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The APEC Electronic Commerce Steering Group (ECSG) recently reported eMarketer data 

projected that global retail e-commerce sales would rise by 20.7% to USD 3.535 trillion in 

2019, and to USD 5 trillion by 2021. The Asia-Pacific region is estimated to be the fastest-

growing e-commerce market in the world (APEC ECSG 2020). The ECSG also noted that in 

the large and fast-growing e-commerce markets of APEC economies, there was a “digital 

divide” in the infrastructure landscape, with the potential to create a “new underclass” of 

the disconnected. This divide, which affects women disproportionately, arises from unequal 

opportunity to access, adapt and create knowledge via information and communication 

technologies. Without the advantages of infrastructure, human resources, capital 

investment and an enabling policy environment, developing economies are in danger of 

being left behind if their governments do not take appropriate action to promote growth, 

innovation and inclusion.  

The economic and social benefits of financial inclusion are well established, and in recent 

years governments around the world have increased their efforts to develop and implement 

strategies to create more inclusive financial sectors. Many of these strategies and 

interventions focus on solving supply-side issues, despite many studies concluding that 

demand-side factors are just as critical for achieving financial inclusion (Ramakrishna and 
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Trivedi 2018). Providing the excluded, especially the poor, with compelling reasons to use 

formal financial products and services is an important part of achieving full financial 

inclusion. The rise of electronic commerce (e-commerce) is one opportunity to enhance the 

demand for and use of DFS among the poor and in turn boost their financial health.15 

“We acknowledge that the digital economy has the potential to help 

close gaps and can make substantial contributions to understanding of 

consumers’ behavior and designing financial products that can 

significantly improve financial inclusion, stability and health.” 

Joint Ministerial Statement, APEC Finance Ministers’ Meeting, 

15 October 2019, Santiago, Chile 

As a result of the 2020 Covid-19 pandemic, the importance of e-commerce from the 

perspective of governments has increased dramatically. In many economies, e-commerce is 

being viewed as a critical factor in the fight to control the spread of the virus by enabling 

many parts of the economy to continue operating during lockdown conditions and by 

limiting person-to-person contact. As the crisis evolves, the push to digitise micro, small and 

medium enterprises (MSMEs) is expected to result in greater use of e-commerce platforms 

and formal financial services such as digital payments. But to achieve inclusion at all levels 

and ensure that responses to the crisis support all aspects of the economy, the chance to 

successfully adopt e-commerce models must also be available to the region’s 

microenterprises, including informal enterprises operated by the poorest and most 

vulnerable people. 

4.1 The growth and impact of e-commerce in the Asia-Pacific region 

Even before the Covid-19 crisis, e-commerce had been a growing feature of local retail 

ecosystems throughout the Asia-Pacific. It has been particularly prevalent in the region 

relative to others: the Asia-Pacific accounted for as much as 64% of total worldwide e-

commerce sales in 2019 (Rakuten 2019). While much of this growth comes from China, 

home to industry giants like Alibaba and JD.com, digital transformation in the region has 

also been a major factor in the strong e-commerce growth trends of several other 

economies. For example, in 2014 the e-commerce market in Bangladesh was estimated at 

USD 25 million, but it is expected to reach USD 1 billion by the end of 2021 (CGAP 2019). 

Similarly, Indonesia’s e-commerce market is projected to increase from USD 8 billion in 2017 

to over USD 50 billion by 2022 (Das et al. 2018). As highlighted in Figures 5 and 6, online 

purchases are not only made by higher-income people, and a significant number of those 

with low incomes are also buying online. 

