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Abstract:  

 
 
Even though the Buy Now, Pay Later system is strongly criticized by several researchers on 

several aspects. The concept has many advantages and has a significant growth curve. This 

thesis will seek to understand what the underlying drivers of this payment method are. This 

is addressed following three steps. (i) Presenting a theoretical review on the topic, (ii) a study 

case clustered on five countries, (iii) a consumer preference survey. The conclusions of the 

research are (i) a lack of theoretical framework when assessing its global implementation (ii) 

effect of stress period and shifting trend in payment methods driving the attraction towards 

the BNPL system. (iii) a product specific attraction.  
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Chapter 1: Introduction 

The economy has largely evolved during the last few years. The financial crisis and financial 

markets destabilizations have forced the appearance of financial products’ regulations, such as 

Basel III1, Comprehensive Credit Act2, CRR3,... 

Furthermore, the emergence and development of technologies played an important role in 

global economic development. This has led to a deep shift in the structure itself (scope of 

different stakeholders, new platforms, new currencies, new means of payments, …). Those 

changes redesigned the way consumers behave in the market.  

Among all these developments, one of them attracts more and more analyst’s attention, the 

‘Buy Now, Pay Later’ (BNPL). A brand-new concept started 10 years ago, which allows 

customers to make a purchase with incremental payments and without any interest. Resellers 

with the support of a third-party creditor (such as Klarna or Afterpay), adds this new system of 

payments into their checkout process. Nevertheless, a late fee will be asked if the payment is 

overdue.  

This system has various benefits. Indeed, it allows a range of customers to enter the credit 

market. As a result of this new type of consumers the income of merchants will increase 

The system naturally exploded (table 1.1 in the appendix), mainly in the US, UK and Sweden, 

especially since the beginning of COVID-19, at a time when a handy and low-cost method of 

payment was needed. Indeed, the lockdown forced consumers to use online purchases. 

Furthermore, since almost every business was stopped, it left most people with less source of 

income and therefore forced them to reduce their spending. The concept seems to be very 

attractive, as much as it has one of the highest increase expectations in the global e-commerce 

market. Every country around the globe seems to be impacted by this payment method. 

(Worldpay/Fidelity National Information Services (FIS), 2022)    

Based on classical economist theories, Rolf Nugent (1939), have condemned the whole 

consumer credit market because of its effect on wealth. Indeed, he claimed that such product is 

 
1 “Basel III is an internationally agreed set of measures developed by the Basel Committee on Banking Supervision in 
response to the financial crisis of 2007-09. The measures aim to strengthen the regulation, supervision and risk management 
of bank in Europe” (BIS, 2010)  
2 “This bill provides for additional consumer credit protections, sets forth requirements for credit reporting agencies, and 
prohibits the inclusion of specified information on credit reports in USA”. (Congress.gov, 2021) 
3 “The Capital Requirements Regulation (CRR) (575/2013)establishes the minimum standards to ensure the financial 
soundness of banks in Europe( i.e. capital requirements, liquidity buffers and leverage ratios)”(eurolex, 2013) 



essentially consumptive and “spendthrift”4. According to R. Nugent, consumer credit market 

facilitated the consumption of capital in extravagant living, and it contributed nothing to 

production. In addition, through the lens of “life-cycle model for consumption smoothing” 

developed by Ando and Modigliani in 1963, it appears that consumption at zero interest rate 

improves slightly the well-being of consumers. Furthermore, based on analysis made by several 

analysts such as O’Donoghue and Rabin in 1999 or Campbell et al, in 20115 the system pushes 

customers which are financially weak, over-optimistic, overconfident and naïve to 

overconsume, and this will lead them towards a decrease of their welfare. 

When we consider deeply the system itself, it appears that in some cases this way of payment 

presents major risks and concerns. As I said before, Clients will be granted additional fees if 

they miss a repayment. This can turn out to be very dangerous knowing that financially weak 

consumers are using BNPL. As a matter of fact, in the next 30 months, it is a total €13 Billion 

in late fees to be paid by the most vulnerable consumers in Europe. (I.Ionescu, The Paypers, 

2022) Such revenue type represents an average of 40% of the total income of BNPL providers. 

(AFM, 2022) 

These elements raise important questions and increase doubts about the validity of the system 

in the current state of affairs. Indeed, one of the main sources of BNPL’s profit comes from the 

late fees charged. If the business plan is built around this kind of income, it is assumed that Buy 

Now Pay Later providers are aware that some users will not be able to repay. Knowing these 

clients will not have the opportunity to access the traditional credit market (because they will 

not be able to repay), are BNPL providers intentionally targeting this specific type of consumer? 

if so, it is interesting to determine why the BPNL providers put these consumers in an difficult 

financial situation? (Uktech, 2022) 

Despite the risk of default, reports present the rapid growth of Buy Now, Pay Later services. B. 

Guttman, C. Firth and J. Gathergood (2022) has found throughout the UK credit market analysis 

that the value of BNPL transaction between the period of their analysis (January 2019 – 

December 2021) has been multiplied by twenty times. Even more, they have found that the 

market is still increasing even after their research. In the US a similar situation is observable. 

Indeed, the number of BNPL users has risen by 300 per cent per year since 2018. (Federal 

Reserve Bank of Kansas City, 2021). 

 
4 Term developed in Rolf Nugent analysis, 1939.  
5 Grubb, 2015 Campbell, 2016, Gathergood and Weber, 2017; Allcott et al. ,2021 



From a global perspective the same pattern is observable. Indeed, the overall Buy Now, Pay 

Later market is expected to reach $680 Billion by 2025, which represents 12% of the total e-

commerce market. (M.Lux and B.Epps, 2022)  

Therefore, this contrast makes me wonder about the validity of this system and what the 

underlying drivers of its growth are. It is legitimate to as what can drive consumers to use this 

system when it has been widely criticized on several grounds.  

To respond to this interrogation, I will perform a three-step methodology. A theoretical view 

will be the first element I will take an interest in. With the help of multiple articles and papers, 

I will assess its practical use as well as the reasons for its development and its main audience. 

A comparative analysis will also be made on other instalment options. Finally, this first section 

will cover the multiple risks that represent the BNPL system.  

Secondly, a practical analysis of the different countries where BNPL operates will be 

conducted. This will allow me to build an analytical framework to have a better view of the 

reasons for its development in the most successful countries. I will assess those countries given 

the way global consultancies agencies6 are assessing the analyze of payment system cross 

countries, as well as given the guidelines provided by global public organization such as 

European Central Bank (ECB) or Committees on Payment and Settlement Systems (CPSS).  

Finally, a practical analysis of the behavior preference will be conducted via an online survey, 

allowing to test correlation between variables that may explain the use of the BNPL system.  

Therefore, the aim is to find some theoretical insights, allowing me to have a better 

understanding of the multiple facets of this payment method. Then, having a solid basis of this 

payment procedure, I will seek to take an interest in practical aspects of the system on the 

current market. Ultimately, the quantitative analysis will allow to highlight the customer 

preferences about this payment method and to explain the interest people could have towards 

it.   

  

  

 
6 The agencies referred are explained in chapter 3  



Chapter 2: Theoretical explanation of the BNPL system 
 
2.1: Main concepts  
 
Our society is increasingly reliant on ways of mass consumption, easy transaction, and easily 

desires access. To reach these desires, all obstacles must be removed or overcome.  

In 2012, Affirm, one of the Buy Now Pay Later pioneer companies, started its activity with the 

core mission to build a reliable financial product that improves lives. The following years 

oversaw the creation of numerous fintech companies that also offer the Buy Now Pay Later 

(hereafter, BNPL) system.  

The growth of e-commerce has enabled the emergence of several fintech companies, which in 

turn have enabled the development of a new type of market for merchants. BNPL is one of the 

few forms of fintech with double-digit growth over the past 10 years. Among various providers, 

the system differs according to customer requirements, credit limit and merchant partnership. 

Nevertheless, the mechanism on which all fintech agree is that the use of BNPL tends to 

improve consumer’s e-commerce financing experience. (M.Lux and B.Epps, 2022) 

The working mechanism of all these firms is based on the same main principles.  

As its name suggests, this new payment system allows customers to make the purchase of a 

good but to pay for it later, typically through incremental payment. BNPL is perceived as a type 

of instalment loan, which allows one to split the sum of a purchase and pay for it over a longer 

period in instalments. The first refund can occur after the first week of the purchase.  

 

At the top of the stakeholder’s hierarchy, we naturally find consumers. Without a doubt, they 

bear the most important position in this organization, simply because it is up to them to decide 

whether to use this process or not.  

Then comes the resellers, who decide on implementing that procedure within their checkout 

arrangement. For the time being, brands can only use this mechanism on their website. Indeed, 

the actual structure of payment does not allow these firms to use it in shops. Nevertheless, any 

future development of this method in stores will be certainly a major challenge for BNPL 

growth.  

Lastly, the numerous fintechs that offer BNPL as part of their merchandise form the bottom 

part of the pyramid.  

 

Depending on the region of use, the fintech used is different (table 2.1 in the appendix). This is 

due to the way these fintechs have been able to make themselves known in these regions but 

also depends on how much of these companies share the same marketing values as the targeted 



region. Nevertheless, some firms have succeeded in establishing themselves in almost all 

regions of the world, thus occupying a major part of the global market share. (S.Sekhar Pani, 

2022) 

 

When we consider the players of the market, more and more fintech are entering the market 

with niche offering products. (I. Draganov; L. Chiavarini, 2022) The leaders of the global 

market are Afterpay, Klarna, Scalapay and Paypal. Those four-e-commerce giants have 

totalized an average of $ 90 billion in 2021 (WSJ, 2022; Klarna, 2022; growjo, 2022; emarketer, 

2022).  

The rise of BNPL can be perceived as a hidden gem. Therefore, more and more firms and new 

fintech want to follow the wave. While Klarna, Afterpay and Scalapauy are pure BNPL players 

and new entrants in the credit market, a giant like Paypal is operating for many years in the 

electronic payment market. As explained in the below section, regulations are not yet enough 

to cover this product. Indeed, BNPL services are just below the rules that define consumer 

credits. This quasi-legal vacuum allows many fintech to access this market without any 

hindrance. This effect is even more striking when we consider that firms that had no connection 

with consumer credit are also seeking to enter the market. Indeed, during its keynote last 

October, Apple unveiled the implementation of their BNPL system, called Apple Pay Later. 

(Apple, 2022) They will collaborate with Goldman Sachs to create and implement this system. 

It is obvious that apple is not betting everything on this new process, or even more globally on 

their digital wallet (Apple Pay). This type of product has been designed primarily to push the 

consumption of their flagship products (iPhone, Mac, etc). However, their need is to allow their 

customers to have the most optimal experience possible, the convenience offered by this 

payment system is therefore to consider. (R.Shevlin, Forbes, 2022)  

 

The introduction of such huge companies demonstrates the growth potential of the BNPL 

market. These giants could have a strategic advantage over new fintech, as they have been 

operating for more than 20 years. Indeed, a firm like Paypal has accumulated massif data about 

consumer and retailers’ preferences. (D.Cag, Fintech, 2022)  

The following parts will focus on how companies implement this means of payment and how 

it works daily. I will also focus on the reasons for the expansion of this system as well as on the 

persons that use this method of payment the most. 

 

 

 



2.2. Practical usage  
 
2.2.1 BNPL pyramid 
 
In its most basic form, BNPL can be defined as an agreement between three parties in a three 

steps procedure with interaction between the three parties.  

Figure 2.1: Buy Now, Pay Later mechanism if a consumer purchases a good  

 

(C.Fisher, C.Holland and T.West, 2021) 

 

As this figure shows, consumer buys and receives goods or services from the merchant. Then 

(1) BNPL provider will pay upfront the full price at the time of the purchase.  (2) The merchant 

will pay the fee aggreged on each transaction made by the use of the BNPL system. (3) The 

customer pays back its due in a series of instalments payments pays. (4) If the customer misses’ 

payments he will receive additional fees.  

 

I will consider the perspective of Consumers and Merchants to understand how they act with 

this pyramid.  

First, customers interact in two correlated ways. They will choose a BNPL provider by creating 

an account. As we can guess, like any other market with multiple players in there, competition 

is the main element of the market. Therefore, one BNPL provider will not have any interest to 

offer a similar product as the other providers. The differentiation comes with the instalments 

plan proposed.  

As we can observe in table 2.2 in the appendix (J.Veling, Nerdwallet, 2022) each firm tends to 

have a different offer. From the percentage rate (APR) to the number of late fees any element 

is useful for differentiation. Nevertheless, a BNPL provider selection needs to be aligned with 

the products these clients want to buy. Indeed, some providers have agreed with demanded 

brands which will allow them to attract targeted customers. (M.Chilingaryan, nogood, 2021)  



Furthermore, as observable in table 2.2 in the appendix, most providers ask for late fees. The 

impact on consumers’ financial health is variable, we will discuss this in a subsequent section.  

Nevertheless, they are present and represent a higher proportion than the ones of other financial 

products, such as credit cards, which can be three times higher for 30 days overdue and two 

times higher for 90 days overdue. (M.Lux and B. Epps, 2022) As an example, a 10$ late fee on 

a good that costs 150$ represents an interest of 6.67%.(Nicole Heales Financial, 2022) 

 

Considering the retailer perspective, as observed in figure 2.1 above, there is a double 

interaction with BNPL providers. Indeed, they receive the total payment of the goods bought 

by a given consumer. In return, the merchant will have to pay a merchant fee agreed upon. The 

amount due depends on the provider. However, generally speaking, these merchants’ fees are 

around 4-8% of the amount of the purchase, which is higher than the fees charged by Credit 

Card companies. (M. Di Maggio; J. Katz; E. Williams, 2022). The reserve bank of Australia 

has conducted a deep analysis of the development of Buy Now Later in Australia (C. Fisher; C. 

Hollander; T. West, 2021), from their rapport published in March 2021, they illustrate that 

BNPL providers charge higher fees than the market does. (table 2.3 in the Appendix)  

Nevertheless, merchants have also advantages to partner with BNPL fintechs.  

A reason to use BNPL is that the customer will not pay directly for the product as they will start 

the refunding after one or two weeks (depending on the agreement), while BNPL lenders will 

pay the full amount upfront to merchants. Therefore, fintechs will take full responsibility for 

the rest of the payment and eventual default, leaving the merchant with no risks. (D. Malka, 

retail touchpoints network, 2021) 

A second reason to use BNPL is to attract new customers. Indeed, the zero interest fees and the 

few instalments will attract a new range of clients who would not have had the opportunity to 

purchase their products otherwise. (D.Malka, retail touchpoints network, 2021) 

Finally, BNPL also provides the opportunity to have better conversion rates. Indeed, since the 

payments can be spread out and do not need to be done on a total, the customers will be able to 

buy any products which they usually wouldn’t. (D. Malka, retail touchpoints network, 2021) 

 

Still considering figure 2.1 above, something important to notice is that BNPL fintechs are 

taking the full risk of this payment structure. Indeed, by paying upfront the full amount of the 

purchase and waiting for the customers to repay by incremental payment they are exposed to 

the risk of non-payment. (K. Peterdy, CFI, 2022) 

 

 



2.2.2 Business model example: Klarna 
 
As seen in the previous section, both consumers and merchants interact with BNPL providers 

in different ways. This part will take an interest in the ways these fintechs are organized. 

