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ABSTRACT

ZeroPayisa“zero-feepaymentservice,”whichisdesignedtohelpsmallbusinesses.
It is a QR code-based mobile secure payment service that the government, Seoul
MetropolitanGovernment(SMG),bank,andprivatesettlementproviderscooperate
toreducesmallbusinessowners’commissionburden.Whenaconsumerrecognizes
aQRcodeasasmartphoneapp,thefeeschargedbythemerchant’sfranchiseewill
eitherbelostorsignificantlyloweredasmoneytransfersfromtheconsumeraccountto
themerchantaccount.SMGstartedtoeasecommissions’burdenonsmallbusinesses
sufferingfromrecession,risingrents,andcardfees.However,becauseofthisservice
startedwithgovernmentpolicy,ZeroPaystartedwithmanycontroversies,andthese
issuesneedtobeaddressedfortheservicetosettledownstably.Themaindiscussion
ofthispaperisthatthisservicewillbeappliedsuccessfullytothemarket.Theauthor
discusseshowtheSMGeffortssettlesuccessfullywithstrategicallyinitiatedservices.
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INTRoDUCTIoN

GovernmentsupportisnecessaryforthehealthydevelopmentoftheFinTechsector,
whichcanpotentiallyrevolutionizefinancialservicesproducts,services,anddelivery
mechanismsworldwideanddeliversocialandeconomicoutcomesmoreeffectively
andefficiently.

Looking at developments worldwide, it is not clear that there is consensus on
howorwheregovernment support shouldplay into theFinTech sector’s evolution
and,inturn,itsrolemorebroadlywithinthefinancialservicesindustryandnational
economy.BysupportingandpromotingFinTech,governmentsarebroadly looking
to increasefinancial inclusionandaccess.Also,FinTechprovidesopportunities to
expandthereachoffinancialserviceswithpotentiallysubstantiallypositiveimpacts
forthepublic.Forthepracticalexpansionornewopportunitiesoffinancialservices
suchasFinTech,thegovernment’sleadershipandengagementandcollaborationof
citizensandfinancialinstitutionsareessential.

SMG(Seoul Metropolitan Government) is started “ZeroPay,” a QR code-based
mobilesecurepaymentservicetoreducesmallbusinessowners’commissionburden.
“ZeroPay” isamobilepaymentsysteminwhichauser takesaQRcode inastore
usingabankingappforasmartphoneorasimplepaymentapp,andthenreceivesa
cashpaymentbyinputtingthepurchaseamount.Whentheusermakesacreditcard
payment,thecardcompanywillpaythefee,butZeroPayisacashdirecttransactionfee.

In traditional card payments, merchants had to pay a fee when they approved
for payment. In the process, credit card companies, VAN(Value added Network)
companies,andelectronicpaymentagenciestookfees,andsmallbusinessessuffered.
ZeroPay,ontheotherhand,isaformofbanktransferwherethebanktransferscash
fromtheconsumer’saccounttotheseller’saccount.Supposetheuserrunasmartphone-
onlypaymentapplicationandtakeaQRcodeinthestorewithacamera.Theamount
isdisplayed,andpaymentismadebyauthenticatingwithapasswordorfingerprint.
Onthecontrary,userscanpaybyrunningtheapp,launchingauniqueQRcode,and
recognizingitasastore-onlyreader.

In the face of the private payment method’s difficulty, the Small and Medium
VentureBusinessDepartmentandsomelocalgovernmentsarejointlypromotingthe
introductionofthetentativenameZeroPayforsmallbusinesses.SinceZeroPayisbuilt
onanopenplatform,allbanksandsimplepaymentappscanusestandardQRcodes.

Compared with other developed countries, there is a unique characteristic of
theretailpaymentmarketinKorea.Thefactisthatcreditcards,whicharethemost
expensivepaymentmethods,arefixedasthemostcommonpaymentmethod,among
thelawforcingstorestopaybycreditcard.ZeroPayisapolicyprojectcreatedbythe
government’sproposal.

IntheZeroPayservice,privatebanksandnon-financialsimplepaymentcompanies
thatagreetotheconditionspresentedbythegovernmenthavesignedanagreement
withthegovernmenttoprovidepaymentservicesusingtheirplatform.Thesuccessor
failureoftheZeroPayprojectdependsontheactiveparticipationandwillofprivate
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companiesbecausethegovernmentdoesnotdirectlyprovidepaymentservices.Still,
thegovernment’spolicyprojectsarecarriedoutbyprivatecompanies.

The agreement between the government and participating companies actively
cooperatesinminimizingpaymentfeesforsmallbusinesses.Inparticular,itdoesnot
chargesettlementfeesorwiretransferfeesforpolicy-selectedmerchantsselectedby
localgovernments.Asageneralrule,afeeischargedtomerchantsbecauseacertain
amountofmoneyincurredinpaymentthroughasimplepaymentsystem.

Before starting the ZeroPay service, there were many negative opinions and
evaluations in the market. For this reason, SMG needed a lot of effort to settle
the service above all else. In particular, financial institutions’ active participation
suchascitizens,smallbusinessowners,banks,andcreditcardcompanies,andthe
government’srolewasmostimportant.

ThispaperdiscusseswhatisrequiredforFinTechservicestosettleinthemarket
and discuss government-led FinTech services such as ZeroPay service. We also
discuss how ZeroPay can overcome various issues and conflicts, secure market
competitiveness,providevariousbenefitstostakeholders,andsettleserviceswhile
resolvingconflictsbetweenexistingfinancialcompanies.Thispaperalsodiscusses
theeffortsofstakeholdersinSMGforserviceengagementandcollaboration.

In thepaper,wediscuss the“ZeroPay”service,whySMGstarted thisservice,
itsstrategicapproach,anditsproblems,solutions,governmentroles,anddirections
tofollow.

BACKGRoUND
Financial Technology (FinTech) Service in Government
FinTech(Financial Technology), meaning the convergence between finance and
technology,isabuzzwordfor2015.Mobiletechnologymakesiteasierforstartupsto
runabusinessthaninhistory,drivingashifttowardstheFinTecherawhereITuses
finance. FinTech increases its presence in every corner of financial markets, even
in thoseregardedas traditionalbusinessessuchaswealthmanagement,brokerage,
investmentadvising,thesecondarymarket,clearing,andsettlement.Koreaiskeeping
paceinseekingforopportunitiestopushFinTechinnovationforward.

Thecontinuousgrowthoftheinvestmenthasbeenpoweringthedevelopmentof
FinTechtoadvanceontechnologicalbreakthroughsinmultipleareas,suchasmobile
networks,bigdata,trustmanagement,mobileembeddedsystems,cloudcomputing,
imageprocessing,anddataanalytictechniques(Castiglioneetal.,2015;Gaietal.,
2018;Lee&Kim,2015;Zhangetal.,2016).

