
TECHNICAL BRIEF

Digitalizing Economic Growth
KEY CONSIDERATIONS FOR ADVANCING AN INCLUSIVE AND 
SUSTAINABLE DIGITAL ECONOMY

NOVEMBER 2022 | DIGITAL DEVELOPMENT PRACTICE

This brief is produced by the Digital Development 
Practice at Chemonics. It looks at lessons our 
project teams and company have learned while 
implementing economic growth projects in 
Colombia, Pakistan, and the Philippines.

https://chemonics.com/integrated-solutions/digital-development/
https://chemonics.com/integrated-solutions/digital-development/


1

Introduction
Digital technology is transforming the way people and organizations 
connect and conduct business, and this transformation’s impacts on the 
economy are significant. According to the World Bank, the digital economy 
has grown two and half times faster than global gross domestic product 
(GDP) over the past 15 years. The World Economic Forum estimates that 
over the next decade, 70% of new value created in the economy will be 
based on digitally enabled platform business models, which facilitate the 
exchange of value between two or more groups. Despite these advances, 
digital transformation is not reaching people equally around the world. 
The World Bank provides some stark statistics about access to the digital 
economy (see box). 

Uneven access to and participation in the digital economy stems from 
factors including lack of digital infrastructure and policies among other 
barriers to adoption — such as limited knowledge, skills, trust, affordability, 
and accessibility. According to the International Monetary Fund (IMF), 
access to the internet is critical to reducing inequality. A gender gap in 
access to the internet can increase the disparity between men and women 
in their labor force participation, wages, and access to financial services. 
Conversely, IMF’s research in sub-Saharan Africa found that closing the 
digital divide can have a positive impact. A one percentage point increase in 
the share of Internet users in the population raises per capita growth by 0.1 
to 0.4 percentage points.

In its Digital Strategy, the United States Agency for International 
Development (USAID) defines the digital economy as “the use of digital and 
Internet infrastructure by individuals, businesses, and government to interact 
with each other, engage in economic activity, and access both digital and 
non-digital goods and services.” Chemonics works in all components of the 
digital economy highlighted in the USAID Digital Ecosystem Framework 
(see box, next page). 

New digital platforms, processes, and technologies are rapidly emerging 
across these components, making transactions easier, safer, and faster. 

Access to the Digital Economy
• At the end of 2021, nearly 3 billion people remained offline, the vast majority 

concentrated in developing countries.
• Close to half (43%) of the world’s population is not using mobile internet, despite living 

in areas with mobile broadband coverage.
• One billion people in the world cannot prove their identity, which limits their access to 

digital services and opportunities. 
• Globally, 57% of women go online, compared with 62% of men. Source: World Bank

https://www.weforum.org/platforms/shaping-the-future-of-digital-economy-and-new-value-creation
https://www.imf.org/en/Blogs/Articles/2020/06/29/low-internet-access-driving-inequality
https://www.usaid.gov/usaid-digital-strategy
https://www.usaid.gov/digital-development/digital-ecosystem-framework
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Chemonics-implemented projects also address crosscutting topics of 
inclusion, cybersecurity, and emerging technologies in the digital economy 
by engaging with public and private sector actors and integrating the 
Principles for Digital Development with sound development practices. 

In this brief, we present four considerations for advancing the digital 
economy based on our experiences applying them in three projects in 
Colombia, Pakistan, and the Philippines.

Key Considerations in Action

Consideration 1. Challenges and their root causes are locally 
identified and clearly linked to development priorities
In collaboration with local stakeholders, we identify a challenge that is 
negatively affecting people’s daily life, work, or business, and we analyze the 
economic ecosystem to find the problem’s root cause. Together, we assess 
and understand how the problem is negatively affecting the economy of a 
country or region to identify a digital solution fine-tuned to the local context 
that will improve the economic conditions of people and the private sector 
or the functioning of the government.

Application in practice: Philippines

In the effort to achieve rapid, widespread adoption of e-payments, USAID/
Philippines’ E-PESO Activity and the Philippines’ central bank, Bangko 
Sentral ng Pilipinas or BSP, recognized that strong cybersecurity policy, 
compliance, and capacity were essential to protect financial institutions and 
consumers from the growing risks associated with cyber threats. As more 
people turned to digital payments during the pandemic and the volume 
of digital payments increased, BSP needed a better understanding of the 
strengths, weaknesses, and cybersecurity posture of its systems and staff 
and of private sector financial service providers. 