Therefore, I will assess the business model analysis of the market leader, Klarna. To make a 

precise analysis, I will use the Business Model Canvas of Osterwalder and Pigneur (2010). 

According to them, the purpose of a business model is to describe and present the rationality of 

how organizations create, deliver and capture value. Therefore, they created a nine-steps 

framework. These nine-dimensions are interconnected, and work together to provide insights 

about a firm. Given the fact that I want to have the best overview of this firm, the nine 

components provided by this model allow me to study each area of Klarna.  

Customer segment:  
The first dimension of analysis concerns the different customers a firm reach or serves, or as 

Osterwalder and Pigneur(2010) call it, the Customer segment. According to them, customers 

are central elements in business, and the goal of any firm is to satisfy them. Therefore, a firm 

must be able to group its customers into distinct segments with common needs.  

Concerning Klarna, they are dealing with a two-sided customer relationship. Indeed they do a 

B2B(Business To Business) with merchants and B2C(Business To Clients) with the 

customers.(S.Yu,Forbes,2020)  Therefore, they segment their customers into two areas. First, 

clients, the ones that subscribe to an account. The common needs of clients are convenience 

and flexibility (Klarna, 2022) 

Secondly, merchants. Businesses and brands collaborate with Klarna because of multiple 

advantages such as upscaling possibilities and upfront payment. Also, a given brand will partner 

with another because of the advantages this brand will bring, such as more visibility, better 

conversion rates, etc. (D. Malka, retail touchpoints network, 2021; N.Varma Rajesh,Endless 

Gain, 2019)  

Customer relationship: 
The second-dimension deal with the type of relationship a firm establishes with its clients. This 

section looks at the way a form interacts with its customers, which can be both personal and 

automated. The way in which firms interact varies according to the motivation sought by the 

firm, it can be for customer acquisition, retention or to boost selling. (Osterwilder, Pigneur, 

2010).  

There are three ways Klarna interact with their customers.  

First, via automated services. It is a type of self-service where customer does not have a direct 

link with the firm but where the firm provides information via a portal or a platform. In the case 

of Klarna, both customers and merchants have this type of communication.  



There is a platform for merchant that allows them to have a view of the products sold, the status 

of the balance, etc.(Klarna, 2022) As far as customers are concerned, a similar platform is set 

up, which gives them the opportunity to see the status of their order and to have personalized 

offers according to their previous purchases and the status of their balance. (Klarna, 2022) 

Secondly, personal assistance. Klarna has an assistance channel which allows both customers 

and merchants to reach the brand if they struggle with any process. (Klarna, 2022) 

Thirdly, email and social media. This plays an important role in the attraction and retention of 

customers. Such a communication channels have proven for many years their benefits as it 

allows to create awareness and enable transactions. (I.Schulting, Digital Marketing 

(LLSMS2008),2022) By analyzing Klarna’s customer acquisition and retention report (Klarna, 

2022) it is clear that online media is a key element.  

Values: 
The third-dimension deals with the value proposed. Indeed, to differentiate from other 

competitors, a firm must offer specific values that are shared with the targeted customers. 

(Osterwilder, Pigneur, 2010).  

Firstly, the convenience. Such value is the key driver of the BNPL system, naturally it is also a 

central element in Klarna’s policy. Indeed, since the foundation of this brand, they have always 

had the desire to simplify the consumption of customers. (R.Wang, 2022) 

Secondly, newness. Both in terms of partnerships and innovations, the brand tries to meet the 

needs of its consumers in the best possible way by offering new brands and new features.  

(S.Babcock, The Current Media, 2022)  

Some of those are exclusive to Klarna, making them unique to their competitors. ( L.Huffman, 

Investopedia,2022; S.Edelson, Forbes,2022) 

Thirdly, Performance. Since its creation in 2017, Klarna Bank AB has helped merchant to 

increase their conversion rate by 40% (Klarna, 2022)  

Channel: 
The fourth dimension concerns the channel used by a firm to provide its services. Channels are 

customer liaison, which is important in the customer experience. (Osterwilder, Pigneur, 2010).  

Klarna has two main channels. Online platform. This one describes the majority of the BNPL 

transactions. Secondly, since its introduction in 2017, Klarna has also created an offering via a 

physical card. (Klarna, 2022)  

Revenue: 
The fifth-dimension deals with the revenue streams of a company. An important element to 

consider when it comes to analyzing the business model of a firm as it allows to know for what 

value a customer is ready to buy a product. (Osterwilder, Pigneur, 2010).  

Klara has four main revenue channels.  



First, payment fees. This is most of their revenue. Indeed, they will charge merchants a fixed 

transaction fee (which corresponds to the partnership with the merchant) as well as a variable 

percentage fee (which corresponds to a percentage of the goods sold via Klarna channels).  

Such a fee varies by country and product. For example, Klarna charges $0,30 transaction fee 

and from 3,29% to 5,99% as variable fee. (N.Sheth, Finty, 2022) In addition to the BNPL 

system, Klarna have also an instant shopping portal option, which allows customers to pay up 

within seconds using pre-filled data. To use such a service, Klarna asks a $30 monthly 

membership fee from merchants as well as a fixed transaction fee of $0,30 and a variable 

transaction fee from 3,29 to 3,79%. (N.Sheth, Finty, 2022) 

The second stream of revenue comes from the “interchange” fees. Indeed, Klarna has recently 

launched a card service, with the cooperation of Visa. (Klarna, 2022) Such card works like the 

traditional ones, it allows customers to store savings, conduct transfers. (Klarna, 2022) 

Therefore, when you will pay with this debit or credit card an “interchange” fee will be applied 

to the merchants. Typically, such fee represents 1% of the good’s price and it goes to Visa. 

Afterwards, Klarna will receive a portion of these fees. (N.Sheth, Finty, 2022) 

 Thirdly, interest on cash. Since Klarna received a bank license. (Klarna, 2017) They can act as 

a traditional bank, and therefore grant loans, from which they collect margins. (N.Sheth, Finty, 

2022) 

Lastly, late payment fees. Indeed, the customer will receive a late payment fee is they do not 

manage to pay on time their installment. Typically, a fee of $7 will be asked per instalment or 

25% of the total loan (it depends on the good’s price). (Klarna, 2022) There is no evidence of 

the proportion of such revenue stream on the total revenue. Nevertheless, for one of its main 

competitors, Afterpay, such revenue represents an average of 10% of the total revenue. 

(N.Sheth, Finty, 2022) We can assume a similar proportion for Klarna.  

Key activity: 
The sixth dimension concerns the key activities of a firm. This section describes the most 

important actions a company must do to make its business successful. (Osterwilder, Pigneur, 

2010). Klarna’s business model is driven by an activity that is set up around their platform. 

Indeed, the Swedish brand is set up on their loan transactions made on their platforms and apps. 

They also tend to promote the most their platform to increase their sales. (Klarna, 2022)  

Key resources:  
The sixth dimension concerns the key resources of a firm. This section describes the most 

important assets which will make the business model works. (Osterwilder, Pigneur, 2010). 

The main resource of Klarna is its software platform. The latter is the strongest asset, it gathers 

more than 65,000 retails and 45 million consumers. (Klarna, 2022) It is the cornerstone to 

maintaining their activity.  



The second important resource of Klarna is their partnership with merchants. Indeed, the 

capacity to partner with keep retailers allows them to attract even more customers. 

(M.Chilingaryan, nogood, 2021) Currently, they manage to have the most merchants on their 

platform with almost 250 000 in 2021 (D.Curry, Business of App, 2022) In comparison one of 

their competitor, Afterpay, have 98 000 merchants on their website in 2022. (Afterpay, 2021)  

Key partner:  

The seventh dimension concerns the partner a company manages to form in order to create a 

strong network. (Osterwilder, Pigneur, 2010). 

First, the numerous of partnerships that Klarna managed to make with important merchant such 

as IBM, Nike and H&M have allowed to optimize their visibility and awareness. (Klarna, 2022) 

Secondly, the partnership made with visa has allowed them to pursue their new banking model. 

(Klarna, 2017)  

 Cost: 

The final dimension deals with the cost structure of a firm. Creating and delivering products 

comes with a cost. Such cost is influenced by the key activities, key resources and key 

partnerships. (Osterwilder, Pigneur, 2010). According to Osterwilder and Pigneur, there are six 

types of costs. Cost-driven, value-driven, fixed costs, variable costs, economies of scale and 

economies of scope. Regarding the business model of Klarna it appears that two types of costs 

are the most important ones. First, cost-driven type. The aims of such expenses tend to minimize 

the cost structure by maximizing elements such as automation, which is pursued by Klarna with 

their automated platform. Secondly, they face costs linked to the credit and loans risks. Indeed, 

as explained above (Figure2.1), BNPL providers bear the risk of a loan by paying upfront 

merchant and waiting the installment to be made. Therefore, they face the responsibility if a 

customer is unable to pay.  

Conclusion:  

Through this analysis based on the Business model canvas established by Osterwilder and 

Pigneur in 2010, we are able to highlight some important elements characterizing Klarna.  

First, revenue structure. Klarna generates income from various sources, nevertheless, the 

company is merchant oriented as most of their revenue comes from this source. (J.Hughes, 

business chronicler,2022)  

Secondly, two elements seem to be key to maintaining their business upgrowing. First, the 

partnerships. The brand partners with a huge number of dealers, about 250 000. The aim is to 

maximize the appeal to potential customers by offering desired brands. In addition, the recent 

partnership with Visa has allowed to diversify from an online channel to an in-store channel. 

Secondly, Klarna’s platform is also a key resource in their business model.  



Indeed, it is their main showcase for the sale of products. Therefore, the ability to maintain it 

and make it attractive is a strong asset. Finally, their ability to do B2B and B2C gave them the 

opportunity to serve both customers and resellers. They are using the B2B experience they have 

gained since 2005 to expand their B2C offering. (S.Yu,Forbes,2020)  

  

2.3: Context of emergence  
 
2.3.1. Comfort increasing  
 
The reasons for BNPL’s emergence are multiple. From employment contracts to deliberate 

choices, there is a wide range of sources that can explain the usage of this system. Indeed, 

analysts, through a scientific approach have underlined a different kind of source which can be 

seen as a driving force in the development of the Buy Now, Pay Later system.  

S. Sekhar Pani (2022) from the University of Mumbai made research to examine the strengths, 

opportunities and challenges from the perspective of all BNPL stakeholders, including 

consumers, providers, regulators, etc. To do so, he builds a microeconomic model which tends 

to explain what the key drivers of this payment method are by capturing the core interest of 

customers and providers. From the customer’s perspective, he builds a mathematical model 

based on basic variables, which are income, saving and borrowing in the short-term period, 

actually quasi the same variable as Modigliani model (1963)7 where the period is different.  

Figure 2.2: result of mathematical construction about BNPL customer’s behavior  

 
(S. Sekhar Pani 2022) 

He describes three states of the customer, Z1= a customer that consumes all his income; Z2= a 

customer than saves more that he consumes; Z3= a customer that consumes more than he 

saves.S. Sekhar Pani (2022) analyzed the consumer habits by setting that consumption defines 

“the quality of life” and the consumer will tend to maximize this quantity.  

 
7 For sure, the theory of Ando and Modigliani, “The "Life Cycle" Hypothesis of Saving: Aggregate Implications and Tests” (1963), is built on 
much more assumptions (Retirement, Remaining time of life, Wealth, …). Nevertheless, as their goal was to find the relationship between 
income, saving and borrowing, their core assumptions were the latter. Therefore, it offers a good relationship with the research of S. Sekhar 
Pani (2022)  
 



Linking to the BNPL system, the concept of “quality of life” is increased only if the consumer 

imputes a utility in the terms that this means of payment offers (availability of cash, the 

convenience of multiple payments, etc) Therefore, if the firm is built mainly on the merchant 

fees revenue, then Z1 and Z3 are the most important consumers for a firm. A fintech will indeed, 

rather position on the richest (Z1) or on the poorest (Z3) before attempting to reach the middle 

consumer (Z2). (P. Ghosh; B. Valle; Y. Zeng, 2021). Actually, it makes sense for providers to 

develop the market by targeting such clients. Indeed, the richest clients are looking for more 

convenience, it has been shown that for a firm like Affirm, 80% of their clients have sufficient 

resources on their credit cards to buy a given good upfront. (M.Lux and B. Epps, 2022)  

Therefore, the use of BNPL is perceived as a deliberate choice rather than a choice of last resort. 

(Seeking alpha, 2020) Concerning the poorest consumer, given the formulation of S. Sekhar 

Pani (2022), either the existence of BNPL solutions or not, they will in any case borrow, 

therefore lending at zero interest is much more profitable for them than other loans with interest 

rates. (B. Guttman-Kenney; C. Firth; J. Gathergood, 2022) 

 

On a more behavioural level, a shifting dynamic in credit habits has been observed. (M.lux, 

2016) For a long time, credit cards became increasingly popular, mainly due to the network 

effect, which increased merchant adoption. This led the market to capitalize on a total of $ 1 

Trillion of lending. (Seeking alpha, 2020) 

Nevertheless, this leader status puts the credit card merchant in a comfort zone, and those 

merchants have stopped trying to meet the consumer needs, whereas the BNPL system does.  

Indeed, US issuers could experience a loss of 15% to new forms of financing by 2025  

(A. Garg; D. Goldshtein; U. Kaura; R. Varadarajan; Mckinsey, 2022) 

Furthermore, the global trend has shown a significant increase in the usage of debit cards, 

especially among young consumers. This trend is also illustrated by the usage of Visa and 

Mastercard, where a clear preference for the debit option can be seen for both providers. 

(Seeking alpha, 2020).  

 

2.3.2 Network effect  
 
As explained just before, the network effect played a huge role in the development of credit 

cards. Actually, such effects received more and more traction since the 80 to explain economic 

effects. Literature is not missing, such as David and Greenstein (1990) or Shy (2001). Both 

have recognized the network tends to bring a certain equilibrium within the market. Based on 

the expansion of the fax market, Economides and Himmelberg (1995) have shown the strong 

effect of networks.  