Asanew trend,FinTech is abusiness linebasedonusing software toprovide
financial services. FinTech companies are generally startups founded to disrupt
incumbentfinancialsystemsandcorporationsthatrelylessonsoftware(Leeetal.,
2016). FinTech companies offer easing payment processes, reducing fraud, saving
user’smoney,promotingfinancialplanning,andultimatelymovingagiantindustry
forward(Telegraph,2017).
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PeoplecanobtainanycreditsthroughspecialservicesontheInternetfromother
userswithoutbanks’participation,paybycreditcardusingmobiledevices,andget
informationaboutexpensesandincomesaccordingtothecardanywhereintheworld.
Usersdonotneedtogotobanksanymoreandspendtheirtimeoncreditarrangements,
currencyexchange,andATMstoremovecash.PurchasesontheInternetcanbepaidnot
onlyinrublesbutalsoinnewdigitalcurrency.Thesetoolsmakelifeeasier,butthey
poseaseriousthreattobanks.Now,bankinstitutionsshouldcreatemoreconvenient
andutilityservicesfortheclientstokeepclients.Therefore,bankandcreditsystems
starttochangeactively(PWC,2017).

InKorea,FinTechisreceivingmuchattentioninthefinanceandITmarkets.We
knowFinTechisacombinationoffinanceandtechnology.Thatis,financialservices
are provided through IT solutions so that customers can receive more convenient
financialservices.PeopleinKoreahavealreadyhadasignificantamountofexperience
withFinTech.ThemostcommonexamplesofFintechinKoreaareInternetBanking
andInternetshopping.

Limetal.(2019)explainedthatothercountriesworldwidearenotactivelyusing
InternetbankingandInternetshoppingasmuchasKorea.Itisnottoomuchtosay
thatthisgoesfortheservicesofferedaswell.However,Internetbankingandonline
shoppingdonotmakeuptheentirescopeofFinTech.

TheQRcode(QuickResponseCode)isatwo-dimensionalmatrixtypebarcode.It
ischaracterizedbyexpressingaone-dimensionalbarcodearrangedinaconventional
lineasaplaidsquareforaquickreaction.Itisalsoeasytocreateandreadsothat
it canuse invariousdevices.Mainly, it canuse to share informationbyusing the
cameraofthesmartphone.

It is common in China to pay QR codes to mobile phones rather than cash or
creditcardsatrestaurantsandmarts.Someshopsdonotpaycashandonlypayby
mobilewithQRcode,andstreetvendorsevenusethem.InChina,wherecredit-based
financialserviceshavenotbeendeveloped,themobilepaymentsystemhasbecome
establishedastheFintechbusinessgrows.

ZeroPay is similar to “WeChatPay”and“AliPay” that are common inChina.
ZeroPayandWeChatPayarethesameinthatuserscanpayimmediatelybyscanning
theQRcodewiththeuser’smobilephone.However,ZeroPayisamobilepayment
systemcreatedbytheSMGinsteadofacreditcardwithacommissionrateof3%.It
isdifferentfromWeChatPay,providedbyTencent,andAliPay,fromAlibaba.

Mobile payments are active in China because of the relatively low credit card
penetration rate and the difficulty in using credit cards. WeChat Pay and Ali Pay
shouldberegardedasdebitcardsbecausemoneydirectlywithdrewfromthelinked
bankaccount.However,forKoreanconsumerswhoarealreadyaccustomedtousing
creditcards,itmaybeinconvenienttouseQRcodesinmobilephoneapps.

WeChatPayandAlipayspreadwidely inChinabecauseofvariousadditional
benefitswiththeirbusinesses.Themostpopularandconvenientpaymentservicein
ChinaisAliPayinAlibabaandWeChatPayinTencent.Alipay,whichstartedfrom
an online shopping mall, expanded to offline services and expanded its services
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connectedwithitsrelatedbusinesses,startingwiththemobilemessenger,WeChat.
WeChatPayisbasedon“WeChat,”theworld’smostgiganticmessenger.Therefore,
itissafetoassumethatallChinesepeoplewithmobilephonesuseWeChatPay.Also,
WeChatPay’scommissionratepermerchantis0.6%,whichismuchlowerthanthat
ofKorea’screditcardfee.Inotherwords,thepaymentfeeislessthan0~1%because
itisadirectdebitpaymentmethodofcashdebit.China’sQRsecurepaymentservice
isexpandingtoJapan,HongKong,andEurope.

This paper introduces a QR code-based mobile simple payment service called
“ZeroPay,”providedbytheSeoulMetropolitanGovernment(SMG).

Governments play an essential role in the global financial markets. Rajan and
Zingales(2004)andGlaeseretal.(2001)suggestthatgovernmentscentralizeauthority
andareneededtocreatefinancialmarkets.Acharyaetal.(2016)findthatgovernments
indevelopedcountriesprovideanimplicitguaranteetolargefinancialinstitutions.

BysupportingandpromotingFinTech,governmentsarebroadlylookingtoachieve
thefollowinggoals:First,FinTechprovidesnewopportunities toexpandthereach
of financial services to the under-banked and the under-insured, with potentially
substantiallypositiveimpactspublicgood.

Second,governmentsmustensurethatthecountry’sfinancialsystemisefficient
andsufficientlyrobust,enablingtechnologiesandsolutions.Also,efficiencygains
willincreasinglyrequirehigherlevelsofpublicandprivatesectorcollaboration.

Third,healthycompetitionisalwaysamotivatingfactor,anditisclearthatnew
FinTechplayersinthemarketarealreadyadrivingforceforcompetitivechange.One
areawheregovernments’impactscanbeseenisthroughtheauthorizationandbank
licensingprocessesfornewentities.

Finally,governmentswishtoensurethefinancialservicessystembymanaging
anyemergingbubblesandpotentialoperationsriskareas.Thegovernmentwillallow
bettermanagementof that riskormoreefficientmeans tocomplywith regulatory
obligations.

TherapidgrowthoftheKoreaFinTechindustryiscloselylinkedtoitsFinTech
ecosystem’s high quality. Diemers et al. (2015) suggested that entrepreneurs,
government, and financial institutions are the FinTech ecosystem participants
and have identified five FinTech ecosystem elements, including FinTech startups
technology developers, government, financial customers, and traditional financial
institutions. These elements contribute to the innovation, stimulate the economy,
facilitatecollaborationandcompetitioninthefinancialindustry,andultimatelybenefit
consumersinthefinancialindustry.

