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PROMINENT IDEAS & DISCUSSIONS AT THE VIRTUAL SEMINAR
"COVID 19 IMPLICATIONS AND IMPACT ON ARAB AND
INTERNATIONAL FOOD SECURITY"

The Arab-Brazilian Chamber of Commerce organized
jointly with the Union of Arab Chambers a virtual seminar
on the implications of COVID 19, and its impact on Arab
and international agricultural and food security, live on the
Zoom application on Wednesday, April 8, and participated
in the symposium, Ms. Teresa Christina, Brazilian Minister
of Agriculture, Livestock and Supplies. Dr. Khaled Handfi,
Secretary General of the Union of Arab Chambers. Mr.
Robins Hannun, President of the Arab-Brazilian Chamber of
Commerce.

The discussion and dialogue was moderated by Mr.
Tamer Mansour, Secretary General and Executive Director of
the Arab-Brazilian Chamber of Commerce. The symposium
received follow-up to more than 800 people from the Arab

countries and Brazil.

=)

In this context, Brazilian Minister of
Agriculture Tereza Cristina spoke, confirming
that the Brazilian Ministry of Agriculture is
working to provide supplies, pointing out that
the Arab countries are one of the ministry's
priorities when it comes to foreign markets
amid the Covid pandemic 19.

The Brazilian minister stressed that "Brazil

and the Arab countries must join hands to

find a solution to reduce transportation
costs, especially through maritime shipping,"
explaining that "the coronavirus will eventually
fade, and we need more understanding about
opening up to other products. We need to work
on "Further diversification of the product. And
as far as Brazil is concerned, we are doing our
best to keep our market open, efficient and
reliable."

Minister Cristina pointed out that as a result
of her tour to Egypt, Saudi Arabia, Kuwait
and the United Arab Emirates last year, it was
agreed to export many products from Brazil to
those four countries, as well as the Kingdom of
Morocco.

She added: "I made a very successful visit,
and surely we can do more."

She explained that the epidemic prompted
her to postpone a trip to Saudi Arabia, which
was scheduled to take place before the end
of this year "but at the present time we can
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devise a more active strategic plan for the
Brazilian-Arab trade, which we would like to
promote more and more, and | am putting
myself in disposal so that we can exchange
Information and going out with the other side,
the Arab side, with new ideas and solutions for
our relationship, whether as business partners
or as friends."

Minister Tereza Cristina explained that the
ministry's inspection and control activities are
continuing as usual to ensure that food safety
standards, whether for humans or for animals,
are met.

"We are working with international partners
to make sure that we live up to our role as a
supplier of quality food to the world," she said.

She explained that a number of Brazilian
products have obtained the green light for
export to Arab countries in the past few
months, calling for continuing to work with
Brazil to simplify the issuance of certificates,
and added: "Once the Corona crisis ends, we
will be able to make a greater contribution to
our partners in the Arab world."

[ I |

b

Dr. Khaled Hanafy: Strategic Alliances

The Secretary-General of the Union of Arab
Chambers, Dr. Khaled Hanafy, spoke at the
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symposium, noting at the beginning of his
speech the role played by the Arab-Brazilian
Chamber in terms of keeping pace with the
situation with regard to supply chains for
food and food security, as well as in terms of
developing the reality of business and trade
between Brazil and the Arab countries.

Dr. Hanafy pointed at the importance of the
symposium, and stressed that the new Corona
virus created new challenges related to food
security and business, as well as in relation to
the reality of investment in various countries.

He stressed that the trade relations
between Brazil and the Arab countries have
started to grow prominently in the past few
years, especially in the agricultural and food
domains, but despite this we cannot say that
it has reached what we aspire to, because the
volume of trade exchange is still at a level lower
than we want it to be at, compared to the size of
Brazil's GDP and the GDP of the Arab world, so
to develop that we need to do two basic things,
the first and it has to do with maintaining our
trade relations to avoid the deterioration of the
Arab-Brazilian trade volume, which is currently
about $15 billion, where we need to avoid any
deterioration in this size in the future for the
benefit of both sides, whether for the Arab side
because we are able to access products that
come from Brazil, or for Brazilian producers
who need Arab markets.

He continued: As for the second issue,
there is no doubt that we need to change
the current business style. We need to move
the relationship from a simple commercial
relationship based on import and export, to
bring it to a strategic alliance relationship.

Hanafy pointed out that before the
appearance of the Corona virus, he had
meetings earlier in S3ao Paulo and Brasilia,
where he stressed in front of the economic
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figures and the officials he met, that we need to
think about a different kind of relationship, and
with the emergence of the Corona virus, we
must transform to build a strategic relationship
that depends more on having some type of
value-added activities.

Cooperation in the field of food industries

Hanafy explained that we need to have types
of activities with added value in the field of food
industries and even in industrial businesses, as
well as in terms of trade in foodstuffs, which
are very important for both sides.

