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Abstract

Globally, Fintech, which acts to replace existing intranational payment methods, is actively used, and
such Fintech payments are widely accepted in international B2C trade. However, Fintech for B2B
trade has not been released to the market thus far, and previous attempts at electronic international
payment systems, such as Bolero, TradeCard, and Identrus, have not succeeded, and most of them
have completely disappeared.

On the other hand, there are continuing attempts to introduce Fintech technologies such as blockchain
to international payments, and these attempts are more widely pursued in foreign countries. If
international payments using Fintech are marketed through foreign services and such Fintech services
become the de-facto standard for international payments, then Korea in which dependency on
international trade is high will be vulnerable due to a dependency on foreign services such as relying
on foreign SNS platforms like Facebook and Instagram.

Therefore, this paper proposes a business model that can be used as a legitimate B2B trade
international payment system on the basis of domestically provided services, focusing on various
services afforded by K-SURE, which is the Korea Trade Insurance Corporation.
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Table 1. Cost Comparison among Letter of Credit, TradeCard and Bolero

(Unit: % of transaction amount, US$)

Transaction Type Charge Rate Surcharge(US$) Remark
L/C 1.0% 100
US$ 10K TradeCard 0.7% 70
Bolero 0.7% 70
L/C 0.4% 400 )
Based on the highest
US$ 100K TradeCard 0.6% 600 rate of each type of
payment
Bolero 0.4% 400
L/C 0.3% 3,000
Us$ 1M TradeCard 0.6% 6,000
Bolero 0.3% 3,000

Sources: Moon, Hee-Cheol, Seong-Beom Lim, Hua Wen and Jing Xing (2007) and author calculation
based on foreign exchange rate of 1,189.50 KRW per 1 USD on date of July 27, 2019
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Table 2. Cost Comparison between Letter of Credit At Sight and Short-term Export Credit

Insurance At 30 Days

(Unit: % of US$10K transaction)

Type of Transaction Buyer's cost Seller's Cost Total Cost
Letter of Credit At Sight 0.28% 0.15% 0.43%
50% Advance Remittance + 50% Later
Remittance (with Short-term Export Credit 0.03%" 0.33%"™ 0.36%

Insurance)

Sources: Jin, Hyung-Suk, Kwang-So Park and Dong-Suk Chun (2019) and author calculation based on
K-SURE's service rate of short-term export credit insurance program

* Bank's remittance cost

** Receiving cost plus service rate of short-term export credit insurance program of buyer's credit rate

“C” grade
Hlg-9] F2E HYS ] FEIE BPOY 4]

e FQAA e a2y, FAu2
I AgAAS Tk o]F FawalS A9
3k FAlF Algguale mE MAMF e
wl&AH el wd (Negotiation)& &3] ZA|

2029 oF 1~2% FEolM B ago] A
sof), vjselo] thFAFE AGeAY e
gelog Qlate] FAFAA Aart LAYt

dw A SweA] ErEAel Atole] Ae)

3) wWigle] 28w wpel P8 gel xFel7b Qlrt,

10%°11A 50% 59 =,
$7F w9 WHIlE R dE &
J5S AFoz e A9 A Hyga g
el Fe] 0.5~1%A % 3] Hrh =, 8
T FAAA TR BRET] fEiA=
FAZA L2 o] FrEEE0] 1% o]shy] H]&F
dolojo} sttt AE 9wt} o]Eg Fo
AA o] HAATR sle] gmorE A%
7} 4 o ol wigdH AR B,
AL o] AYRFES AFes vy ymx] A&
S WIFEEYE TFAS e olA AT
wrlo 2 Agukes Aol 7 AAEE VHAE
AA 2 o] SR o] 7kl v|E $10%F
o EFAHNA TAEE ¥E-S vwstH
(Table 2)9} 24},
(Table 2) ol & 4 d=o] ZAAIH]EA
B XFo] o] e ©@r|FERE e H]go]
|7 oY) ¢F 19.4% A= AEG AL & 5
i, o]k vglte] 97t HEHAE o) &
S FAA| MM 7|Fo R 2HE3A E Hlo]
o2 AYIFEA L APl 8
1 $8iAE Fo9REFA] drFERY
o83t FTHELE Y FFEEES AT
A= AR ds FH|sjof o



246 F983x] A45Y8 A1Z (20204 29)

Table 3. Traditional vs. Emergent Fintech

Traditional

Emergent

Market players are disruptors and

:%U Ma_rlfet player'_s are gene_rally perceived as innovators by nature. They are

g*i fa0|||1ators which are typically large, . disintermediating inCL.meent financial

=k mcurr_lbent_ techno_logy vendors supporting services firms or provide new technology
3 the financial services sector. solutions to service existing needs.

=3 .

@ Companies focus on the support Two operating models have emerged of
23 . L o either utilizing existing infrastructure which
= maintenance and provision of the existing .

c . tends to be controlled by established

2L infrastructure. .

E players or by replacing them completely.
(9]
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3 & that tend tend to function using multiple different
8_§ to use cost per transaction, percentage of | types of revenue stream including
©, = assets or advertisement and the monetization of
license fees. data.
. PayPal (Payment)

= ; .
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S Infosys (Hardware) . )

= SunGard (Software) Lendign Club (P2P Lending)

= Wealthfront (Asset Management)
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Table 4. PayPal Fee Table

Type of Transaction

Seller's cost

U.S. Fees

International Fees

Virtual Terminal

American Express® card usage fees

2.9% + $0.30 per transaction

4.4% + fixed fee per transaction

3.1% + $0.30 per domestic transaction; additional

1.5% for cross—border transactions

3.5% per transaction

Source: PayPal Home page (www.paypal.com)
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