To help BSP gain insight into these issues, E-PESO reviewed the Philippines’ 
cybersecurity policy, the Enhanced Guidelines on Information Security 
Management, and evaluated the policy’s alignment with leading global 
standards. Although the review did not bring to the surface any regulatory 

USAID Digital Ecosystem Pillar III: Components of the Digital Economy 
1. Digital Financial Services: Using money online, through digital payments, savings, and other tools 

2. Digital Trade: Delivery of products and services over the internet 

3. E-commerce: Sale and purchase of physical goods using the internet 

4. Tech Startup Environment: New businesses focused on innovative products and rapid growth

5. Digital Talent Pool: Training and equipping workers for a future-focused digital economy

*Two other pillars of the Digital Ecosystem include, Digital Infrastructure and Adoption and Digital 
Society, Rights, and Governance
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non-compliance, the monitoring of financial institutions revealed that the 
financial sector needed stronger cybersecurity measures. In response, 
E-PESO supported BSP to purchase a Governance, Risk, and Compliance 
system to strengthen cybersecurity for the payment industry and electronic 
money users and to increase banks’ reporting and compliance. 

Application in practice: Colombia
USAID/Colombia’s Rural Finance Initiative (RFI) aimed to extend finance 
to rural micro, small, and medium Colombian enterprise owners and 
Venezuelan migrants to reduce poverty, improve livelihoods, and generate 
economic growth. When the initiative began working with Venezuelan 
migrants in 2020, UNHCR estimated that there were more than 1.6 million 
migrants in Colombia. Only a small fraction of these had access to formal 
financial services they could use to meet basic necessities like paying rent, 
sending money to relatives for remittances, and increasing their incomes by 
growing their businesses. 

RFI collaborated with public and private stakeholders and the migrants 
themselves to explore migrants’ knowledge of and trust in financial services 
and identified barriers that prevented them from accessing the services. 
Many were unfamiliar with the Colombian financial system, did not have 
identification documents or had low acceptance of them, and lacked 
collateral and credit history.  

Employing user-centered design, RFI worked with fintech MOVii to produce 
an innovative, inclusive, low-cost model to provide financial services like 
savings accounts, insurance, digital payments, and loans that would be 
accessible to migrants. MOVii introduced a streamlined enrollment process 
and integrated alternative identification requirements. It developed a credit 
engine pilot that enabled analysis at the credit bureau, user behavior in the 
MOVii app, and use of social networks to evaluate the habits of consumers 

USAID/Philippines’ E-PESO (2015-2021) helped transition the Philippine economy from cash/checks 
to electronic payments for broader-based economic growth and financial inclusion.

https://www.unhcr.org/en-us/news/briefing/2020/2/5e3930db4/unhcr-welcomes-colombias-decision-regularize-stay-venezuelans-country.html
https://www.unhcr.org/en-us/news/briefing/2020/2/5e3930db4/unhcr-welcomes-colombias-decision-regularize-stay-venezuelans-country.html
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to measure their risk level as potential clients. MOVii implemented a 
communications campaign to reach the migrant and rural Colombian 
populations. The pilot demonstrated that migrants — or anyone else — could 
access savings accounts, credit, and insurance products without having 
credit history, collateral, or identification documents. 

Although the MOVii app was designed to overcome the barriers that 
the migrant population faces, the population by itself is too small to 
sustain the app. Fortunately, RFI found that the app is also attractive to 
rural Colombians who experience some of the same barriers and greatly 
outnumber the migrant population.

Consideration 2. Co-creation of digital solutions leads to 
greater uptake and success

Collaboration with technology firms, potential clients, and users — including 
private sector actors, government entities, and individuals — surfaces 
viable solutions. We do research to understand the digital ecosystem, user 
behaviors, and barriers to adoption, and we identify how solutions can affect 
people’s lives, jobs, and businesses. Together, we develop solutions and 
safeguards to mitigate the digital divide, focusing on inclusion, scale, reach, 
and security.

Application in practice: Colombia
In Colombia, the cost of small-value electronic transactions is prohibitive 
for people in rural areas, so they tend to choose less expensive, easier 
methods for financial transactions, including wire transfers or cash, which 
can be risky. ACH-Colombia, a private automated clearinghouse that allows 
money transfers, had identified the challenge and tried to address it by 
establishing a platform for small-value, real-time transactions among people 
and businesses. RFI recognized that such a platform had the potential 
to increase financial inclusion in rural areas and awarded two challenge 
grants to ACH as well as provided technical assistance to support the 
platform’s design. To help ACH develop an effective platform for small-value 
transactions, RFI facilitated meetings between ACH and financial institutions 
so that ACH could hear directly from the platform’s potential users. To 
increase the likelihood that the platform would be utilized after its launch, 

Lessons we are learning when applying this consideration:
• Inclusive design not only improves access to digital technologies and bridges the digital divide 

but also creates larger customer bases that can sustain service delivery in the long term.