15 Financial health refers to the state of a person’s financial affairs, including factors such as amount of savings, 

level and stability of income, expense fluctuations, returns on investments etc.  
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Figure 5: Percentage of adults who have used the internet for online purchases in 2017 

(by region) 

 
Source: Global Findex Database 2017 

Figure 6: Percentage of adults who have used the internet for online purchases in 2017 

(selected Asian economies) 

 
Source: Global Findex Database 2017 

 

As the digital economy continues to develop, including global increases in smartphone 

ownership and internet connectivity, the trend of growing e-commerce markets is expected 

to continue and even accelerate due to Covid-19. This is creating new opportunities for 

entrepreneurs in developing economies to expand their businesses by adopting digital 

platforms that can open new markets, reduce costs and increase convenience. For buyers, 

e-commerce can provide greater convenience, as well as access to a broader and more 

affordable range of products. While the positive economic effects of e-commerce in 

developing economies are increasingly evident, including job creation, improved economic 
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efficiency and narrowing of the rural–urban divide (ADB 2018b), less is known about the 

opportunities e-commerce can create for microentrepreneurs and those at the base of the 

economy. These include the potential for e-commerce to offer pathways for informal 

microenterprises to move into the formal economy, and how e-commerce might drive the 

demand for and adoption of formal financial products and services to enhance financial 

inclusion. As the industry continues to develop, it will be important for stakeholders to 

consider how e-commerce is defined (see Box 3) and what sort of data can measure its 

effect on financial inclusion and broader economic development. 

Box 3: Defining e-commerce 

The Organisation for Economic Co-operation and Development (OECD) defines e-commerce 

as “the sale or purchase of goods or services, conducted over computer networks by 

methods specifically designed for the purpose of receiving or placing orders. The goods or 

services are ordered by those methods, but the payment and the ultimate delivery of the 

goods or services do not have to be conducted online. An e-commerce transaction can be 

between enterprises, households, individuals, governments, and other public or private 

organisations” (OECD 2011, 71). 

McKinsey & Company uses a much simpler definition and refers to e-commerce, or online 

commerce, as “consumers buying and selling physical goods online” (Das et al. 2018, 11). 

These examples highlight some of the difficulties with how e-commerce is currently 

understood and measured. Aspects of the definition, such as whether the electronic 

platform need be designed specifically for e-commerce, as per the OECD definition, and 

whether it sells both products and services or is limited to physical goods, following 

McKinsey & Company, highlight some of the complexities currently associated with research 

into the sector. Examples of additional characteristics often used to establish the 

parameters of e-commerce include payment methods used, platform types (internet or 

mobile networks), hardware (computers, mobile phones or both), business models (B2B, 

B2C etc.) and formal versus informal operations. 

This report does not seek to establish a new or standard definition of e-commerce. Instead, 

it aims to increase understanding of its diversity as an emerging sector and highlight how 

digital transformation is creating new opportunities for inclusive economic development. 

4.2 The use of e-commerce in developing economies 

According to the United Nations Conference on Trade and Development (UNCTAD), 

developing economies are at a disadvantage when it comes to engaging in and benefiting 

from e-commerce because of the limitations of their digital economies (UNCTAD 2019). The 

common challenges that entrepreneurs in developing economies face when enhancing their 

businesses through e-commerce platforms include insufficient access to logistics networks, 

ICT infrastructure, cybersecurity protection, and consumer and other legal protections. 
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Other issues more prevalent for the poor include complex registration processes, lack of 

formal identification, limited digital literacy skills and lack of trust in digital platforms.16 

While these challenges may hinder the increase in the number of microenterprises that use 

e-commerce platforms, there is increasing evidence that many of the region’s poor, 

especially women, are instead adopting various other forms of technology available to them 

to engage in unique, more casual forms of online business that are more suited to their 

needs and enable them to overcome many common obstacles. 

Recent research on e-commerce markets in Asia has found that the poor, especially women, 

frequently use common social media platforms like Facebook, Instagram or WhatsApp and 

repurpose them to buy and sell goods (Islam and Roest 2020; Women’s World Banking 

2019). This method of conducting business online, sometimes referred to as “social 

commerce”, can be considered a variant of traditional e-commerce and is particularly 

popular with informal microenterprises because it provides a simple way for the poor to 

engage with their immediate and extended connections to showcase their products and 

place orders.17 Furthermore, these models of e-commerce do not require access to 

computers or specialised software, only a smartphone and the use of social media platforms 

that the buyer and seller are already comfortable with. 