Indeed, according to them, the value of joining a network depends directly on the number of 

other consumers who join by adopting the same technology. For the credit card example, the 

worth of it depends on the number of merchants that accept this method and not on the number 

of customers that possess a credit card. Since more cardholders conduct to more merchants 

accepting such payments, growth in the number of cardholders creates an increase in the credit 

card market value. (J. Gottefried leibbrandt, 2004) 

Therefore, payment is a network industry, in which providers must build up a strong 

relationship with both sides, customers and merchants. (C. Fisher; C. Hollander; T. West, 2021) 

Seeing the numerous partnership that BNPL providers are agreeing with merchants 

(M.Chilingaryan, nogood, 2021)  and the growth expected (Worldpay/Fidelity National 

Information Services (FIS), 2022) , without a doubt the development of the BNPL market is 

also empowered by a network effect. 

2.3.3 Covid effect 
 
The covid period has totally disrupted our habits. Financially speaking, it has forced us to 

rethink the way we manage our savings. In this context, e-commerce has been able to make the 

most of the situation. The covid period generated a 20% increase in e-commerce, with BNPL 

having the same increase. (M.Lux and B. Epps, 2022) Indeed, while  UK and US aggregate 

consumption has felt in March-April 2020 ( Chetty et al., 2020; J. Gathergood and B. Guttman-

Kenney, 2021), the consumption of BNPL services have experienced growth ( B. Guttman-

Kenney; C. Firth; J. Gathergood, 2022), surely explained by the consumer shift towards 

spending online. (J.Gathergood and B. Guttman-Kenney, 2021) 

As a matter of fact, 35% of consumers using BNPL services claimed their usage has changed 

during the Covid period. (Quantilope, 2020)  

Furthermore, 50% of BNPL’s users whose employment status has changed (positively or 

negatively) during Covid 19 admit their usage has even increased. It suggests that in any 

situation (difficult or not), consumers are increasingly concerned about what they pay for. 

(Quantilope, 2020) Even if the long-term effects of Covid on e-commerce are still unknown, 

it’s clear that this period has favoured the growth and visibility of this payment system, which 

it might not have had without Covid. 

 

 

 

 



2.3.4 User Characteristics 
 
Throughout several reports, I will focus now on the BNPL users’ behaviour. Indeed, knowing 

the target audience and motivation will explain what the drivers are and explain its possible 

future market growth.  

First of all, M. Di Maggio; J. Katz and E. Williams (2022) have conducted a transaction-level 

data analysis in order to capture the character of users and usage patterns.  

According to their results, consumers use BNPL products to increase their spending as well as 

to decouple spending and income.  

According to their findings, this system is not easily explained by classical theories of 

consumption smoothing. Indeed, they think that a model such as a standard life cycle model8 

cannot fit with the BNPL system. Indeed, they believe that this payment method increases the 

likelihood that consumers face negative outcomes from low liquidity, which is in contradiction 

towards the “life cycle model”. In addition, they are pledging that BNPL reduces the price 

elasticity on a given item and increases the near-term spending at the expense of long-run 

liquidity.  

BNPL is a short-term-oriented product, the simple fact that it gains traction means that many 

people are not long-term-oriented, as they are less likely to save but more likely to spend a 

higher fraction of income on spending. (M. Di Maggio; J. Katz; E. Williams 2022) 

 

Concerning the target audience, it appears (B. Guttman-Kenney; C. Firth; J. Gathergood, 2022; 

M.Lux and B. Epps, 2022) that Millennials and Gen-Z are the dominant users of this means of 

payment. Indeed, they have the particularity to be raised in an era where interest in technology 

is important. Also, as said before, with the crisis of 2008, they also have a greater reluctance 

for traditional institutions.  

Knowing also that they are entering into their prime spending years since many enter the 

workforce or start a household, it’s natural that those two generations are the one that uses the 

most BNPL services. (emarketer, 2021)  

The figure 2.3 below illustrates the main actors in this system and how they will evolve over 

the next few years. Please note that this graph illustrates data from the USA, nevertheless, we 

can apply a similar observation to the rest of the world as it presents the same assumptions as 

elsewhere. (S. Sekhar Pani ,2022; B. Guttman-Kenney; C. Firth; J. Gathergood, 2022) 

 
8 Modigliani (1963) estimated that an agent who wants to smooth consumption over a lifetime will borrow when income is 
low and save when income is high. Therefore, his main decision will depend on his income and wealth. 



Therefore, since BNPL is becoming more and more mainstream, Generation Z buyers are 

expected to be the next biggest users. As matter of fact, in the US, by the end of 2022, 44% of 

Gen Z will use the BNPL services compared with 37% of millennials. 

Figure2.3: Buy Now Pay Later market penetration  

  
(emarketer, 2021) 

The last element we can highlight from figure 2.3 above is the fact that the global trend of users 

is expected to increase for the following years regardless of age group. Surely, such trend is 

projected because of the future development and investment planned by fintech. This will be 

covered in the following part. 

 

2.4. Comparison between BNPL and other instalment products. 
 
BNPL products are not new, they share similarities with existing instalment options, such as 

layaway or credit cards.  

First, Layaway. This is a pay-over-time option offered by a merchant that allows a client to 

reserve a given product by making several predefined instalments. Once the item is fully paid 

for, the client can take possession of the product. (W.Kenton, Investopia, 2021) Genially 

customers who use this type of payment have a bad credit score of a limited income. (Federal 

Reserve Bank of Kansas City, 2021). In fact, layaway is low risk for both consumers and 

merchants. Indeed, customers may be charged a nonrefundable service fee and incur a 

cancellation fee if they are not able to repay. For a merchant, this payment system allows sales 

that might not occur otherwise. (Federal Reserve Bank of Kansas City, 2021).  



However, since the 1980s, this system has started a decrease as the omnipresence of credit cards 

has reduced their utility. Given the increase in popularity of BNPL solutions, merchants have 

almost removed layaway services. (W.Kenton, 2020; B.Bruce, 2021) 

Secondly, credit cards. BNPL products are quite similar to credit cards. on the contrary to 

layaway solutions, both enable customers to take immediate possession of a good and offer 

convenience. Nevertheless, a customer’s ability to subscribe for a credit card requires a 

creditworthiness check (D.Weliver, 2021), while BNPL providers do not. (N. Hendy, Forbes, 

2022). Even more, among the ones that pass the credit check, it has been proven that young 

consumers are less likely to use credit cards (T.Rossman, 2021), confirming the shifting trend 

from credit cards towards different means of payment. (Seeking alpha, 2020). 

Therefore, compared to one of its direct competitors (credit cards), the BNPL system is a more 

easily accessible procedure for a range of customers, especially the ones who are in a bad 

financial situation. (Federal Reserve Bank of Kansas City, 2021) As we will observe in the next 

section, such practices could end up with serious bad effects.  

However, being opposed in a market, this does not allow customers to use both. Indeed, 

Guttman-Kenney, Firth and Gathergood (2022), while analyzing the effect of BNPL in the UK, 

have shown that 19,5% of credit card holders have at least one BNPL transaction registered on 

their credit line. Therefore, they suggest that the mean customer is prone to maximize his gain 

from all kinds of financial products he has access to, which will limit his default risk.  

 

2.5. Risks and BNPL 
 
So far, I have presented several positive sides of this system. I have explained the advantages 

of using this method, what it brings to the users, and also why this means of payment has been 

developed. 

Nevertheless, any financial instrument linked to the credit market is, undoubtedly, exposed to 

multiple risks. Whether on the side of consumers, lenders, or merchants, every side of the BNPL 

pyramid has its own source of risks.  

 

2.5.1 Overconsumption  
 
One of the main risks in this system comes from what makes it attractive to consumers. Indeed, 

in a very opposite way, what could attract many users to pick this method instead of another 

could impact badly these same users. As said before, the BNPL system allure clients by being 

so user-friendly and by offering no interest fees for multiple instalments, which will induce 

users to increase their spending and could end up creating strong negative impacts. (J. 

DuPlessis, credit union times, 2022; M.Lux and B. Epps, 2022)  



As an interview made by CNBC suggests, many young consumers have the impression that 

BNPL payment sounds cheaper, and so, they are attracted by using this more and more. (R.J. 

Cross, Pirg, 2022 ) 

A general feeling that is accented by the rising cost of living. Indeed, initially conceived as a 

convenient way to buy costly goods, such as TV, fridge or sofas, the new economical outcome 

forces many users to purchase essentials such as food or toiletries instead. (L.Appleyard, The 

Conversation, 2022).  

This brings us to the first major risk of this system. The accumulation of BNPL contracts, in 

addition to the current economic situation, will make payments much more difficult. As every 

fintech has its refunding plan many users can mix it all up and will therefore not be able to 

make their payments on time. Those payment delays will therefore create late fees which will 

transform the BNPL contract into a full credit contract. (K.A.Renzulli, Newsweek, 2022) A 

survey from DebtHammer showed that 30 per cent of users find it difficult to make their 

payments on time, moreover, 32 per cent of them admit skipping rent, utilities, or child support 

costs to prioritize their BNPL payment. (E.Roth, The Verge, 2022)  

Public authorities in OECD countries (OECD, 2019) have unveiled a report in which they have 

identified a few drivers of risk in the short term. (S. Sekhar Pani, 2022) Firstly, they judge that 

low-interest rates can push overleveraging. Secondly, low and irregular levels of income are 

relatively vulnerable to short-term loans. Thirdly, a behavioural basis tends to create 

gratification and over-confidence which will lead to an increase in the recurrence of short-term 

loan consumptions.  

What is even more concerning is that some customers charge their BNPL transactions on their 

credit cards. According to a recent report (B. Guttman-Kenney; C. Firth; J. Gathergood, 2022) 

based on UK consumer habits, it has been proven that 19,5% of active BNPL credit cards users, 

they have at least one transaction made by a BNPL firm. Charging BNPL debt on a credit card 

is raising concerns about the ability of these customers to pay for a BNPL service. Even worst, 

some customers may enter the market with a zero-interest BNPl debt but end up with a credit 

card debt that implies a 20% credit card interest rate and has a long amortization schedule. (B. 

Guttman-Kenney; C. Firth; J. Gathergood, 2022) 

Even through, the cost to users of short-term loans may results in financial distress in the long-

term, with quantitatively the same outcome as they experience today, the actual real concern is 

in which way this distress will impact the global market dynamics. (M.Lux and B. Epps, 2022) 

A recent article in the Wall Street Journal has raised concerns about the impact of inflation, 

slowing growth on bonds backed by consumer debt.  



The article shows a higher return expected for a such bond, a sign higher risk expected on 

consumer debt. (in table 2.4 in the appendix) For example, shares for Afirm and Upstart have 

both lose 75% since November 2021, when late payment proportion starts to rise.  To a lesser 

extent but giving loans to people unable to pay back is reminiscent of Subprime failure and the 

subsequent crisis. (M. Grossman; M. Wirz; The Wall Street Journal, 2022) 

 

2.5.2. Credit assessment  
 
For several years, the credit market is regulated, strongly over the years. One crucial element 

that remains over the years is the credit score. Its use as a rating system is strongly deployed in 

the US, UK and Australia. This system is employed to rate the reliability of customers in 

repaying their debts. It is based on credit histories, such as the number of accounts opened, total 

debts, repayment history and other elements. This score will affect the financial life of every 

consumer. If the score is too low, the client will not be granted credit (T.Brock, Investopedia, 

2022). In other countries such as Belgium, France or Germany the system is not far away. They 

do not use a score but register information about credit and loans. For example, in Belgium, 

they use the Central Individual Credit Register. This file gathers information about consumer 

credit and mortgage loans. All lenders must consult this file before granting a loan. (NBB,2004)  

 

While traditional lenders do not grant loans regularly, BNPL needs to assess a consumer’s 

creditworthiness more frequently and in a shorter term. The current structure of these actions is 

questionable. First, there is not yet any centralized information-sharing process. Indeed, BNPL 

firms are working independently. (S. Sekhar Pani, 2022) Therefore, a customer struggling to 

refund given providers could contract a new one with another BNPL firm. Secondly, while in 

some countries regulation force BNPL providers to do credit checks (Australian Finance 

Industry Association, 2022), most of them do not proceed to any financial health. (N. Hendy, 

Forbes, 2022) Therefore any customer without having a view on their ability to repay can 

contract a loan and therefore fall in a negative spiral. Tijssen and Garner (2021) (Bain & Co, 

inc) reported that in the UK huge providers report a very limited default rate, while smaller 

firms have a much bigger default proportion.  

One solution that takes more and more traction is the development of footprint-based credit 

assessment. These footprints are information clients leave when they are on a specific website. 

These informations have enough power that can match with credit bureau assessment and with 

other assessment method, BNPL providers can reduce default rate (Berg et al., 2019; Jacobsson 

and Siemiatkiwski, 2007)  

 



2.7. Conclusions and next steps.  
 
To conclude this first chapter, quite few findings has shed lighted on the reasons for the growth 

of the BNPL system.  

Indeed, the research made by M. Di Maggio; J. Katz and E. Williams (2022) has shown that 

consumers use BNPL products to increase their spending as well as to decouple spending and 

income. According to their findings, this system is not easily explained by classical theories of 

consumption smoothing. Indeed, they think that a model such as a standard life cycle model 

cannot fit with the BNPL system as this payment method increases the likelihood that 

consumers face negative outcomes from low liquidity, which is in contradiction towards the 

“life cycle model”.  

In addition, A.Deaton (2005) analyzed Modigliani’s work in the light of current topics. One of 

his findings was the challenges of the model to uncertainties, something that Modigliani 

recognized as an unsolved issue. Thus, since we know from B. Guttman-Kenney; C. Firth; J. 

Gathergood (2022) in UK and by M.Lux and B. Epps (2022) in US, that Covid period has 

played a large role in the evolution of this system, a period marked by uncertainty. Therefore, 

this confirms the inability of classical models such as the life cycle model to provide theoretical 

basis to analyze BNPL system.  

Secondly, as explained by C. Fisher; C. Hollander; T. West (2021) this payment system has 

taken advantages of network effect to expand. According to Economides and Himmelberg 

(1995) the value of joining a network depends directly on the number of other consumers who 

join by adopting the same technology. Any payment system is based on a network effect. The 

increasing adoption by consumers of a method force merchant to also take an interest on it. 

Seeing the case of Klarna, totalizing on average 45 million users, it is not a surprising to see 65 

000 merchants joining the system.  

Thirdly, through the research of S. Sekhar Pani (2022), we understand that consumption is 

defined by the concept of “quality of life” and the consumer will tend to maximize this quantity. 

Linking to BNPL method, he explained that this concepted is increased only if the consumer 

imputes a utility in the terms that this means of payment offers. 

S. Sekhar Pani (2022), M.Lux & B. Epps (2022) and B. Guttman-Kenney; C. Firth; J. 

Gathergood (2022) allowed also to highlight the type of consumer of this payment system. 

According to them, the average users are economically strong and weak users, not the middle 

consumers.  