• Strategic collaboration, continuous learning, and adaptive management ensure that we continue 
to uncover barriers and vulnerabilities in platforms and programs and take corrective action to 
address entrenched digital divides. 

• Targeted communication campaigns mounted on social networks are necessary when 
introducing an innovative product, attaining broad engagement, and achieving strong impact. 
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RFI met with financial institutions to demonstrate the value of using the 
platform to reach and serve rural clients. 

To broaden financial institutions’ exposure to innovative ideas and 
inclusion, RFI facilitated a knowledge-exchange visit to the Philippines. 
Financial institutions and ACH-Colombia visited with E-PESO and met with 
government agencies, financial institutions, and digital technology providers 
to learn how they were developing secure, responsive, and more inclusive 
financial services. For example, ACH and the financial institutions had the 
chance to review how the Philippines-based interbank network, BancNet, 
implemented a small, real-time transfer service in the Philippines. This 
opportunity helped the Colombian financial institutions explore how they 
could increase financial inclusion that would be contextually appropriate 
and effective in Colombia. The opportunity helped ACH understand the 
challenges it might face with the service, validate some technologies and 
suppliers, and receive feedback about the best way to get a fast user 
acceptance. With RFI’s assistance, ACH successfully designed and launched 
Transfiya, Colombia’s first interbank switch for small-value, real-time 
transactions. RFI’s engagement with financial institutions and its support 
to ACH’s negotiations enabled ACH to sign on 16 financial institutions to 
participate in the Transfiya platform. Participation enabled them to offer 
their customers real-time, low-cost cashless transactions at scale, which is 
especially important in areas prone to violence, where the cost and risk of 
using cash is excessive.

Application in practice: Philippines
In the Philippines, the Bureau of Internal Revenue (BIR) aimed to increase 

USAID/Colombia’s Rural Finance Initiative (2015-2022) bolstered peace through financial inclusion 
by extending finance to micro, small, and medium enterprise owners in rural areas to reduce poverty, 
improve livelihoods, and generate economic growth.
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the ease of doing business for micro, small, and medium enterprises 
(MSMEs) by improving taxpayer-facing processes, such as filing and paying 
taxes, as part of its digital transformation initiative. However, BIR faced 
challenges implementing its digital transformation initiative, primarily 
because it did not have the capacity to undertake projects involving the 
latest technologies and maintain systems to keep pace with fast-changing 
technology standards. To address these challenges, E-PESO, BIR, and 
the largest software development community in the country, Developers 
Connect Philippines, partnered to co-organize the HACK^TAX (hack-a-
tax) Innovation Challenge. The HACK^TAX brought together skilled IT 
professionals and students from across the country to develop technology 
solutions that would enable MSMEs to access BIR services remotely and 
pay taxes electronically. Microsoft Philippines, Amazon Web Services, 
Oracle Philippines, PayMaya Philippines, Inc., Union Bank of the Philippines, 
Talino Venture Labs, Asian Consulting Group, and the Ateneo de Manila 
University supported HACK^TAX. More than 100 technology firms, startups, 
and student organizations submitted concepts. Twelve finalists and three 
winners were selected. To enable the finalists to launch their products in 
the market, E-PESO worked with BIR to develop the application program 
interfaces and the payment portal the new digital products required to 
operate. Within a year, eight HACK^TAX competitors enrolled with BIR to 
become tax service providers.

Consideration 3. Co-financing solutions at any stage can be 
catalytic

Co-financing is critical at various stages of development — including 
design, startup, and expansion — as funding can propel a digital solution 
with the significant, long-term potential to help build an inclusive digital 
economy. The private sector can most effectively co-fund activities to foster 
buy-in and sustainability when entrepreneurs are in the driver’s seat and 
local ownership is promoted by using pay-for-results grants that focus on 
achieving results rather than counting inputs.

Application in practice: Pakistan
USAID/Pakistan’s Small and Medium Enterprise Activity (SMEA) launched 

Lessons we are learning when applying this consideration:
• Bringing together stakeholders, including technology firms and potential users, facilitates co-

creation of digital solutions and enhances their uptake and success.

• Connecting private sector actors with counterparts in other countries through learning 
exchanges helps them develop a deeper understanding of context-specific digital solutions and 
how they can be leveraged in addressing challenges.