He pointed out that the Arab side imports
traditional products from Brazil, such as
poultry, meat, grains, etc. But today we have
to think about new activities, and therefore
we need to think about a different pattern on
the subject of the supply chain between Brazil
and the Arab countries, where we need to have
the supply chain equipped with an advanced
transportation system, in addition to the
presence of strategic ports on both sides.

He stressed that "investment in the
agricultural sector is vital for the Arab countries,
and therefore the Brazilian investment in the
agricultural sector must be an added value
for the Arab countries, so that we can later
target a third market, especially since the
Arab and Brazilian sides need to access other
markets, whether In Africa or other different
markets around the world, this needs to make
a qualitative shift based on knowledge and
technology in the agricultural aspect and in the
production of food. "

Hanafy added that "Arab countries have
their investment capabilities, regardless of that
we are facing some problems in terms of low oil
prices, but we still have the ability to invest in
the food sector not only to serve Arab countries
but to serve Africa as a whole. So, when we talk
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about this matter, we need the Brazilian side's
experience in this type of activity. "

Support for small producers

He said: We have to do a kind of networking,
whether between the small producers in Brazil
and the merchants in the Arab countries, which
enables us to avoid relying on intermediaries
who often achieve a great benefit from this
reality. That is why we need a true partnership
via maritime connectivity, where in many cases
the cost of transportation is an obstacle to
doing business.

Dr. Hanafy added: From this standpoint,
we should work to establish storage areas, as
well as the construction of silos and domes, in
addition to the establishment of major ports
in Brazil and Arab countries, which leads to a
huge commodity link between Arab countries
and Brazil.

Research employment

Hanafy stressed that we must employ
research not only in production, but also in
logistical services, and in the supply chain,
because research brings benefit to both the
producer and the consumer.

Hanafy discussed in his speech, the reality
of small and medium-sized enterprises that
will be affected more than others by the
consequences of Corona, calling on the
governments to support them and provide the
elements of resilience to them.

He pointed out that as a result of the
cooperation between the Union of Arab
Chambers and the Arab Brazilian Chamber, we
succeeded in putting the article of maritime
linking between Brazil and the Arab countries
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on the agenda of the Arab leaders’ summit,
and the mission was entrusted to the League
of Arab States to follow up the file. We were
supposed to meet during the current April in
Brazil to follow up on the discussion of this
issue, but due to the current situation the
meeting has been postponed to a later time,
it will be decided soon in cooperation with our
partners in Brazil, especially the Arab-Brazilian
Chamber headed by our friend Rubens Hannun
and the Secretary General of the Chamber, Mr.
Tamer Mansoor.

The Fourth Industrial Revolution

Hanafy revealed that the Union of Arab
chambers in cooperation in cooperation with
the Brazilian Arab Chamber are organizing an
important conference in the city of Sao Paulo
during the month of November. The conference
will discuss ways to benefit from the fourth
industrial revolution in improving the business
environment between the Arab and Brazilian
sides.

At the end of his speech, Hanafy thanked the
Brazilian Minister of Agriculture Tereza Cristina
and the Arab-Brazilian Chamber, noting that
the Union of Arab Chambers as a representative
of the private sector in the Arab countries will
work to draw a vision that will serve as a road
map to enhance the relationship and strategic
partnership between the Arab countries and
Brazil, provided that It will be presented during
the meeting scheduled for next November.

Mercosur

From an international point of view,
Minister Tereza Cristina said she is holding
videoconferences with agriculture ministers
from all over South America, to discuss the
regulatory adjustments and to ensure that
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goods and food continue to flow smoothly via
land across the region during the epidemic.
She said, "Although road borders are closed to
foreign travelers, there are no restrictions on
agricultural goods."

Food safety measures

Minister Cristina said that at such times,
international cooperation becomes more
important, stressing that it is time to show
solidarity and act responsibly towards our
common goal of increasing safety, immunity,
nutrition and the general welfare of people
around the world. She stressed that Brazil
adheres to strict food safety rules.

She added: We had a lot of work to do in
the beginning of the spread of the epidemic, as
there is a concerted effort between the private
and public sectors, to involve workers in basic
industries - this includes food supplies - to
continue to work within the normal situation
and as safely as possible.

According to the minister, this safety
necessitates proper mass transportation and
the utmost care in the manufacture of canned
meat, by providing individual protection
equipment for workers, in addition to dressing
rooms and disinfected cafeterias. And she
added: "We need to work together so that we
can safely bypass this, so that our workers can
continue to work."

Logistics services

The Minister also touched on the logistical
side of agriculture and livestock. She said that
the Ministry of Agriculture is working with
the Ministry of Infrastructure to ensure that
truckers get the support they need to work
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safely, and ensure the distribution of products.
"There is no point in keeping the industry going
if we cannot deliver products to supermarket
shelves, or to seaports so that they can reach
the countries we export to," she said.