“CGAP’s research on the e-commerce markets of Bangladesh, Pakistan 

and Myanmar has resulted in estimates that the majority of online 

commerce happens outside of dedicated e-commerce platforms (i.e. 

informally) and most of it is being done by women.” 

Joep Roest, Senior Financial Sector Specialist, CGAP 

To help distinguish this variant of e-commerce, which is commonly used by the poor, CGAP 

has developed a list of characteristics (see Table 4). CGAP has adopted the term “formal e-

commerce” to describe models that use technology platforms specifically designed for e-

commerce and support transactions from start to finish, including supply and demand 

matching, payment facilitation and order completion. In contrast, “informal e-commerce” 

has been identified by CGAP as based on social media platforms, with certain steps like 

payment or delivery service sometimes done offline, depending on the circumstances (Islam 

and Roest 2020). It is important to point out that, in this context, the terms formal and 

informal do not denote whether sellers or platforms are regulated (formal) or unregulated 

(informal) by governments. Unregulated enterprises commonly use both traditional formal 

e-commerce models and social or informal e-commerce models. 

16 Cyber-security concerns in e-commerce are common across the region, causing a lack of trust among 

consumers when they are asked to provide banking details online. Consequently, many consumers still prefer 

shopping in bricks-and-mortar stores (CCCS 2017). 

17 In emerging markets, social commerce can improve livelihoods for a large part of the population, particularly 

in the informal sector where most people make their living (Naghavi 2019). 



 

 44 

 

Table 4: Characterising e-commerce models 

CHARACTERISTIC 
FORMAL E-COMMERCE 

(END-TO-END) 

INFORMAL E-COMMERCE 

(FRAGMENTED AND 

HIGHLY SITUATIONAL) 

Payment method 
Allows digital payments (but cash on delivery is 

still the most used payment method) 

Little or no digital payment 

(nearly all cash on delivery) 

Business model 
Primarily a business-to-business-to-customer 

(B2B2C) marketplace business model 

Business-to-customer (B2C) 

business model 

Products 
Large selection of products but limited value 

addition; high gross merchandise volume 

Small selection of products but 

with value added; low gross 

merchandise volume 

Customer interaction 
Commoditised communications, including 

chatbots 

Highly personalised 

communications 

Marketing Platform-driven 
Self-driven, often starting with 

personal networks 

Delivery Platform-driven 

Self-initiated, handled by seller 

or a third-party service 

provider 

Source: Islam and Roest 2020 

The distinctions between informal and formal e-commerce models identified by CGAP are 

useful to help stakeholders understand how this market is evolving for those at the base of 

the economy.18 With increasing numbers of microenterprises of the poor adopting 

“informal” e-commerce models, these distinctions highlight several of the disadvantages the 

poor face when engaging in e-commerce. Understanding these limitations is important for 

advancing financial inclusion, as it can help governments and practitioners develop more 

effective ways to expand opportunities for the poor to improve their businesses and 

increase demand for formal financial products and services. 

As highlighted in CGAP’s research, microenterprises of the poor are still largely excluded 

from digital payments infrastructure, so they make most of their financial transactions in 

cash. The adoption of e-commerce models by the poor represents a valuable stepping stone 

 

18 An extension to this taxonomy of markets and platforms used by buyers and sellers outside of 

“mainstream” e-commerce might be termed “expedient” e-commerce markets and platforms: those used 

because they are the only or most accessible option due to the availability of infrastructure and/or the 

capacity of sellers and buyers to access it, or those designed for a specific market or customer/seller 

circumstance. 
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towards building trust and capacity in the use of digital technology and potentially 

increasing demand for DFS-like digital payments to facilitate transactions more efficiently. 