• Leveraging the private sector’s expertise, investment, and creativity through the co-creation of 
digital solutions for development problems is critical, as is ensuring that those solutions adhere 
to digital do no harm principles.
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the Pakistan SMEA Challenge Fund to support the creation and diffusion of 
innovative, sustainable, and scalable business solutions to the challenges 
that small and medium enterprises (SMEs) face in Pakistan. The Pakistan 
SMEA Challenge Fund provided SMEs with opportunities to obtain co-
financing of up to 50% through Innovation Fund Grants and SME Growth 
Grants.

The Innovation Fund was a two-tiered mechanism that facilitated pilot 
testing of concepts. SMEA awarded smaller, first-tier grants ($20,000 
to $24,500) to SMEs to address sector-specific challenges the activity 
identified. After SMEA awarded the first round of grants, the activity 
expanded the pool of those eligible for subsequent Scale Up Grants to SME 
Growth grantees so that they could scale their solutions. 

SMEA awarded second-tier Scale Up Grants ($50,000-$400,000) to SMEs 
from the first tier that demonstrated their ability to effectively implement 
their concept solution and scale it. Innovation Fund applicants in both tiers 
participated in a multistage development process, which included co-
creation workshops, a two-day Build a Business workshop, and a mentorship 
program with training on making persuasive pitches. The applicants 
developed improved business plans and better presentations about their 
business concepts and pitched to a panel of judges and to external investors 
to attract additional private sector investments. 

The tiered funding model provided co-financing that enabled SMEs to 
become more competitive in their sectors as they created and scaled 
information and communications technology (ICT) solutions. One such 

USAID/Pakistan’s Small and Medium Enterprise Activity (2016-2022) increased private sector-
led inclusive economic growth by improving the business enabling environment and increasing 
employment opportunities in Pakistan.
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example is Sehat Kahani, a woman-led tele-health enterprise that enables 
doctors to provide primary healthcare services through an online platform. 
Sehat Kahani integrated health, technology, and innovation to create 
solutions that allow qualified female health professionals to deliver much-
needed healthcare services to rural and urban slum populations across 
Pakistan through innovative ICT solutions, including tele-medical clinics 
(e-hubs) in low-income areas at a significantly lower cost than traditional 
medical clinics. By integrating a clinical module in its e-health hubs, Sehat 
Kahani made it possible to securely record, analyze, and interpret patient 
data more efficiently. Sehat Kahani received an SME Growth Grant at a time 
when there was little awareness about virtual medical consultations. The 
grant enabled Sehat Kahani to effectively overcome its startup challenges 
by establishing two e-health clinics in rural communities in Pakistan, 
promote health education, and enhance its electronic medical record 
system. 

After Sehat Kahani completed the SME Growth Grant, Sehat Kahani 
received a Scale Up Grant to train doctors and nurses on helpline operating 
procedures and upgrade its mobile health application to improve technical 
processes. The application improvements included an automated chat bot, 
artificial intelligence for a real time disease analytics dashboard, one-time 
password verification with National Database & Registration Authority 
(NADRA) verification, a local language translator, voice-to-text translation, 
and a data inflow-and-outflow support system. Leveraging its successful 
grant implementation, Sehat Kahani raised $1 million in Pre-Series A funding 
(a funding round that provides outside investors the opportunity to invest 
cash in a growing company in exchange for equity in the enterprise) from 
the private sector to further expand its services.

Consideration 4. Agile management during crisis can 
accelerate digital innovation and inclusion

We draw on the principles of agile development to work closely with our 
technology partners and remain focused on the development outcome we 
seek to achieve with the support of the digital solution. We work alongside 
partners and employ iterative development and continuous monitoring and 

Lessons we are learning when applying this consideration:
• Grants for technology solutions should support the technology investment vision of the grantee, 

particularly to help meet the gaps that are not addressed by traditional investors.

• Early stage funding can be catalytic in helping companies invest in strong, inclusive foundations 
so that they can later expand and scale. This funding also helps them become resilient to future 
shocks.

• Grant programs need to be designed to accommodate the learning and innovation process 
required to bring novel solutions to scale. A tiered grant approach provides a mechanism that 
is flexible in timing and accommodates the innovation process, including coordination with 
technology vendors and feedback loops to efficiently update technology tools.
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adaptation so that we can exit from solutions that are failing to achieve 
results or deepening digital divides and increase investments in solutions 
that are boosting an inclusive digital economy.

