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Improved access to markets has often helped small firms in low- and middle-income countries grow by boosting firm revenues

and profits. These interventions have been effective because they have led to new sales, helped firms connect with new types of

buyers, and increased information sharing and learning.

Workers transfer goods from trucks to boats at Sadai Port, South Bangka, Indonesia.
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Resumen

Listen to a VoxDev Talks podcast episode featuring David Atkin, an academic lead for this insight, discussing these findings.

Across low- and middle-income countries (LMICs), 90 percent of jobs come from private sector firms.! However, most of these
firms are small and relatively unproductive. They tend to hire few workers and struggle to grow over time, held back by many
obstacles. Encouraging small firms to develop into successful businesses is a key pathway to fight global poverty by creating jobs
and raising people’s incomes from work in the private sector. Unleashing the growth potential of small- and medium-sized

enterprises (SMEs) may also boost overall economic efficiency and output.
Governments, international aid groups, NGOs, and other institutions have been trying to help small firms in LMICs grow by

offering them access to microcredit, , business training, , and consulting services, , and by skilling workers, . These approaches all


https://voxdev.org/topic/firms/how-connecting-firms-markets-can-promote-economic-development
https://www.povertyactionlab.org/policy-insight/microcredit-impacts-and-promising-innovations
https://www.povertyactionlab.org/policy-insight/teaching-business-skills-support-microentrepreneurs
https://www.povertyactionlab.org/policy-insight/supporting-firm-growth-through-consulting-and-business-training
https://www.povertyactionlab.org/policy-insight/vocational-and-skills-training-programs-improve-labor-market-outcomes

give firms knowledge or resources to produce more, raise profits, and hire more workers. However, these interventions have had

modest effects on firm growth and job creation, . This suggests that firms face constraints on the demand side, that is, lacking
buyers of their goods and services, which limit growth. Frictions in markets—such as a lack of information or the skills required to
find buyers or sellers—can be widespread, and reducing such frictions and thus improving market access holds promise for
helping firms in LMICs grow.

A wide range of organizations are already facilitating market access in different ways. These include multinational companies that
source goods and services from local firms, technology companies that link businesses to digital markets, and governments doing
everything from road building to industrial policy. These efforts are large investments, and it is important to understand their
impacts. In 2022, net foreign direct investment (by multinational firms) into low- and middle-income economies totaled US$522
billion.? Meanwhile, more than 57 countries had set up trade promotion organizations to promote exports.3

A review of 15 randomized evaluations and 4 quasi-experimental studies shows that market access interventions increased firm
revenues, profits, and product quality in various industries and countries. It also helped local firms learn from foreign buyers and
from peer firms in ways that increased the firms’ productivity,[5], [10], and improved the well-being of workers and households.
[9], [16], [12], The main market access strategies included: 1) training entrepreneurs and managers in marketing skills,[2], [3],
[13], 2) linking firms with other firms and encouraging more participation in formal tender processes,[13], [11], and 3) providing
digital and physical infrastructure to improve market access for many firms at once.[6], [8], [12] All of these methods often lifted
firm performance, implying that market access is generally a promising approach to private sector development. However,
policymakers should also consider implementation quality and complementary programs to support smaller firms, start-ups, and
women entrepreneurs. Future research would be valuable to better understand how market access interventions work, how to
target firms, whether any gains come at the expense of nontargeted firms, and when these interventions can improve not just

sales and profits but also job creation, job quality, productivity gains, and other outcomes.

