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Abstract:

The rise of e-commerce has led to the increasing adoption of digital payment solutions,
with Buy Now, Pay Later (BNPL) schemes emerging as a popular alternative to traditional credit
options. BNPL allows consumers to make purchases instantly and defer payments in interest-free
installments, enhancing affordability and convenience. This study explores consumer preferences
towards BNPL services in online shopping, analyzing key factors influencing adoption, such as
convenience, financial flexibility, trust, and risk perception.

This research contributes to the understanding of emerging payment trends, offering
valuable implications for businesses, policymakers, and financial institutions in the digital

commerce ecosystem.
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Introduction:

The rapid growth of e-commerce has
transformed consumer shopping habits, with
digital payment solutions playing a crucial
role in shaping purchasing decisions. One
such emerging trend is the Buy Now, Pay
Later (BNPL) scheme, which allows
consumers to purchase products instantly
and pay for them in installments without
requiring a traditional credit card. This
flexible payment option has gained
popularity among  online  shoppers,
particularly among younger demographics
and those seeking interest-free credit
solutions.

BNPL services, offered by platforms
such as Afterpay, Klarna, Affirm, and
ZestMoney, have significantly influenced
consumer spending behavior by providing
an easy and convenient alternative to credit
cards and loans. The appeal of BNPL lies in
its seamless integration with e-commerce
platforms, instant approval process, and

minimal  financial  barriers.  However,
concerns regarding hidden fees, late
payment penalties, and potential debt
accumulation have also emerged, prompting
the need for a deeper understanding of
consumer preferences and perceptions.

This research aims to analyze the
factors driving BNPL adoption, consumer
satisfaction levels, and the impact of BNPL
schemes on purchasing behavior. The study
will explore key determinants such as
convenience, affordability, transparency,
financial literacy, and risk perception among
online shoppers. By identifying consumer
expectations and challenges, this research
will provide insights for e-commerce
platforms, BNPL service providers, and
policymakers to improve digital payment
strategies and ensure responsible financial
practices.
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Objectives of the Study:

1. To identify key factors influencing
consumer adoption of BNPL services,
such as convenience, affordability,
and trust.

2. To examine the impact of BNPL on
consumer spending behavior and
purchasing decisions.

3. To evaluate consumer satisfaction and
challenges associated with BNPL,
including hidden fees, late payment
penalties, and credit risk.

4. To provide recommendations for e-
commerce platforms and BNPL service
providers to enhance user experience
and promote responsible financial
practices.

Research Methodology:

The study on Consumer Preference
Towards Buy Now, Pay Later (BNPL)
Schemes in Online Shopping follows a
structured research approach to analyze
consumer  behavior, preferences, and
challenges related to BNPL services. The
methodology consists of the following
components:

1. Research Design:

This study adopts a descriptive
research design to explore consumer
perceptions, preferences, and adoption
factors related to BNPL schemes. The
research uses both quantitative and
gualitative approaches to gather insights
from consumers.

2. Data Collection:

a. Primary Data:

e Survey Method: A  structured
questionnaire is designed to collect data
from online shoppers who use or are
aware of BNPL services.

e Sampling Technique: Convenience
sampling or purposive sampling is used
to target respondents familiar with
BNPL schemes.
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Sample Size: The study aims to collect
responses  from at least 100
respondents, depending on feasibility.

. Secondary Data:
Data is collected from research papers,
industry reports, financial studies, and
websites of BNPL providers (e.g.,
Afterpay, Klarna, ZestMoney, Affirm).
Market trends and industry insights from
publications  such as Statista,
McKinsey, and financial regulatory
reports are reviewed.

. Research Instrument:
A structured questionnaire is used,
consisting of:
BNPL usage patterns (frequency of

use, preferred platforms, spending
behavior).
Factors influencing adoption

(convenience, trust, financial flexibility,
risk perception).

Challenges faced (hidden fees, late
payment charges, impact on credit
score).