Citizen engagement
Citizen engagement, as part of the democratic foundation, plays a crucial role in
improvingtrustandenhancingthelegitimacyofgovernmentaction.Lukensmeyerand
Torres(2006)callforamorerobustframeworkandinfrastructureofpublicagencies
andhighpublicadministrators’trustinpublicparticipationbenefits.
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In Figure 1, the Spectrum specifies five government participant engagement
levelsandexpectedoutcomes:Inform,Consult,Involve,Collaborate,andEmpower.
At the lowest end of engagement is “Inform,” a platform provides information to
assistpublicunderstandingofacomplicatedissue.Thesecondlevelis“Consult,”a
platformthatobtainsfeedbackfromparticipantsonproposedgovernmentdecisions.
Thethirdlevelis“Involve,”aplatformactivelycollectsstakeholderfeedbackforthe
express purpose of ensuring that governments consider stakeholder concerns. The
fourthlevelis“Collaborate,”aplatformthatfacilitatesdirectcommunicationbetween
thegovernmentandthepublic.TheSpectrum’shighestlevelis“Empower,”whereby
decisionsofferedbyparticipantsthroughaplatformareimplementedinpractice.

BrookesandGrint(2010)underscorethecriticalaspectoftrustintheemergenceof
publicleadership.Citizenengagementactsasaninstrumentinincreasing,rebuilding
publictrustingovernment.(Abramsonetal.,2006;Ho,2007;Cooperetal.,2006)
Arobustpublicadministrationisbuiltondemocraticvalueslikecitizenengagement.
Governments and public leaders or administrators need to promote and encourage
citizens’greateraccessandengagementinthedecision-makingprocess.Initiatives
addressingthesechallengesneedtobecomeapriorityonthegovernmentagenda.The
interactionbetweenpublicleadersandcitizensmustgobeyondformalinformation
andconsultationmechanisms.Toprovidepublicservices thatcitizenswantand to
respondto theirneeds, it isnecessaryforadifferentapproach that involvespublic
policies and programs for increasingly engaged citizens. In a context of declining
trust, building and rethinking trust requires strong leadership.Citizen engagement
actsasaninstrumentinenhancingbothtrustandlegitimacyingovernmentactions.

WhenstartingtheZeroPayservice,theSMGfacedmanydifficultiesascitizens’
participationandinterestwerelessthananythingelse.Inthispaper,wediscussthe
SMGeffortstoengagecitizensandotherstakeholderstoexpandtheserviceofZeroPay.

Figure 1. International Association for Public Participation Spectrum of Public Participation. Source: International 
Association for Public Participation, IAP2 Spectrum of Public Participation (2007).



International Journal of Public Administration in the Digital Age
Volume 7 • Issue 3 • July-September 2020

53

wHAT IS “ZeRoPAy”?

Astheunrestinglobaleconomicconditionsandoureconomy’spolarizationintensify,
smallbusinesses’economichealthisstilllowandunstable.Thecollapseoftheglobal
financialsystem,triggeredbythesubprimecrisisin2007,hascatalyzedtheglobal
financial industry’s foundations. The interdependence and dependence of all the
distributionindustrycomponents,suchasmanufacturing,wholesale,andretail,are
increasing,andtheanxietyaboutriskisgraduallygrowing.Asthefactorsofexternal
environmentalandphysicalrisksthatsmallbusinessownerscannotsurvivebytheir
exploitationareincreasing,smallbusinessownerswhocannotcopewiththemface
abigcrisis.

Thegovernmenthasmadevariouseffortstoovercomethisproblem,buttheeffect
isnotsustainable.Theviciouscycleinwhichtheself-employmentmarket,suchas
employmentandstartups,cannotbeimprovedduetotheincreaseinshort-termwork
centersandthedecreaseinthehouseholdincome,whichareinadequateinemployment
andcreation.

Under these circumstances, implementing a policy to protect small business
ownersisanurgenttaskforcentralandcitygovernments.Somelocalgovernments,
includingSMG,havepledgedtointroducesimplepaymentsbeforethelocalelections
inMay2018.Inotherwords,itaddedtoreducetheburdenofpayingcardfeesfor
smallbusinessowners.

ZeroPayistryingtoreducethisfeeburdentozero.Itisasmallbusinesspayment
systemintroducedtolowerpaymentfeesandprovideincomededuction.ZeroPayis
anaccounttransfer-basedmobilesimplepaymentsystemcreatedincooperationwith
thegovernment,localgovernments,banks,andprivatesimplepaymentprovidersto
lowerthisfeeburdento‘0’,announcedbythegovernmentonDecember20,2018.It
wasoneofthecorepolicytasks.TheZeroPayservicestartedinJanuary2019asone
ofthecriticalpolicyissuesannouncedbythegovernmentonDecember20,2018.

“ZeroPay”isamobilesecurepaymentsystemforsmallbusinessowners.Itadoptsa
transfermethoddirectlyfromaconsumeraccounttoaselleraccountatthetransaction
time.Thepaymentfeeisexemptedorminimizedaccordingtothedivisionofannual
salesofsmallbusinessowners.Itisaservicegiventogiveasasimplemobilepayment
usingQRcodewhentheconsumerscanstheseller’sQRcode,theamounttransfer
fromtheconsumer’saccounttotheseller’saccount.Itcalls“ZeroPay”becausethis
FinTech technique brings down the small business card fee to zero. The ZeroPay
processisshowninFigure2.

The key to ZeroPay is to eliminate VANs and credit card companies from
participantsandreducetheburdenoffeesbytransferringpaymentsfromconsumer
accountstoZeroPaymerchantaccounts.(Figure3)Todothis,ZeroPayusesaQRcode.
WhentheuserprintsaQRcode,thetransferismade.ConsumerscanusetheFinTech
app or the bank’s app. When the consumer recognizes the QR code, the platform
companyrequestsabanktransferfromthecommercialbank.Thecommercialbank
transfersthepaymentamountfromtheconsumeraccounttothemerchantaccount.
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Consumerscanreceivea40%incomedeductionrate,whichismuchhigherthan
the15%creditcarddeductionrateand30%forcashandcheckcards.Currently,small
businessownersaccountforabout85%ofallcompaniesinKorea.Smallbusinesses
havedemandedareductionincardfees,indicatingthatthereisnooperatingprofitleft.

ThenumberofsmallbusinessesinSeoul is660,000,whichis84%ofthetotal
numberofbusinesses,andthenumberis1,280,000,whichis25%ofthetotalnumber
ofemployees.Itmainlyconcentratesonlife-likebusinesses(59%)suchasconvenience
stores,restaurants,andprivatetaxis.

ZeroPay is a “zero-fee payment service,” designed to help small businesses
suffering from recession, rising rents, andcard fees.Despite the cuts, therewas a
largecardfeeforsmallself-employedandsmallbusinessowners,andZeroPaywas
suggestedtoimprovethis.

Howtouse is simple.Suppose theuserwaits for thecustomer’smobilephone
intheQRcodesettlementatthestore.Inthatcase,cashwillbepaiddirectlyfrom
thecustomer’saccounttotheseller’saccountwithoutacomplicatedauthentication
procedure.

Consumersdonothavetoopentheirwallets,andtheydonothavetoexchangetheir
money.ZeroPayisanapp-to-apppaymentmethodthatdirectlyconnectsmerchants
andconsumers,minimizingintermediaryinterventionandloweringfees.Sincethe
paymentamountistransferredtotheaccount,thesellersecuresthecash’sliquidity,
whichreducesthefinancialburdenduringthesettlement.