Helping small farmers

The Brazilian Minister of Agriculture added
that there are great concerns regarding
products and flower supplies, which are the
most affected sector at the present time,
because production continues, but demand
is weak, as bars, restaurants and hotels are
closed.

According to Cristina, "500 million Brazilian
riyals will be provided to these producers, to
enable them to sell their products, and for
federal, state and local governments to work on
distribution so that the product is not banned.
We need to continue these production chains
so that we do not later see a shortage of central
product markets, which are still operating as
normal as possible."

The minister also considered that the
money will reach farmers of food products,
flowers and dairy, as well as smaller family-run
cooperatives through "Konab", i.e. the national
supply company.

Ethanol

"Science and scientific research is our
greatest ally," said Minister Cristina, adding
that she had entrusted the Embrapa (Brazilian
Agricultural Research Corporation) laboratories
to analyze corona tests. She added that
Embrapa has laboratories in 27 different cities,
with 108 employees specialized in this field.
She explained that by deploying this entire
network, we expect to receive more than
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76,000 tests that are analyzed daily, and this
could double the national capacity.

Cristina said that the Ministry of Agriculture
and other government agencies have joined
together with producers of sugar and ethanol
to manufacture sterilization materials and
disinfectants.

Web Talk

In his intervention, President of the Arab-
Brazilian Chamber, Rubins Hannun, focused
on the importance of exchanging experiences
and enhancing Arab-Brazilian strategic
partnerships. He stressed that although the
Chamber's offices are closed, we nevertheless
work more than ever from the house, where
our employees do a distinguished job, with the
aim of maintaining the flow of goods without
obstacles and without any delay. We have seen
significant improvement in this framework,
as we take an important step forward, and to
this end we are in the process of issuing and
certifying them online in many countries,
which contributes to lower costs and reduces
transaction completion times from seven days
to one day, and this is something that is very
important".

He said, along with the Ministry of
Agriculture, we are setting more stringent
food safety controls. These measures lead to
a tighter partnership, and this means that our
Arab partners can be reassured.

Mr. Hannun called on the followers to an
online seminar organized by the Chamber
soon on international logistics, at 9 am on
Wednesday 15 April 2020, with more details to
be announced later on the website of the Arab
Brazilian Chamber of Commerce.

Also, there were interventions by Tamer
Mansour, Secretary-General of the Arab-
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Brazilian Chamber, Chairman of the Board
of Directors of the Islamic Center for Food,
Marwan Al-Jarem, Chairman of Kwamu for
Cooperative Agricultural Industries, Arton
Gallenari, and Director of the Department of
International Agreements at the Ministry of
Trade and Industry Michael Jamal.

WEBINAR

Camara Arabe

At the end of the symposium, Minister Tereza
Cristina said: “You never feel frustrated by the
obstacles. No matter how hard the adversity is,
with every hurdle, there is a step to a better
place, so it makes no sense to back down in our
dictionary unless we give in to it.”

Clemara ¢ ombreia
Arabedrpuinrs
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Support, develop and stimulate the commercial sector in Jordan through active
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AL-OMRAN AL-ARABI TRADE

ARAB DIGITAL TRADE LANDSCAPE:

DRIVERS, PERSPECTIVES AND POTENTIALS

Alya Nokkari
Economic Research Department - Union of Arab Chambers

The high prevalence of Internet all over the world and the increased access to sophisticated
technologies such as smartphones, tablets and other smart devices, have radically changed the way
people deal with trade today and has led to rapid growth in the digital landscape of e-commerce,
mainly among B2C platforms. Main Arab traded commodities on such platforms differ across core
retail categories, leaving significant room for growth mainly in the categories of e-travel, e-services,
digital media, digital advertising, and financial e-services (Fintech), both domestically and across
borders.

Today, global e-commerce is worth 28 trillion USD, an increase of 44% over the past five years while
B2B e-commerce accounts for more than 86% of this total global e-commerce value. Nonetheless, B2C
e-commerce still represents a $2.9 trillion market worldwide, and is expanding at an annual growth
rate of 24%.

In the Arab World, B2C e-commerce has also been flourishing but at a much slower pace, and is
progressively amounting to a 522 billion Market, as Internet penetration rate almost doubled from
27.8% in 2011 to 51.6% in 2019, despite a chaotic and unstable environment which has pervaded the
unrest and uprisings in a number of Arab countries.
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1.1 Current Arab Internet Landscape

Internet User Penetration Rates in the Arab
Region

In 2019, the number of Internet users in
the World, was estimated at 4.38 billion and
accounted for 56.8% of total population,
among which 222 million belonged to the Arab
region and accounted for 51.6% of total Arab
population, thus standing slightly behind the
world’s average. Kuwait is in the first place,
at 98%, then UAE at 96.9%, Bahrain at 95.9%,
Qatar at 95.9% and Lebanon at 91.4%, are
therefore among the most active internet users.
The increased use of internet came with the
increased use of connected devices from tablets
to smartphones and smart objects.