 

 



Finally, when assessing the Business model of Klarna, throughout their revenue structure and 

the merchant fees, we understand that sales repetition is a key element in the evolution of 

fintechs. The maturity of loans is on average three weeks, meaning that, if a client only makes 

one purchase at a time, provider can renew their refunding cycle 17 times a year for a single 

client. (Suadfakih, Medium, 2021) Therefore, the occurrence of use is primordial to maintain 

growth and high Capital velocity9.  

 

In conclusion, it appears that researches are mainly descriptive and are mainly focused on a 

particular country. The analysis of the BNPL solutions is still at an early stage. There is not yet 

any global research nor any concrete theory about the development of the system. It results that 

piece of information being scattered all over the place it becomes difficult to judge the 

functioning of the system. 

This is why I think a more practical vision will be interesting to adopt in order to understand 

the underlying conditions of BNPL system implementation.  

 

 

  

 
9 This imply having a high ROIC (return on invested capital) 



Chapter 3: Study Case: An assessment of different countries where 
Buy Now, Pay Later system operates. 

 

3.1 Introduction  
 
3.1.1 Objectives  
 
So far, I have presented the system in a very theoretical way, outlining its general characteristic. 

This chapter will focus more on a practical aspect by looking at the utilization of this new means 

of payment in some precise countries. The objective is to draw criteria allowing to have a better 

view of the way the system is used but also to establish patterns between different countries.  

Therefore, I will first analyze countries where the system is present according to four 

dimensions. The market size overview, the customer preferences of the market, the comparison 

between the BNPL system and other instalment solutions and finally existing and future 

regulation. Thereafter, I will draw up patterns between these different countries.  

 

Two assumptions will remain the same regardless of the country analyzed. 

Firstly, fintechs present in different markets. Indeed, to date, five main fintech dominate the 

market, therefore any analysis will be based on the results of Affirm, Afterpay, Klarna, PayPal 

and Seezle.  

Secondly the target audience. Indeed, the appeal of this system is globally carried out by the 

same groups of people (Gen Z and millennials) whatever the area.  

 

It is also important to note that for some key countries, the amount of research carried out is 

greater than for others, therefore, the amount and accuracy of information will vary from 

country to country.  

 

3.1.2. Methodology 
 
3.1.2.1. Evaluation grid.  
 
As explained, I have decided to assess the situation in different countries based on four 

dimensions. Market overview, Customer preferences, Comparison with other instalment 

procedures and Regulation’s overview.  

First, there are not plenty of sources about a cross countries comparative valuation grid on 

BNPL solutions, or at least not one that serves the objective of this thesis.   

Worldpay conducted a cross-country analysis via their “Global Payment Report” (2022).  



This British payment service provider specializing in internet payment solutions, has published 

for the seventh consecutive year a report in which they offer an overview of the current online 

payment landscape. The report is based on real-time payment schemas, the overlay services 

offered on real-time payment and on the new payment products. 

They have gathered real-time payment data from payment scheme operators and central banks 

from 60 markets. (FIS/Worldpay, 2022)  

Their analysis method is based on a three-step approach, an overview of the market, an 

assessment of the preferences and the comparison between the various payment method 

available in a given region, which allows them to present the key drivers of each country as 

well as the future expectation.  

Therefore, as my goal throughout this study case is to have a better overview of BNPL in 

countries where it operates, it appears that the three-step approach is relevant for me.  

However, while Worldpay’s report (2022) analyses consumer preferences based on their 

predilection towards a specific method, I have decided to include as well the customer’s 

predilected products for a BNPL purchase.  

 

Secondly, I have consulted the Committees on Payment and Settlement Systems (CPSS) 
10periodical publications (2003) as well as the European Central Bank (ECB) methodology for 

payments system (2013) in order to have a broader view of how public organizations evaluate 

the payment market.  

 

Both organizations have different approaches. While ECB is giving mainly regulatory 

directives to assess payment systems in Europe, CPSS tend to provide an overall situation of 

countries subjected to analysis. Therefore, as the CPSS provides a better analysis of the 

payment market situation, I decided to take into consideration only their model of analysis.  

The CPSS sought to understand how payments work in 14 different countries. For most regions, 

as Worldpay did, they analyzed the market and compared payment methods, but CPSS add a 

huge part about the regulation present in these countries analyzed.  

My analyses will be based on the fourth dimensions (Market overview, Customer preferences, 

Comparison with other instalment procedures and Regulation’s overview) and will be 

completed by current and future regulations in different countries. The fact that both ECB 

(2013) and CPSS (2003) are presenting regulatory criteria to assess the payment market shows 

the importance to incorporate such dimensions to assess the validity and evolution prospect of 

a system. (Dr. P Lowe, 2006)  

 
10 Who operates under the aegis of bank for international settlements (BIS) 



3.1.2.2. Countries selection 
 

I conducted the countries’ selections based on two criteria, the penetration level of BNPL within 

the e-commerce market and the number of studies available.  

First, as my goal is to build the best overview of the different countries where BNPL operates 

and to understand the reason for its success, I naturally turned to the countries where the 

penetration rate of BNPL is the highest. The top three countries are Sweden with an e-

commerce market share of 25%, Germany with a market share of 20% and Norway with 18%. 

(FIS/ Worldpay, 2022)  

In my view, it will be a mistake to have only European companies in my comparative analyses, 

the goal is to assess the reason for the global BNPL growth and not only in European market. 

Therefore, I decided to choose the country with the highest penetration per Regio.  

As a result, I chose the USA (local BNPL e-commerce market share of 4%), the UK (local 

BNPL e-commerce market share of 6%), Australia (local BNPL e-commerce market share of 

11%), Singapore (local BNPL e-commerce market share of 4%) and finally Sweden (local 

BNPL e-commerce market share of 25%). (FIS/ Worldpay, 2022) 

Secondly, to provide information I need to be supplied with reports and analyses. As a result, 

after defining these countries on the basis of their market share, I went to check the number of 

papers done on each country on the BNPL topic. For the first four, the sources available allow 

me to provide relevant analysis of the four dimensions of my evaluation grid.   

Sweden appears to be the leader market in terms of highest penetration per Regio, unfortunately 

there are not enough varied sources to present the Swedish market. In order to analyses de 

Sweden market with appropriate sources I had analyses the Europe market. However, the 

European market is compound by countries11 with different market share scale12, so I had to 

observe the whole market, which will not reflect the real situation of Sweden.  

 

 

 

 

 

 

 

 

 
11 In other Regio, the countries chosen have slightly the same market share as its neighbors  
12 Sweden and Germany with respectively 25 and 20% compared to Poland and Russia with respectively 2 and 1%  



3.2. USA Situation 
 
3.1.1. US market 
 
The evolution of the US e-commerce market is significant. An increase of 10% for year 21 has 

been observed. (M.Lux & B. Epps, 2022) Indeed, consumers of this region have a great affinity 

with such a type of instalment loan. Approximately 56% (PrecedentResearch, 2022) of 

Americans have used a BNPL solution this year, compared to 38% last year. On an upper scale, 

the USA dominate the global market with 30% of the global sales. (PrecedentResearch, 2022) 

Two main reasons can explain this dominance. First, in addition to the natural appeal of these 

customers to such credit services, (GlobalEconomy, 2022) many of the major companies are 

present in this market. (FIS/ Worldpay, 2022) This creates competition and pushes to evolve 

and thus offer more and better. Collaborating with entertainment companies helps also to create 

an increase in this market. (FintechFutures,2022) Indeed, it allows to offer a BNPL service to 

book hotels or airline tickets. (Airport Technology, 2022)  

In the end, all these innovations pushed US consumers to use this system even more and explain 

the strong growth in this market.  

The market share of BNPL in the e-commerce market has risen from 1.6% in 2020 to 3,8% in 

2021. This increase is not likely to stop, as many analysts have estimated that it will reach 9% 

of the market by 2025. (FIS/ Worldpay, 2022)  

 

3.1.2. US Customer Preferences  
 
The US market is one of the largest in the world and several reports have sought to analyze this 

market. The most recent is a study released in 2022 by the ‘Consumer Financial Protection 

Bureau’, here are the main elements highlighted about the consumer’s behavior.  

In 2021, the five top lenders in America 13 provided more than 180 million BNPL loans, for a 

total of $24,4 Billion, this means an average of $135 per BNPL loan. (Table 3.1 in the appendix) 

 

As already discussed in the chapter 2 conclusion (2.7), BNPL lenders enjoy high capital 

velocity by multiplying the loans of a single borrower. Therefore, repetition is one of the key 

factors in the success and growth of BNPL fintech.  

 

 

 
13 Affirm, Afterpay, Klarna, Paypal, Sezzle 



Table 3.2 in the appendix shows the average level at which a borrower uses the product of a 

lender.14 

The last quarter was the highest registered during the last years with a usage rate of 

2.8. 15In addition, the table 3.3 in the appendix highlights the share of BNPL borrowers with 

more than 5 BPNL loans or more than 10 BPNL loans.  

 

As we can observe from the last three graphs, consumers are increasingly attracted to this new 

means of payment, as evidenced by the increase in BNPL loans taken out and the repetition of 

these.  

Finally, table 3.4 in the appendix shows the preferred products for which Americans use the 

BNPL system. As we can observe in USA, the top products this system is used for are, apparel16, 

personal effects17 and mass market18. 

 

3.1.3. US Comparison between BNPL and other option 
 
As illustrated by figure 3.1 bellow, the main players in the US e-commerce market are credit 

and debit cards. This is not a shocking finding, as it has been part of the collective consciousness 

of Americans for many years. (M.Lux & B. Epps, 2022) When we look closely at the data, we 

observe that credit cards (30% in 2021) are much more used than debit cards (21% in 2021). 

This illustrates the tendency of American consumers to favor credit to finance their purchases. 

Consequently, the integration of a system such as BNPL seems natural.  

 

Digital wallets are also very popular in the US (30% in 2021). Due to the user-friendliness of 

the new payment facilities, peoples are more and more attracted by digital wallets, e.g., the 

bank card is no more needed to do a purchase as long as you have your smartphone. (Daly.L, 

The Ascent2021) knowing the fact that our phone has become an extension of our hand, having 

your means of payment on your phone is not surprising. Therefore, it is obvious that for the 

coming years, digital wallets are expected to overtake credit and debit cards to become the 

number one system in the e-commerce market. (L.Daly, The Ascent2021) 

 

 

 

 
14 This is not an aggregation of the total usage of a specific borrower across all BNPL lenders but the view of a unique 
borrower on his frequency to use the product of a unique lender per quarter.  
15 2.8 usage rate means that the average BNPL borrowers use the product of a given lenders 2.8 times in a quarter.  
16 Meaning clothing.  
17 This includes Electronics, Fitness, Game/Hobbies and Jewelries.  
18 This includes Department stores, Wholesale, General goods and General merchandise.  



Figure 3.1: e-commerce overview of the US  

 
(FIS/ Worldpay, 2022) 

 

3.1.4. US Regulations  
 
As explained in chapter 2 (2.6), the risks for consumers are multiple. The lack of a clear 

regulation led many users to fall into a negative debit spiral. Therefore, concerns have arisen 

from State and Federal level in order to bring a clear structure to this means of payment.  

For that purpose, the US Consumer Financial Protection Bureau (CFPB) released in September 

2022 a report gathering information about the current situation of BNPL in the US.  

The report is based on an inquiry, where CFPB orders the top five lenders19 in the market to 

share information about their activities.  

The result of this report showed the effective lack of regulation. Especially, regarding the fact 

that the BNPL system does not involve loans charge or do not imply credit cards. Some major 

US regulations cannot be applicable to BNPL lenders; like Truth in Lending Act (TILA, 1968) 

and Regulation Z (1968).  

 

 

 

 
19 Affirm, Afterpay, Klarna, Paypal, Sezzle 



Nevertheless, other legal guidelines are applicable to this system, such as UDAAPSs (2022), 

EFTA (1978), FCRA (1970), Graham-Leach-Bliley Act (1999). (S.M.Kaplan, C.B.Leach, 

O.Lev, E.T.Mitzenmacher, C.L.Bieker, J.C.Dawson, Mayer Brown, 2022)  

In some state, local government ask for license to lenders to allow them to sell BNPL product. 

(M.Lux & B. Epps, 2022) The further steps of CFPB will be to introduce new guidance and 

rules to make sure BNPL lenders are subjected to equivalent regulation as credit cards firms.  

Therefore, a strong attention to US-BNPL market is expected as those new regulations will 

change its outlook. (CFPB, 2022) The way the market will be impacted is not yet predictable 

as those rules could make the BNPL system less attractive or, in contrary, a better and a safer 

structure could attract more people. 

  

3.2. UK Situation 
 
3.2.1. UK market 
 
Being one of the European financial hubs for many years, the United Kingdom has undoubtedly 

almost every financial product and innovation within their market. For some years now, E-

commerce is in constant evolution in almost every country. (A.Nogoev, R.Yazdanifard, 

B.Samadi, S.Mohseni, 2011) The UK does not break the rules, as the country is provided by a 

wide range of e-products. It is important to notice that the UK has one of the most advanced e-

commerce markets in Europe. (Statista, 2022) The revenue of this e-market is expected to reach 

£ 110 Billion pounds, as well as almost 60 million users in 2022. (Statista, 2022) Among them 

we find obviously the Buy Now, Pay Later system. In the UK, this system has increased 

exponentially for many years and especially since the pandemic. (B. Guttman-Kenney; C. Firth; 

J. Gathergood, 2022) Besides of the BNPL fintechs, major retailers and banks joined the market 

to propose their own BNPL products. As an example, in 2021, the e-commerce giant Amazon 

joined forces with Barclay to create “Instalement”, the BNPL of Amazon available in UK. 

(Amazon, 2021) The medium- and long-term growth of BNPL in the UK is on the right track. 

Indeed, one out of eight people have used BNPL products in 2021, meaning 12% of Britons. 

(UK finance, 2022) The trend will remain relatively optimistic for the coming years. It is 

expected that the adoption of this system will grow with a CAGR of 24% between 2022 and 

2028, reaching a total Gross merchandise value of £ 90 312,8 Million pounds. (Business Wire, 

2022) 

 

 

 

 



3.2.2. UK Customer Preferences 
 
Britons have increasingly raised their interest in this new means of payment. For multiple years 

and for the ones to come. Many providers have seen the potential of UK market and need to be 

part of it.  

The leader of the market is Klarna, with 36% of the BNPL market share. Since 2019 the growth 

of this brand is exponential, we estimate a total user of 194 388 in 2021. (Table 3.5 in appendix) 

(G.R.Johnson, Finder, 2022) 

The second largest provider is Clearpay (which is Afterpay but has been renamed for the UK 

market). The brand has a 25% market share in 2021, which is much higher than the 16% of 

2020. (G.R.Johnson, Finder, 2022) 

The figure 3.2 highlights the most important brand present on the British market.  