Lecciones de la Evidencia

Market access increased firms’ business performance considerably. This was true whether new sales came from foreign
buyers and exports,[5], [19], multinational corporations in the same country,[1], large domestic firms, or government
contracts.[13], Research shows that demand from export markets and foreign customers improved the business performance
of firms in LMICs by large margins.[5], [1], In Egypt, offering small rug makers a chance to export rugs to clients in the United
States and Europe increased firms’ profits by 16-26 percent.[5], In Costa Rica, a quasi-experimental study found that after SMEs
began supplying to multinational corporations, they were likely to employ more workers, sell more to other firms, and achieve
higher productivity four years later.[1]

Market access interventions that encouraged firms to sell to domestic large buyers, such as the government or corporations, also
boosted business growth and sometimes led firms to create more jobs. For example, in Liberia, an NGO offered local SMEs a
training program that focused on how to bid and win formal contracts to supply larger organizations in the country. Firms that
were offered this program increased the number of buyers they supplied, began selling to new types of buyers, and bid more
frequently and won larger value contracts.[13], Three years later, a quarter of these firms were more likely to be operating and
employing slightly more workers. In agriculture, a growing body of research similarly examines how connecting small-scale
farmers to agricultural markets can increase their income., [8], [18]

Typical firms in LMICs struggle to access markets and find buyers.4

, For example, improving small T-shirt exporters' visibility and
how they signal product quality to potential buyers on a global e-commerce platform helped the firms to grow sales.[6], This

suggests that the typical firm on the platform needed help to tap into the global market more effectively, even when they were
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already motivated to sell to export markets and had access to digital infrastructure. Small firms cannot realistically bear the cost
of searching for large buyers.[5] Hence, it is important to understand what kinds of institutions are best suited to assist SMEs with

market access interventions and which market access methods are most effective.
Market access programs were more effective when they involved larger firms and when they helped firms forge sales

contracts rather than just provide information.[5], [18], Encouraging firms to start exporting—selling to foreign markets
where buyers demand more sophisticated products—is a popular policy. Yet programs intended to make LMIC firms export more
do not always work. In Vietnam and Colombia, for example, training initiatives gave the owners and managers of local SMEs
information and skills with a focus on exporting. However, they did not result in the SMEs taking up or changing behaviors related
to export activities.[15], [14], Only larger firms in the Vietnam example exported more afterward, suggesting that even though
smaller firms had access to the same information through the training, they did not have enough production capacity or product

quality to start exporting.[15]
When export promotion programs directly targeted large firms and involved them as export buyers or intermediaries, smaller

firms were more likely to benefit because it led to new sales with these large firms.[5], [18], This suggests that if export
promotion programs can help forge buyer-supplier relationships and create new sales contracts, they tend to lead to better
outcomes for smaller firms. For instance, in another study in Vietnam, dragon fruit producers were offered training on
agricultural practices to improve product quality, and some were trained together with exporting firms. After the training, the
producers who were trained together with exporting firms were more likely to have contract-based sales, which tend to have

higher prices, and were more likely to use the improved practices.[18]

Access to exporting and multinational buyers also often increased productivity,[5], [1], worker well-being,[9], [16], [19],

and women's empowerment.[16], Selling to foreign buyers that tend to demand more sophisticated products can enable
smaller firms to become more productive if it leads to knowledge transfers and learning from buyers. In Egypt's rug
manufacturing sector, firms that were offered export orders became able to weave rugs that were higher quality than
comparison firms, even when they were making rugs for the domestic market using identical equipment. The quality
improvements resulted from “learning-by-exporting”—local producers learned and changed their practices after knowledge
transfers and repeat feedback from foreign buyers and their intermediaries.[5]

Three studies found that when garment factories were linked to foreign buyers or multinational corporations, female workers

and local households benefited.[9], [16], [19], In Bangladesh, multinational firms helped enforce laws and improved worker

safety at local supplier firms.[9], In this case, multinational buyers formed an alliance to encourage the implementation of legally
required workplace safety committees in supplier factories. This increased the local firms’ compliance with the labor law,
increasing some measures of factory safety.[9], In a quasi-experimental study in Myanmar, exporting also increased female
empowerment as more jobs became available for women and domestic violence dropped in nearby communities.[16],
Researchers suggest this was due to women having high-quality job opportunities outside of the household, owing to the mostly
female and better-managed garment export sector workforce.[16]

