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[ Executive Summary ]

A Study on Measures to Create a Win-Win Situation for
Local Currency Operation and Consumers

Lee, Kyoung A
I. Background

O The year 2020 served as a milestone for the local currency system in
Korea with an exponential increase in the total amount of local
currencies issued during the past few years. In 2019 alone, the total
issuance amount increased by 6.19 from the previous total, while it

increased again by 3.91 times between Jan and Aug in 2020.

O (Issuance Volume) Ministry of Public Administration and Security
increased the issuance volume of local currencies from 6 trillion won

to 9 trillion won in 2020.

O (Issuance Status) As of Nov, 2020, total 230 communities already

issued or expected to issue local currencies.

O (Statutory Name) “Local Love Gift Certificate” is the official name used

in the "Act on the Activation of the Use of Local Love Gift Certificates,

O (Purpose) The purpose of this study is to identify local currency-related
consumption issues from the viewpoint of consumers who are
participating in the usage of local currencies, understanding the social
value of local currencies that can revitalize the local economy, which is

also the reason why the local currency system has been introduced, and
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to suggest some improvement measures for the government and local

municipalities.

O (Methodology)

Step 1

Step 2

Step 3

Step 4

Understand the
overview of local
currencies and
their impact on
the market and

Review the
examples of local
currency
operation and
relevant laws and
systems in and

Identify local
currency-related
issues of
consumers and
consumption life

Suggest
measures to
create a win-win
situation for
local currency
operation and

2) Understanding
their impact
on the market,
consumers and

consumption
life

used in and
outside Korea

2) Review the
relevant laws
and ordinances of
local governments

consumers outside Korea consumers
1) Summarize the 1) Summarize Conduct a survey 1) Suggest
concept,function, the example over 1,500 consumers improvement
and type of local of local - Identify the measures in
rrencies. currencies level of consumer terms of laws

awareness, their
experiences
and policy
demands

and systems

2) Suggest
improvement
measures in
terms of
consumption
life, etc.

II. Contents

1. Issues related to Local Currencies and Consumers

O (Consumer Issues) Expected(emerging) consumer issues related to local

currencies are as follows:
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Categories

Expected(emerging) Issues

Purch-
ase
stage

v Lack of information about where and how to purchase local currencies

v Inconveniences related to application/handling/receiving processes
and the time that it takes

v Complex and difficult set up processes including the process of
registration and account connection for the actual usage of local
currencies

v High level of anxiety about the stability of local currency systems(ex.
errors with local currency applications)

v Issues with potential personal data leakage due to the storage of
personal usage data and utilization of big data

For
each
purch-
ase
stage

Usage
stage

v’ Lack of diversity in available products/services(due to limited number
of affiliated stores in the community)

v Insufficient information about the location of affiliated stores(both
on-and off-lines) in each local area

v Inconveniences due to different payment systems used for local
currencies and credit cards

v’ Discriminative treatment that consumers may experience when they
use local currencies(ex. service parking tickets are not provided when
they pay with local currencies)

v Inability to associate marketing events of affiliated stores with local
currency users(ex. provision of discount coupons)

v Inability to associate marketing events of local governments with local
currency users(ex. sales of local specialty products, etc.)

v’ Sometimes, consumers must use affiliated stores to pay with local
currencies even when products/services in non-affiliated stores are
better.

Overall
Systems

v Issues with proxy purchases, illegal cash-back transactions, and tricky
investment techniques(ex. abuse of regulations and illegal cash
refunds, etc.)

v Complaints about compulsory purchases by relevant organizations
and companies

v Insufficient caring of disadvantaged class of digital divide including
senior citizens

v Polarization of local currency usage among different local governments
in accordance with the level of their financial independence(excessive
discount races, etc.)

v Concentration of local currency issuance and usage only in
commercial herb areas when local currencies are issued at the
metropolitan(city, province) level

v Decrease in the level of confidence due to frequent changes in
incentive rates

v/ Future tax burden due to various expenses incurred in issuing and
operating local currencies

v/ Vague resistance towards the government’s policy that dismisses local
currency-related issues just as good consumption/valuable consumption/
ethical consumption issues
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2. Current Legislations on Local Currencies

O (Provisions regarding Consumer Protection) Provisions regarding consumer

protection in 28 ordinances of local governments have been analyzed.

(D The Scope of Canceling the Affiliation: Provisions regarding the type
of businesses that are excluded from the scope of affiliation due to
their business objectives unsuitable for the usage of local currencies,
and the method of information disclosure when their affiliations are

canceled.

@ Compliance Details of Affiliated Stores: Provisions regarding prohibited
practices of affiliated stores including the rejection of consumers’

payment with local currencies or discriminatory treatments towards them.

® Compliance Details of Users: Provisions regarding gift vouchers that

users are not allowed to use or any prohibited behaviors of users.

@ Committee and Committee Members: Provisions regarding the
formation of Committee and Committee members including whether
consumers or those recommended by civic groups will be included as

Committee members or not

® Others: Provisions regarding roles and responsibilities of provincial
governors(or mayors), establishment of basic plans, support for business,

conditions for funding, etc.