 

Figure 3.2 overview of the most used providers in UK 

 

 
(G.R.Johnson, Finder, 2022) 

 

This market creates a first limitation to my first assumption when assessing the situation in 

different countries. As the figure 3.2 shows, the structure of the market itself is interesting. As 

observed, there are many players in the market, nevertheless, the market is mostly dominated 

by Clearpay and Klarna. No research and analyze have been made yet to explain this, but as 

explained in the first part, network effect seems to be the main reason. These two-brand share 

61% of the business. There are indeed, several fintech present in there, the sector is in a 

monopoly situation.  



As these two companies have a strong position in the business, it will be hard to push consumers 

to turn away from Clearpay and Klarna towards new alternatives. Changing on habits is 

difficult, this is true for most people and Britons are no exception. (UK Gov, 2020) 

 

The way in which Britons pay their BNPL purchase relates to one of the problems cited in the 

risk section (2.5.1). Indeed, as the figure 3.3 shows, on an aggregate basis, it is an average of 

21% of users of BNPL that must borrow money to repay their purchase loan. (G.R.Johnson, 

Finder, 2022) In this 21%, it is more than half of the young shoppers who are likely to use an 

additional loan to repay their BNPL purchase. (G.R.Johnson, Finder, 2022) As said in a 

previous section, this accumulation of debt put consumers into a negative spiral, especially, 

given their age, these young consumers are not in a situation of financial stability.  

 

Figure 3.3 payment method used to pay off a BNPL loan in UK  

 
(Finder, 2021) 

 

However, the figure 3.3 illustrates that British consumers are very conscious of their purchasing 

power. Indeed, the decision to purchase via a BNPL product seems to be a conscious one as the 

majority (52%) of consumers use the funds they have in their current account to pay for their 

purchase. (G.R.Johnson, Finder, 2022) 

Finally, I will consider the products prioritized by Britons. (Table 3.6 in Appendix) The main 

source of use of this system is casual wear (33%). (G.R.Johnson, Finder, 2022) 

 Several retailers in UK such as Asos, Boohoo or Shein offer this service on their website.  



As this kind of brand is very popular with young shoppers, it is not a surprise to see them at the 

top of the ranking of BNPL user in the UK. The second and third largest sector are respectively 

eating out (tips to restaurants) and beauty products. (G.R.Johnson, Finder, 2022) 

 

3.2.3. UK Comparison between BNPL and other option  
 
 As explained in the previous section, e-commerce in UK has a huge place. Despite the fact that 

BNPL attract Britain consumer, it does not rank first.  

Indeed, in 2020, BNPL represent 5% of the total e-commerce market (A.Rolfe, Payments 

industry intelligence, 2021), as observed in figure 3.4 below it represent, 12% of the total 

market in 2021. (UK finance, 2022) 

As highlighted by the figure 3.4 bellow, Britons are debit-cards oriented. For many years now 

and for the next 10 years this system will outperform any other. (UK finance, 2022)  A trend 

than can be mostly observed in the UK. According to UK ministry of finance, this dominance 

is explained for two reasons. First, the increasing development of contactless payments has 

favored the massive use of debit cards. Secondly, debit card is the most common method of 

making online purchases, an effect that has been further accentuated during Covid 19.  

This trend is expected to increase due to the continuous growth of contactless payments, the 

growth of e-commerce and the fact that more and more small shops are accepting mainly debit 

cards. (UK finance, 2022) 

Concerning, credit cards, currently it is the third most used method of payment in the UK, and 

it’s expected to growth slowly. The forecasts are not optimistic. Pandemic has had a detrimental 

effect on this system, an effect which has been exacerbated by the current energy crisis. The 

confidence of consumers has been damaged as they have seen the riskiness of the credit cards 

method. (UK finance, 2022) 

One of the fastest growing payment methods will be digital wallets. (FIS/ Worldpay, 2022) As 

they become more and more important in a society that is more digital oriented than the previous 

generations, the increase of this method seems natural and obvious.  

 

 

 

 

 

 

 

 



Figure 3.4 overview of the e-commerce trend in UK: 

 
(UK finance, 2022)  

 

3.2.4. UK Regulations  
 
As in other countries, the recent arrival of the system has not allowed government to promulgate 

clear and precise regulations. This legal vacuum has pushed several fintech to enter the market.  

In the case of UK, the addition of these players does not allow Financial Conduct Authority 

(FCA) to have a control over the actions of all of them. In a study conducted in 2021, this 

organism has raised concerns that can harm consumers. The main areas of concern are 1) 

contract cancellation term, including late payment fees; 2) the firm’s ability to terminate or 

suspend accounts; 3) continuous payment authority terms.  

As in the US, the FCA and UK government will work on a same page to establish a legal 

framework. However, the advantage the British have over Americans is that they have taken 

these actions earlier and are therefore on an earlier stage. Indeed, on 20th June 2022, UK 

government has drawn action plans to regulate BNPL as well as other forms of unsecured short-

term interest free credit.  

The plan outline of the government will follow these 4 dimensions. 1) providers will be required 

to carry out credit checks to ensure that loans are affordable for consumers; 2) the need to ensure 

that any BNPL adds are faire, clear and not misleading; 3) the providers need to be approved 

by the FCA; 4) the fact that consumers will be able to take complaint to the Financial 

Ombudsman Service.  

Given the complexity of the regulating this system in the most optimal way, UK government 

will publish a consultation on draft legislation by the end of the year. Following this, they aim 

to publish a second legislation by mid-2023.  

 



3.3 European Situation  
 
3.3.1. EU Market   
 
The expectation for BNPL market in Europe is high when it comes to analyze its performance. 

According to the Global Newswire research (2022), latest figures of BNPL in Europe, the gross 

merchandise value has reached $ 111046,3 Million in 2021, and it’s still expected to increase 

by 54,7% to reach a total value of $ 171794,2 Million in 2022. The medium- and long-term 

perspective of BNPL looks also strong. Between 2022 and 2028, the adoption of this new 

payment system is expected to increase steadily recording an expected CAGR of 30,8% and 

reach a gross merchandise value of $ 860409,8 Million. (Globe Newswire, 2022)  

If we consider only fintech perspective, the market seems viable and expanding. However, 

unlike in the US and the UK, where some banks are trying to position themselves in the market, 

in most of European countries, banks are missing the wave.  

Flagship, a payment and fintech consultancy partner company has conducted a survey in 2021 

in order to analyze the penetration of banks in BNPL market. The survey was conducted on 5 

major banks (ranked by assets) in 10 leading European market.  

On these 50 banks analyzed, only 2 (4% of the total) offers BNPL products, one of them is 

Santander in Poland. 17 (34% of the total) banks proposed a sort of installment on credit cards, 

via non digital channels. 31 (62% of the total) only propose traditional credit cards. (Table 3.7 

in appendix) (E.Howell, Z.Krulisova, Flagship, 2021) 

 

As a result, the EU market can be even more supplied by new players, and therefore increase 

the utilization in this market. There are multiple advantages for banks to look into BNPL 

market. First, the Swedish giant, Klarna, has set up a physical card in the UK and so obtain the 

status of a bank. By seeing this fintech development leave an open door for other BNPL market 

leaders to follow in its footsteps, the traditional banks will find themselves in a weak position. 

Especially firms such as Revolut, who are also looking to target young people. 

In addition, BNPL have driven a change in the customer preferences as PCM’s digital and Card 

Payment yearbooks 2021-2022 highlight, a decrease in the utilization of credit cards has been 

started since the introduction of this mean of payment, decreasing in the meantime the retails 

bank source of revenue. (Nets, 2022) 

Finally, due to their numerous clients, banks have already a strong database about its client’s 

credit historic, therefore it will be easier for banks than for any other providers to tailor a 

financial plan for potential users.  

 



3.3.2. EU Customer preference  
 
When we look at the proportion of BNPL users among e-commerce the top 10 is dominated by 

8 European countries (Table 3.8 in appendix). (A.Rolfe, Payments industry intelligence, 2021) 

It appears that the appeal of BNPL to European consumers is more pronounced than in other 

regions. This is not surprising given that e-commerce is a booming sector in Europe. (Fedeva, 

2022) Indeed, the interest of European customers is notable, allowing the EU to dominate the 

global market. (Unctad, 2019)  

 

 

3.3.3. EU Comparison between BNPL and other e-commerce option 
 
To compare the BNPL system with other type of methods used across Europe, I will first have 
a per region view and then taking into account the overall European trend.   
 
First, the Nordic countries. E-commerce has a strong presence in these countries. Indeed, the 

average proportion of utilization of e-commerce in those 3 counties is 23%. This trend is 

strongly driven by digital wallet. This payment method represents 21% of the e-commerce 

market. Explained by the development of local brand such as Swish in Sweden, Vipps in 

Norway and Mobilpay in Denmark. The rising interest and development of new types of 

payment will allow digital wallets to further consolidate their dominance in these countries. 

BNPL solutions also have an important position in this region. They occupy the second position 

in the e-commerce market share with 18,5%. Sweden has the highest usage of BNPL in the 

world with almost 25% of market share in e-commerce. (FIS/ Worldpay, 2022) 

In Germany a similar trend is observed. As in the Nordic countries, the digital wallet dominates 

the e-commerce market with almost 29% of the market share. In second position we found the 

BNPL solutions, with almost 20% of the market share. These two methods are extremely 

popular in this country, representing almost half of the online transactions. Regarding the so-

called traditional methods, credit and debit cards represent respectively 13% and 3% of the e-

commerce market. Therefore, they are far from being attractive in this country. (FIS/ Worldpay, 

2022) 

In Italy, Belgium and Turkey another dynamic is present. First, in Italy, the mobile wallets still 

dominate the e-commerce market with almost 34% of the market share, while credit cards are 

in the second place with 24%. Therefore, we can observe that Italians are divided between 

traditional methods and new methods, even if a preference is given to the new ones. The BNPL 

solutions are not of the preferred methods with 4% of the market share. (FIS/ Worldpay, 2022) 

 



In Belgium, the e-commerce leader is totally different. Indeed, it is the traditional methods 

(credit and debit cards) that dominate this market with an aggregate market share of 52%. 

Digital wallets and BNPL solutions come respectively in third and fourth place with a market 

share of 15 and 9 %. (FIS/ Worldpay, 2022) 

Finally, in Turkey, le e-commerce market is dominated by credit cards with a market share of 

57. Other payment methods are marginal. Concerning the new payment methods, digital wallets 

are in the fifth place in et e-commerce market with 6% of the market share. As for BNPL, it is 

not present in significant numbers so that WorldPay have dot included in their 2022 report.  

 

As analyzed trends in e-commerce in. Europe are heading in many directions, however digital 

wallets are very popular. As we can observe on the figure 3.5 mobile wallet dominate the e-

commerce payment method system, followed by credit cards. BNPL system is the 5th most used 

method with 8% of the European e-commerce payment method market.  

The outlook of e-commerce is interesting, especially from the BNPL perspective. Indeed, by 

2025, this payment will catch up with the popularity of debit cards and will directly challenge 

it. The banks will be the first affected by the growth of BNPL in Europe if they still not offer 

such of payment method.  

 

Figure 3.5: Overview of e-commerce in Europe  
 

 
(FIS/ Worldpay, 2022) 

 

 



3.3.4. EU regulation 
Europe has one of the most regulated credit markets in the world. Introduce in 2008, the 

Consumer Credit Directive (CCD) both on EU and local level. These directives had the core 

mission to harmonize the European framework for consumer credit with 2 guidelines, a) 

strength consumer protection which will boost consumer confidence, 2) facilizing the 

emergence of a well-functioning internal in consumer credit. (A. Delivorias, Euro-parliament, 

2021) Nonetheless, even though these European directives are applied to all member countries, 

they are only similar in a limited number of cases. Indeed, everything that concerns licenses, 

players, sanctions, or conditions remains outside the legislative scope. This leaves the door 

open to different interpretation and allows lenders to operate in different countries with different 

rules. (M.De Muynck & J.Van Poelgeest, 2012) 

This is the reason why EU parliament has decided to review the CCD, magnified by the recent 

evolution of the market. Indeed, the development of digitalization financial services, the market 

new trends and of course Covid-19 impact have led EU to revise the CCD by new directives. 

In June 2021, the EU commission have released a report which present concerns about new 

products, such as BNPL. 

For BNPL the main concerns were raised around two dimensions. First regarding the price of 

a credit. The current form of the directive only regulates consumer credit from 200 EUR to 

75000EUR. The main issue is that some BNPL installment are created for a value below than 

2000 EUR and therefore not in the regulation. Second, the clarification of the terms and 

conditions. Many users are not fully aware of the they are subscribing for.  

The CCD II main scope will be to expend the following directives: (Council of European Union, 

2021)  

- Revision of the agreement under 200EUR and up to 100000 EUR.  

- Revision of leading agreements that have an option to purchase goods or services  

- Revision of credit agreement where the credit is granted free of interest and without any 

charge 

- credit agreements under the terms of which the credit has to be repaid within three 
months and only insignificant charges are payable, capturing buy-now pay-later 
(BNPL) products. 

EU parliament has announced they will publish these new regulations by 2024.  

 

 

 



3.4. Australian situation  
 
3.4.1. Australian market 
 
The technology sector has always been fertile in Australia. (Australian Government, 2021) 

Therefore, any new development is welcome in the Australian e-commerce payment market. 

When looking at the payment market, we can see that the use of traditional means of payment 

(cash and cheque) as well as credit cards are decreasing. Indeed, the reserve banks of Australia 

published a report which shows a fall of 2% between March 2021 and March 2022, and even a 

decrease of 9% between 2020 and 2022. 

On the other hand, according to the report of the reserve bank of Australia, digital payment 

methods have seen significant growth in recent years. Reserve bank data has seen an 8% 

increase in the use of digital wallet in 2021.  

The needs for Australian customers for more secure and faster payment methods, as well as the 

rapid technological transition, have driven the adoption of digital payment methods, an effect 

magnified with the effect of covid. This generalized growth of digital payments has obviously 

benefited the BNPL system. Indeed, in 2022 the Australian Finance Industry Association 

(AFIA) have registered more than 5,9 Million active accounts in platforms proposing BNPL 

way of payment Australia for a total value of transaction equal to AUS$ 11,9 Billion. It has 

allowed merchant to register AUS$ 2,13 Billion of net revenue. The medium- and long-term 

perspective of Australian market appears to be flourishing as an average CAGR of 32,4% is 

expected from 2022 to 2028.  

 

3.4.2. Customer preference.  
 
As explained before, Australian have a strong interest in digital payment system, which 

obviously includes BNPL system. According to the AFIA, the total number of users is 5,9 

Million active accounts with an average purchase of AUS$ 151. In addition, 8% of users say 

they prefer to use BNPL system instead of credit cards.  

