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ABSTRACT

E-PESO was a U.S. Agency for International Development (USAID)-supported project that aimed to
support the Philippines’ shift from a cash-intensive to a cash-lite economy. The activity was implemented
within a six-year period from March 18, 2015 to February 17, 2021. Our ex-post evaluation informs
interested parties of the gains and the sustainability of those gains resulting from the E-PESO Activity.
Our evaluation also identifies the factors that contributed to the results achieved and documents lessons
from activity implementation. Our evaluation provides information about the effects of the coronavirus
disease 2019 (COVID-19) outbreak and issues relating to digital financial inclusion.

The primary audience for our evaluation is USAID/Philippines, the Government of the Philippines and
their stakeholders interested in the development of a e-payments systems. Secondary audiences include
USAID worldwide and those interested in e-payments and ex-post performance evaluations.

The evaluation questions focus on three evaluation criteria: relevance, effectiveness, and sustainability. In
particular, the evaluation answers the following questions:

I.  In what ways does E-PESO support the country’s development goals and USAID’s country
cooperation strategy objectives?

2. Did E-PESO achieve the four sub-purposes on the development of a lasting and inclusive
economic infrastructure? What are the possible reasons for the successes and failures?

3. What evidence supports the likelihood that the benefits of the E-PESO Activity will extend past
the activity’s period of performance, and what considerations should future, similar activities
consider?

The evaluation team used a mixed-methods approach, combining qualitative and quantitative data
analysis to answer the evaluation questions. It included review of project documents and other, related
secondary sources and key informant interviews (KlIs).

The evaluation concluded that E-PESO remained highly relevant given the strong alignment with country
priorities at the national and local levels. The implementation of E-PESO was timely considering the
COVID-19 outbreak. With support from E-PESO, Bangko Sentral ng Pilipinas (BSP) laid the groundwork
to create an interoperable payment system that was crucial in helping the financial system run during the
pandemic.

E-PESO has been effective, as the data show. The volume of monthly digital payments reached 20.1
percent in 2020, suggesting that the country is on track to meet the current target of 50 percent by
2023. Adoption was hastened by the COVID- |9 pandemic, although increasing adoption was already
observed before lockdowns. Factors contributing to the success of the project include the government
counterpart’s commitment to implementing reforms, the presence of institutional champions,
partnership with the private sector, effective multi-stakeholder engagement, and adaptive project
management.

Finally, gains E-PESO brought about are highly likely to be sustained, as evidenced by strong country
ownership (i.e., the digitalization agenda is backed by policies, institutional road maps, strong leadership,
and BSP’s institutional capacity). Beyond project completion, results of initiatives related to E-PESO
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adoption with major government counterparts are mixed, but the digitalization agenda within the
government deepened. The agenda now covers development of payment streams, new initiatives with
other government agencies, and active information campaigns.
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EXECUTIVE SUMMARY

The E-PESO Activity was a U.S. Agency for International Development (USAID)-supported project that
aimed to support the Philippines’ shift from a cash-intensive to a cash-lite economy. The activity was
implemented within a six-year period from March 18, 2015 to February 17, 2021, and involved close
collaboration with government agencies and the private sector.

This evaluation informs interested parties of the gains and the sustainability of those gains resulting from
the E-PESO Activity. This evaluation also identifies the factors that contributed to the results achieved
and documents lessons from activity implementation. This evaluation provides information about the
effects of the coronavirus disease 2019 (COVID-19) outbreak and issues relating to digital financial
inclusion.

The primary audience for this evaluation is USAID/Philippines and the Government of the Philippines
and their stakeholders interested in the development of a e-payments systems. Secondary audiences
include USAID worldwide and those interested in e-payments and ex-post performance evaluations.

The evaluation questions focus on three evaluation criteria: relevance, effectiveness, and sustainability. In
particular, the evaluation answers the following questions:

I.  In what ways does E-PESO support the country’s development goals and USAID’s country
cooperation strategy objectives?

2. Did E-PESO achieve the four sub-purposes on the development of a lasting and inclusive
economic infrastructure? What are the possible reasons for the successes and failures?

3. What evidence supports the likelihood that the benefits of the E-PESO Activity will extend past
the activity’s period of performance, and what considerations should future, similar activities
consider?

The evaluation used a mixed-methods approach, combining qualitative and quantitative data analysis to
answer the evaluation questions. It included review of project documents and other, related secondary
sources and key informant interviews (KlIs).