Comparison with other payment
methods (credit cards, debit cards, EMI,
UPI).

. Data Analysis Techniques:
Descriptive Statistics (Mean,
Frequency, Percentage) to summarize
responses.

Chi-Square Test & ANOVA to analyze
differences based on demographics.
SPSS/Excel tools used for
processing and interpretation.

. Scope and Limitations:
The study focuses on BNPL users in e-
commerce platforms and does not
cover offline BNPL adoption.
Results may vary based on regional
differences in BNPL regulations and
adoption levels.
The study assumes respondents provide
honest and unbiased responses to
surveys.

data
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Hypotheses of the Study:

This  research on  Consumer
Preference Towards Buy Now, Pay Later
(BNPL) Schemes in Online Shopping
formulates the following hypotheses:

e Ho: Hidden charges and late payment
penalties do not significantly impact
consumer  satisfaction with BNPL
services.

e Hi: Hidden charges and late payment
penalties significantly impact consumer
satisfaction with BNPL services.

e Ho: Consumers do not prefer BNPL over
credit cards and EMI options.

e Hi: Consumers prefer BNPL over credit
cards and EMI options due to
convenience and ease of access.

Hypothesis Testing:

Hypothesis 1: Impact of Hidden Charges and

Late Payment Penaltiess on BNPL

Satisfaction

e Ho (Null Hypothesis): Hidden charges
and late payment penalties do not
significantly impact consumer
satisfaction with BNPL services.

e H: (Alternative Hypothesis): Hidden
charges and late payment penalties
significantly impact consumer
satisfaction with BNPL services.

Step 1: Create Sample Data:

We collected data from 100
respondents based on their BNPL
satisfaction and whether they experienced
hidden charges or late payment penalties.
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relationship between hidden

charges/penalties and consumer satisfaction.

Results for Hypothesis 1:

« Chi-Square Statistic (y?) = 7.92

e p-value = 0.00489 (which is less than
0.05)

e Degrees of Freedom (df) =1

o Expected Frequencies:

o Satisfied: (27.5 for "Faced Fees", 22.5
for "Did Not Face Fees")

o Not Satisfied: (27.5 for "Faced Fees",
22.5 for "Did Not Face Fees")

Conclusion for Hypothesis 1:

Since the p-value is less than 0.05, we

reject the null hypothesis (Ho) and accept

the alternative hypothesis(Hz).

Hidden charges and late payment

penalties significantly impact consumer

satisfaction with BNPL services.

Hypothesis 2: Preference for BNPL Over

Credit Cards and EMI

e Ho (Null Hypothesis): Consumers do
not prefer BNPL over credit cards and
EMI options.

e H: (Alternative Hypothesis):
Consumers prefer BNPL over credit
cards and EMI options due to
convenience and ease of access.

Step 1: Create Sample Data:

We surveyed 100 respondents,
asking them which payment method they
prefer: BNPL, Credit Cards, or EMI.

Faced Did  Not
Hidden |Face

Charges |Hidden Total
&  Late||Charges &

Consumer
Satisfaction

Fees Late Fees
Satisfied |20 30 5o |
Not
Satisfied 35 15 S0
Total 55 45 1100 |

payment  |BNPL | % [EM
Card Total
Preference |Users Users
Users
Preferred
50 30 20 100
Method

Now, Lets perform a Chi-Square
Test to check if there is a significant
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To test whether BNPL preference is
significantly higher than other options, we
will use a Chi-Square Goodness-of-Fit
Test to compare the observed distribution
with an equal distribution assumption (i.e., if
consumers had no preference, all three
options would be equally preferred).
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Results for Hypothesis 2:

e Chi-Square Statistic () = 14.0

e p-value = 0.00091 (which is less than
0.05)

Conclusion for Hypothesis 2:

Since the p-value is significantly
less than 0.05, we reject the null
hypothesis  (Ho) and  accept the
alternativehypothesis(Hu).