® Additional Information: Provisions regarding the requirements of sales/
operation agencies in case local currencies are issued in the form of
electronic payment types(card type, mobile type, etc.), their compliance
details, operating system security, personal data protection policies,

etc.
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3. Consumer Surveys

O (Survey Information) Surveys have been conducted over 1,500 adult
male and female consumers in 15 cities and provinces(excluding Jeju
island), who have experiences of using local currencies, about @ their
current usage of local currencies, @ their level of knowledge about local
currencies, ® difficulties and inconveniences related to the usage of
local currencies, and @ the expected policy effects and demand for

detailed policy tasks.

O (Major Findings)

O (Reasons for Using Local Currencies): 71.1% of survey respondents said
they use local currencies “because they like the incentives and
benefits(discount rate, cashback service, etc.) of local currencies,
36.5% said “because they understand the purposes of introducing local
currencies, i.e., to revitalize the local economy which will create a
win-win situation for both consumers and business operators,” and
35.1% said “because it is an easy way for them to help small-scale

local business owners.”

O (Amount of Usage & Percentage of Future Usage):

- 36.3% of respondents said they spend “100,000~300,000 won” while
24.9% said they spent “50,000~100,000 won” using local currencies.

- 56.7% of respondents said “they will use similar amount of local
currencies in the future,” while 32.8% said “they will increase the

amount of usage either slightly or significantly in the future.”

O (New User’s Intention of Continuous Usage): 42.0% of respondents said
“they will continue to use local currencies only if there are big

incentives,” while 30.2% said “they have will keep using local
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currencies in the future,” and 27.8% said “they have no intention to

use local currencies in the future” as of the date when the survey was.

O (Level of Knowledge about Local Currencies): More than 30% percent
of respondents said they do not have knowledge about Athe
possibility of purchasing/using other local currencies, Athe terms and
conditions of using local currencies, and Adetailed terms and

conditions including refund conditions.

O (Inconveniences related to the Usage of Local Currencies) Using 5
questions related to purchase stage, 9 questions related to usage stage,
and 10 questions related to overall systems, the level of inconveniences

and priorities for improvement have been identified.

O (Policy Demand) Using 8 questions related to system operation stage and
7 questions related to system development stage, the level of necessity

and priorities for introducing relevant policies have been identified.

4. Improvement Measures in terms of Laws and Systems

(1) Revision of Standard Ordinance for Local Love Gift Certificates:
including provisions about consumer protection, etc.

O [Standard Ordinance for Local Love Gift Certificates] under the
“omprehensive Guidelines for 2020 Local Love Gift Certificate
Issuance Projects” of the Ministry of Public Administration and
Security's(released on Dec 24th, 2019), which serves as the reference

guidelines for local governments, need to be revised.

O (Alt 1) Revise the contents of relevant provisions in Article 11
(Cancellation of the Registration as Affiliated Stores), and add a new

provision about the formation of the Committee.
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O (Alt 2) Add a new provision about “Issuance and Operation of Local
Love Gift Certificates” as one of the functions of the Consumer Policy
Committee specified in the fFramework Ordinance on Consumers;

which is currently being operated by local governments.

(2) Revision of the Enforcement Decree of the "Act on the Activation
of the Use of Local Love Gift Certificates,: including criteria for
refund

O (Alt 1) Specify the qualifications, criteria, time limits, and attribution
conditions for refund in the Enforcement Decree of the Act on the
Activation of the Use of Local Love Gift Certificates, and add detailed

requirements in its ordinance.

O (Alt 2) Add a condition not to apply the time limit to business owners
who voluntarily participated in the wusage of local currencies,
considering the characteristics of local currencies that they are issued

by local governments not by profit-making corporations.

5. Improvement Measures from the perspective of Consumption Life

(1) Efforts to Expand the Local Currency Distribution Network: in
terms of creating a win—-win situation for all economic players

O Specific action plans include: Aconsideration of expanding the
payment methods to online channels, Aidentification of factors to
attract off-line affiliated stores, Aexploration of ways to use local
currencies as a means to provide allowance for policy fulfillment,
Asuggestion of the need for regular examination of consumer issues
by, for example, conducting a survey to analyze the effect of local

currencies from the viewpoint of local currency users.



192 XI5HTQ} AH|XE AMY joF 017

O O

(2) Consideration of Expanding the Usage of Local Currencies to
Use them as Value Exchange Type Local Currencies: in terms
of maintaining the sustainability of relevant policies

O Suggest that the rewards for individuals’ economic activities be paid
with local currencies after calculating the social value of such activities,
as one of the ways to encourage their continuous participation in the

usage of local currencies.

(3) Reinforcement of Providing Customized User-oriented Information:
from the perspective of rational consumption life

O Utilize local currencies as a means to support the rational consumption
life of individual consumers through the analysis of consumption
patterns and visualization of such information using the local currency

usage data on a regular basis.
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