The evaluation concluded that E-PESO remained highly relevant given the strong alignment with country
priorities at the national and local levels. The implementation of E-PESO was timely considering the
COVID-19 outbreak. With support from E-PESO, Bangko Sentral ng Pilipinas (BSP) laid the groundwork
to create an interoperable payment system that was crucial in helping the financial system run during the
pandemic.

E-PESO has been effective, as the data show. The volume of monthly digital payments reached 20.1
percent in 2020, suggesting that the country is on track to meet the current target of 50 percent by
2023. Adoption was hastened by the COVID- |9 pandemic, although increasing adoption was already
observed before lockdowns. Factors contributing to the success of the project include the government
counterpart’s commitment to implementing reforms, the presence of institutional champions,
partnership with the private sector, effective multi-stakeholder engagement, and adaptive project
management.
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Finally, gains E-PESO brought about are highly likely to be sustained, as evidenced by strong country
ownership (i.e., the digitalization agenda is backed by policies, institutional road maps, strong leadership,
and BSP’s institutional capacity). Beyond project completion, results of initiatives related to E-PESO
adoption with major government agencies are mixed, but the digitalization agenda within the
government deepened. The agenda now covers development of payment streams, new initiatives with
other government agencies, and active information campaigns.

Regarding recommendations, the evaluation team completed this study after E-PESO had closed and on
a relatively short timeline. Because E-PESO leadership and staff had moved on to other pursuits and
were not able to request that their partners and stakeholders meet with the evaluation team, and many
stakeholders were unable or unwilling to dedicate the time for remote key informant interviews or
focus group discussions, the evaluation team was not able to triangulate all of the findings. Instead, the
evaluation team relied on project documents, government and industry statistics, and outside research
on the digital economy. While the evaluation team is confident in its findings and conclusions based on
the available evidence, the team determined that the evidence is not strong enough to make
recommendations. Instead, the evaluation report gleans lessons learned from E-PESO’s implementation
that may inform future project design and implementation.
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EVALUATION PURPOSE AND EVALUATION QUESTIONS

EVALUATION PURPOSE

After completing the E-PESO activity in February 2021, USAID/Philippines commissioned this evaluation
to gain information about E-PESO’s results and their sustainability. Conducted from October I, 2021, to
January 30, 2022, this quick evaluation identified the factors that contributed to E PESO’s results and
documented the lessons arising from implementation. The lessons learned in this evaluation will be
useful in the implementation phase of other, related development interventions in the future!.

As the last year of E-PESO’s implementation was characterized by government-imposed lockdowns and
community quarantines caused by the coronavirus disease 2019 (COVID-19) outbreak, the evaluation
touched on the effects of the pandemic on E-PESO’s implementation as well as on the shift to digital
payment. The evaluation also explored issues related to digital financial inclusion.

The primary audience for this evaluation is USAID/Philippines and the Government of the Philippines
and their stakeholders interested in the development of a e-payments systems. Secondary audiences
include USAID worldwide and those interested in e-payments and ex-post performance evaluations.

EVALUATION QUESTIONS

This evaluation focuses on the following three evaluation criteria: (1) relevance, (2) effectiveness, and (3)
sustainability. The main evaluation questions were based on the Task Order. Further, specific queries
and sub-questions were developed to answer particular aspects of the evaluation criteria2. These
evaluation questions guided the structure of the evaluation tools and the processing and analysis of data.
Annex B presents the evaluation design matrix, including the detailed evaluation questions. Following are
the main evaluation questions:

I. RELEVANCE: In what ways does E-PESO support the country’s national development goals and
USAID’s country cooperation strategy objectives?

2. EFFECTIVENESS: Did E-PESO achieve the four sub-purposes of developing a lasting and inclusive
economic infrastructure? What are the possible reasons for the successes and failures?

3. SUSTAINABILITY: What evidence supports the likelihood that the benefits of E-PESO will
extend past the activity’s period of performance? What considerations should future, similar
activities take into account? (See_Annex A — Statement of Work)

I Discussed during the May 20, 2021, consultation meeting as part of the preparation of the Scope of Work
(SOW) on the evaluation of E PESO. The meeting was attended by the Agreement Officer’s Representative (AOR)
of E-PESO and Program Resource Management (PRM).

