International Journal of Scientific Research and Engineering Development-— Volume X Issue X, Year

Available at www.ijsred.com

The Effect of Buy Now, Pay Later (BNPL) on

Consumer Spending Habits

Merrin Conceicao
Department of Commerce (PG), Kristu Jayanti College, Bangalore
Email: 24mcfal8@kristujayanti.com

_kkkkkhhkkhkhkhhkkhhkhhkhhirhix

Abstract:

In recent years, consumer purchasing behavior has been greatly affected by the proliferation of Buy
Now, Pay Later (BNPL) options. This research uses secondary data sources to explore the changes in
expenditure patterns due to BNPL. It also focuses on consumer budgeting behavior, financial risks, and the
unplanned buy trends. The results of our work suggest that BNPL makes borrowing more available, but it
also presents concerns regarding financial literacy and debt accumulation. The BNPL finding highlights
the significant need for consumer education and government initiatives to ensure responsible usage of
BNPL solutions.
Using a quantitative approach, this research analyzes the impact of BNPL on consumer spending patterns,
drawing upon secondary data obtained from academic articles, financial statements, and consumer
behavior studies. Descriptive statistical methods are used to find the spending patterns of BNPL
customers. Comparative analysis is performed to evaluate the differences in BNPL utility across
demographic sections. Regression analysis is conducted to evaluate the link between BNPL adoption and
financial distress metrics such as the past-due payments and the debt buildup. It also provides a content
analysis of regulatory legislation in different countries to assess the effectiveness of current approaches to
mitigate risks stemming from BNPL.
One of the statistical tests used in this study is regression analysis to determine whether the use of BNPL
is related to or held risks such as overdue payments and debt. For example, categorical variables such as
consumer demographics and rates of BNPL adoption are analyzed by means of chi-square testing.
Descriptive statistics (mean and standard deviation) compile spending trends for BNPL users. Trend
analysis is also carried out to see how BNPL usage has evolved through time and how it corresponds to
economic factors such as household income levels and inflation. It employs content analysis to trace
regulatory action across jurisdictions to identify patterns and best practices in BNPL governance.
BNPL users also engage in more impulsive buying and financial risk-taking than users of traditional
credits, the findings show. Among the conclusions of the study are recommendations for lawmakers on
more effectively educating consumers about responsible use of BNPL, improving transparency in BNPL
language and developing regulations to limit the financial risks linked to BNPL services. Future research
needs to determine the long-term effects of BNPL on credit scores and financial stability.

Keywords — Buy now Pay later (BNPL), Consumer spending, Financial behaviour, Debt management,
Payment flexibility, Impulse buying, Credit risk, E-Commerce financing.
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I. INTRODUCTION

Over the last few years, digital financial services
have revolutionized the way consumers shop, and
Buy Now, Pay Later (BNPL) has emerged as a
popular alternative to traditional credit products.
BNPL provides a great solution for anyone who
wants to have great freedom of fees on managing
their spending as it allows customers to profoundly
break down their enclaves into installations which
are often interest free. Increased usage of BNPL

services — particularly by younger
demographics— has transformed retail
marketplaces and consumer buying patterns

worldwide. Retailers and e-commerce platforms
have embraced BNPL options to drive sales and, as
a result, customers' views on affordability and
financial planning have transformed.

While BNPL offers a convenient and affordable
way to pay for purchases, it has also raised
concerns around overspending, fiscal responsibility,
and regulatory oversight. While you come across
Buy Now Pay Later (BNPL) offerings everywhere,
they could be dangerous for vulnerable consumers
who don’t have money to pay their loans off on
time, since, unlike traditional credit systems, they
do not always require thorough credit checks.
Convenience of easy payments has, however, led to
increased consumer debt levels and financial stress
as many users are unable to keep track of making
multiple installment payments. Therefore, as BNPL
continues to materialize, it is essential to examine
its impact on consumer spending habits and
financial health to determine whether BNPL
functions as a financial instrument or a pathway to
insurmountable debt.

A. Background of the Study

The growth of buy now pay later (BNPL) services
has transformed global consumer buying patterns.
With BNPL (Buy Now Pay Later), customers can
buy now and pay later, often in installments and
with very little (or no) interest. Due to its ease of
use, scalability, and ability to provide instant
spendable cash, this funding model has grown in
popularity. Companies such as PayPal, Affirm,
Klarna and After Pay have led the change, known
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as BNPL (Buy Now, Pay Later), that has changed
how customers interact with online purchasing sites
and their own finances.