Figure 2. “ZeroPay” process
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Citizen engagement in ZeroPay Service
Asmentionedearlier,theparticipationofcitizens,smallbusinessowners,retailers,
andfinancialcompaniesisthemostcriticalpointinZeroPayservice.Accordingtothe
SpectrumofPublicParticipation(InternationalAssociationforPublicParticipation,
2007),wedescribetheZeroPayservice.

Theinformleveladdressesthequalityofthedescriptionandexternalreferences
provided.Theplatformmustprovideacleardescriptionoftheissueswithreferences
toexternalmaterialsforverificationtoachievethis.

ZeroPayisapaymentserviceforpolicypurposestohelpsmallbusinesses.The
SMGpresentedaQRcode-basedmobilepaymentserviceasthemostsuitablemethod
forthetargetpolicy.

The consultation level focuses on feedback. Before and immediately after the
startofZeroPay,theSMGreceivedsurveysandopinionsfromvariousFinTechand
other financial institutions such as citizens, small business owners, and financial
experts,andmademuchefforttoresolvefundamentalissuesandproblemsbasedon
thefeedbackfromthesesurveys.

Theinvolvelevelincludesengagementfromleaderstoensurethatpublicconcerns
areunderstoodandconsidered.Wediscussed that if thesystemenablescitizens to
highlightcriticalissuesandproblems,thelocalgovernmentensurestheyunderstand
themcorrectly.Basedonthefeedback, theSMGmadeaneffort tounderstandand
engagethevariousstakeholdersneededfortheservice.

Thecollaborationandempowerlevelsrequireinteractionamongparticipantsand
betweenparticipantsandleaders.TheselevelsarethepartthatSMGismakingthe
mosteffort.Sincetherearemanydifferentstakeholdersandvariousopinions,weput

Figure 3. Minimize commission generation during the settlement process, PG: electronic payment agency, VAN: the 
settlement agency carrier.
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mucheffortintounderstandingeachstakeholderandencouragingparticipation.Also,
effortstoresolveconflictsofinterestbetweentelecommunicationscompanies,platform
companies,creditcardcompanies,VANcompanies,banks,andotherfinancial-related
companiesandleadtocooperationarecontinuing.Aboveall,theactiveparticipation
andcollaborationofvarious stakeholders, includingcitizens, is anessential factor
determiningtheZeroPayService’ssuccess.

InthecaseofZeroPay,theroleoftheSMG’spolicyproponent,projectleader,and
localgovernmentisthemostimportant.Itmustplayaroletocontinuetobeapplied
inthemarketfairlyandtransparentlyinthefuture.

Survey and Results about ZeroPay Service
TheSMG,whichhadmanyconcernsabout the service,conductedaquestionnaire
survey at the beginning of the service to obtain opinions on the ZeroPay service
fromretailers,citizens,andexperts.Weintendtoestablisheffectivepoliciesthrough
surveyresults.Attheearlystage,SMGwantedtoknowhowcitizensthinkabouta
small business owner’s business environment. Before the SMG start its service, it
gatheredopinionsfromretailersandcitizensinSeoul.ThesurveyresultsareinTable
1.Accordingtotheresults,citizenshadmanyopinionsthatZeroPaywouldhelpsmall
businesses.

Afterstartingtheservice,FGI(FocusGroupInterview)wasinitiallyconductedfor
expertssuchascardcompaniesandbanks.Interviewswithpaymentserviceofficials
haveessentialimplicationsforproposals,suchasimprovementplans.

AccordingtotheanswersinTable2,thereweremanyopinionsfromexpertsthat
itwouldbedifficulttosettleinthemarketbecauseZeroPayisinconvenienttouse,
anditischallengingtoreplacecreditordebitcards.

Besides,theSMGconductedasurveyof240citizensabouttheZeroPayservice.
SomeofthesurveyresultsareinTable3.Bygender,99(43%)malesare141(57%)
females.Amongthem,19(34%)males(34%)and37(66%)femalesanswered“Yes”to
thequestion“HaveyoueverpaidforaproductthroughZeroPay?”.Ontheotherhand,

Table 1. Pre-survey results

Question Result

Whatisthebiggestreasonwhyasmallstoreinour
neighborhoodisunderoperating?

32%,becauseofhighrentsanddifficultyinhandling
cardfees

Whatisthemostnecessaryhelpforasmallshopinmy
neighborhood?

39%,pleaseregulatetheoccurrenceofgentrification
problems.

Tosucceedinourneighborhoodsmallbusiness? 39%,attractingconsumers’heartswithdifferentiated
services.

WhatdoyouthinkofZeroPayintroducedtoreducethe
paymentburdenonsmallbusinessowners?

68%,need.

WhatwouldyouliketoseeifyoustartZeroPay? 70%,asmallbusinessownercanreducethepayment
feeandhelptooperatethestore.
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80men(41%)answered‘no,’and104(59%)womenresponded,andtheproportion
ofwomenwhohaveexperiencedZeroPaypaymentsissomewhathigher.

Inthecaseofage,therearevariousdistributions:3peopleintheirteens(1%),60
peopleintheir20s(25%),69peopleintheir30s(29%),52peopleintheir40s(22%),
and43peopleintheir50s(18%)and13(5%)intheir60s.Whencomparingtheratio
ofZeroPayexperienceandinexperiencedpeoplebyage,itcanbeseenthattheratio
ofpaymentexperiencersintheir20sand40sis32%and27%,respectively,whichis
slightlyhigherthantheratioofinexperiencedpeopleat23%and20%.However,it
canbeseenthattheratioofinexperiencedpeopleishigherinotheragegroups.In
general,youngerpeoplecanexpecttoseemanyZeroPaypaymentsintheirteens,20s,
and30s.However,theactualstatisticsshowthattheyoungerpeople,excludingtheir
twenties,thehighertheZeroPayusagerate.

TheresultsshowinTable3thatmorethan77%ofcitizenshaveneverusedZeroPay,
andmorethan50%areunfamiliarwithusingit.Only32%and14%ofthecitizens
answeredthattheyneededtheZeroPayserviceandsaiditwasuseful.Inotherwords,
itcanbesaidthatmostcitizensarenotveryinterestedinusingZeroPay.

Despitetheinitialsluggishness,theSMGandlocalgovernmentscontinuedefforts
toexpandaffiliatestoresandappliedvariousvalue-addedservices,suchaspaymentof
multiplevouchersandutilitybills.SMGmadeeffortstomakeitcleartosmallbusiness
ownersthattheZeroPayserviceaimstoreducecostsforsmallbusinessownersand
createvariousbenefits.Also,theyhavebeenprovidinglegalandinstitutionalsupport
necessaryforthis.