2 Discussed during the May 20, 2021, consultation meeting as part of the preparation of the Scope of Work
(SOW) on the evaluation of E PESO. The meeting was attended by the Agreement Officer’s Representative (AOR)
of E-PESO and Program Resource Management (PRM).
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BACKGROUND

TABLE |. ACTIVITY INFORMATION

Activity Name E-PESO

Implementing Partner Chemonics International

Cooperative Agreement number AID-492-C-15-0001

Total Estimated Cost $20.9 million

Total Obligation: $12.8 million

Dates of Implementation: March 18, 2015 — February 17, 2021

Active Geographic Regions Philippines

540isisgion Development Objective (DO) CDCS 201 3- DO I: Broad-based and Inclusive Growth Accelerated and Sustained
Mission Development Objective (DO) DO 2: Inclusive, Market-Driven Growth Expanded

CDCS 2020-2024

In 2015, a study by the Better Than Cash Alliance estimated that 99 percent of payment transactions in
the Philippines were conducted in cash3. The shift to electronic payments has vast potential that has
been shown to provide a range of benefits towards promoting economic growth including: driving
financial inclusion and economic empowerment, particularly among women and youth; improving social
protection and humanitarian response systems; enabling more efficient and productive health,
agriculture, and energy sectors; improving governance, including increased transparency and reduced
corruption; and increasing economic growth and market-level development®.

The E-PESO Activity aimed to support the Philippines’ shift from a cash-intensive to a cash-lite economy
by developing an efficient, transparent, and inclusive e-payment ecosystem. This shift to electronic
payments is expected to contribute to broad-based economic growth, supporting the United States—
Philippines Partnership for Growth objectives. The E-PESO Activity also aligned with government
priorities. The Philippine Development Plan (PDP) 201 1-2016 dedicated one chapter to a resilient and
inclusive financial system.

Figure | presents the E-PESO results framework. It explains the cause-and-effect relationships among
inputs, sub-purposes, and the overall goal. The underlying development hypothesis was: “By promoting
the rapid, widespread shift from cash to e-payments usage, E PESO will support the Philippines to reach

3 Better Than Cash Alliance, Country Diagnostic: The State of Digital Payments in the Philippines, December 2019,
https://btca-production-

site.s3.amazonaws.com/documents/436/english_attachments/The_State_of Digital_Payments_in_the_Philippines.p
df?1577119102.

* Jamie M. Zimmerman, Mission Critical: Enabling Digital Payments for Development . A USAID Opportunity Brief,
https://www.usaid.gov/sites/default/files/documents/ | 5396/USAID-DFS-OpportunityBrief.pdf.
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a tipping point of e-payment adoption that will represent a critical mass to become a self-sustaining e-
payment ecosystem.”

Figure |. E-PESO Results Framework

Overall Goal:

Efficient, Transparent, and Inclusive Retail E-Payment System Contributes to Broad-
Based Growth

Sub-Purpose I: Sub-Purpose 2: Sub-Purpose 3:

Rapid Adoption of E- Infrastructure for E- Enabling Environment

payments in Financial payments Expanded for E-payments

Input: Input: Input:
Transaction drivers Digital infrastructure Enabling environment

A A A

Cross-cutting Sub-Purpose 4:

Build eMoney Ecosystem by Expanding to All Regions of the Cities Development Initiative
(CDI)

Source: E-PESO Final Report

E-PESO’s overall goal aimed to have an efficient, transparent, and inclusive retail e-payment system

contributing to broad-based growth. This goal was measured by the number and share of e-payment
users and the number of financial products, services, or applications designed or enhanced to meet the
needs of low-income clients. E-PESO’s purpose was for the scale of e-payment usage to reach a tipping
point, measured by the share of e-payments accounting for retail payment transactions and the number
of active e-payment users.
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E-PESO has four activity sub-purposes: (1) rapid adoption of e-payments in the financial system, (2)
expanded infrastructure for e-payments, (3) an improved enabling environment for e-payments, and (4)
address gaps in the broader e-payment ecosystem?.

The sub-purpose on adoption of e-payments relates to support for the digitization of government and
business payment streams. Assistance to government involved improving service delivery through the
use of e-payments in government transactions. Assistance to businesses involved making sure that
entrepreneurs benefit from digital payments.

The second sub-purpose concerns the expansion of the e-payments infrastructure. It involved working
with the government and private sectors toward the establishment of digital payment services under the
National Retail Payment System (NRPS)é. These services include digital bills payment systems, cash agent
networks, and merchant payments.

The sub-purpose on improving the enabling environment for e-payments relates to the support
provided to the government, particularly the Bangko Sentral ng Pilipinas (BSP), in establishing and
implementing an interoperable NRPS. This sub-purpose also includes support in terms of capacity
building toward the promotion of security, consumer protection, and financial inclusion, among other
elements.