Internet Use across Devices

As mentioned previously, Egypt shows the
highest levels of time spent online among the
Arab countries, as the youth is spending more
than 8hrs on their devices on a daily basis,
standing above the US average at 6hrs. In
second position comes UAE spending around 7
hours and 49 minutes daily, followed by Saudi
Arabia with a daily usage amounting to 6 hrs and
45 minutes.

The top devices used frequently in the Arab
countries, are smartphones, with a daily usage
of 4.58 hrs per person, followed by laptops at
3.28 hrs. The youth also spends around 3.1 hrs
on multiple devices at the same time, 2.25 hrs
on smart TVs, 1.56 hrs on Tablets and 1.41 hrs
on gaming devices.

Source: Deloitte, 2018

1.2 State of Social Media across the Arab
Region

Social media user penetration in the Arab
world in 2019 stood at an average rate of 41.3%,
a figure expected to increase in the next 2 years
to 42.9%, with Qatar and UAE, equally standing
at 99%. There are currently 316.6 million social
media users in the region, and the most popular
social media platform is Whatsapp, closely
followed by Facebook.

Meanwhile, Jordan and Lebanon have the
highest percentage of adults using social media
in the world, at 75% and 72% respectively. That
compares with 68% in the United States, 60% in
the UK and China, and 39% in Japan. However,
Lebanon is also among the most active social
networking countries for younger users (age 18-
36), at 90%.

Most Trendy Social Media Platforms

According to Statista, Egypt has the highest
number of Facebook active users at 35 million,
followed by Saudi Arabia at 11 million and then
UAE at 8.5 million. Whereas, the highest number
of Instagram, Twitter and Snapchat active
users are concentrated in Saudi Arabia at 12
million, 11 million, and 14 million, respectively.
Moreover, males dominate the use of all social
media platforms, except in Saudi Arabia where
Snapchat female active users are exceeding
male users at 6.5 million versus 5.5 million.

WhatsApp
The most popular Arab social media channel,

based on usage, is WhatsApp. The reach of the
popular messaging application is 67%, ahead of
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Facebook at 63% and YouTube at 50%, taking
it from the status of “just another messaging
application” to a social network in its own right.

Facebook

Since 2012, Facebook has solidified its
stronghold in the Arab region with 264% growth
in its user base. Egypt remains in the lead with
the largest number of active Facebook users at
17 million. Across the wider Middle East and
Africa region, 265.4 million people now use
Facebook.

One of the key benefits of Facebook is the
platform’s mobile-first strategy. It has over 156
million Arab users accessing the network on
mobile devices per month. Despite a growth in
user base, actual usage of Facebook has been
on the decline, as more and more people are
shifting to Instagram.
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Rise of Instagram

There are 63 million Instagram users in the
Arab region, equivalent to 10% of total global
users. That means 1 in every 10 Instagram users
comes from Arab countries. This is absolutely a
massive opportunity for not only regional but
also global players targeting the region.

We know that more than 70% of
Instagrammers follow a business. Moreover,
75% are estimated to take action after seeing
a post, from visiting a website to searching,
shopping or telling a friend.

Instagram’s popularity has also contributed
to the rise of and demand for Arab social
media influencers. Consequently, businesses
are competing over hiring them to help reach a
wider audience.



Twitter expansion

Twitter, is expanding in the Arab region as
it registers significant growth in online video
consumption, especially in Saudi Arabia. It is
often seen as a medium where audience prefer
to receive breaking news and engage in socio-
politically relevant conversations.

Saudi Arabia, in fact, is the largest market in
the region and the only Arab country to feature
in Twitter’s list of its top 10 best-performing
global markets.

YouTube

YouTube remains mainly a media powerhouse
in the Middle East.

Some YouTube channels attract millions, even
billions, of viewers: More than 200 channels in
the region have over one million subscribers.

More than half of the Arab youth views
YouTube on a daily basis. These Millennials are
hungry for content, video content at large.

Saudi Arabia is the leader of the pack, with
the largest YouTube per capita consumption.
The average 15-24-year-old in the Arab world
spends 72 minutes a day watching videos online.

Types of Digital Products across core retail
categories

E-commerce
Electronic commerce, commonly defined as

the selling and buying transactions of physical
goods via a digital channel to a private end user

(B2C), has grown and flourished internationally
with the great development of the Internet
that provided high efficiency in the transfer and
exchange of information.

According to Statista’s Indicators, the B2C
e-commerce in the Arab region amounted to
$22 billion in 2019, compared to a S2 trillion in
the global market, an increase of 11% compared
to last year.