Withtheseefforts,inJune2020,thepaymentamountofZeroPay,amobilesimple
paymentsystemtohelpsmallbusinesses,exceeded500billionwon.(Figure4)Atthe
endofJuly, therewere569,000ZeroPaymerchants,up75.6%from324,000at the
endoflastyear.Ofcourse,theincreaseafterMarch2020tendstoincreaserapidly
undertheinfluenceofCOVID19,butitisincreasingoverall.

Advantage vs. Disadvantage
TheadvantagesofZeroPayarethefirst,lowmerchantfeesinTable4.Accordingto
theinformationdisclosedsofar,thecommissionrateappliesat0%forannualsales
oflessthan800millionwon,0.3%forKRW8~1.2billion,and0.5%foroverKRW
1.2billion.Therefore,alowerfeerateisappliedthantheexistingprimarypayment
methods,suchascheckcardsandcreditcards.Asaresultofthebusinessagreement,
thesimplepaymentserviceproviderdoesnotreceivepaymentfeesforasmallcredit,
andthebankhaswaivedthetransferfee.Also,thelow-coststructureissupportedby
theApp-to-Apppaymentmethod.

Second,asimplepaymentsystembasedontheQRcodeisused.Whentheconsumer
orsellerprintsaQRcode, thepayment transfer fromtheconsumeraccount to the
seller’saccount.ThecompanydoesnotincludeVAN(PaymentAgent)orcreditcard
companiesinthemiddlestagesofexistingcreditcardpayments.

Third,itisacommonplatform.Ratherthancreatingaseparatepaymentappin
thepublicsector,existingprivatebanksandsimplepaymentprovidersusetheirapps
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Table 2. Pre-questionnaires results

Questions Positive Negative

ZeroPaywillsettleinthemarket. 20% 80%

ZeroPayisconvenienttouse. 30% 70%

UsedZeroPaybefore. 10% 0%

TheaffiliatedcompanyispayingattentiontoZeroPay. 70% 30%

Theuseofcreditanddebitcardswillbereduceddueto
ZeroPay.

10% 90%

TheQRmethodwillbeanewtrend. 60% 40%

AffiliatedstoreswelcomeZeroPay. 20% 80%

Table 3. Survey for citizens

Questions Positive Negative No answer

HaveyoueverusedZeroPaytopayforproducts? 23% 77% 0%

AreyoufamiliarwiththeZeroPaypaymentmethod? 29% 50% 21%

DoyouthinkweneedaZeroPaypaymentservice? 32% 26% 42%

IsZeroPayusefultome? 14% 37% 49%

Figure 4. “ZeroPay” cumulative payment trend

Table 4. ZeroPay merchant annual revenue

Merchant’s Annual Sales Breakdown Fee

800millionKRWorless 0%

8-12billionKRW 0.3%

Over1.2billionKRW 0.5%
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to provide payment services. The public sector takes a public-private approach to
supportinfrastructureconstructionandrevitalization.

Fourth,thereisaZeroPayQRpaymentintheNAVERappmostoften.NAVER
createsaQRpaymenticononthetopoftheNAVERapponthesamedayinlinewith
thepilotZeroPaybusiness.SupposetheuserpresstheQRpaymenticon,thecamera
scannerthatcanreadthestoreQRcode,andtheuser’sQRcodethatthestoreowner
can scan is generated. ZeroPay is a payment service made by SMG to reduce the
burdenofsmallbusinesspaymentfees.WhenconsumersrecognizeaQRcodewitha
smartphoneapp,theytransferfromtheregisteredconsumeraccounttothemerchant
account.Insomecases,40%ofthetaxdeductionisappliedtosmallbusinessstores’
money.

However,therearemanycontroversiesanddisadvantages.First,itpointedouta
lackofincentivesystemstoinduceuserstouseZeroPayintermsofconvenienceor
benefits.Also,thereisnoreasontouseitinsteadofcardsbecauseofthehighcredit
card payment infrastructure and consumer preference. The credit card has almost
thesamestatusascashasameansofpayment.Accordingly,thegreaterthenumber
of affiliates, thehigher the absolute advantage in thenetwork effect of increasing
userbenefits.Creditcardsoccupyasignificantamountinthecurrentpaymentand
settlementmarketduetoamandatorypaymentsystemandincomedeductionsystem
and provide a great marketing benefit to consumers. At present, 40% of income
deductions and discounts on local facilities are offered as incentives for ZeroPay.
Still,itisquestionablewhetheritwillbeeffectiveincentivesthanvariousmarketing
benefitsintravel,performance,anddiningoutprovidedbycardcompanies.Meanwhile,
accordingtoArticle19(1)of theCurrentCreditFinanceBusinessAct,merchants
cannotrecommendpaymentmethodsorearnpointsorbenefitsdifferently,makingit
moredifficultforZeroPaycompetitiveness.

Second, there is concern about sustainability. It estimates that the integrated
platform for ZeroPay, which is being built around the Financial Services Agency,
costKRW3.9billionasaninitialinstallationcostandKRW3.5billioneveryyear
after that. Also, there are costs incurred in the transaction process, and costs of
securingandmanagingfranchisees,whichcanbeadifferentfactor.Supposethereis
noinnovationinthepaymentserviceorthebusiness’sprofitmodelinthesituation
wherethegovernment-setpricecappromotesthebusiness.Inthatcase,theremaybe
aproblemsuchaspublicservicedamageorservicefailureinthefuture.

Third,thereisaproblemthattheprivatesectorisinfringed,andinefficiencyis
causedbygovernment-ledprojectpromotion.TheSmallandMediumVentureBusiness
DepartmentandSMGbeganrecruitingmerchantsbyacceptingapplicationsthrough
theInternetfromOctober28in2018.Inthepast,VANwasresponsibleforrecruiting
and managing franchisees in establishing credit card infrastructure. Still, ZeroPay
wasinchargeofthegovernmentandlocalgovernmentstocutdownonstandardfees.
In thepilotprojectcenteredon theSeoularea, smallbusinessownerscanvisit25
wardofficecomplaintoffices,communitycenters,facilitycomplexes,etc.,orapply
online via the SMG. There are limits to the central government’s direct role and
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localgovernmentsintheprivatesector,excessivefunding,administrativewaste,and
theprivatesector’sinfringement.Varioustechnologiessuchasshort-rangewireless
communication(NFC),magneticsecuritytransmission(MST),andQRcodemethods
are being developed as simple payment technologies. QR code technology led by
thegovernmentineachsituationhasadvantagesanddisadvantages.Itispossibleto
hindertechnologicalinnovationandcompetitionratherthansupportingit(Ki,2018).