Building on CGAP’s framework, Table 5 gives additional insights into why informal or social 

media e-commerce, as opposed to dedicated e-commerce platforms, are particularly 

relevant to the poorest segments of the population by highlighting common characteristics 

of poor microentrepreneurs. As the table shows, several factors stemming from common 

behaviours of the poor, their social structures or their general operating environments 

reinforce constraints such as reliance on cash or the importance of personal relationships in 

business. Issues like these, coupled with more widely recognised challenges such as lack of 

knowledge19 or digital infrastructure, have given rise to the adoption of informal or social e-

commerce models by the poor to suit their needs, as opposed to using more sophisticated 

or feature-rich platforms that might offer them greater development advantages. 

  

 

19 Experience of using services increases consumer trust and appreciation of the benefits of online shopping, 

such as convenience and choice. Consumer readiness and, by extension, familiarity with e-commerce services 

are low across many developing economies. This could affect the adoption of e-commerce in those markets 

(Joiner and Okeleke 2019). 



 

 46 

 

Table 5: Relevance of informal (or social) e-commerce to the poor 

 Informal e-Commerce Significance to the poor 

Payment 
method 

Little or no digital payment (nearly all cash on 
delivery) 

The poor are more reliant on cash-based 
economies due to lack of trust in digital 
finance and their transactions being 
mainly small and informal (Shinozaki 
2017), or due to limited access to 
reliable and affordable electronic 
communications infrastructure. 

Business 
model 

Business-to-customer (B2C) business model 

Poor microentrepreneurs generally 
support themselves, operate outside of 
government regulation and rarely 
interact with formal institutions in the 
private sector (ACCESS Advisory 2020). 

Products 
Small selection of products but with value 
added; low gross merchandise volume 

Poor entrepreneurs are generally small 
scale, lack competitive advantage and 
serve markets that are also too poor to 
support products and services sold at a 
premium (ACCESS Advisory 2020). 

Customer 
interaction 

Highly personalised communications 

A major characteristic of subsistence20 

marketplaces operated by the poor is 
the importance of personal relationships 
between buyers and sellers 
(Viswanathan 2007). Not only do these 
relationships help to ensure repeat 
sales, they also provide the basis of 
social networks, which are important 
assets of the poor (ACCESS Advisory 
2020). 

Marketing 
Self-driven, often starting with personal 
networks 

Operating with limited skills and small 
sums of capital, the target customers of 
microentrepreneurs are people who, 
like the sellers themselves, are at the 
base of the income pyramid (ACCESS 
Advisory 2020). 

Delivery 
Self-initiated, handled by seller or a third-party 
service provider 

(See “Customer interaction”.) 

Source: FDC 

 

20 Subsistence entrepreneurship is defined as “entrepreneurial actions undertaken by individuals living in 

poverty” (Viswanathan et al. 2014, 213). 
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4.3 Opportunities for women and e-commerce 

The prospect of e-commerce enabling new opportunities for poor microentrepreneurs to 

develop their businesses further and enhance their incomes is particularly important for 

women. According to the International Labour Organization (2018), women in developing 

economies are more exposed to informal employment and are more often in the most 

vulnerable situations. Many studies have highlighted the barriers to engaging in economic 

activity faced by poor women in developing economies, such as cultural constraints, 

inadequate finance, gender discrimination, limited networks, family duties, low education 

and skills, and lack of access to markets (Panda 2018; ILO 2018b; Agrawal 2018). Many of 

these common disadvantages can be addressed by e-commerce models. As highlighted by 

Phan et al. (2020), some examples include: 

• Less resources are required to start, maintain and develop an online business. 

• Technology enables women’s greater control of their business, including more efficient 

and affordable marketing. 

• Greater flexibility to work from home makes it easier to manage other responsibilities. 

• Greater opportunities for women entrepreneurs to grow as a community and share 

knowledge and resources through technology. 

However, microentrepreneurs face several unique challenges in e-commerce, which affect 

both men and women. According to Dinh (2020), examples include: 

• Lack of trust in digital technology. For successful transactions, buyers and sellers who 

may not know each other need mutual trust on matters such as payment and product 

quality. 