User penetration rate for the whole Arab
region stood at 61% on average slightly above
the world’s average at 51%, with UAE dominating
the market at 89%, closely followed by Bahrain
at 84%, then Qatar at 82%, and finally Kuwait at
67%.

Meanwhile, Saudi Arabia makes up the largest
in terms of revenues at $7 billion, followed by
UAE at $3.6 billion, both jointly accounting for
60% of the e-commerce market in the region.
Then comes Iraq at $2 billion and Egypt at $1.8
billion, whom users seem to be spending on
higher expensive items, though they are still
standing behind in terms of penetration rates.

Arab e-commerce can be divided into four key
categories: Electronics & Media, Food (Grocery),
Beauty (Personal care), and Fashion (clothing).
According to the table, Electronics & Media,
Fashion and to a lesser extent, Beauty are the
key drivers of e-commerce among young Arabs.

E-services

The e-services market is defined by the sale
of online services and digital goods via the
internet. With respect to Statista’s classification,
this category includes event tickets (sport/
music/cinema), fitness apps, dating services
(matchmaking, online dating) as well as online
food delivery.

The e-services market in the Arab region
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amounts to $3.7 billion and is led by the segment
of Online Food Delivery. Saudi Arabia and UAE
are the main winners in this category, generating
$1.4 billion and $916 million each respectively,
owing them the 18th and 24th rank globally.
However, this category is still relatively small
compared to the total value of global retail sales
of $203 billion, thus making Arab e-services
market to only account for 2% of the world.

E-travel

The e-travel market represents the sale
of online services and digital goods via the
internet. The definition includes online travel
bookings (package holidays, hotels and vacation
rentals) and mobility tickets such as flights, long-
distance bus tickets, train travel, and car rentals.

The most used travel e-service in both the
Arab region and globally is the Online Mobility

Services, which generates $28 billion and $1
trillion in revenues respectively. Egypt and Iraq
are dominating the market in this category,
ranking at the 29th and 37th position globally
respectively.

As a whole, the Arab e-travel services
represents almost 3% of the global e-travel
market.

Digital Media

Digital Media concerns all audiovisual media
contents and applications that are distributed
directly over the internet. This includes digital
video contents (movies, series), digital music
provided as download or internet-stream as
well as digital games for different devices and
electronically published content such as eBooks,
eMagazines or ePapers.

This e-category accounts for $4.4 billion in the



Arab region compared to $151 billion globally,
thus representing 3% of the global digital media
market.

The most used digital content in this
category is Video Games, reflecting the overall
prominence of online video in the digital life of
Arab Internet users. Egypt and Morocco are the
main consumers of video content, generating
$766 billion and $709 billion of revenues
respectively, making them rank at the 21st and
23rd position in terms of global revenue.

Digital Advertising

Digital Advertising uses the internet to deliver
marketing messages via various formats to
internet users. This includes Search Advertising,
Social Media Advertising as well as Classifieds.

In the Arab region, Digital Advertising
spending amounts to $3.4 billion, with Social
Media Advertising coming on top of the list of
total spending in the region, mainly with UAE
and Egypt dominating the market. These two
countries are the most important economic
bases for digital agencies and employees.
Thanks to the increasing numbers of digital
startups, Egypt represents more than half of
the advertising agencies and employees in the
region, due to its creative talents in content
production, translation resources, low salaries,
and its main role as a local content creation hub.
The UAE represents 30 percent of advertising
companies and employees, which benefit from
its economic stability and regional headquarters.
The majority of the top agencies in UAE are
international media and digital firms based in
Dubai.

In parallel, Saudi Arabia is the leader in Search
Advertising which attributes the Kingdom the
1st Position in the Digital Advertising market in

the Arab region and 21st position globally. The
role of search engines in the research process
is instrumental, and dominant worldwide
amounting to 98 billion in revenues. Almost
56% of consumers in the UAE, Saudi Arabia and
Egypt start their online shopping journeys using
search engines as opposed to retailers’ websites.
They are constantly searching for products and
offers online, with peaks in interest during key
seasonal shopping events. Google remains the
top player in the Middle East and Africa with a
huge demand on YouTube advertising in 2017.
Accordingto agencies, YouTube Ads is generating
a great increase in digital budgets which is used
to be allocated to TV advertising. Saudi Arabia
is leading the region in the numbers of YouTube
reach.

Although the Middle East has a small share in
the global advertising sales, accounting for 3.4%
percent of the global ad spend, the region has
become a hot spot for international companies.