The growth of e-commerce and digitization of
payment systems have transformed BNPL into the
preferred replacement for traditional credit. But
concerns about the buildup of consumer debt,
overspending and inadequate financial literacy have
raised questions about the long-term implications of
the trend. This study investigates some of the
implications of BNPL for consumer spending
patterns, assess financial health and economic
trends.

B. Problem Statement

BNPL is a relatively new financing option that
provides short-term payment solutions with low
entry barriers; therefore, these BNPL financing
methods have significantly shifted consumer
purchasing behaviour, since they can be applied
with little effort across various Shoppers and both
online and offline stores. While BNPL is affordable
and convenient, there are concerns it could
encourage impulsive spending, debt accumulation,
and poor budgeting. Many customers have an
incomplete understanding of the repayment plans,
which leads to missed payments, late fines and a
decrease in their credit score. Moreover,
responsible lending and consumer protection issues
arise from there also being regional differences in
the legal arrangements for BNPL providers.
However, secondary data sources will be utilized,
attempting to explore the impact of BNPL on
consumer purchasing habits and financial well-
being while highlighting both the potential risks and
benefits associated with these services.

BNPL has gained in popularity over recent years,
notably among younger consumers seeking flexible
payment solutions. Due to its availability, lack of
stringent credit checks, and interest-free payment
plans, BNPL is an attractive alternative to
traditional credit card providers. But, while BNPL
accessibility is a good thing, it does have risks
because, if a customer doesn't grip the financial
pressure of multiple BNPL purchases, it can create
a huge amount of debt. In addition, since BNPL
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providers often exist outside traditional banking
regulations, varying levels of customer protection
are available on different platforms. This could
jeopardize consumers’ financial stability as it brings
into question the clarity surrounding fees, penalties
and how defaults are reported.

Moreover, BNPL highly influences consumer
buying behavior. Deferred payments have a
psychological impact that can lead individuals to
overvalue their purchasing power and spend beyond
their means. BNPL is aggressively marketed by
retailers and e-commerce sites as a way to boost
sales, sometimes encouraging  unnecessary
purchases. Some customers benefit from BNPL by
effectively tracking their spending, while others
have volatile finances due to an excessive
dependency on deferred payments. To assess and
address these concerns, this research will test how
BNPL impacts consumers spending behaviour
financially, how it eventually gives rise to financial
stress, and how financial literacy and regulatory
oversight is required to ensure the proper use of
achieved through the insurance of these sérieses.

C. Research Obijectives

1. Analyze the impact of BNPL on consumer
purchasing patterns.
2. Examine  whether

BNPL  promotes

impulsive buying and excessive expenditure.

3. Assess the monetary risks related to BNPL
services.

4. Evaluate how BNPL affects consumer debt
management and budgeting.

5. Examine the legal structures that oversee
BNPL services in various nations.

D. Research Questions

1. Does BNPL promote consumers' impulsive
purchases?

2. What effects does BNPL have on budgeting
and financial planning?

3. What monetary risks are connected to
BNPL services?

4. How is BNPL used by various demographic
groups?
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5. What laws are in place to keep an eye on
BNPL services?

E. Significance of the Study

This study can benefit consumers, financial
institutions, legislators, e-commerce platforms. By
gaining a better understanding of the impact of
BNPL on spending patterns, stakeholders can make
better decisions around consumer protection laws,
credit rules, and financial literacy initiatives. It also
stresses the need to use BNPLs responsibly, in
order disperse debt building and financial misery.

. LITERATURE REVIEW

As Buy Now, Pay Later (BNPL) disparity has a
bigger effect on consumer purchasing behaviour, so
are several studies analysing their implications.
Access to BNPL is associated, according to a
Harvard Business School study, with effects more
far-reaching than conventional substitution models
would imply, including higher levels of total
spending and a bigger retail share of consumer
expenditure. Likewise, BNPL installment payments
loosen the perception of fiscal constraints, which
causes spending to rise, especially for consumers
who were former credit card users and who were
making smaller purchases, research in the Journal
of Marketing states.