• Security risks. Digital information theft, hacking and scams are still significant threats to 

e-commerce users. The poor, who are less digitally literate, are particularly vulnerable. 

• Dual nature of social networks. Negative reviews, including on social media, can result 

in buyers boycotting businesses entirely. This can also be exploited to damage the 

reputation of competitors. 

• Motivational factors. Unavailability of support to navigate legal systems and 

government policies or secure financial aid. 

• Limited business capacity. Lack of opportunities for microentrepreneurs to learn and 

develop the skills needed to operate in the digital economy, including digital literacy. 

Recent research from CGAP and Women’s World Banking has found that more and more 

women are bypassing the systemic challenges associated with e-commerce, as both buyers 

and sellers, by adopting informal or social models (Islam and Roest 2020; Women’s World 

Banking 2019). As e-commerce continues to grow in popularity, opportunities for financial 

and economic inclusion will also expand via the introduction of digital payment methods. 
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4.4 Advancing financial inclusion through e-commerce 

These digital opportunities will be more prevalent for microentrepreneurs who want to 

expand their businesses and have the means to adopt designated e-commerce platforms 

that can give them access to broader markets as well as additional services, including formal 

finance. Studies on the financial behaviours of poor microentrepreneurs, including those 

working in the informal economy, have found that they rarely invest in the expansion or 

reform of their businesses (Rutherford 2019) and that in most cases they view their 

microenterprise as a way to “get by” rather than “get ahead” (ACCESS Advisory 2020). 

Efforts to develop opportunities for the poor to adopt purpose-built e-commerce platforms 

(e.g. Taobao [China], Flipkart [India] or Go-Jek [Indonesia]), including the development of 

necessary infrastructure and promotion of potential benefits like increased income, may 

help to create more demand among the poor for financial and economic inclusion as 

opportunities to “get ahead” become more apparent. 

By understanding the factors driving the growth in demand for e-commerce among the 

poor, including those stemming from the Covid-19 crisis, governments and development 

practitioners can identify appropriate interventions to support poor microentrepreneurs in 

benefiting from e-commerce models. Support for the use of e-commerce platforms by the 

poor, coupled with programs spurring the development of platforms that meet their needs 

most effectively, could lead to higher incomes and greater demand for digital financial 

products and services. The convenience and affordability of the transaction options enabled 

by mobile money could provide important benefits to the poor who want to expand their 

businesses and generate higher incomes. Offering a compelling reason and opportunity to 

use digital wallets and payment mechanisms may also encourage the poor and financially 

excluded to seek a broader range of digitally accessible services appropriate to their needs, 

such as credit, savings, insurance and pensions, which could strengthen their financial 

health. 

4.5 Recommendations for policymakers and regulators 

Like many aspects of the formal financial system, traditional e-commerce models and 

platforms are not often designed with the poor in mind. By working with microfinance 

institutions and other NGOs that serve the poor and understand their needs, important 

insights can be gained into the circumstances and environments in which the poor operate 

and how they create barriers for engaging in e-commerce as buyers and sellers. To achieve 

success, e-commerce models aligned more effectively with the needs of the poor need to be 
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developed and deployed.21 This would include addressing the current preferences for cash 

transactions, greater personalisation and social engagement and the ability to buy and sell 

at a small scale. Specific actions that governments can take include: 

• Connectivity. Improve connectivity by extending physical digital communication

infrastructure beyond urban centres into rural and remote areas.22 Government can lead

in building this infrastructure, with private-sector involvement or partnership to

enhance sustainability.

• Regulation. Ensure that adequate regulations for e-commerce are in place that

specifically recognise the needs of the poor and offer appropriate protections, including

redress or penalties for fraud.23 If e-commerce regulation does not already exist, it could

be enacted as an extension of trade practices legislation.

• Facilitate growth. Encourage local government in rural areas to facilitate and coordinate

the growth of e-commerce. This might include prioritising development of key

infrastructure (e.g. internet connectivity and logistics networks), establishing industrial

parks or service centres for e-commerce, providing low-interest loans, offering tax

concessions for microenterprises expanding into e-commerce, reducing administrative

burdens and liaising with local educational institutions to facilitate training.