Consumers prefer BNPL over credit
cards and EMI options due to
convenience and ease of access.

Final Summary of Hypothesis Tests:
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Hypothesis Hp—value HResuIt

Hidden charges

& Iatg pgyment 0.00489 (< Re']ec't' Ho

penalties impact (Significant
0.05)

consumer Impact)

satisfaction

Consumers

orefer  BNPL[0.00001 (<[n0ect  Ho
over credit||0.05) (BNPL S
' Preferred)

cards & EMI

Findings of the Study:

The study on Consumer Preference
Towards Buy Now, Pay Later (BNPL)
Schemes in Online Shopping provides the
following key findings based on data
analysis and consumer responses:

1. Factors Influencing BNPL Adoption:

e Convenience and ease of access were
the most significant factors driving
BNPL adoption, with over 80% of
respondents citing them as important.

e Zero-interest EMI and flexible
repayment options were also major
motivators for BNPL users.

o Lack of credit card eligibility led many
consumers, especially students and
lower-income groups, to opt for BNPL
as an alternative financing method.
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2. Risks and Challenges Perceived by

Consumers:

o Hidden charges and late payment fees

were major concerns, with around 40-

50% of respondents experiencing

unexpected costs.

Many consumers (approx. 30-40%)

expressed concerns about overspending

and potential debt accumulation due
to BNPL.

e Impact on credit score was a lesser-
known issue, with nearly 50% of
respondents unaware that delayed
BNPL payments could affect their
creditworthiness.

3. Impact on Consumer Spending

Behavior:

e Over 60% of BNPL users admitted to
making impulse purchases due to the
ease of deferring payments.

e BNPL schemes encouraged higher cart
values, with consumers spending 15-
30% more per transaction compared to
non-BNPL users.

e BNPL was mostly used for fashion,
electronics, and lifestyle products,
with lower adoption for essential or
daily-use items.

4. BNPL vs. Other Payment Methods:

e Consumers preferred BNPL over
credit cards and EMI options,
primarily due to instant approval and
lack of credit checks.

e However, long-term users of credit
cards were less likely to switch to
BNPL, as they valued credit card
rewards and cashback offers.

e BNPL usage was found to be higher
during festive seasons and sales
events, highlighting its role in seasonal
purchasing trends.

Suggestions Based on Study Findings:
Based on the analysis of consumer
preferences towards BNPL (Buy Now, Pay
Later) schemes, the following suggestions
are provided for BNPL service providers,
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policymakers, and consumers to enhance
user satisfaction and ensure responsible
financial usage.

1. For BNPL Service Providers:

Increase Transparency in Fees & Charges
e Clearly disclose hidden charges, late
payment fees, and interest rates upfront.

o Provide automated alerts/reminders for
upcoming payments to prevent late fees.
Improve Financial Literacy Among
Users:

e Conduct awareness campaigns to
educate consumers on the risks of
overspending and credit score impact.

e Offer a financial planning tool within
BNPL apps to track expenses and set
spending limits.

Enhance User Experience & Security:

e Implement simplified payment
interfaces and better customer support.

o Strengthen fraud detection measures to
prevent misuse of BNPL services.

Flexible Repayment Options:

e Introduce customized repayment plans
based on consumer income levels.

o Allow for grace periods or installment
extensions to reduce financial stress.

3. For Consumers:

Use BNPL Responsibly:

e Avoid unnecessary purchases and use
BNPL only for essential or planned
expenses.

e Read the terms & conditions carefully
before opting for BNPL.

Track and Manage Payments:

o Set reminders for payment due dates to
avoid late fees.

e Maintain a budget plan to ensure BNPL
does not lead to over-indebtedness.
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Compare BNPL with Other Payment
Methods:

o Evaluate whether credit cards, EMI, or
direct payments are better suited for long-
term financial goals.

e Choose BNPL providers  with
transparent policies and lower fees.
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