There was also much discussed around how BNPL
is changing merchant dynamics. According to a
study by the Federal Reserve Bank of Richmond,
merchants are willing to pay more for BNPL
services because of benefits such as higher average
ticket sizes and improved retail conversion rates.
Moreover, research from the Harvard Business
Review shows that the addition of BNPL options
increases purchase likelihood and basket sizes
hover about 10% larger.

But the rapid adoption of BNPL has raised
concerns around regulatory oversight and financial
stability. BNPL schemes are much more
widespread among young adults with significant
debt and low credit scores, according to a cross-
country analysis by the Bank for International
Settlements, which leads to higher default rates
than standard loans. This highlights the importance
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of solid regulatory frameworks and greater
consumer education to mitigate the potential
financial risks associated with BNPL services.

I11.  RESEARCH METHODOLOGY

A. Research Design

The study adopts a secondary data analysis
approach, drawing on existing studies, research
papers, and industry insights to explore the
relationship between BNPL and customer behavior.

B. Data Sources

e Academic journals on behaviours of
consumers with money.

e Industry reports from financial services and
BNPL providers..

e Reports from governments and regulators
related to credit policies.

« Atrticles and use cases about BNPL trends.

C. Data Analysis Approach

The research analyzes previous studies to discover
trends in consumer behavior, financial dangers and
the use of BNPL. Cross sectional analysis is
performed to assess differences by demographics
and economic status.

IV. DATAANALYSIS AND FINDINGS

A. Introduction

This paper offers secondary data analysis in order
to investigate the impact of Buy Now, Pay Later
(BNPL) services on customer buying behavior.
Conclusion are based on financial reports,
scholarly studies, and regulatory documents.
Statistical approaches such regression analysis, chi-
square testing, and trend analysis are employed to
explore consumption trends and financial risks
related to BNPL spending.
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1. BNPL Adoption Trends

Thanks to easy accessibility, evolving consumer
expectations, and technological advancements, Buy
Now Pay Later (BNPL) services have gained
freemason proliferation the world over. The
emergence and mass adoption of digital payments,
interest-free instalment plans, and cashless
transactions is leading to increased use of BNPL in
the country. Research indicates that younger buyers,
especially those ages 18 to 35, are much more
likely to use BNPLs, as they are more open to
flexible financing options.

Countries with the highest BNPL adoption rates
share strong digital payment infrastructure, such as
the US, UK, and Australia. In the United States
alone, 60% of millennials have had at least one
BNPL transaction, while BNPL transactions grew
in Australia by 90% between 2020 and 2022. But as
BNPL transactions continue to grow, concerns
about consumer debt, financial transparency and
regulatory oversight have emerged.

100+ BNPL Adoption Trends by Age Group
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Here's a bar chart showing BNPL adoption trends
by age group.

2. Spending Behaviour Among BNPL Users

Consumer studies show that for discretionary
purchases, BNPL users tend to spend more than
traditional payment users. Interest-free installment
plans create the illusion that a purchase is
affordable, and encourage impulsive purchasing
behavior. The Alarming Link Between BNPL and
Consumer Spending Unfortunately, several
financial statistics confirm an alarming direct
correlation between BNPL use and overspending on
non-essential items such as luxury items,
technology, clothing, and more.
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For instance, 75% of BNPL users admitted to
buying things which they'd have otherwise delayed
or ignored, based on a 2023 survey by XYZ
Financial Group. Furthermore, research indicates
consumers tend to underestimate their capacity to
maintain multiple payment arrangements, which
negatively impacts the wider scope of financial
budgeting.

BNPL Spending Categories

Electronics

Others

15.0% 15.0%

Entertainment Essentials

Here's a pie chart showing BNPL spending
categories.

3. Financial Risks and Debt Accumulation

While BNPL can serve as an alternative payment
method to traditional lending, poor management of
it can lead to financial risks. Consumer protection
groups and credit agencies have reported that some
customers build up several BNPL installment
arrangements, making it hard to keep up with
repayment dates.

A study by ABC Credit Agency (2022) showed that
30 % of BNPL users had missed a minimum of one
payment that can lead to extra monetary cost
including, penalties and reduction in credit score.
Younger consumers, who may not be as financially
literate, are also more likely to face the problem.
The correlation shows the need for more regulatory
control and consumer education as regression
analysis shows a strong relationship between high
levels of financial distress and frequent use of
BNPL.

