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Abstract To accommodate the rapid growth of e-commerce transactions, non-face-to-face transactions, businesses
use a wide variety of payment methods. However, many of these payment mediums are not secure as shown
by increases in fraudulent transactions. In this paper, we analyze a particular e-commerce transaction medium,
the Safety Transaction Service (STS). This system protects consumers through a wide variety of safeguards:
safety settlement systems (escrow), consumer damage compensation insurance, payment guarantee, and secure
bank settlement. In contrast to the safeguards, we identify the limitations and concerns with the STS and
potential legal and political improvements. The plethora of payment methods limits the consumers ability to
distinguish between the secured and unsecured transaction services. Regulation and consumer based verification
of transaction services are essential to root out dangerously fraudulent systems. We propose the development of
specific standards to these systems, in particular the need for consumer confirmation and clear settlement
documentation. Only through the active promotion of scrutiny and improvement to STS will consumers be

protected in e-commerce.

Key Words : Safety settlement systems, Safety Transaction Service, Escrow, Consumer damage compensation

insurance.

Received 3 September 2013, Revised 7 October 2013 © The Society of Digital Policy & Management. All rights

Accepted 20 November 2013 reserved. This is an open-access article distributed under the

Corresponding Author : Kwangdon Choi(Hansei University) terms of the Creative Commons Attribution Non-Commercial

Email: Kdchoi@hansei.ac.kr License (http://creativecommons.otg/licenses/by-nc/3.0), which
permits unrestricted non-commercial use, distribution, and
reproduction in any medium, provided the original work is

ISSN: 1738-1916 properly cited.

The Journal of Digital Policy & Management | 29



TAXbS7AZHOIA AHIXE 2Setof 25 AT

1LME

1.1 28| H|7|

2011 =u] Az AAPIAY T AdAS 1,14.7=%
Aoz HA996xDe HlEl 145% F7lste] A%4]
ol Z7HAIE FX8kaL ek Ed Aol nFE B,
7193 AAEANB2B)7E F A A 91.8%<] 1,050
Z 93009 e g RS AX et glon, 7| - 7
7+ AAPFANB2G) 7} 54%, 719 - AHAZE ARPEA
(B2C)7} 1.7%, 2] 3 AR AAREAH(C20)= 1.0%
2 YRt o]o] e FHE sAE B &HRE
ARPFAMC20)7F 206%, 7193 AAPSA(B2B) 7+
151%, 7191 - AR AASANBG)7E 66%, 719 - &
B2 AAREAB20)7F 6.0% S7FeE Aolti2].

Scale e-commerce by year

Hscse enmmere byyex P

Ve 2008 008 00 201

Cyber shopping(2012) in
Korea

(Unit : One trillion won,
Korean won)

[Figure 1] Domestic e-commerce Scale (2012)
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(Table 1) Claim Status and progress chart

2011

The |Incre | Growt
number | asem | hRate
of cases| ent | (%)

Classification | 2007 | 2008 | 2009 | 2010

Dispute
number of | 11,067 |10,696|13583|17,993| 22829 | 4836 | 369
consultation

Dispute the
number of | 2668 | 3631 | 3307 | 4521 | 4546 25 06
applications

Dispute
resolution 847 | 845 | 848 | 89 4.8 19

ratio (%)

Source : Electronic Dispute Resolution Fact Sheet 2012 in Korea
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(Table 2) Market share analysis of Safety
Transaction Service

Items of STS e ‘fmlsl?%mng

Safety settlement systems (escrow) 7,482(53.4%)
Consumer damage compensation insurance 54(0.4%)
Payment guarantee 12(0.1%)

Etc. 412(2.9%)

No safe transactions 6,042(43.2%)
Total 14,002(100%)
Source : The Korea Consumer Agency - Consumers Union of

Korea(2010.12)

(Table 3) Product comparison of safety

transaction service

in online shopping

Safety settlement
systems (escrow)

Consumer damage
compensation insurance

Sign—up

process Application form Setting limits
Amount to deal differential
Fee (0.1 to 0.3 percent) 0.2% brokerage fee
(If the majority of the bank fee|0.205% premium
waiver)
Buyer |Only protect the goods at the dReelil;d ait:;illpp;?egct?sg
Protection |time of delivery 1Y pr
to refuse
Payout ﬂcrenil:;l;ef:gz;:uﬂ;s iﬁeﬁt Cash on delivery receipt of
gite ;’i to the mall — unregiste}ed ltlhe rlljuyerrr;ent ately
DOs paid after 7-15 days at pon pay
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[Figure 2] Functional Flowchart of Consumer
damage compensation insurance
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(Table 4) The comparison between Escrow and Consumer damage compensation insurance

Benefit Limitations
. o Transactions have a lon nding riod.
o In the case of a dispute settlement between the seller . £ pendng be .
. . o After the transaction has settled, refund/cancellation
and customer, the money is frozen to protect the rights . R
Escrow is extraordinarily difficult
of the consumer . o
o Escrow is high accessible through online shoppin, o Vendors n to obtain customer verification. of
= £ Dping purchase, which limits cash flow
o Transactions are quickly settled with direct . . .
. o Transactions have a long pending period.
Consumer consumer communication . .
. . o After the transaction has settled, refund/cancellation
damage o Disputes between sellers and consumers are directly . L. .
. . . is extraordinarily difficult
compensation linked to Seoul Guarantee Insurance system . e
. L o Vendors need to obtain customer verification of
insurance o Insurance guarantees support peace of mind in R
. purchase, which
consumers who shop online
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(Table 4) The FTC Refund Program in USA[11]
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The Federal Trade Commission, the nation’s

The FTC consumer protection agency, sues companies
Refund that make deceptive claims about their products
Program or services. These lawsuits sometimes result in
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