As explained in the conclusion of the first part, the capital velocity is a key element when 

evaluating the success of this system. The more client uses BNPL services in a single year the 

more effective BNPL market will be. In Australia, the AFIA report illustrated that there is an 

average of 16,6 usage per year. If we assume that the average length of a BNPL installment is 

3 weeks (which is usually the case), this means on average Australia users take on BNPL option 

every 3,5 weeks.  

According to AFIA report, many reasons explain such a success in this market. First, 57% of 

users chose BNPL because it allows to avoid interest costs when they buy products online. 



Secondly, 49% of users believe this payment method allow to feel in control of their spending, 

as it allows to have a view on the repayment timing and support for budgeting and cashflow 

management. 

The AFIA report highlights that when it comes to repay these installments, 48% of users don’t 

have a credit card and therefore chose debit cards or bank account to refund their repayments. 

Nevertheless, as illustrated by the figure 3.6, 22% of users admit they use their credit cards to 

pay their BNPL installments. However, the figure 3.6 shows that out of these 22%, 66% admit 

they are able to repay on time avoiding any late fee charge and 34% have paid at least once late 

fee interest. This is a significant number which, as a matter of urgency, should not be 

underestimated. As explained in the risk section (2.5) the accumulation of late fees and credit 

card charges can put some consumers in a delicate situation.  

 
Figure 3.6 Proportion of credit card usage  

 
(AFIA, 2022) 

 

Finally, the figure 3.7 present the purchase preference of Australian consumers. AFIA noticed 

that the product preferred when using BNPL is Clothing and shoes with 42% of the total use, 

electronic comes in second with an average usage of 29% and thirdly comes household and 

appliances with an average use of 28%.  

 

 

 

 

 

 

 



Figure 3.7 Australian products preferences  

 
(AFIA, 2022) 

 

3.4.3. Comparison between BNPL and other method.  
Figure 3.8 bellow highlights the Australian e-market overview. We clearly observe that it is 

dominated with a market share of 55,13% by debit cards, a common trend as in UK. Digital 

solutions only represent 5% of the market. Nevertheless, as explained in before, analysts have 

noticed a shifting in the consumption habits. Where a decrease in the use of traditional methods 

will be observed at the expense of digital products. (AFIA, 2022) 

 

Figure 3.8 Proportion of payment type chosen  

 
(AFIA, 2022) 

 

 

 



3.4.4. Regulation 
 

In contrast to the other countries, BNPL in Australia is already well regulated. Indeed, there are 

many directives and code of conduct operating to ensure a safe use. This system is regulated 

under the “Australian Securities and Investment Commission act 2001 (“the ASIC act”). 

Providers must also meet requirement in terms of obligations with the oversight from ACC, 

AUSTRAC, OAIC and the courts. (ASIC, 2020) 

In contrast to other market, Australian BNPL market is self-regulated through AFIA’s Buy 

Now Pay Later code of practice (“the Code”), which operates from 1 March 2021.  

Nevertheless, even with such numerous regulations, Australian Government judge there are 

still areas to be improved. The authority rate that there are situations that are disruptive to 

customers. For example, they judge that some lending is unaffordable and leads users to cut on 

essentials to pay BNPL debt. In addition, the Government judge there are excessive fees and 

charge, including default fees. The fact that these BNPL installment are not part of credit 

reporting is something that needs also an improvement.  

In an effort to ensure that these changes benefits both customers and providers, the government 

has formulated three ways in which these regulations can be formulated. All stakeholders are 

invited to consult these options and discuss them with the authorities. On the basis of that the 

government will decide which option to implement.  

 

 

First option will be to strength the BNPL industry code and add an affordability test. 

Second option to limit the BNPL regulation under the credit act, which include license and 

scalable unsuitability test. This option proposes to apply some element of the credit Act to 

BNPL providers.  

Third option, to regulate BNPL under the credit act. This option proposes to consider BNPL as 

any other credit product regulated under credit Act. (Australian Government Treasury, 2022) 

 

3.5 BNPL in Singapore  
 
3.5.1. BNPL market.  
 
For many years now, Singapore and Asia as a whole have been known for its technological 

advances. In general, the e-commerce market in this city-state has a great influence. (Morgan 

Stanley, 2022) In 2021, this sector has a value of US$ 5,9 Billion and it’s expected to reach 

US$ 10 Billion in 2026. This success is due to the high penetration of internet in this market 

with almost 98% and the high use of smartphones with almost 93% of the population. 



(International Trade Administration, 2022) In recent years, they have always had the latest 

innovations in their market. Buy Now, Pay Later is not an exception. Indeed, this product has 

a high growth expectation especially in Singapore. (FIS/ Worldpay, 2022) 

In 2022, this payment system has an expected growth of 37,3% and will reach US$ 1105,2 

million. The medium and long term of this product also appears to be positive, with an expected 

CAGR growth of 19,1% between 2022 and 2028. (Research and Markets, 2022) 

 

3.5.2. Customer preferences  
 

In 2021, Milieu, the consumer research and analytics company has conducted a survey on the 

payment structure in Singapore. Out of 1737 respondent, 19% have claimed they have used at 

least once BNPL system. Out of these 19%, 73% claimed they will use again this service.  

More than the half of the purchase are S$ 100.  

Furthermore, figure 3.9 bellow allow to compare the average basket of a consumer and the 

income of these consumer, we noticed that the more the income is, the more the average 

purchase is high.  

Figure 3.9: Average basket of customer in Singapore given the income 

 
(Milieu, 2021) 

 

Finally, Figure 3.10 highlights the preferred products bought by Singaporeans. With equal 

height, the two preferred products on the market are home furnishings and Electronics with an 

average market share of 48%. The place occupied by electronics is interesting. In fact, some 

suppliers have integrated an offer for the purchase of smartphones via BNPL system.  

 



Given the very pronounced attraction for this type of product by Singaporeans, it is quite normal 

to see this category of product at the top of the ranking. Indeed, a purchase via a BNPL product 

offers an alternative to the one-time purchase or the long-term subscription contracts. (Milieu, 

2021) 

 

Figure 3.10: Product preferences in Singapore when using BNPL system 

 
(Milieu, 2021) 

 

3.5.3. Compared to other products.  
 
As elsewhere, Covid had an impact on the payment mechanism. The general trend is a switch 

to much more digital methods. Given the natural appeal of Singaporeans to technological 

products, this transition has been quite natural. Figure 3.11 shows the payment method 

preferred in Singapore. Digital wallets and peer to peer have benefited the most from this 

pandemic where they have taken almost 10% of the market. (HSBC, 2022) Regarding Buy 

Now, Pay Later, the report of Milieu has noticed an increase from 6% to 9% in the market. 

Even with the loss of momentum of non-digital methods, it is still credit cards that remain in 

first place with 66% of the market share. Nevertheless, in view of the increasingly pronounced 

growth of digital products, this position is not assured. 

 

 

 

 

 

 

 



Figure 3.11: Payment alternatives in Singapore  

 
(Milieu, 2021) 

 

3.5.4. Regulation 
 
In Singapore, the Monetary Authority of Singapore (MAS) was concerned about the dangers 

of over-indebtedness, so they have conducted an investigation to determine how this problem 

was being managed. In its day-to-day use, there are already supplier specific measures that 

prevent debt accumulation, such as credit limits, which vary from supplier to supplier. 

However, in view of the announced strong growth, the MAS intends to introduce new 

guidelines.  

In that perspective, on the 20th of October 2021, MAS with the support of the Singapore Fintech 

Association (SFA) have announced a Code of Conduct, aiming to fight more effectively against 

over-indebtedness (with a maximum usage cap of S$ 2000 at once), as well as to provide ethical 

marketing practices and allow customers to voluntary exclude themselves from BNPL services.  

In its current form, the authority is still in discussion with different stakeholders to design the 

best code possible. Its final form is expected to be released as from end of 2023.  

 

 

 

 

 

 

 

 



3.6. Conclusion 
 
3.6.1. Market overview:  
 
The evolution of e-commerce is growing in all the countries analyzed. This effect had already 

been present for some years but was further exacerbated by the pandemic. (M. Abd Elrhim, 

(2020), H. Chaudhary, (2020) As we have observed though the various countries selected, the 

BNPL market seems to have taken advantage of the situation to grow as well. (B. Guttman-

Kenney; C. Firth; J. Gathergood, 2022). As we can observe on figure 3.12 based on Bloomberg 

analysis (2021), the start of the pandemic shows a drastic increase in sales volume and 

penetration. 

Figure 3.12: BNPL evolution since Covid 

  
(M.Ingram, J.Chariell, Bloomberg, 2021) 

 

Therefore, it appears that several elements explain the growth of the BNPL solutions.  

Firstly, the period of uncertainty created by the corona virus pushed a large number of 

consumers to choose this kind of product. (B. Guttman-Kenney; C. Firth; J. Gathergood, 

2022) As described in chapter two, this system allows for increasing their spending as well as 

decoupling spending and income. (M. Di Maggio; J. Katz and E. Williams, 2022) These 

advantages allow the lowest- and highest- income earners to buy any type of product they 

want as well as to consume more cheaply than other types of credit products. (B. Guttman-

Kenney; C. Firth; J. Gathergood, 2022) Therefore, it is legitimate to wonder whether this 

same behavior is generalized to all uncertain situations or whether it is only verified for the 

corona virus.  

Secondly, E-commerce has experienced significant growth over the past few years. It has 

made selling easier, more personal, and faster. (C.Ferrera, E. Kessedjian, 2019) Moreover, the 

changes initiated by the corona crisis have changed the way we interact. (M.Akat; K.Karatas, 

2020) For almost two years, the norm has been homeworking.(A.Bick; A.Blandin; K.Mertens, 

2021)  



Economically speaking, this distancing implies a change in our habits. (N.Jonker; C.Van der 

Cruijsen; M.Bijlsma; W.Bolt, 2020) Nowadays, when it comes to making purchases, making 

payments or even investing, everything is done remotely. It is therefore logical to expect e-

commerce to grow.  

As observed across the analyzed countries, the growth of e-commerce matches with a growth 

of a similar magnitude in the BNPL market. Therefore, it is expected that if e-commerce 

experiences significant growth in the future years, the same growth will be observed in the 

BNPL market. However, no link has yet been scientifically proven through research. Showing 

once again the theoretical flaw in the BNPL system.  

Lastly, the general trend that emerged from the countries analysis shows a decline in the use 

of traditional financial products to the detriment of innovative products. This shows the 

failure of the so-called traditional methods to meet the payment needs of consumers. It 

appears that digital wallet is a method that will gradually take the place of credit cards for 

online transactions. The drivers of the so-called m-commerce are mainly due to its 

convenience as well as the comfort this method allows. (Shahariari, S, Shahriari, M, 2017) 

People are looking for more confrontable payment methods. (Shahariari, S, Shahriari, M, 

2017) As largely explained in chapter 2, so does the BNPL system. We can therefore expect 

to see this negative relationship between the so-called traditional method and the BNPL 

method. However, again no precise relation has been yet proven. 

 

3.6.2. Customer preferences and comparison with other service 
 
The preferred products when using this system seem to be the same in different geographical 

areas. In Europe, Australia and USA, the system is mostly used to buy clothing and electronic 

products. Such a result is not surprising given that the target audience for this system is young 

people. Indeed, the biggest users of this process are Gen Z and Millennials. (S. Sekhar Pani 

,2022; B. Guttman-Kenney; C. Firth; J. Gathergood, 2022)  

The environment in which they grew up has given them a natural interest in electronics. (J.Chu, 

1997; D.Tapscott, 1999) As far as clothing is concerned, many suppliers have teamed up with 

brand that are popular for this group of customers. (M.Chilingaryan, nogood, 2021) Therefore, 

if they have the possibility to buy their favorite products and feel they are paying less, it is 

natural that clothes are one of the most bought products on the BNPL market. It can be 

concluded that suppliers are aware of their target audience as well as how to reach them.  

In addition, it appears that the fintechs used are almost the same in each area. I have stated in 

the introduction on chapter 3 that the top five providers are present in almost every country, 

and it is the case. Nevertheless, only one or two are occupying a strong position on the market. 



Therefore, this confirms the network effect and pushes for the dominance of one or two firms 

in the market.  

3.6.3 Regulation  
 
Concerning regulations, we can observe a similar situation in most countries. Even if some 

countries have a regulated BNPL market, this increasing market pushes the most government 

to review the rules. The mission being to harden the existing ones, or simply to create a clear 

and precise framework. The main element of concern is the over-indebtness. As mentioned in 

the general introduction, the amount of debt charges to be paid is alarming. In Europe alone, 

it’s about € 13 Billions to be paid this year. (I.Ionescu, The Paypers, 2022)  

Also, some conditions offered by BNPL do not fit into the existing regulations, either for the 

one created directly for BNPL or for the one created to regulate consumer credit. This is also a 

concern for the authorities. Indeed, potential consumers are not protected from these practices. 

This may leave the door open for providers to engage in illegal practices.  

 

  



Chapter 4. Survey of consumer’s attitude towards the Buy Now, Pay 
Later system.  
 
4.1. Introduction and objective of the survey 
 
Chapter 3 presents some interesting elements such as e-commerce and covid impact, as well as 

the current payment method shifting trend. However, as interesting as they are, these elements 

lack a clear link with the BNPL system. It has appeared that the growth of e-commerce is 

followed by growth in BNPL, but there is no research to support these results. It will be 

interesting to analyze consumers’ behavior towards online shopping and to test the link with 

BNPL solutions. Also, some research has shown that uncertainties of covid have pushed to 

overconsume this system, however, is the tendency generalized to any period of uncertainty? 

To verify this, I will test the link between the current uncertainties (inflation and energy crisis) 

with the BNPL solutions. Finally, a negative relationship between the so-called traditional and 

modern methods such as the digital wallet has been observed, is this also the case for the BNPL 

solutions?   

I will also test whether the appeal of a particular product drives the use of this payment system, 

as well as how consumers react to a weakly regulated product.  

 

To meet these purposes, I will now consider the consumers’ point of view. To achieve this task, 

I have carried out a quantitative analysis survey via Google forms, as well as an analysis20 of 

the results obtained.  

 

The questionnaire is composed of four parts with a total of 29 questions. I) the Socio-

demographic dimension of the respondent, II) Economical concerns and attitude of the 

respondent, III) the familiarity with the BNPL system and the perception of the other payment 

solution, IV) the interest and probability towards some practical solution. 

 

This survey aims to test the relationship between these five dimensions. Indeed, I will test the 

current economic concerns towards the attitude on the current payment methods, then I will test 

this attitude towards the interest in some BNPL real solutions and finally, I will test this interest 

towards the probability to use these real solutions. The socio-demographic relations are held 

constant during the test. Therefore, they are considered as control variables and will be 

systematically tested in each case. Figure 4.1 illustrate the model I will test through statistical 

analysis, the blue arrows being the main relationship tested.  