Finally, the sub-purpose on addressing gaps in the e-payment ecosystem involved supporting several
cities identified under USAID’s Cities Development Initiative (CDI)7 as they expand their e-payment
ecosystems.

Two major events affected E-PESO’s implementation. The first was a reduction of its budget from the
total estimated cost of $20.9 million to a total obligated amount of $12.8 million. The second was the
COVID-19 pandemic emergency beginning in March 2020.

> In the absence of access to the Project Appraisal Document, descriptions of the sub-purposes are based on the
E-PESO Final Report.

¢ The NRPS is a policy and regulatory framework whereby BSP provides regulatory oversight fundamentally in the
form of policy direction to payment service providers.

” The CDlI is a USAID-supported project that aims to strengthen the economic competitiveness and resilience of
cities outside of metro Manila. Under CDI, USAID provides a range of technical assistance based on the city’s most
urgent needs.
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EVALUATION METHODS AND LIMITATIONS

METHODS

The evaluation used a mixed-methods approach, combining qualitative and quantitative data analysis to
answer the evaluation questions. It included review of project documents and other, related secondary
sources and key informant interviews (KlIs). This section describes the data collection, data sources, and
data analysis methods. The evaluation statement of work is in Annex A. A full description of the
evaluation methodology, instruments, evaluation team composition, and timeline is in Annex G —
Inception Report. Annex B provides the Evaluation Design Matrix, which summarizes the methodology
used to answer each evaluation question.

REVIEW OF PROJECT DOCUMENTS AND OTHER SECONDARY SOURCES

The evaluation reviewed available E-PESO Activity documents, other secondary documents and data,
and related news articles and videos.

Activity documents include USAID’s Country Development Cooperation Strategy (CDCS) documents,
the E-PESO Final Report, periodic monitoring reports, and other activity technical reports. Other,
related documents include national and local government plans, government road maps, and Better Than
Cash Alliance reports, among others. The evaluation also gathered secondary data from official statistics
in government and private sector reports and websites. The evaluation used comparative and trend
analysis of descriptive statistics to analyze the quantitative data to understand the sustainability of gains
from E-PESO. The team also used official government reports, official press releases, and media reports
to understand recent developments in the digital payment agenda.

Annex C provides the list of project documents and secondary sources reviewed.

KEY INFORMANT INTERVIEWS

The team conducted KlIs to obtain informed responses to the evaluation questions. The evaluation
purposively selected the respondents from E-PESO’s major counterpart organizations, participating local
government units (LGUs), implementing partners, and the private sector8. A total of |3 informants from
8 organizations participated, as shown in Table 29.

Given the COVID- |9 restrictions, the evaluation team conducted KlIs remotely using USAID-approved
video conference tools, such as Google Meet and Microsoft Teams. With consent from the key
informant, interviews were recorded and transcribed for qualitative analysis. Because of schedule
conflicts, one organization participated through written responses instead of an interview.

® Based on discussions during the in-briefing, the Department of Interior and local government were removed from
the list of major counterpart organizations. The cities of Tagbilaran (from Visayas) and Zamboanga (from
Mindanao) were also identified as LGUs to be interviewed.

’ We invited The Bureau of Internal Revenue, a major government counterpart, but they were unable to
participate.
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TABLE 2. KEY INFORMAT INTERVIEWS CONDUCTED

Organization Number of
Respondents

Bangko Sentral ng Pilipinas 2
Philippine Payments Management, Inc. I
Department of Budget and Management 2
Department of Social Welfare and Development 2
Department of Trade and Industry |

City of Tagbilaran I

City of Zamboanga I
Chemonics International, Inc. 3

TOTAL 13

Annex D presents the list of key informants.

LIMITATIONS

The evaluation faced some limitations and challenges, including recall bias and respondents’ availability.

As the evaluation was conducted about eight months after activity completion, KIl responses may be
incomplete. To address this issue, the evaluation team reinforced each interviewee’s responses with
information derived from related documents.

Given the short duration of the evaluation study, the team encountered issues with locating previous E-
PESO staff and securing meetings with key government officials. Such issues were expected, and the
evaluation team commenced the KllIs early in the process to provide ample time for them. Nonetheless,
some targeted Kll respondents were not available, and the interviews were delegated to other
respondents knowledgeable of E-PESO. One organization responded by written response to a
customized interview questionnaire.