Fintech

Fintech is short for ‘Financial Technology’,
which comprises all types of financial services
established online. This includes the following:

Digital Payments: Mobile POS Payments (as
Google Wallet, Samsung Pay, via wireless NFC)
and Digital Commerce (consumer transactions
via Internet: PayPal, credit/debit card)

Personal Finance: Automated Investment
services (Robo-advisors), Cross-border Fund
Transfers between private users (Digital
Remittances)

Alternative Lending: crowdlending (business),
Peer-to-peer lending (consumers: for SMES &
freelancers)

Alternative

Financing: Crowdinvesting



(startups), Crowdfunding (equity- and reward-
based)

In the Arab region, the fintech sector is
penetrating its roots in the countries. Arab
fintech, which barely existed a few years ago, is
now a S2 billion market.

According to a report by the State of Fintech,
the number of startups offering financial services
in the region has also significantly increased by
more than the double in the last 5 years, and is
expected to increase to 250 by 2020.

Fintech startups have sprung up in 12 Arab
countries, yet 3 in 4 startups are based in the
UAE, Lebanon, Jordan or Egypt. Four out of 12
countries host 73% of all Arab fintech startups.
These four countries represent Arab’s potential
fintech hubs. The UAE is the most dynamic hub
with a 4-year CAGR of almost 60%, and payments
are the most popular sector, accounting for half
of all Arab-based fintech startups.

One financial technology has enjoyed a
dramatically higher level of attention. The
market’s largest segment in the Arab region is
Digital Payments, with a total transaction value
of $70 billion. The figure is still modest compared
to other parts of the world standing at $4 trillion,
but momentum is building fast. Egypt’s TPAY
has been one of the beneficiaries. Launched in
2014 as the region’s first open mobile payment
platform, it now boasts 673 million users spread
over 16 countries.

Fintech is expected to reach 200 Million users
by 2023 in the Arab region.

The average transaction value per user in the
region is $584 compared to an average of $1000
worldwide.

3.1 Logistics and Delivery Methods

There are high trade barriers in the region
which makes it difficult for online retailers to ship
products. Moving goods through customs can
trap any company in a bureaucratic landscape,
especially when you add high tariffs, changing
regulations and volatile currency exchange
rates.

Another main challenge faced with regards
to e-commerce in the Arab Region is the lack
of postal addresses. Delivery time has often
been the deal-breaker for users wanting to get
the product sooner. Using GPS technology for
machine learning or automation is virtually
impossible in most cities in the region since no
home delivery postal system exists. This means
there are no street addresses for residential or
business locations in the town. Delivery drivers
in most cities must be familiar with the city’s
layouts since locals commonly provide buildings
and landmarks as means of navigation. This
becomes a hurdle for e-commerce platforms to
automate the delivery timings, estimates and
planning of these deliveries to be transparent
and accurate. E-commerce players have to
spend a lot of time, effort and money in finding
and working with different logistics partners.

3.2 Payment Methods (Prefer COD)

Digital payment is another area where the
region lags behind when compared to developed
markets. Except for the UAE, other countries
in the Arab world are yet to completely adopt
online and mobile payments. According to
Payfort’s State of Payments 2016 report, credit



card penetration in the Arab countries varies
widely from 97% in Kuwait, less than 45% in
Saudi Arabia and Qatar, to 15% in Lebanon.

The issue is a lack of confidence — amongst
both consumers and merchants — in online
payments. According to Biz Report, only 6
percent of Internet users regularly shop online,
and almost half (43 percent) of users said they
do not purchase online because they don’t trust
the region’s online payments process.

Therefore, the region’s e-commerce sector
is mainly being held back by cash-on-delivery
(COD), which brings up the cost of operations
for e-commerce players. About 60 per cent of
all online purchases are paid once the goods
are delivered and increasingly customers are
refusing to hand over cash if they are unsatisfied
with an item resulting in pointless delivery costs
for the merchant.

Providing incentives and discounts for paying
online or via mobile digital wallets is one way
to cut down on cash on delivery and help
merchants be more efficient and save costs.

3.3 Warehouse storage

Another challenge is warehousing as stocking
items can also be difficult when reliable and
affordable partners are hard to find, although
solutions like Aramex continue to provide for
most e-commerce startups. Local warehousing
and in-house logistics help companies reduce
their rates of undelivered packages and returns,
which can be costly due to high import duties
in several markets and a regional preference for
payment via cash-on -delivery (COD), which can
reach 70% of purchases in markets such as Saudi
Arabia, Jordan, and Egypt. To mitigate losses,

many companies have improved confirmation,
activated an option for credit or debit card
payment on delivery, and offered “doorstop
trials,” in which a customer tries on various sizes
while the delivery man waits outside.

3.4 Legislations and Rules related to
e-commerce

According to a new study released by the
Union of Arab Chambers about the obstacles
facing intra-Arab regional merchandise trade
transactions, the legislations and rules relating
to e-commerce in the country of operation
stand as the major obstacle to digital trade.

Among the findings, the stringent constraints
on money transfers step up as one of the major
aspects of poor regulation measures. Customs
procedures comes in the 2nd place, followed by
time to cross the borders, the cost of trade, cost
and difficulties associated with obtaining trade
licenses, besides the new rise in tariff barriers in
a number of countries, in addition to the lack of
transparency of trade related information, and
the impediments pertaining to specifications of
commodities.