• Infrastructure. Use existing public and private infrastructure in regional and remote

areas, such as bank branches, post office branches,24 regional multi-line consumer

service centres, rural village or urban market trader stores, and smallholder/farmer

cooperatives, to facilitate e-commerce transactions and logistics.

• Financial investments. Prioritise developing sources of finance to support e-commerce

platforms or models designed to reach poor and rural populations and help

microentrepreneurs reach economies of scale. This might include government financing

mechanisms such as grants, matching funds or tax incentives that stimulate the

21 “Unofficial” entrepreneurs are even less likely to secure support from banks and should not be locked out of 

financial support. There is a need for a diversified mix of financing possibilities, perhaps requiring a softening 

of relevant regulation, to support such entrepreneurship, particularly in rural and remote areas (RMIT 

University Australia and RMIT University Viet Nam 2017). 

22 Viet Nam has identified reliable, ubiquitous and secure ICT infrastructure and the energy to power it as the 

number one priority of its digital economy roadmap and is investing in the development of broadband 

infrastructure economy-wide, with priority for remote and isolated areas, disadvantaged areas, border areas 

and islands. 

23 Out of the 21 APEC economies, 20 (with Papua New Guinea the exception) have adopted legislation, based 

on the UNCITRAL 1996 Model Law on Electronic Commerce and 2001 Model Law on Electronic Signatures, 

which focuses largely on ensuring that electronic forms of exchange are legally equivalent to written forms 

(APEC ECSG, 2020). 

24 The Financial Inclusion Technical Assistance Facility established by the Universal Postal Union gives technical 

and financial assistance to postal operators around the world to help meet the e-commerce needs of 

unbanked people and micro and small enterprises, for example, by linking e-wallets to prepaid cards to 

facilitate domestic and international payments and transfers (Corredera 2020). 
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economy and generate public benefit or support for private-sector engagement via 

supply-chain financing, factoring, unsecured loans, crowdfunding etc. 

• Consumer protection. Establish programs to promote consumer protections that cover 

the poor, along with financial and digital literacy. As digital economies develop, it is 

important that governments take a lead role in closing the growing digital divide, which 

risks leaving the poor, especially women, behind. Greater digital literacy will enable poor 

microentrepreneurs to develop their businesses more effectively via e-commerce while 

also mitigating fraud and costly technical errors. 

• Economy-wide strategy. Develop economy-wide e-commerce strategies that actively 

aim at closing gaps in digital access, adoption and use. These strategies should also 

include measures to enhance the affordability of digital technologies and increase online 

safety, as well as specific targets (both numbers and dates) for extending ICT and 

logistics networks and digital access to rural and remote areas.25 

• APEC cooperation. Commission an update of the 2017 APEC Internet and Digital 

Economy Roadmap, specifically focusing on point 10, “Enhancing inclusiveness of 

Internet and Digital Economy,” to produce a guidance document that assists member 

economies with the development of domestic e-commerce policies and regulations that 

include consideration of consumers and microenterprises operating, or aspiring to 

operate, in poor and vulnerable communities. 

 
 
Refer to Case Study 8: China – Alibaba’s Rural Taobao program 
 

 

Studies have found that digital finance, including mobile wallets and digital payments and 

lending, can dramatically increase economic activity and e-commerce among merchants and 

consumers (Kapron and Meertens 2017). Digital finance could be particularly beneficial to 

small enterprises in developing economies, including informal microenterprises, as a 

solution to many of the common disadvantages associated with using cash, such as 

increased theft risk, higher cost, inconvenience, inefficiency and weaker transparency. 

Linking digital financial products and services to e-commerce platforms via computers or 

mobile phones can support the growth and development of these enterprises significantly. 