Because of the limitations and challenges posed by the ex-post nature of this evaluation and the short
timeframe for conducting the evaluation research, the evaluation team does not consider the evidence
sufficiently robust to make recommendations. Instead, it provides lessons from E-PESO’s experience.
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FINDINGS

This section presents the findings based on collected information for each evaluation question.

RELEVANCE

Evaluation Question: In what ways does E-PESO support the country's national development goals and USAID's
country cooperation strategy objectives?

The objectives of the E-PESO Activity remained aligned with national priorities,
particularly in terms of financial inclusion and governance. During the start of the E-PESO
Activity, the PDP 201 1-2016, which has the overall goal of inclusive growth and poverty reduction,
dedicated one chapter to a resilient and inclusive financial system. The plan targeted more efficient
mobilization of financial resources, strengthened the regulatory framework for the financial system, and
improved financial inclusion. In all these areas, E-PESO aligned well, given the activity’s goal of an
“efficient, transparent and inclusive retail e-payment system contributing to broad-based growth.”

The activity is also aligned with various strategies indicated in PDP 2017-2022. Under that plan,
strategies to expand access to economic opportunities include the development of the country’s digital
financial infrastructure to ready the financial system for a cash-lite economy and promotion of digital
payments in both the government and the private sector. Strategies for sustaining a stable
macroeconomic environment include fast-tracking implementation of tax reforms, such as the digital
transformation agenda. Finally, strategies for good governance include technologies to strengthen anti-
corruption mechanisms. Tactics for ensuring seamless delivery of services include fast-tracking
digitalization of frontline services and contactless transactions with the government.

At the local level, the objectives of E-PESO support governance efforts and improving the ease of doing
business. E-PESO helped partner LGUs make online platforms available for revenue collection, such as
for businesses and property taxes. This support falls under Ease of Doing Business and Efficient
Government Service Delivery Act of 2018!0 provisions, which require each LGU to transition to being
an electronic business one-stop shop (eBOSS). An eBOSS is an online portal or website that can (1)
accept online or electronic submission of applications; (2) electronically issue tax bills or orders of
payment; (3) accept online payments; (4) issues electronic versions of permits, licenses, and clearances;
and (5) provide gateways linked to courier services for applicants who prefer to receive hard copy
permits.

The objectives of the E-PESO activity remained aligned with USAID strategies for the
Philippines. Under USAID’s CDCS 2013-2019, the E-PESO Activity is aligned with DO | or the
United States—Philippines Partnership for Growth!!' objective of broad-based, inclusive growth. The E-

'® The Republic Act (RA) 11032—An Act Promoting Ease of Doing Business and Efficient Delivery of Government
Services mandates that all government offices and agencies improve their transaction systems and procedures.
Business-related transactions must be automated through development of accessible, web-based software and
technology-neutral platforms.

' Signed in November 201 |, the United States—Philippines Partnership for Growth is a bilateral partnership
between the governments of the United States and the Philippines. The partnership was based on a shared
commitment to addressing binding constraints to inclusive and sustainable growth.
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PESO Activity was expected to contribute to the sub-intermediate result, “Policy and Regulatory
Environment Improved” and the intermediate result, “Economic Competitiveness Enhanced.”

Under CDCS 2020-2024, USAID is prioritizing the Philippines’ journey to self-reliance—hence, the
overall goal of “a well-governed and more self-reliant Indo-Pacific partner.” The E-PESO Activity is
expected to contribute to DO 2, or “Inclusive, Market-Driven Growth Expanded.” Specifically, E PESO
will contribute to the intermediate result, “Regulatory Quality Improved” by strengthening the enabling
environment for the digital economy.

The project objectives support international commitments, particularly of the sustainable
development goals (SDGs). The transformative power of digital financial inclusion'2 has been
recognized by the United Nations (UN) as having the potential to support the achievement of |3 of the
17 SDGs'3. Among many other pathways, digital financial inclusion allows efficient government transfers
(contributing to SDG |, “No Poverty”), empowers women to take greater control of their finances
(contributing to SDG 5, “Gender Equality”), helps water utilities improve collection so that they can
recover cost and supply water sustainably (contributing to SDG 6, “Clean Water and Sanitation”), and
can help create more transparent and auditable records (contributing to SDG |6, “Peace, Justice, and
Strong Institutions”). Annex E presents the digital financial inclusion opportunities for helping meet the
I3 SDGs.