Fourth,ZeroPayisabanktransferpaymentsystembetweenconsumersandsellers,
simplifyingtheaccounttransferprocess.Theproblemisthatifthebankchargesbank
transferfeestoconsumers,fewerconsumersuseZeroPay.Anotherdrawbackofitis
thatthebenefitstoconsumersarefarlessthanthebenefitstomerchants.ForZeroPay
tospread,consumershavetotakeoutitinsteadofcardsintheirwallets.Creditcards
offercustomersvariousbenefits,includingpointsanddiscounts.Evenifcustomers
donothaveabalanceinthecustomer’saccount,customercreditwillprovidewithin
limits,whichisabenefitofcreditcardsthatZeroPaycannotkeepup.Expertspoint
outthatforZeroPaytobesuccessful,higherprofitsmustbepaidtoconsumers.Simple
paymentplatformoperatorsandbanksarealreadymakingmanysacrificesinoffering
feeexemptionstomerchants.ThegovernmentisalsoburdenedwithVATrefundsand
incomedeductions,andattheexpenseofconsiderablespendinginthefuturemerchant
managementprocess(Jung,2018).

ISSUeS AND DISCUSSIoN
Issues and Conflicts
Thesignificantissuesof“ZeroPay”aresmallbusinesses’participation,worsecard
companies’earnings,andreducedbenefitsforcardusersinSeoul.

ZeroPay provides insufficient incentives for existing credit and checks card
customers.Asaresultofthereductionofpaymentfeesforsmallbusinesses,ZeroPay
has been the main background, so there is a limitation that existing card payment
consumerscannotprovideincentivestouseit.Ofcourse,asZeroPayincentivesare
introduced at the government level or as the consumer benefits associated with it
increase, the ZeroPay usage rate may gradually increase. Still, the cost-efficiency
structureuntilthatpointisstable.Itisquestionablewhetheritcanbefitted.

ZeroPayhasproblemswithsecuringcompetitiveness.Ithasastructuresimilar
tothatofKakaoPayandNaverPay,whichalreadyhaveanabsoluteadvantageinthe
simplepaymentmarket.KakaoPayoffersmorediscountsthanZeroPay,andpayment
methodsarealsomoreaccessible.

ZeroPay offers unfavorable infrastructure. Some argue that ZeroPay is a
demonstration policy, and the weak performance in the first month of ZeroPay is
supportingthis.Italsocriticizesthatthepaymentprocedureisnotsoeasyasittakes
alongtimeanddoesnothavetheconveniencesofconvertingexistingcardusers.The
government isalsopromotingbusinesswiththeSMG,theSmallVentureBusiness
Department,andtheFinancialServicesCommissionconnectedwithZeroPay.Still,
manycompaniesarereluctanttodoso.
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Again,itisunclearwhethertheproposedZeroPayplancanovercomethecredit
card market power and replace the payment method with a meaningful level. The
superiorstatusthatcreditcardenjoysasapaymentmethodismaintainedbecause,
aboveall,thebenefitsofusingacreditcardcannotbeignoredfromtheconsumer’s
pointofview.

SMGpromotedZeroPay,ahigh-incomedeductionrateof40%peryear,paying
backtaxesatyear-endsettlement.Itishigherthanthecreditcardincomededuction
rateof15%andthecheckcardincomedeductionrateof30%.However,manypeople
say thatcheckcardsareeasier touse thanZeroPay.Creditcardsarenotattractive
incentivesbecausetheybenefitfromcredit,installment,discounts,andpoints.

Using a credit card allows the customer to spend more than a month without
additional costs. However, it also allows for flexible payment through installment
orrevolvingservices.Theremayevenbeinterest-freeinstallmentsatnoadditional
charge.Creditcardcompaniesalsoprovideuserswithotherbenefits,includingvarious
discounts and points, based on profits generated from fees, annual fees, various
interests,andawiderangeofaffiliates.ZeroPay’smostsignificantadvantageisthat
ithasnoordeficientpaymentfees,whichisadvantageousfromthemerchant’spoint
ofview.ItisnotanincentivetouseZeroPayfromtheconsumer’spointofview.

SMG hopes to launch a new product with a credit card function at ZeroPay.
However, unlike a simple payment service, sales credit is a financial service with
obviouscosts,sothereisnofeeandnoannualfee.Inthefaceofadeadlockinthe
credit card industry or a cut in fees, the rise of secure payments as a third-party
alternativeoffersanewsolutiontotheproblemsfaced.

SMG’saspirationstotakepaymentfeestozeroseemtorequireamorecautious
approach.SinceVANsorPGsareexcludedfromthepaymentnetwork,thereareno
fees associated with them, so that the cost can be significantly lower than that of
theexistingpaymentmethods.However,eventransactionsusingZeroPayrequirea
transfer.Someonemustverifytheintegrityofthetransactionandkeepandmanage
transactionrecords.Still,theactualcostisnonzero.Therefore,someoftherelevant
financecompanies,consumers,orgovernments,suchassecurepaymentproviders,
banks,mustbearthecosts.Atthepubliclevel,thecostsarenotpassedontomerchants
throughvoluntaryagreementsfromparticipatingcompanies,butsocialcostsexist.

Thegovernment andprivate sector’sdisagreementoverZeroPay,whichmakes
creditcardfeesforsmallbusinessesclosetozero,wassignificant.Thegovernmentis
confidentthatconsumerscanincreasetheirparticipationbyincreasingthebenefitsof
incomedeductionsattheendoftheyearwhentheymakepaymentsusingZeroPay.At
thesametime,privatecompaniesarguethattheZeroPayinitiativeitselfisexcessive
governmentintervention.

SpecificdetailssuchastheareaofZeroPayapplication,thelevelofcommission
ratebysalesdivision,theservicesprovidedtocustomers,andtheinclusionofcredit
provision functionsarenotestablished.Therefore, it is still tooearly todetermine
theimpactofZeroPayonthecreditcardbusinessbase.However,customers’service
level will be a critical factor in determining the payment market’s influence. The
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successfulspreadofZeroPaydependsnotonthepreferenceofthemerchantbutthe
customer’suse.Apartfromthefeesavingsthatmerchantscanearn,customershavea
highincentivetochoosepaymentmethodswithmanyservices.Supposethebenefits
offeredbycreditcardsarehigher than thebenefitsofusingZeroPay. In thatcase,
customersaremorelikelytostickwiththem,unlikemerchantsandlocalgovernments.

Banks also have complaints about ZeroPay. Participation in ZeroPay is likely
toreducecommission income,anessential itemofbanks’operatingprofit.Onthe
contrary,ifcustomersdonotparticipate,theymaybeawarethatcustomershavenot
madesocialcontributions.

Excessiveincentives,suchastaxdeductionstoconsumerstoinducezero-payment,
will reducecredit cardusage.Asa result, thedecline in thecredit card industry’s
profitabilitymayreducecreditcardcompanies’reducedbenefits.Itcouldreducethe
numberofcardindustryworkers.