Additional findings from the study also
indicated that out of 92 concerned companies,
only 66 have a web site, i.e. 72% responded
positively. However, barely 16 of them, i.e.
17.4% use the website for selling and purchasing
transactions, while only 39% use other websites
to conclude trade transactions, because of the
lack of a regulatory environment to facilitate
digital trade.

The simplification and digitalization of trade
procedures, or digital trade facilitation, is
essential to reducing trade costs. Singapore, with
its Single Window initiative, reduced processing
times from four days to 15 minutes and lowered



the cost of submission per document by 71%.
Greater cooperation among the regional peers
to implement digital trade facilitation measures
simultaneously would be a win-win: these could
range from the creation of an electronic single
window, or registration of information online, or
the implementation of a cross-border paperless
trading system.

4.1 Fostering adoption via government’s
efforts

If the industry is to succeed, the governments
in the region will have to play a crucial role
in promoting e-commerce, to complement
the efforts of private companies. One of the
major ways to build trust can be enhancing
e-governance and digital services.

Most of the countries need to integrate
the traditional offline services such as visa
programs, transportation services, utility
services and more online platforms that can
leverage online payment gateways to provide
efficient services to the local population. There
should be concrete efforts from the government
to work in conjunction with the regional and
international firms to boost e-commerce in the
Middle East, so that they can keep up with the
rest of the world.

4.2 Staying ahead of the curve: A promising
future

Digital wallets and mobile payments are
rapidly evolving in order to enhance the
experience for both customers and business

owners. That means that they’re going beyond
simply transferring funds electronically or
swiping your smartphone over a checkout
terminal.

For example, major banking institutions that
JPMorgan Chase & Co., Bank of America Corp.,
Wells Fargo & Co. and U.S. Bancorp, launched
a joint venture called clearXchange. This allows
customers to transfer funds instantly to another
bank account through their phones. Traditional
banks are also creating digital wallet apps that
allow you to review your account, establish
budgets, receive alert notifications, and transfer
fund via social channels like Facebook.

Wearables, such as watches, wristbands,
and jackets, are starting to be used to make
payments, as is the possibility of tapping into
the Internet of Things. In the near future, you'll
be able to preorder your morning cup of coffee
at Starbucks while driving since your Starbucks
app is connected to your car.

Like it or not, digital wallets and mobile
payments are steering us towards a cashless
world where payments can be made quickly,
conveniently, and securely with just the tap of a
button. However, digital wallets are also moving
beyond smartphones and payments. On top
of transferring funds, we’ll be able to monitor
accounts in real-time and use blockchain
technology to make immediate transfers of
money to titles.

4.3 Notable e-commerce startups

Despite the problems that startups in the
region face with regards to e-commerce, many
have managed to beat the odds and reach
notable success. One of the most prominent
startups in the Middle East is Wadi.com, an
Amazon-like e-commerce store that raised $67



million in a Series A round with an undisclosed
valuation.

Contrary to Amazon, Wadi sources products
from a diverse set of retailers and sellers (without
maintaining warehouses) and operates online in
the UAE and Saudi Arabia. This helps them to
deliver products at a much faster speed than
Amazon and staying ahead of the international
giant.

Mumzworld.com is another notable
e-commerce store that’s targeted towards
mothers and baby products. The startup secured
multi-million dollars in a Series B funding round
from Wamda Capital, twofour54, and Endeavor
Catalyst.

Souq.com, which was acquired by Amazon,
has established its business throughout the GCC
and Egypt and currently commands the largest
market share with more than 23 million monthly
visitors.

Other e-commerce players that have a strong
ground in this region are Aido.com, Awok.com,
and Zappos clone Namshi.com. Another popular
e-commerce store is Cobone.com which is
centered around daily deals.

4.4 Enable a Regulatory Environment that
Supports Digital Identity

Despite the exponential growth in domestic
and cross-border electronic transactions in the
Arab World, there are still no specific multilateral
rules or any specific regional entity regulating
this type of trade. Business and consumers
instead have to rely on a patchwork of rules
agreed by some countries in their bilateral or
regional trade agreements. Thus, establishing
appropriate regional digital legal infrastructure
will definitely enhance opportunities and
address challenges of e-commerce in the Arab

countries while moving towards greater digital
trade facilitation. The negotiations should result
in a multilateral legal framework that consumers
and businesses, especially smaller ones, could
rely on to make it easier and safer to buy, sell
and do business online. The new rules would for
instance include the following:

o Improve consumers' trust in the on-line
environment and combat spam, by ensuring
verified protection validation, such as ISO
(International Organization for Standardization)
certification.

o Tackle barriers that prevent cross-border
sales.

o Guarantee validity of e-contracts and
e-signatures, while enabling secure digital
payments.

o Permanently ban customs duties on
electronic transactions.

o Address forced data localization
requirements and forced disclosure of source
code.