The E-PESO Activity transferred knowledge to major government counterparts. Before the
development of NRPS, interoperability among financial institution prevented the flow of funds from one
institution to another. This structural barrier hindered payment streams among businesses, individuals,
and governments and caused inefficiencies, which prevented sustained use of e-payments and financial
inclusion. With support from USAID, an interoperable NRPS was conceptualized that received broad
support from BSP and the payment industry. Then, it was formulated and implemented (see further
discussion in the section “Effectiveness”). The E-PESO team gave BSP global perspective and technical
expertise on digital payments. The project provided BSP with valuable inputs that paved the way for the
development of the NRPS framework.

Another example is the case of the Department of Social Welfare and Development (DSWD), whose
mandate and expertise do not relate to financial endeavors. Assistance from the E-PESO Activity paved
the way for DSWD staff and program beneficiaries to learn more about financial literacy and apply this
information to achieving positive behavioral changes and financial independence.

The COVID-19 pandemic proved to be a major driving force in shifting payment
transactions to digital payments. With the COVID-19 outbreak, the use of digital payments evolved
from a tool of efficiency to a tool of necessity. With the imposition of community quarantines and
lockdowns, people resorted to using digital payments for their transactions. Further, the pandemic led
to the formation of habits among users, who were forced to adapt and experience the benefits of digital
payments. BSP data show that the number of money transfers that used PESONet and InstaPay

2 The Consultative Group to Assist the Poor (CGAP) defines digital financial inclusion as digital access to and use of
formal financial services by excluded and underserved populations.

'3 A UN compendium on digital financial inclusion presented pathways on how digital financial inclusion can
support SDG targets for goals | through |1, 13, and |6.
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significantly increased after community lockdowns. Data are presented in the section, “Effectiveness”
(see Figure 2 to Figure 5).

Google-commissioned Kantar Southeast Asia (SEA) e-Conomy Research 2021 demonstrated observed
exponential growth in digital consumers in the Philippines, with approximately 12 million new digital
consumers in the country since the start of the COVID-19 pandemic. Of these, 63 percent are from
non-metro areas, and 99 percent expressed their intention to continue digital consumption. For pre-
pandemic users, or those who used the services before the pandemic, average consumption increased
by 4.3 times since the pandemic began. On the seller side, about 97 percent of digital merchants
surveyed accept digital payment. Further, approximately 39 percent expressed their belief that they
would not have survived the effects of the pandemic if not for the digital platforms!'+.

Alongside the increased use of digital payments, the COVID-19 pandemic highlighted that the digital
ecosystem should be safe, efficient, and inclusive. It also emphasized the importance of information
campaigns to advise the public of the various payment streams available to them and standard safety
practices for making financial transactions online. In line with this emphasis, BSP is implementing a digital
literacy program that promotes the use of digital payments and a cybersecurity awareness campaign '®.
Further, the pandemic revealed digital divide concerns, including infrastructure gaps that prevent
equitable access for Filipinos.

EFFECTIVENESS

Evaluation Question: Did E-PESO achieve the four sub-purposes on the development of a lasting and inclusive
economic infrastructure? What are the possible reasons for the successes and failures?

Overall, E-PESO achieved the NRPS target for volume of digital payments. A BSP report!é
released in 2021 showed that the volume of monthly digital payments reached 20.| percent in 2020,
slightly surpassing the NRPS goal of 20 percent by 2020. This achievement implies that the country is on
track to meet the current national target of 50 percent by 2023, as indicated in the BSP Digital Payments
Transformation Road Map (see the discussion in the section, “Sustainability”).

Table 3 shows the trend in digital payments by volume and payer classification. Comparing 2013 with
2020 values, growth in digital payment for all payer types has been significant. Payments by individuals,
which are characterized as high-frequency, low-value transactions, increased from 0.3 percent in 2013 to
23.4 percent in 2020, which was a major contributor to meeting the 2020 target considering that
payments by individuals make up 78.1 percent of total payment volume. In terms of digital payments by
businesses, growth has been slow, with a noted decline from 6 percent in 2019 to 5.4 percent in 2020,
likely because of the pandemic. Finally, the government is the most cash-lite entity among payers,

'* Google, Temasek, and Bain. e-Conomy SEA 2021 Roaring 20s: the SEA Digital Decade. 2021.

https://www .bain.com/globalassets/noindex/202|/e_conomy_sea_2021|_report.pdf.