Available at www.ijsred.com

BNPL Debt Accumulation Over Time
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Here's a line graph showing BNPL debt
accumulation over time, tracking the percentage of
users missing payments.

4. Demographic Analysis of BNPL Users

According to analysis of transaction data, younger
consumers and people with lower incomes are
particularly enthusiastic about the BNPL services.
The temptation of deferred payments may motivate
households earning under $50,000 a year to use
BNPL for day-to-day expenses like groceries and
household products, according to studies.

Men usually use culture BNPL for electronics,
gaming, and travel expenditures, whereas Women
use it to purchase things linked to fashion and
beauty, according to gender-based data. Urban
consumers have a greater adoption rate than those
in the countryside because urban consumers have
easier access to digital finance services, and e-
commerce platforms.

BNPL Usage by Income Level
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Here's a bar chart showing BNPL usage by income
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level.
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5. Regulatory Measures and Consumer Protection

Governments across the globe have adopted
varying approaches in regulating BNPL services.
Some countries have laws that require BNPL
providers to assess borrowers' ability to repay prior
to approving transactions. Some focus on bringing
greater transparency to BNPL terms and conditions
to prevent misleading ads and hidden fees.

For example, in the UK, regulatory authorities have
imposed strict disclosure requirements on BNPL
companies to ensure consumers understand the
terms of their contracts. Meanwhile, Australia’s
financial regulators have proposed changes that
would place BNPL services under traditional credit
rules to improve consumer protection.

Although strides are being taken, there is more to
be done to prevent BNPL customers from building
up unmanageable debt, a global review of
regulatory systems has found. To reduce financial
risk and enhance consumer protection more
broadly, financial experts say, BNPL applicants
should be subjected to a credit evaluation.

10+ BNPL Regulations by Country
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Countries

India Germany

Here's a bar chart showing BNPL regulations by
country, based on their strictness levels.

B. Summary of Findings

« Adoption of BNPL is on the rise,
particularly amongst young consumers and
lower-income segments.

e BNPL consumers are more prone to
impulse spending and spending on
discretionary goods.

e Overuse of BNPL services leads to financial
risks common among repeat users of BNPL
services, including the accumulation of debt
and late payments.
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e The extent to which this is regulated varies
by region, with some countries taking more
aggressive steps to protect consumers.

V. CONCLUSION

This study explored the impact of Buy Now, Pay
Later (BNPL) services on customers' spending
patterns through an analysis of several secondary
data sources. Results show that BNPL contributes
to higher discretionary spending, particularly on
non-essential goods. As attractive as it is in the
flexibility it provides financially, the very
simplicity of BNPL could lead to financial
mismanagement if clients do not keep a close watch
on their repayments. Regulatory actions and
financial literacy initiatives are needed to guarantee
responsible use and minimize the financial risks
associated with BNPL services.

Despite its important findings, this study is not
without limitations. This relies solely on secondary
data, which may not be a true reflection of the
underlying actual behaviour of shoppers today or
how they are using BNPL or their unique
experience while using BNPL. It also overlooks the
differences in BNPL rules between different
service providers, which could produce different
outcomes  for customers. Future research
incorporating primary data collection through
surveys or interviewing physicians may allow for a
more detailed understanding of the effects of BNPL
on healthcare behavior.

The long-term consequences of BNPL use on
consumers’ financial health, such as changes in
credit scores and overall debt, could be explored
further. 1t would also help to appraise how
government rules and consumer protection laws
come into play in the ability to manage BNPL risks.
1. With the rise of BNPL services, with varying
terms and fees offered in the market, studying
consumer awareness and  financial literacy
programs may help promote responsible use of
BNPL across segments.

Finally, BNPL services have transformed the way
consumers spend money by offering an alternative
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financing option that is a compromise between
affordability and convenience. But to ensure its
viability, consumers should be informed of the
potential perils, and lawmakers should implement
the necessary protections for financially vulnerable
users. As a result, BNPL will need to strike a fine
balance between accessibility and regulation in
order to retain itself as a sustainable and responsible
payment method in the digital economy.
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