Discussions
Efforts to Solve the Problems
Asmentionedearlier,ithasstartedwithausefulpurpose,buteffortsarebeingmadeto
solvemanyissues.ThebiggestproblemwithZeroPayistheconflictwiththeexisting
creditcardcompanies.Existingcardcompanieshaveraisedobjectionsaboutthecost
ofusingcardsorwhetherfaircompetitioninthemarketwithexistingcardcompanies
ispossible.SMGandlocalgovernmentstryingtoovercomethisproblemhavebeen
attemptingtoovercomethisbysuggestinglawsandregulatorybenefitsandvarious
incentivesforcreditcardcompanies.,

Firstofall,thereistheproblemoffeereform.Aslongascreditcardcompanies
aremakingprofits,demandsformerchantfeecutswillcontinue,andthegovernment
willcontinuetocutfees.However,duetothecreditcardindustry’sstructuralnature,
which includes credit card companies andvarious thirdparties such asVANsand
PGs,purchasesusingcreditcardsareincurredininstallmentsandsimplepayments
thatprocesslumpsumpayments.

Therefore,itisinevitablethatacertainlevelofmerchantfeeswillbepredetermined
becausethegovernmentdoesnotassumethecreditcardcompanies’supporttocope
withthelossorcompensatefortheloss.Itishardtosaythatthecostreductionof
merchantfeeswilleliminatethecomplaints.Intheend,therealityisthatwehaveto
admitthatthereareobviouslimitationsinsolvingthemerchantfeeproblemthrough
policymeasures or political pressurewhilemaintaining the structure of the credit
cardindustry.

Ofcourse, it ispossibletofurtherreducethemerchantfeebyreorganizingthe
credit card industry structure at the point of origin, thereby saving a significant
portionofthecost.However,theresistanceofthevestedintereststhatwillarisein
this process also seems severe. For example, it is possible, at least technically, to
haveroomforadditionalcutsinmerchantfeesbyestablishingacreditcardpayment
system that excludes VANs or PGs. Some credit card companies are reducing the
commissioningofbans,includingpurchases,minimizingvanfees.However,attempts
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tobuildastructurethatexcludesVANsandPGs,whicharealreadyformingindustry
andvestedinthemarket,areexpectedtofacestiffresistance.Indeed,thestructure’s
reorganizationtoexcludeVANsandPGs,whichcreatesacertainemploymentlevel,
wouldbeanadministrativeburden.

Basedonconsumers’ intrinsicbenefits, it seems that it isnot easy to securea
statusasapaymentmethodinwhichasimplepaymentmethodrepresentedbyZeroPay
canreplaceacreditcardoratleastcompeteequally.Inparticular,competitioninthe
networkindustry,suchaspayment,shouldconsiderthatitischallengingtomaintain
market share without securing a certain subscriber network level. Therefore, to
establishZeroPayasastandardpaymentmethodinthepaymentsettlementmarketfor
smallmerchants,itisnecessarytoactivelysupportpolicyuntilthevalidusernetwork
reachesacertainlevel.

Indeed,creditcards’competitiveness ismainlyattributable topolicymeasures
introducedattheleveloftaxation,suchasincomedeductionsforcreditcardusageand
creditcardmandatorypaymentsystems.Therefore,itisnecessarytogiveasymmetrical
benefits to small and simple payments for small and small-sized merchants newly
introducedbyreformingthepolicysupportsystem.Throughthis,newpaymentmethods
canbeformedat leastacertainleveloftheusernetwork.Itcaninitiallyexpect to
lowerthemerchantcommissionsbyincreasingcompetitioninthepaymentmarket.

Forexample,aradicalchangeintheincomedeductionsystemisrequired.Already
announcedmeasuresincludea40%incomedeductionforZeroPay.However,asiswell
known,incomedeductionsforpaymentmethodsapplyonlytotheportionwherethe
paymentmethodusageexceeds25%ofincome.Itisalsounclearthatthetax-exempt
taxpayerswillenjoymorethanacertainlevelofbenefitfromZeroPay,withtaxpayers
reachingaround40%oftheirtaxablevalue.Thehighertheincome,themorereverse
thedeductiblecanbe.Itisnecessarytoattemptafullreorganizationoftheincome
deductionsystemgrantedtonon-cashpaymentinstruments.

Onewayistoeliminatetheminimumamountof25%ofincomefromtheZeroPay
ofsmallmerchantsandtodeductacertainamountoftaxontheentireamountused.
Also, for households with low incomes that do not benefit from tax credits, the
deduction can be considered a traditional market gift certificate. Suppose the tax
deductionrateisappropriatelyadjusted.Theupperlimitappliestotheamountoftax
deductionorgiftvoucherpayment.Inthatcase,thesystemdesignwillbepossible
withoutanyadditionalburdenonthefinancebecauseitdoesnotdiffersignificantly
fromtheamountoftaxassistanceprovidedpreviously.

For the Success of ZeroPay Service
For ZeroPay to succeed, here are some things to consider: First, various payment
methods,suchasdirectdebitpaymentswithlowpaymentcosts,shouldbeprepared
togiveconsumersacompetitiveedgeovercreditcards.Tobecomeapaymentmethod
suchasacreditcardthatenjoysanetworkeffectbasedonpreviouslysecuredaffiliate
stores,institutionalsupportmeasuressuchasactivepersonnelsupportandreduced
incomedeductionsforcreditcardconsumptionarerequired.
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Second, there is aneed for a significant change in consumer settlementhabits
andperceptions,mainly fromcredit settlement todirect debit.Somepeople argue
thatthecreditfunctionshouldbeincludedintheZeroPaybecausetheyusecredita
lot.Still,thereisalimitinloweringthecreditsettlementstructure’scommissionrate
becauseofthecostofmanagingthecreditandthetransactioncostcomparedtocash
ordirectdebit.Becauseofthis,sustainabilitymaybeevenlower.Also,considering
thepossibilityofoverdueoroverconsumption,itisnecessarytoinducedebitorcash
paymentswithlowersocialcoststhancreditcards.Therefore,thereisaneedtoraise
awarenessofthenecessityoradvantageofdirectdebit,whichmaybeanopportunity
togrowZeroPay.

Third, the government needs to stick to its role in laying the foundation for
successfulandefficientservicethroughfaircompetitioninthepaymentmarket.Given
thatthepaymentmethod’snetworkeffectisdifficulttosettleasapaymentmethod
withoutthegovernment’sdecisiverole,thereisapartwherethegovernment’srole
isnecessary.Developingan integratedplatformrequirescoordinatingparticipants’
interestsandactivelypreparingsystemsandsupportsacceptable.

Thegovernmentneedstosticktoitsroleinlayingthefoundationforsuccessful
innovative and efficient services through fair competition in the payment market.
Deregulationisrequiredtointensifycompetitioninthepaymentmarket.Inotherwords,
measuresneedtoeasenon-bankingelectronicfinancialcompanies’requirementsto
enterthefinancialmarket.

ForZeroPaytosucceed,itisnecessarytocreateanenvironmentwherepayments
canbemademorecomfortableandmoreconvenientthannowthroughcooperationwith
paymentterminalsofaffiliatedstores,includingcollaborationthroughpartnerships
withexistingpaymentprovidersthatdominatetheecosystem.TheZeroPayservice
beingpromotedby thegovernment and localgovernmentsnowhas limitations, so
findingawaytocreatesynergythroughnuclearcooperationwiththeprivatesector
isaprerequisiteforZeroPaytosucceed.