5 Raymond Estioko, Bridget Rose Mesina-Romero, Maria Christina Masangkay, Maureen Franco, Marco Luis de
Larrazabal, Paulene Niha Bueno, Patricia Josette Lingat, and John Jerry Jaspio, Forging Pathways to a Cash-Lite
Society: Status of Digital Payments in the Philippines, 2021 Edition, 2021,
https://www.bsp.gov.ph/PaymentAndSettlement/BSP-Forging_pathways_to_a_cash-lite_society-
Status_of_Digital_Payments_in_the_Philippines_(202_edition).pdf.

'® Ibid
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suggesting that the government is setting an example of digitalization. Although government payments
are just a small portion of the total volume (0.7 percent), 93.2 percent of all government payment were
made digitally'”.

TABLE 3. SHARE OF DIGITAL PAYMENTS BY VOLUME

PAYER CLASSIFICATION 2013 2018 2019 2020
Individuals 0.3% 12.0% 15.3% 23.4%
Businesses 1.3% 5.0% 6.0% 5.4%
Government 54.0% 64.0% 80.0% 93.2%
Overall 1.0% 10.0% 14.0% 20.1%

Source: Better Than Cash Alliance, Country Diagnostic: The State of Digital Payments in the Philippines, December 2019; Raymond
Estioko, et al., Forging Pathways to a Cash-Lite Society: Status of Digital Payments in the Philippines, 202 | Edition, 202 1.

E-PESO achieved all three “desired impact” and two “desired purpose’ indicators.!8 Based
on the E-PESO final report and the latest available data, the achieved “desired impact” indicators include
(1) 81.4 million e-payment users (as of the end of 2019) against a target of 13.5 million; (2) 25.1 percent
share of the adult population who are e-payment users against a target of 20 percent; and (3) seven
financial products, tools, and services that were designed to meet the needs of low-income clients. The
achieved “desired purpose” indicators include (I) the share of digital payments reached 10 percent by
volume in 2018 against a target of 10 percent by the end of the project, with recent data showing that
the share of digital payments further increased to 20 percent, and (2) 34.7 million active e-payment
users reached in 2020 against a target of |12 million'?. Annex E presents the accomplishments in detail.

SUB-PURPOSE I: RAPID ADOPTION OF E-PAYMENTS IN THE FINANCIAL SYSTEM

Three of the four component indicators were achieved as of activity completion. The final
report assessed the following indicators as achieved: (1) helped five agencies enable digital collection and
disbursements2? (e.g., Bureat of Internal Revenue (BIR) expanding e-payment collection options, National
Meat Inspection Services making online payments for permits available, the Department of Trade and
Industry integrating its business name registration system with online and mobile payment services, the
Social Security System implementing mandatory online transactions and checkless disbursements, and

7 Ibid

'® The desired impact indicator of “Transparency and efficiency of the retail payment system improved” was excluded because
it was tracked under Outcome Indicator 3.1, “Financial regulation refined to manage growth of e- payments.”

' The E-PESO Final Report assessed the indicator “number of active e-payment users” as not achieved based on
the available data at that time (2019). This evaluation updated the accomplishment for the indicator with 2020 data
(based on BSP’s Financial Inclusion Dashboard data) and assesses the indicator to be achieved.

20 Bureau of Internal RevenueBIR in expanding e-payment collection options, National Meat Inspection Services
(NMIS) in making online payments for permits available, DT the Department of Trade and Industry in integrating
its business name registration system with online and mobile payment services, the Social Security System (SSS) in
implementing mandatory online transactions and checkless disbursements, and DSWD the Department of Social
Welfare and Development in the digitally disbursingement of the Social Amelioration Program
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the Departement fo Social Welfare and Development digitally disburing the Social Amelioration
Program; (2) provided research, advisory services, partnerships facilitation, and project management
assistance to | | LGUs (Quezen, Valenzuela, Purto Princesa, Legazpi, Tagbilaran, Zamboanga, Cagayan de
Oro, Ligao, General Santos, Ubay, and Nabunturan; and (3) 1,483 businesses that used e-payments; (2)
provided research, advisory services, partnerships facilitation, and project management assistance to | |
LGUs2!; and (3) reached 1,483 businesses that used e-payments.

The indicator on “number of people trained on the uses of e-payments” was reported not to have been
achieved in the E-PESO Final Report, but the final report noted that the declared 75 percent
accomplishment (11,962 actual vs. the 16,000 target) excludes DSWD’s financial literacy program
training, which was then scheduled to commence shortly after the E-PESO Final Report was drafted in
February 2021. Based on DSWD’s response to the Kl for this evaluation, the department confirmed
that three financial literacy sessions were conducted from March to May 2021. Each of the three
sessions serviced about 3.8 million beneficiaries.