At the firm level, two main methods of improving market access are: 1) teaching entrepreneurs and managers marketing
skills,[2], [3], [13], and 2) fostering firm-to-firm links.[5], [10], [4], [17], Both helped smaller and younger firms grow. There
are a few different types of programs directed at firms to help ease their market access. One type is marketing or “seller-ship”
trainings, which aim to increase firms' ability to sell by giving entrepreneurs and managers skills to win contracts and secure more
sales. In South Africa, Nigeria, and Liberia, providing marketing skills improved small firms’ survival rates, employment, sales, and
profits one to three years later.[2], [3], [13], In Nigeria, helping firms hire or outsource skilled marketing professionals also

improved their marketing practices, and it was cheaper than providing business consulting.[3]



A second strategy of matching firms with other firms to build business relationships has often improved business performance
because firms engage in information sharing and learning with each other. Evidence covered earlier in this review supports the
idea that buyer-supplier ties in global supply chains (vertical links) drive a process of growth and learning that increases smaller
firms’ sales, profits, and productivity.[5], [1], [19], [18], Connecting firms in the same geographic markets with their peers
(horizontal links) can similarly improve business performance by allowing firms to gain useful information and contacts from each
other[10], and team up for new business collaborations.[4], Such programs can be carried out in-person through business
associations[10], or online, for example, using a low-cost messaging app.[4], Female entrepreneurs are also more likely to lack

business contacts—creating peer networks allowed them to expand business networks in Ghana[4], and Tunisia.[17]

At the market level, new digital markets have improved market access for firms across large geographic areas, but
smaller firms sometimes did not gain sales or profits directly.[8], [12], Market-level interventions, such as new or upgraded
infrastructure like roads or new digital marketplaces, improve market access by allowing many sellers and buyers to link up more
cheaply.5, While randomized evaluations of transport infrastructure are uncommon, three recent evaluations of digital markets
suggest that access to digital marketplaces had limited benefits for small firms on the platform in terms of revenue, profits, or
workers' income.[6], [8], [12], For example, on a global e-commerce platform, information barriers and a crowded market made
it difficult for small firms to stand out.[6], However, digital market access often increased overall local commerce, which

benefited some consumers[12], or farmers who supplied produce to larger traders.[8] These findings suggest that it is important
to understand who benefits from interventions such as new infrastructure and digital markets and to consider complementary

programs to support smaller local firms.

Preliminary evidence suggests that when governments pursue market access interventions, success depends on how
well they implement those strategies[14], [7], and on how much businesses trust public institutions.[11], For example, a
quasi-experimental study of South Korea's export promotion agency found that the skills of officials implementing the program
affected outcomes. While opening a new export office in a given country usually increased Korean firms’ exports for many years,
thus helping the country’s manufacturing firms grow, there was no positive effect when less-skilled officials were in charge.[7],
Export promotion often focuses on priority product categories or industries, with ambitious long-term goals, such as creating
many jobs, spurring innovations, and improving productivity. For such complex programs, researchers suggest paying attention
to implementation choices and quality when it comes to translating export promotion activities into actual export-led firm growth.
[14], How well firms trust the government also matters: in Uganda, improving firms’ perceptions about government corruption

led firms to bid on and win more government tenders.[11]

More research should test how to conduct market access programs well to attain firm growth and job creation. More
evidence is needed, for example, on what types of organizations are best suited to provide effective market access and how to
increase the capacity of institutions providing market access. Researchers and policymakers alike should pay attention to the role
of private sector supply chains in supporting SME growth. It would also be helpful to identify the best methods and tools to target
the right set of firms for industry and export promotion policies. Research should consider both direct and indirect effects and
show which types of programs boost productivity versus those that find effects predominantly from business stealing (e.g.,
supported firms selling at the expense of nonsupported firms). Finally, more data and research should inform how to design
digital platforms, government procurement systems, and access to infrastructure to enhance the entry of women, youth, and

other disadvantaged entrepreneurs.
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