ZeroPay will ease the burden of paying fees for small business owners and
self-employedworkers.Still, itshouldbeable toachieve thispurposeby inducing
consumerstouseiteffectively.Itischallengingtodrivechangesinpaymenthabits
offline.Itmustbesupportedbytheinnovationofoperators’technologiesandservices
andgovernment support.Going forward, thegovernmentneeds toputmore effort
intoinspiringinnovationandfreecompetitionbetweenvariousfinancialinstitutions
andsimplepaymentproviders.

CoNCLUSIoN AND FUTURe DIReCTIoNS

ThispaperhaspresentedacasestudyofcitizenengagementoftheSeoulMetropolitan
GovernmentwithZeroPayservice.ZeroPay,launchedbySMG,ismeaningfulbecause
it is thefirstmobilepaymentservicelaunchedforsmallbusinessowners.ZeroPay
isaserviceimplementedtoimprovethecardfeeproblemforsmallbusinessesand
helpthemmanageandcontributetoapositiveeconomiccycle.However,forZeroPay
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tobeactive,consumerparticipationmustbebased.Ifthefocusofthebenefitsison
smallbusinessownersandneglectstheconsumerbenefits, it isabusinessthathas
alreadycollapsedstructurally.

Itisessentialtomakesureconsumershaverealbenefitscomparedtocheckcards
or credit cards and improve the payment process so that consumers are willing to
useZeroPay.Itisalsoessentialtoloosenthecriteriasothatincomedeductionscan
berealisticallyreceived.Thestoreowneralsoneedstocreateanenvironmentwhere
theycanparticipateautonomouslywithoutfeelingthepressureofjoiningaZeroPay
merchant.Thepaymentprocessmustbeimprovedsothattimecanbeeffectivelyused
duringbusytimes.

Due to Korean consumers’ characteristics, the card payment ratio is high. In
addition to the benefits to attract consumers, various services should be further
increased.Also,thebenefitsofusingZeroPayareessentialnow.However,theproject
shouldbepursuedinsuchawayastonarrowthegapbyadjustinginterestsamong
economicactorssurroundingtheuseofZeroPay.

FinTechtechnologiessuchasZeroPaywillinevitablybefurtherexpandedalong
withtechnologicaldevelopments.However,thedecisiontoexpandthestructuraland
institutionalfoundationsandensuresufficientcommunicationwiththeactorsshould
beaprerequisiteforintroducingthesetechnologies.Also,webelievethatasystem
maintainedbytheone-sidedsacrificeofcreditcardcompaniesandbanksorpartial
fundingbygovernmentagencies,includingSMG,isnotsustainable.InSeoul,it is
necessarytopresentasolutionthatcanbeprofitableratherthanunilaterallyrequiring
banksorcreditcardcompaniestocutfees.

ZeroPayhasalotofcontroversyandproblemsthathavebegunrecently.However,
ZeroPaycanindeedreplacetraditionalphysicalcurrency,drivethedevelopmentof
FinTechtechnology,andprovidefinancialbenefitsforbothbuyersandsellers.Suppose
theenvironmentforusingZeroPayisnotgrowing.Itwillbechallengingtoreduce
theeconomicburdenandactivationof the securepayment system.Beyond that, it
willneedmoreinnovativesupportandthebenefitsnowoffered.Inthelongterm,it
isnotnecessaryforcompaniesparticipatinginZeroPaytotakedamagesinthepublic
interest,soconsiderationshouldbegiventothis.Also,theprocessthatZeroPayis
showingisneverefficientandneedstobeimproved.

Therefore, the government needs to improve legally to achieve the goal of a
securepaymentsystem.ToZeroPayappropriatelyuse,itistimeforthegovernment’s
efforts to takeonboth thepurposeofwealthallocationandmarketgrowth,unlike
theexistingpolicies.ThemostimportantthingforZeroPaytosucceedistheefforts
andwillofSMG.

Currently, ZeroPay is gradually increasing its users and affiliates due to the
government’sefforts.However,thereisstillaconflictbetweenlegalandinstitutional
issuesandcollaborationbetweenotherFinTechcompaniesandcreditcardcompanies.
ForZeroPaytosuccessfullysettleinsocietyinthefuture,additionaleffortswillbe
requiredasfollows;First,BetterGovernance.Initially,thelackofinterestandlack
ofstakeholders’participationwasthebiggestproblem,butitisgraduallyimproving
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withtheSeoulMetropolitanGovernment’scontinuedefforts.However,forsuccessful
settlement, the government’s continuous efforts and leadership of required, such
as inducing active participation, motivating, and providing appropriate incentives
fromconsumers,affiliates,platformcompanies,andfinancialinstitutions.Secondly,
improvedservicedelivery.Byimprovingtransparency,buildingcitizen’svoices,and
offeringstructuredengagementbetweenprovidersandconsumersofpublicservices,
social accountability mechanisms can ensure that needs and services match each
other. Third, healthy competition. New FinTech players in the market are already
adriving force for competitive change.Oneareawheregovernments’ impacts can
beseenis throughtheauthorizationandbanklicensingprocessesfornewentities.
Also, fair laws and policies should be presented to existing financial institutions,
FinTechcompanies,andZeroPaytoensurefaircompetitioninthepaymentmarket.
For example, regulators and policymakers have been assisting FinTech companies
inobtainingbanking licenses, supporting the riseof several so-called ‘challenger’
banks,manyofwhicharemobile-onlyentities.Finally,therolesofSMG.Although
theservice isstartedforSMG, itshouldbefaithful to theapplicant’s role,not the
service’ssubject,tocompetefairlywithprivatecompanies’paymentservicesinthe
marketratherthanthegovernment’sservice.

There isno roomfordebate thatZeroPay is a service startedbasedonagood
policy.However,thereweremanyproblemsandconflictsasthegovernmenttookthe
leadinpreparingandstartingservicesbasedongovernmentagencies’policies.Of
course,thereweremanyfavorableviewsonsuccess.Therewerealsomanyopinions
onwhythegovernmentwouldmakeadifferenceintheexistingfinancialmarket.One
andahalfyearsafteritstarted,theSeoulMetropolitangovernmentandgovernment
agencies’effortsaremakingZeroPaygraduallysettleinthemarket.Contrarytoinitial
concerns,itisgraduallyexpandingitsuseinthemarketbyencouragingcitizensand
small business owners to participate and collaborate with credit card companies,
financialinstitutions,andonlineplatformcompanies.

Inthefuture,itthinksthattheroleoflocalgovernmentismoreimportantthan
anythingelse,anditisnecessarytoplayaroleasapublicleadersothatahealthy
fintechmarketisformedwithoutdisruptingtheexistingfinancialmarket.
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