E-PESO supported tax collection via digital channels. E-PESO assistance involved issuance of
regulations enabling adoption of new electronic payment channels. These new channels cater to micro
and small enterprises, which represent 90 percent of tax filers. E-PESO also worked with the Bureau of
Internal Revenue (BIR) to undertake a communication drive encouraging taxpayers to use digital filing
and payment channels during the government-imposed enhanced community quarantine (ECQ) because
of COVID-19. The assistance resulted in significant growth in tax collection through digital channels.

E-PESO helped enable electronic fund transfer as a payment option for national
government agencies through the development of an e-learning system. E-PESO technical
assistance to the Department of Budget and Management (DBM)?22 involved helping to roll out the
Budget and Treasury Management System (BTMS)23. Through the BTMS, more national government
agencies can access PESONet, a service of government servicing banks, facilitating the shift from checks
to digital payments. To roll out BTMS to all national government agencies, the DBM had to train about
2,600 users per year over six years. This requirement made traditional classroom training impractical,
and an e-learning system was developed. The E-PESO Final Report cited that as of December 31, 2020,
more than 4,000 learners from 100 government agencies were registered with the BTMS e-learning
system.

As of writing this report, the e-learning platform, which was originally intended for rolling out BTMS
ended up being used for other purposes related to public financial management because BTMS was
suspended. Because of certain procurement limitations, funding constraints, and changes in strategic
direction, the DBM, on behalf of the Public Financial Management (PFM) Committee, decided to suspend

2! Quezon, Valenzuela, Puerto Princesa, Legazpi, Tagbilaran, Zamboanga, Cagayan de Oro, Ligao, General Santos,
Ubay, and Nabunturan

22 The BTMS is the information system for the PFM operations of the Government of the Philippines. It is
integrated, web based, and fully automated. It is also designed to streamline processing and monitoring of financial
transactions in all government agencies through a centralized database.

2 The BTMS is the information system for the PFM operations of the Government of the Philippines. It is
integrated, web based, and fully automated. It is also designed to streamline processing and monitoring of financial
transactions in all government agencies through a centralized database.
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BTMS temporarily because the tool involved sizeable investment in product support and maintenance?4.
Because having an integrated financial management and information system is a reform that the
government continues to pursue, the tool will be remodified, and the PFM Committee is already
reviewing the reform road map for the integration of the financial management system. Despite the
BTMS being suspended, the tool’s e-learning component is being reframed for other applications and
capacity-building programs.

This evaluation considers the development of the BTMS as something beyond the activity’s control. The
e-learning platform remains useful and is currently being used for other purposes, such as the Budget
Fora and PFM courses. The DBM is also planning to use the e-learning component for internal training,
such as the basic courses the Department’s human resources group offers. Also, because of the
efficiency and practicality e-learning offers, DBM has received inquiries from other government agencies
about e-learning.

E-PESO was instrumental in the digital disbursement of government relief grants during
the COVID-19 pandemic. E-PESO helped DSWD use digital technologies to carry out the Social
Amelioration Program (SAP)2. In partnership with government (i.e., DSWD and the Department of
Information and Communications Technology [DICT]) and the private sector(i.e., Developers Connect
Philippines, Amazon Web Services, PLDT Group, and Smart Communications, and SM Group, and the
BDO Foundation), E-PESO facilitated the development of an application called ReliefAgad?6. Designed
for quick deployment during an emergency, the application has the capacity to expedite beneficiary
registration and subsidy distribution by using digital payment systems?’. In addition to being more
efficient, the application made it safer for beneficiaries to access relief because it avoided crowding
during registration and distribution. Design is people centric, featuring a customer support hotline and
chat functionality. Further, those who do not own smartphones can still register by using someone else’s
phone. For those without a bank account, DSWD can push the data to participating financial institutions
to facilitate new account creation.

By the end of registration in June 2020, 4.3 million beneficiaries had registered digitally, I.I million of
whom (or 27 percent) enrolled their transaction account to facilitate digital payment of their cash relief.
The E PESO Final Report also stated that by end of September 2020, 12.9 million beneficiaries28 had
received cash relief amounting to US$1.7 billion (PHP83 billion). From this, 92 percent of beneficiaries
were paid digitally using their transaction account. Further, 9.3 million new transaction accounts were

* The BTMS is covered by product support and maintenance that expired in 2020.

2 The SAP is the government’s COVID-19 em