 
20 These analyses are carried out by the program RStudio 



Figure 4.1: The model analyzed through this study 

 

 

 

  

 

 

 

 

 

 

 

 

 

I managed to collect 96 usable answers from various socio-demographic origins. All these 

answers were taken into account and tested. The results of this analysis will be provided in 

section 4.3.  

To construct this analysis explanation, I will first develop the methodology I used to create, 

distribute and analyze the survey. Then I will develop the statistical model obtained and present 

my conclusions.  

 

4.2. Methodology 
 
4.2.1. Question Structure 
 
As explained above, this survey is composed of four categories. I) the Socio-demographic 

dimension of the respondent, II) Economical concerns and attitude of the respondent, III) the 

familiarity with the BNPL system and the perception of the other payment solution, IV) the 

interest and probability towards some practical solution. The structure of the survey is made 

based on a funnel approach; it means that the questionnaire starts with some general questions 

to move towards more precise ones.  
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4.2.2. Questionnaire development 
 
The questionnaire contains a total of 29 questions. The socio-demographic section was built 

based on the research of J.L.Hughes, A.Camden and T.Yangchen (2016) on how to rethink the 

socio-demographic study. I have therefore taken the results from this study and adapted them 

to the needs of my survey.  

The questions on the economic concerns and attitudes are based on the current trends and issues. 

The section about BNPL system familiarity and payment methods perception is based on 

previous findings and is seeking to analyze the attitude towards current payment methods. 

Lastly, the interest and probability to use BNPL solutions are made according to real-life 

products. 

 

Expect for the socio-demographic dimension and some question in dimension III, the main part 

of the questionnaire is based on the Likert scale. I choose a symmetric scale with the position 

of neutral attitude being exactly in between two extremes’ choices. (A.Joshi, S.Kale, S.Chandel, 

D.K.Pal, (2015).  

 

4.2.3. Choice of the respondent 
 

First of all, my sample is composed of English and French speaker, mainly at a young age. 

Then, I have shared this questionnaire with people who are in my contact list. In addition, I also 

sought to reach people I didn’t know, allowing to have a better socio-demographic mix.  

Finally, the questionnaire lasted one month. I launched it on the 31 October until the 30 

November. Regarding the sample size expected from this survey, I expected a minimum of 100 

usable responses. 

 

4.2.4. Sending and follow-up 
 

To share this questionnaire, I have created two versions, one in English and one in French. 

The aim is to allow all respondents to be able to answer in the desired language and therefore 

not be limited by problems of understanding.  

For the people in my contact list, I share the survey via a URL link. The expedition was done 

in four phases, one per week.  

During my studies I had the chance to work for multiple shops. Therefore, to share the survey 

to people not in my contact list, I created a QR code and placed it in these shops.  

Finally, I knew that privacy is primordial in such research, therefore I have made the survey 

anonymous.  



4.2.5. Limits of the methodology 
 

Given the limited means at my disposal to create this survey, certain boundaries are present. 

 

First of all, the multiple-choice questions are not easily assessable by the program used. Indeed, 

it only recognizes numerical values to carry out statistical studies. Therefore, I had to give 

binary values to this kind of question and thus divide the answers into two parts. Therefore, 

some of the information collected by these questions may be missing.  

 

Secondly, the sample selection. I decided to study young people’s attitudes. Given the results 

of the precedent chapters, the target audience of the BNPL system was people aged from 18 to 

30 years old. Therefore, I clustered this analysis on this age group as much as possible. 

Consequently, the number of older people that responded is small, which may lead to a loss of 

information. Indeed, this older generation could provide a different view of the situation.  

 

Lastly, the sample size. The expected sample was a minimum of 100. Nevertheless, I only 

manage to collect 96 responses. The selection of this sample size was not made on a specific 

rule but aimed to collect a sufficiently large number of responses to conduct my analysis. Even 

if the number of collected answers is almost equal to the minimum requested, this number is 

still small and may not provide the best overview.  

 

4.2.6. A quick presentation of the questionnaire.  
 

As described above, the questionnaire consists of 29 questions divided into 4 dimensions. The 

entire questionnaire will be available in table 4.18 in appendix, nevertheless, I will provide a 

quick overview of each part.  

First, the questions about the socio-demographic background are structured around five 

questions respectively covered by gender, age, education, current employment status and living 

situation.  

 

Secondly, the economic concerns dimension has been assessed by seven questions. The main 

goal of these questions was to assess the feelings and attitudes when confronted with an 

uncertain situation. Therefore, I have asked questions about their attitude and vision of the 

Covid 19’s effect, inflation’s effect and energetic crisis effect. I also end up asking if the current 

payment structure fits well with their current economic situation.  

 



Thirdly, the familiarity with the BNPL system and the perception of the payment method 

dimension. First, I explained what the BNPL system was by giving a definition and then 

wondering if this system was known. This definition is based on the various scientific works I 

have presented in chapter 2. To allow a clear comprehension, I preferred not to take entirely a 

definition but to take the parts which served best to explain the system. Then, I asked questions 

about their attitude to BNPL alternatives such as credit and debit cards. I also wonder if the 

respondents were familiar with the use of e-commerce.  

 

Finally, the last part concerns the attitude towards real solutions. These solutions were all found 

on merchant websites. The aim was to find out if consumers were interested in this type of 

solution but also if they were ready to use Buy Now, Pay Later solutions to buy such products.  

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



4.3 Results of the survey 
 
4.3.1. Socio demographic variables  
 

This first line of study focuses on socio-demographic characteristics.  

Figure 4.2 shows the results. Firstly, the sample is composed of almost the same number of 

men and women. Also, as described above, the target audience for this questionnaire was young 

people. As can be seen from the figure, 84% of the respondents are between 21 to 30 years old. 

Furthermore, the sample appears to be highly educated. 89% of the respondents have at least a 

university degree. Also, regarding the level of employment, there are majoritarly employees in 

the private sector.  

In conclusion, it appears that the mean person in this questionnaire is employed, young and 

highly educated.  

Figure 4.2.1 will present the variables’ names as well as a description of this first dimension.  

 

Figure 4.2: The socio demographic attribute of the sample 

 
 

 

 

 

 

 

 

 



 

Figure 4.2.1 Description of Socio-demographic variables 

 

 

4.3.2. Economical concerns and attitude variables 
 

In this second aspect of the survey, I sought to gain insight into the respondents’ attitudes 

towards the current economic constraints. As already discussed in the conclusion of chapter 3, 

one of the elements that promoted the use of BNPL was the period of instability created by the 

Corona virus. Thus, I looked to understand what the impact of Covid was on respondents’ 

consumption, as well as if Covid changed their payment habits. In addition, I wanted to 

understand how the current uncertain situation impacts the behavior.  

Thus, I first sought to find out the respondent’s views about the pandemic’s consequences in 

terms of consumption. Then I looked at two current economic concerns. On the one hand 

inflation and on the other hand the energetic crisis. Finally, I wanted to understand how well 

the actual payment methods are adapted to the needs of consumers. The results are observable 

below in figure 4.3, as well as via some descriptive statistics in table 4.2 in the appendix. Table 

4.1 in the appendix presents the naming of each variable. 



 

Firstly, the impact of covid seems to be noticeable in the sample, however, the changes in 

consumption habits are not very pronounced. It seems that the sample felt the effects on their 

consumption in a negative way, but these effects were not strong enough to push them to adopt 

important changes in their habits. Indeed, most of the respondents have chosen a nuanced 

opinion Concerning the effects of the current economic concerns, the general opinion seems to 

be heading in the same direction. Indeed, most respondents seem to be concerned about 

inflation and the energetic crisis’s impact on their consumption. Also, these events create a 

desire to change consumption habits.  

Figure 4.3: Score of the Seven economical concerns and attitude (1= Low; 5=High) 

 
 

The average profile of respondents tends to show concerns about uncertain events’ effects, such 

as inflation or energetic crisis. Also, responded tend to adopt different purchasing behavior. 

These results provide some clues to the initial interrogations. Indeed, these uncertain periods 

influence the ways consumers evaluate payments.  

 

Given this finding, I will look to what extent socio-demographic elements influence such a 

consideration.   

To do this, I have performed a multiple linear regression using the program Rstudio. The results 

of this regression can be found in table 4.3 in the appendix.  

The impact of socio-demographic dimensions seems to be quite limited. Nevertheless, it 

provides some observation. Indeed, it appears that men and persons aged from 18 to 30 years 

old are less concerned by the effects of Covid and the potential changes brought by this 

pandemic. In addition, people highly educated seem to be more concerned about current 

economic concerns and they are willing to accept a change in their habits.  



To use the information provided by this section in subsequent analyses, I have also sought to 

summarize the seven questions. This can be done in two manners, first, I can simply construct 

a variable (called Eco_Attitude) which corresponds to the average of each individual on the 

seven variables. Secondly, Using the knowledge gained from the LINGE 1222 course, given 

by N.Uyttendaele in 2020, I can perform a Principal Components Analysis (PCA)21. To get a 

more complete picture, I decided to use both methods. Table 4.4 in the appendix presents the 

results obtained by the PCA, provided with a technical note on the calculation made.22 It seems 

that three factors explain the seven variables. Factor 1 corresponds to the variable ENERG1; 

Factor 2 corresponds to the variable COVID2; Factor 3 corresponds to the variable BUY. 

Therefore, I will call these factors as follows; FACTOR1ENEG, FACTOR2COVID and 

FACTOR3BUY. These three factors explain 71,34% of the seven variables.  

 

4.3.3. Familiarity of BNPL system and the perception of the credit and consumer credit 
 

In this third dimension, I wanted to find out how consumers behave when faced with current 

payment methods, as well as their attraction to online sales. Table 4.5 in the appendix will 

present the naming of the variables and table 4.6 will present additional descriptive statistics.  

In the first step, I tried to understand the awareness of the sample towards the BNPL system. 

Therefore, I have defined the system via the numerous scientific sources found in Chapter 2. 

Figure 4.4 below shows the results of this first question.  

This payment method seems to be relatively new and unknown to most of the respondents. The 

average score of 1,92/5 (table 4.6 in the appendix) confirms this result.  

 

The following ten questions deal in detail with the attitude and opinion towards the available 

payment methods, as well as the attraction toward online purchases. Some of the questions have 

been directly inspired by the theoretical and practical analysis made respectively in Chapter 2 

and Chapter 3. Figure 4.5 below shows the results.  

 

 

 

 

 

 

 
21 PCA is a multivariate data analysis method that allows the study of multidimensional data (of P dimension) 
projected onto quantitative variables (of M dimensions, where M<P)  
22 I will use a similar method to analyze any further PCA.  



Figure 4.4: Score of the awareness about the BNPL system. (1=Low; 5=High) 

 
 

Firstly, the most striking finding is that the sample prefers the use of debit cards. Also, the 

frequency at which they use debit is much higher than the use of credit cards. Also, respondents 

seem to be divided regarding the frequency of online shopping, whit most having average 

behavior.  

Figure 4.5: Score of the Familiarity of BNPL system and the perception of the credit and 

consumer credit dimension (1=Low; 5=High) 

 
 

Furthermore, via figure 4.6, it appears that the respondents prefer to use the BNPL system to 

purchase electronic products as well as clothes. In addition, it seems that the sample also tends 

to choose entertainment products if they must use BNPL solutions.   

  

 

 



Figure 4.6: Preferred product if the sample must use the BNPL system 

 
 

Finally, when asked for which reason the sample will use this payment method, it seems that 

for the majority, the conveniency offered by the instalment and the zero interest fees are the 

main drivers. Concerning, the reluctance towards the method, it appears consumer credit do not 

motivate the sample to use BNPL solutions.  

Figure 4.7: Reason to use or not to use the BNPL system 

 
 

The results in section 4.3.2. have illustrated that economic concerns lead to reconsider the usage 

of payment methods. To investigate this relation, I have carried out a linear regression taking 

into account the link between these eleven questions and the economic concerns.  

Previously, I had used two methods to summarize the information contained in the economic 

concerns variables, therefore I will perform two linear regressions, one per method.  

 

First, regarding the regression via the average of each individual (called Eco_Attitude), it 

appears that the economic considerations are not strongly correlated with the attitude towards 

payment methods. Only certain social factors such as current employment status, age or 

education level explain this. The results are available in table 4.7 in the appendix.  

 

 

 



However, the regression via Principal Components Analysis presents more interesting results. 

Indeed, it appears that uncertain events have an impact on payment decisions, but the 

direction of these are not on the same page.  

First, it appears that the more the effects of the energy crisis are felt, the more consumers will 

tend to abandon credit cards. However, the more the effects of the corona virus have pushed a 

change in payment habits, the more the use of credit cards has been important. Showing 

therefore that uncertain event does impact payment habits but not in the same way.  

 

This regression also leads to interesting findings about the payment-shifting trend. Indeed, the 

variable BNPL_CR is positively correlated with the variable FACTOR2COVID. This means 

that the more consumers have been encouraged to change their payment habits because of the 

covid, the more a tendency to deviate from traditional payment methods appears. In addition, 

the FACTOR1BUY being negative to the factor BNPL_CR, indicate that the more a 

consumer feels uncomfortable with the current means of payment, the more he will need to 

deviate from traditional payment methods. The results are available in table 4.8 in the 

appendix.  

 

Additionally, I have tried to summarize the information provided by the eleven variables to 

use it in a subsequent section. I have therefore used the same methods as before. I have 

constructed a variable called BNPL_Attitude which corresponds to the average of each 

individual on the eleven variables. Then I performed a PCA. The results indicate that three 

factors explain the eleven variables. Factor 1 corresponds to the variable CRD2; Factor 2 

corresponds to the variable BNPL_CR; Factor 3 corresponds to the variable BNPL_P1. 

Therefore, I will call these factors as follows; FACTOR1CRD, FACTOR2BNPL_CR, 

FACTOR3BNPL_P1. These three factors explain 54,75% of the seven variables. Details of 

the results as well as a technical note are available in table 4.9 in the appendix.  

  

4.3.4 Three case studies 
 
In this last part, I think it is important to analyze the behavior of the sample when faced with 

real-life cases. Indeed, asking the opinion of consumers on concrete products would allow 

identifying the trends concerning BNPL solutions.  

 

 

 



The first case focuses on the purchase of sports equipment. The company BuyBestGear offers 

to purchase several bikes and scooters produced with reliable materials.  

I chose an electric bike. It is particularly fashionable at the moment, and I thought this 

popularity might be a reason enough to attract naturally interest from the sample.  

As you can see in table 4.10 in the appendix, the supplier offers different payment methods, 

including Klarna. To have a clearer view of the payment process I first had to create a Klarna 

account and then purchase the bike. This is why, I have applied the most common payment 

process, i.e., payment of an equal amount, without interest for a period of three to four weeks.  