The Arab region holds several opportunities
for e-tailers, despite major challenges.
E-commerce is growing fast in the region which
is characterized by a young demography and
affluent customers. Smartphone and broadband
penetration levels are among the best in the
world and as much as 66% of the public use the
internet to search for products and services. The
future is indeed bright and with the proper kind
of support e-commerce can grow and become
a major stream of revenue for companies in the
future.



~AMID THE COVID-19 CRISIS

Based on a report by the International Monetary Fund, Today we face economic upheaval
potentially more severe than we witnessed during the global financial crisis. The coronavirus
pandemic is a different kind of shock. Never before have modern economies shut down at the drop of
a hat. From one week to the next, many workers lost their jobs and paychecks. Restaurants, hotels,
and airplanes all emptied. And consumers and businesses now face steep losses in income—and

potentially widespread bankruptcies.

Pressure on the banking system is growing and higher defaults on debt are imminent. And many
now expect a shock to the financial sector similar in magnitude to the 2008 crisis.

The question on the minds of policymakers
is how they should prepare for this.

Just over a decade ago, global policy makers
came together in an unprecedented display
of coordination to launch the development
of a revamped regulatory framework for the
financial sector. They significantly raised the
minimum standards for the quality and quantity
of bank capital and liquidity and succeeded
in building a more resilient banking system
designed to hold buffers above the minimum
that could be safely drawn down in stressed
conditions.

In the current crisis, national authorities
are taking a host of measures to provide fiscal
support, and central banks are opening new
liguidity lines. How should bank supervisors
respond to ensure continued trust and

confidence in the banking system?

Like the health experts, bank supervisors are
responding to a fast-moving and extraordinary
situation. Supervisors must combine the tools
from their playbooks for dealing with natural
disasters, operational risk events, and bank
stress episodes. With its global vantage point,
and drawing from past experience, the IMF
can offer some additional guidance on the way
forward:

e Don’t change the rules. Doing this in
the midst of a crisis will likely cause more
confusion. Likewise, be prepared to give banks
time to meet rules if they fall short, and hold



off on implementing new initiatives—banks
should remain focused on maintaining ongoing
operations, given the increased difficulties of
conducting such operations remotely.

e Use the buffers. Regulators have to
communicate clearly that capital and liquidity
buffers should support continued bank lending,
without adverse consequences for bank
management. Banks built these buffers well
above Basel minimum standards to manage
strains on liquidity and revenue loss from
missed loan repayments.

e Encourage loan modification.Supervisors
should clearly communicate to banks to be
proactive in rescheduling their loan portfolio
for those borrowers and sectors that have been
hard hit by the severe, but temporary, shock.
They should also remind banks about flexible
credit risk management and the accounting
standards for impairment in these situations.
Accounting bodies have helpfully stepped in
to clarify to auditors how such modifications
should be viewed once the economy begins to
recover.

¢ Don’t hide the losses. Banks, investors,
shareholders and even taxpayers have to
bear them. Transparency helps prepare all
stakeholders; surprises only worsen their
response, as was proven during the 2008 crisis.

¢ Clarify regulatory treatment of support
measures. Clarifying upfront how banks and
regulatorsshouldtreatfiscalmeasures,including
measures directly targeted at borrowers, credit
guarantees, payment holidays, direct transfers
and subsidies—beyond any current guidance
in the Basel capital framework—would help
with overall transparency.

e Strengthen communication. Encourage
continuous dialogue between supervisors
and banks, especially in this unprecedented

situation of working remotely with colleagues,
customers, and supervisors. Typically, reporting
requirements in key areas, such as liquidity
and creditor positions, are enhanced in a crisis,
but given operational disruptions, deferring
other reporting requirements less material
to assessments of financial health may make
sense.

¢ Coordinate across borders. Banking is a
global business. Broad coordination among
national regulators at the international level
is imperative. This crisis will pass eventually,
and the effects may take time to dissipate, but
preserving the integrity of the international
framework will be crucial for the credibility
and integrity of the global financial system.
International bodies like the Financial Stability
Board and the Basel Committee on Banking
Supervision are working night and day to do
just this.

Simply put, it may be too early to tell. At
this point, conditions in many countries are
as severe as the adverse scenario of the stress
tests that banking regulators commonly use to
assess the strength of their banking systems.

All of this assumes that economic activity
could restart later this year, but we have to
also consider more adverse scenarios. Under
more severely strained circumstances, we will
have to rethink our playbook substantially.
Some banking systems might have to be
recapitalized or even restructured. The IMF
has deep experience in helping countries
rebuild distressed banking systems through its
technical assistance programs, and will stand
ready to help.
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