Application in practice: Philippines
Early in the pandemic, the Philippine government began implementing the 
Social Amelioration Program to provide an emergency financial subsidy 
to 18 million low-income families affected by quarantine measures. The 
Department of Social Welfare and Development (DSWD) needed to act 
quickly to disburse the funds but was hampered by a lack of beneficiary 
data at the local government level and the laborious process of local 
government units collecting and encoding the beneficiary information 
to report to DSWD. Moreover, manual cash distribution required massive 
resources to secure and handle the cash, perform the documentation 
process, enforce strict physical distancing protocol, and manage the risk 
of transmitting COVID-19 during the cash distribution process. E-PESO 
swiftly adapted project implementation and provided DSWD with a digital 
solution, ReliefAgad, a quick-relief web application that enabled DSWD 
and local government units to expedite the capture of beneficiary data 
via smartphones and register millions of target beneficiaries. ReliefAgad 
used an existing platform as the base system, modifying existing features 
and building new features to meet the DSWD’s requirements while 
leveraging relationships in the technical sector and employing an agile 
approach with rapid prototyping. ReliefAgad was developed in partnership 
with Developers Connect Philippines (DEVCON), through its DEVCON 
Community of Technology Experts, and the Department of Information and 
Communications Technology (DICT). DSWD provided the business user 
requirements, including the validation rules to ensure data accuracy and 
integrity. DEVCON provided the volunteer software developers to develop 
the system. DICT managed the infrastructure and conducted vulnerability 
assessment and penetration testing to ensure the system’s security. E-PESO 
provided project management and quality assurance testing vis-à-vis 
system specification and delivered communications awareness support to 
DSWD to address the public’s need for accurate information on the Social 
Amelioration Program and customer support for beneficiaries experiencing 
challenges while using the ReliefAgad app.

The ReliefAgad system was developed and launched nationwide in just two 
months. The team released the first prototype of the web application 10 
days after the first meeting and tested it in the City of Manila the same day. 
Iterations, enhancements, and field testing rapidly improved the prototype 
before the soft launch. The nationwide launch followed shortly thereafter. 
More than 4 million beneficiaries in the poor and vulnerable segment of the 
population registered through ReliefAgad and received their cash subsidies 
through participating financial service providers. 

Application in practice: Pakistan
During the COVID-19 pandemic in Pakistan, SMEs experienced challenges 
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including decreased cash flows, safety and hygiene concerns, and high 
operational costs. Government-imposed lockdowns made managing 
production remotely and accessing markets challenging, simultaneously 
increasing consumer demand for companies to have a digital presence. 
However, SMEs that lacked digital skills struggled to access alternative sales 
channels. In response to these unexpected challenges, SMEA adapted its 
programming to introduce innovative short- and medium-term activities. 
SMEA launched special rounds of expressions of interest (EOIs) to provide 
SMEs with business development support services; released an RFA for SME 
Growth Grants; and increased its cost-share from 50% to 75% for SMEs that 
committed to retaining all employees for the duration of support during the 
pandemic. To help SMEs use digital technology, SMEA launched a cloud-
based assistance package through which SMEs received free Microsoft 365 
and Google G Suite remote business solutions to ensure their operations 
continued smoothly. SMEA provided ICT-based services, including digital 
and social media marketing, e-commerce solutions, websites, software, and 
ERPs (Enterprise Resource Planning). SMEA also provided international 
quality and compliance certifications (e.g., ISO 9001, ISO 14001, HACCP, 
WRAP, PCIDSS [Payment Card Industry Data Security Standard], PADSS 
[Payment Application Data Security Standard]) to help businesses build 
their capacity for domestic and foreign markets. To help SMEs improve their 
online presence during lockdowns and beyond, SMEA launched an extensive 
online training program for digital/social media marketing and advertising as 
well as a digital literacy campaign with partners like Facebook, Amazon, and 
Foodpanda to increase usage and adoption of e-commerce tools, especially 
for women-owned businesses. SMEA’s support led to $158 million in 
increased sales, including $74 million in increased exports and $51.5 million 
in private sector investment leveraged by supported SMEs. 

Lessons we are learning when applying this consideration:
• Crisis can accelerate the provision of urgent support without compromising investments in 

solutions that contribute to medium- and long-term inclusive growth. 

• With a shared sense of purpose and government buy-in, collaboration among multiple 
stakeholders can quickly result in innovative and effective solutions. 

• Continuous monitoring and adaptation ensure the benefits of technology solutions are equitably 
distributed among society and support more intentional steps to bridge digital divides.
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Conclusion
The digital ecosystem offers unprecedented opportunities to drive inclusive 
economic growth. As we leverage the digital ecosystem, we must prioritize 
co-creation with the private sector, agile management, and rigorous 
monitoring and evaluation to ensure technological solutions are tailored to 
the local context and responsive to stakeholders’ needs, which will enable us 
to build an inclusive, sustainable digital economy. Intentional investment in 
an inclusive digital economy will bring about transformative change.
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