 

The second case focuses on the clothing shop Kenzo. This French luxury brand offers high-

quality products. This brand has partnered with Klarna to offer different types of payment. In 

Belgium, they offer the Klarna Pay Later service, which means that the buyer can pay for a 

product within 30 days. To ensure consistency between the cases, I have decided to propose 

the same type of payment. Therefore, for the study case context, I will assume that Kenzo also 

offers the Klarna Pay Overtime service in Belgium. Therefore, consumers can buy this luxury 

product by dividing the payment between equal amounts for a period of three to four weeks 

and without interest. Table 4.11 in the appendix presents this study case.  

 

Finally, the last study case will concern the electronics and household appliance seller, Krëfel. 

This brand has been popular in Belgium for many years. They have decided to partner with 

fintech Klarna to offer an alternative payment option. Just like Kenzo, in Belgium, they only 

offer payment within 30 days. For the sake of consistency, I will also assume that they offer a 

payment divided into equal amounts for a period of three to four weeks without interest. 

Table 4.12 in the appendix presents this study case.  

 

Figure 34 below presents the interest of the sample as well as the probability to use such 

products. Table 4.13 in the appendix presents some descriptive statistics of these questions.  

 

As can be seen in Figure 4.8, all three concepts seem to be catchy. It can be assumed that the 

BNPL concept seems to interest the sample. It is also interesting that there is a greater interest 

in expensive products such as electric bicycles or electrotonic products.  

Nevertheless, the probability of using the BNPL service seems to be lower. Only the case of 

electronics encourages consumers to use this method. 

 

 



Figure 4.8: Interest and probability to use some study case (1=Low; 5=High) 

 
 

Now, I will wonder to what extent economic concerns as well as the choice in payment method 

make consumers interested in the BNPL system. Previously, I had used two methods to 

summarize the information contained in the payment method variables, therefore I will perform 

two linear regressions, one per method.  

  

The regression via the average of each individual (called Eco_Attitude and BNPL_Attitude) 

gave a quite straightforward indication. Indeed, it appears that attitudes towards payment 

methods is the only correlated factor with the interest toward practical solutions. Therefore, 

based on this analysis, we can pledge that economic concerns do not influence interest at all, 

either directly or through a link with the attitude toward the payment methods. In addition, the 

Socio-demographic dimension does not seem to have a bigger role. The results are available in 

table 4.14 in the appendix.  

 

Here again, the regression via Principal Components Analysis provides much more insight. 

Indeed, the shifting trend towards BNPL solutions is confirmed. Indeed, it appears that the 

variable FACTOR2BNPL_CR is positively correlated with the interest variables. This shows 



that consumers’ tendency to drop traditional methods has an impact on their interest towards 

modern methods, such as BNPL.  

In addition, FCATOR2COVID is positively correlated with the interest variables. This 

indicates that the more the effects of covid have led to a change, the more consumers will adopt 

this system. Thus, confirming the impact of uncertain periods with regard to the BNPL method. 

However, the variable FACTOR1ENERG does not seems to be linked with one of the interest 

variables. Therefore, it is not possible to ascertain whether other uncertain periods than the 

pandemic have a real impact on the BNPL system.  

Finally, FACTOR1CRD seems to explain the behavioral link of the consumer. Indeed, since it 

is positively associated with interest variables, it is assumed that the more an individual is 

comfortable with using a credit card, the more interested he will be in this new payment method 

and possibly use it instead of credit cards. The results are available in table 4.15 in the appendix.  

  

Finally, I turned my attention to the probability that the sample will buy such a product. 

Previously, I had used two methods to summarize the information contained in the payment 

method variables, therefore I will perform two linear regressions, one per method.  

 

The regression via the average of each individual (called Eco_Attitude and BNPL_Attitude) 

provided some predictable elements. Indeed, it seems logical that the interest in one of the 

products proposed is the main driver explaining the probability of buying this product. The 

marginal effect of an additional one-unit score on the interest scale always translates into an 

increase of less than one-unit score in the probability of buying the product, therefore it is not 

a perfect relationship23. However, it does help to explain the reason for using a BNPL solution. 

Nevertheless, other results are relatively surprising. Indeed, it appears that economic concerns 

are related to the likelihood of buying these products but are not related to the interest in these 

products. It is surprising to think that a person, given a certain economic concern, will want to 

buy a product without being interested in it. However, we can look at this situation from a 

different perspective and see that such a person may not be interested in the proposed items but 

interested in the payment method itself. Table 4.16 in the appendix presents the results.  

 

Secondly, the regression via Principal Components Analysis confirms the analysis carried out 

with the first method. It appears that the interest variables explain the probability of using this 

system.  

 

 
23 A perfect relationship appears when the coefficient is equal to one 



This regression also confirms that certain economic concerns variables, as well as certain 

variables about the attitude towards payment method, explain the probability of using this 

system. As can be seen in Table 4.17 in the appendix, the variable FACTOR2BNPL_CR is 

correlated. This implies that the tendency to move away from traditional methods reflects on 

the probability to use the BNPL solutions.  

Also, it appears that the variable FACTOR2COVID is correlated with the likelihood of using 

this method. This means that the corona period has indeed an effect on the choice toward this 

payment procedure. In addition, the variable FCATOR1ENERG is also correlated with the 

probability of using the BNPL solutions. Even if it was not initially related to the interest 

towards the solutions proposed, it can therefore be assumed that uncertain circumstances tend 

to explain the choice toward this type of payment.  

 

 

 

 

 

4.4. Conclusions 
 

The objective of this section was to have a better overview of consumer behavior towards this 

new payment method. Out of the 96 responses collected, some elements have been lit up by the 

statistical analysis conducted.  

 

First, throughout the seven questions about the attitude towards economic concerns, it appears 

that the sample takes an interest in his behavior faced to uncertain situations. Even more, the 

respondents have the will to adopt different purchasing behavior in such events. Nevertheless, 

these impacts occur in opposite ways. Indeed, it appears that the more the effects of the energy 

crisis are felt, the more consumers will tend to abandon credit cards. However, the more the 

effects of the corona virus have pushed a change in payment habits, the more the use of credit 

cards has been important. It can be assumed that each of these periods prompts the consumer 

to question himself, but the choices made subsequently are not the same. Therefore, it cannot 

be assumed that each uncertain period will have the same effect on consumption and payment 

choices. Nevertheless, no matter the uncertain situation or its direction, it appears that the effect 

on BNPL is real.  

 

 



On the other hand, the shifting trend towards modern payment methods is confirmed. In fact, it 

appears that the effects of the uncertain period have led consumers to move towards new 

payment procedures, and thus to delay so-called traditional methods. The conclusion in chapter 

three indicated that this negative relationship has been observed for products like mobile 

wallets, this statistical analysis confirms this tendency for BNPL products as well.  

 

Finally, it appears that consumers have an interest in using this system, but this interest depends 

on the products offered. Indeed, as seen via the last two regressions, the economic concerns 

variables are correlated with the probability of buying one of the proposed practical solutions, 

but not correlated with the interest towards these products. Therefore, it can be argued that 

economic stress situations do cause consumers to turn towards this system, but this interest is 

only true for very specific products.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Chapter 5. Conclusion 
 
This thesis aimed to understand what the main drivers of the BNPL growth are despite the 

criticisms that can be heard in much research.  

This questioning led me to explore several papers, all dealing with different aspects of the 

system. Through these, I was able to discover some of the reasons behind de growth of the 

system. In particular, M. Di Maggio; J. Katz and E. Williams (2022) have shown that consumers 

use BNPL products to increase their spending as well as to decouple spending and income. 

Moreover, as already described several times, and just like any other payment method, BNPL 

solutions have also taken advantage of the network effect to grow. (C. Fisher; C. Hollander; T. 

West, 2021).  

However, these researches were mainly descriptive and were mainly focused on a particular 

country. The analysis of the BNPL solutions is still at an early stage. There is not yet any global 

research nor any concrete theory about the development of the system. It results that the 

information being scattered all over the place it becomes difficult to judge the functioning of 

the system. 

 

In order to have a clearer view of the development reasons of this payment method, as well as 

to understand the underlying effects. I focused on case analysis. By case analysis I mean the 

assessment of the current situation in certain countries. Then I created an evaluation grid based 

on four criteria and selected five countries, one per geographical area. The aim was to identify 

certain recurrent characteristics that demonstrated the attributes of the growth as well as the 

common behavior tendencies. The results of this analysis were quite interesting. They are 

articulated around three axes. Firstly, it is clear from the different countries analyzed that there 

is significant growth in e-commerce, which has apparently been reflected in the BNPL market. 

Indeed, the growth of e-commerce matches with a growth of a similar magnitude in the BNPL 

market. Therefore, it is expected that if e-commerce experiences significant growth in the future 

years, the same growth will be observed in the BNPL market. However, no link has yet been 

scientifically proven through research.  

 

In addition, according to the research of M. Abd Elrhim (2020) and H. Chaudhary (2020), it 

appears that the catalyst for e-commerce growth was the corona virus crisis, explained by the 

uncertainties present at that moment. As illustrated by B. Guttman-Kenney, C. Firth and J. 

Gathergood (2022) the pandemic had also a positive impact on the BNPL market. Nonetheless, 

one could wonder if such impact is only explained by the effect of corona virus or if any other 

uncertain situation can explain the attraction towards the BNPL system. 



 In addition, the situation in each country shows a tendency to move away from traditional 

payment methods, such as credit and debit cards towards more innovative methods, such as 

digital wallets. Nevertheless, nothing proves that this negative relation is verified, especially 

for BNPL.   

 

Secondly, the preferences of the consumers in the analyzed areas show the important presence 

of the fintech Klarna. This confirms the network theory introduced above. Indeed, Klarna is a 

particularly active fintech on the market. It has many partnerships as well as the largest number 

of consumers with almost 45 million people.  

This second axis also demonstrates that the usage of BNPL solutions is specifically targeted 

towards some products, such as electronic products or clothing products.  

 

This last axis gave insights about the regulations. As explained above, the system is relatively 

new. Even though a legal basis exists, the authorities have not yet had the time to put in place 

a clear and precise regulation. As a result, many fintech has taken advantage of the legal vacuum 

to offer their products. This type of freedom has allowed the BNPL providers to enjoy a 

consequence privilege. However, the situation is not going to last. In fact, all the governments 

are taking the legal shortcomings very seriously and have undertaken vast legislative changes 

in order to force the BNPL product to be controlled by the same rules as other consumer credit 

products.  

 

Since I draw the general trend, it appears that some consideration needs further explanation. 

For example, the shifting toward new payment as well as the effect of uncertain periods is 

analyzed descriptively but not in a scientific way.  

This led me to build in November 2022 a survey to capture consumer behavior and then perform 

a statistical analysis. The results tend to confirm some assumptions, but other have not been 

verified.  

 

Firstly, it appears that the pandemic had effectively an impact on the perception of this means 

of payment, and more broadly on consumer credit. Indeed, it has appeared that the more the 

effects of Covid have been felt and have led to a change in payment habits, the greater the need 

to use BNPL solutions and to increase the frequency of credit cards will be. More broadly, it 

appears that economic concerns drive consumers to question their payment and consumption 

habits, however the subsequent choices occur in opposite ways.  



Therefore, it cannot be assumed that each uncertain period will have the same effect on 

consumption and payment choices. Nevertheless, no matter the uncertain situation or its 

direction, it appears that the effect on BNPL is real.  

 

Secondly, the tendency to subscribe to modern methods instead of traditional ones is also 

verified. In chapter 3, a negative relationship emerged between the so-called traditional and 

new methods, such as mobile wallets or BNPL. However, here again, the observations were 

descriptive, especially for the BNPL system. The statistical analysis carried out illustrated that 

there is indeed a link between this shifting trend and the attractiveness towards BNPL solutions.  

 

Finally, this research has shown that the interest of consumers in this system is also partly 

motivated by the proposed products. Indeed, the economic concerns variables are correlated 

with the probability of buying one of the proposed practical solutions but not correlated with 

the interest towards these products. Therefore, it can be argued that economic stress situations 

do cause consumers to turn to this system, but this interest is only true for very specific products.  

 

For any further research, I would recommend developing more the theoretical basis via a 

practical approach. More specifically, I would encourage drawing up clearer and more solid 

guidelines based on broader cases, this could give a better basis for practical analysis.  

Also, I recommend no to rely only on economic factors to explain the effects on payment 

methods. Indeed, as seen via the survey, the current economic problems push to reflection, this 

kind of questioning is surely not only due to economic factors but also to social factors.  

Thirdly, in my view, the survey’s questions may not capture all the considerations lighted up 

in chapter 3. Indeed, the statistical analysis was unable to determine the concrete effect of e-

commerce on the use of the BNPL solution. In fact, it is clear that e-commerce is driving a rise 

in the BNPL market. Indeed, how can a product grow if the market in which it is not growing? 

However, the e-commerce market is made up of several players, it is therefore interesting to 

judge the place of BNPL in this business and to look in what proportion the growth of e-

commerce influences the growth of the BNPL market.  

 

I hope this thesis, although explanatory, provides a good theoretical and practical basis for the 

Buy Now, Pay Later system. Indeed, even if it has some limitations, I think it offers good 

insights into the topic and leaves the door open for further analysis.  
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Table 4.4 Principal component analysis made on economic concerns variables 
 
 

 

*	An eigenvalue explains how much variance of the total variance a given factor accounts for. For example, the 
first factor has an eigenvalue equal to 2.33. This means this factor covers the information of 2.10 variables. 
Given this score each eigen value account for a certain proportion of the total variance. For this first factors the 
proportion will be 33,31%. According to the Kaiser criterion, an eigenvalue must be above 1 to be accepted as 
explanatory. (Mooi et al., 2018) In this case I have chosen the first 3 dimensions.  

 

 
*K.M.O (Mayer-Olkin criterion) This criterion measures the adequacy of each variable in the model and look if 
they suit for a factor analysis. On other word, this test the proportion of variance among variables which may 
have a common variance. To be acceptable, the score should be at least above 0.5 for each variable.(Mooi et al., 
2018) The dimensions (or factor) hereafter determines which variable represent the most a given dimension. 
(N.Uyttendaele in 2020) This will allow to associate a dimension(factor) with a variable according to their 
proportion to share a common variance. In this case we can associate the dimension 1 (factor1) with the highest 
score, ENERG1.  
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Table 4.9 Principal component analysis made on the attitude towards payment methods 

variables 
 

 
 



 
*As explained previously, The K.M.O criterion require a score above 0.5 for each variable. As we can observe, 
five variables are below the limit. Therefore, I need to remove these variables and re-assess the PCA calculation.  

 
 



 
*Here again, the K.M.O criterion for one variable is below the limit. I must therefore re-assess a third time the 
PCA calculation.  
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