 

25 Lack of finance and insufficient information were found to be the main barriers at the enterprise level to 

further digitisation of Viet Nam’s manufacturing and agriculture sectors. In particular, unclear economic 

benefits, uncertain effects of technology adoption and prohibitively high investments are the most important 

challenges for digitisation in Viet Nam, especially for small and medium enterprises (Cameron et al. 2019). 
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Access to digital finance has increased significantly in recent years because of the rapid 

growth and development of key enablers such as internet access and mobile phone 

ownership. However, despite the potential benefits for merchants and customers, adoption 

of DFS by microenterprises in developing economies has been slow. This is especially so in 

the informal economy, where most microenterprises continue to rely on cash to transact 

with customers and suppliers. It is generally expected that the demand for digital finance, 

particularly digital payments, will increase as a result of the Covid-19 pandemic, so there is 

now an even greater opportunity for policymakers and regulators to take action supporting 

the transition from cash to digital. However, despite an increase in demand, stakeholders 

should expect this transition to be slow, as supply-side constraints such as financial 

infrastructure development need to be addressed and viable e-commerce business models 

appropriate for the poor established. Some priority areas where policymakers and 

regulators should consider supporting the availability and adoption of digital payment26 

options for microenterprises include: 

• Digital value chains. Working with the private sector, explore opportunities to support

the digitisation of microenterprise value chains. Microenterprises are significant

economic contributors and these businesses are increasingly adopting various e-

commerce platforms to expand their markets. Despite an increased rate of e-commerce

adoption, including formal and informal models, cash transactions with suppliers and

customers still dominate for many microenterprises, especially in developing economies.

The slow adoption of digital payments often stems from common issues such as

inadequate infrastructure, low digital literacy and lack of trust in digital services.

Governments can support the use of digital payments in microenterprise value chains by

introducing measures such as supporting a simplified e-KYC system, promoting

interoperability and backing training programs that help to onboard microenterprises to

digital finance platforms.

• Trust. Address fraud, privacy risks and other consumer protection issues that affect trust

in digital financial products and services. Lack of trust is commonly cited as a major

reason for microenterprises resisting digital transactions. With the Covid-19 pandemic

now driving greater adoption of digital payments, consumer concerns about fraud are

also increasing (Ahaskar 2020). To continue driving the use of digital payments and to

sustain progress, governments should identify ways to raise awareness of fraud and

relevant mitigation strategies for microenterprises, especially for the poorest and most

vulnerable, to build confidence in the digital financial system.

26 Secure and reliable e-payment systems will increase financial inclusiveness and make digitisation more 

beneficial to middle- and low-income households (Chen and Kimura 2020). 
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This should include helping to develop a clear understanding of where 

microentrepreneurs using e-commerce platforms can get technical assistance and what 

their options are for handling complaints and disputes. 

 
Refer to Case Study 9: Indonesia – Digitising Microenterprise Value Chains 

 

Doing business online can create many advantages and opportunities for microenterprises 

to grow and develop. It boosts ease of entry, expands reach to new markets, saves on costs 

and increases cash flow through automation, and grants easier access to information to 

analyse customer needs. While many microentrepreneurs at the base of the economy, 

especially women, are using social media platforms to engage in e-commerce, their growth 

potential remains constrained because their customer base is often limited to their personal 

network in their own community. By adopting e-commerce platforms designed specifically 

for buying and selling goods on a local or even international scale, ambitious 

microentrepreneurs (those with a desire to “get ahead” rather than just “get by”) can find 

greater opportunities to expand their businesses. Purpose-built e-commerce platforms 

could also give microentrepreneurs important benefits such as greater protections for 

buyers and sellers, technical assistance, redress systems and access to formal financial 

products and services. To ensure that poor microentrepreneurs understand the benefits of 

using e-commerce platforms and have equal access to them, governments should consider 

the following: 

• Research. Study the types of e-commerce used locally, including formal and informal 

models. These studies should aim to develop a better understanding and appreciation of 

the contribution e-commerce makes to the economy, livelihoods, financial inclusion and 

gender equality. 

• Technology solutions. Work with e-commerce market players to promote technology 

solutions that cater to the poor and enable online business opportunities. This could 

include public–private partnerships to establish technology incubators and accelerators 

focused on improving the financial health of the poor, and the provision of training to 

help microentrepreneurs understand and use tools that are available to them to develop 

an online business, such as market analysis, branding and digital storefront design. 

Governments should also play a lead role in supporting the delivery of basic digital 

literacy education as well as the use of digital payments. 

• Enterprise formalisation. Establish innovative regulatory requirements that provide 

suitable pathways, including appropriate incentives, for microentrepreneurs engaged in 

e-commerce to formalise their businesses. Many microentrepreneurs are not capable of 

completing lengthy registration applications, or do not adequately understand the 

requirements to achieve formalisation. Simplifying the registration and monitoring 

requirements for microentrepreneurs, as well as setting appropriate tax thresholds, can 
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be an important step in creating pathways towards formalisation. However, perhaps 

more importantly, governments need to consider why enterprises would want to seek 

formalisation and create awareness of the benefits. The advantages of formalisation will 

differ between economies and might include aspects such as easier and more affordable 

access to finance (including investments), legal protections or increased access to 

markets. 

Supporting microenterprises to pursue pathways towards formalisation and becoming 

active participants in the formal economy can result in significant development gains 

such as local economic growth, employment, wealth creation and increased government 

revenue. 

• Complaints and dispute resolution. Work towards creating a trustworthy environment 

for e-commerce, including the establishment of a framework for complaints and dispute 

resolution to discourage fraud, support better customer service and improve online 

sales. Lack of consumer trust is a crucial barrier to realising the potential of e-commerce, 

encompassing inability to judge the quality of the product online, payment fraud, 

privacy breaches, identity theft and access to complaints or recourse systems. 

 
 

 
Refer to Case Study 10: Malaysia – Driving E-commerce Adoption through the eUsahawan 
Program 
 
 

Women are often more vulnerable and disadvantaged than men, particularly in developing 

economies, for reasons including negative cultural expectations, fewer legal rights, political 

underrepresentation and lack of access to financial services. The potential benefits for poor 

women entrepreneurs who successfully engage in e-commerce are significant and include 

greater income generation, more flexibility to balance work and personal responsibilities, 

greater control of their businesses, and access to financial products and services to support 

their financial health. There are a number of policies or government interventions that can 

support the empowerment of women through e-commerce, such as: 

• Digital rights. Ensure that women can enjoy a safe internet experience by advancing 

policies that provide and enforce women’s digital rights, including enhanced information 

security and protection of intellectual property. 

• Digital access. Increase opportunities for women’s digital connectivity by prioritising 

investments and providing incentives that lead to greater access to smartphones and 

internet connectivity for women entrepreneurs in rural areas, e.g. by creating more 

affordable internet data plans. Alternatively, where connection remains impractical, 

governments can support the development of models that enable trade and payments 

to be made offline and then transacted online by agents later when they return to 

places with wi-fi or mobile coverage. 
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• Strengthening capabilities. Recognise the driving force that women represent for 

growth and invest accordingly in their capabilities. Digital and business skills training 

programs that are tailored to women are an effective way to increase their 

understanding and use of technology in an enterprise context.  

Training programs that encourage women to develop and apply their entrepreneurial 

mindset are also important, including gender-specific content on topics like personal 

initiative, socio-emotional skills, self-esteem, entrepreneurship, creativity, risk-

propensity and resilience (World Bank 2019). By taking a lead role in fostering self-

starting, future-oriented and persistent behaviours among women, governments can 

support the success and impact of women-led microenterprises within the local 

economy. 

• Gender inequality. Break down gender stereotypes by establishing awards and prizes or 

supporting women-centric technology development firms that enhance the visibility of 

women in e-commerce, together with awareness campaigns tackling socio-cultural 

norms, biases and stereotypes that exacerbate gender inequality (OECD 2018). 
 

  
 
Refer to Case Study 11: Bangladesh – Creating Women Entrepreneurs at the Base of the 
Economy 
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