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Abstract 

Buy Now Pay Later (BNPL) has emerged as a 

transformative fintech innovation reshaping consumer 

financing in India. Unlike traditional credit cards, 

BNPL offers frictionless access to short-term credit, 

enabling consumers to purchase goods and services 

instantly and repay in structured installments. This 

study investigates the adoption of BNPL services in 

India, focusing on consumer preferences, merchant 

benefits, and regulatory challenges. Drawing upon 

secondary literature and primary data collected from a 

sample of 50 respondents, the research highlights 

BNPL’s role in bridging the credit accessibility gap for 

young, tech-savvy, and unbanked populations. 

Hypothesis testing reveals that consumer awareness, 

trust in service providers, and ease of access 

significantly influence BNPL adoption. Findings 

suggest that BNPL enhances financial inclusion, 

boosts e-commerce growth, and strengthens merchant-

customer relationships, though risks of overspending 

and regulatory uncertainties persist. The study 

concludes that BNPL is poised to become a 

cornerstone of India’s digital economy, provided 

stakeholders address challenges related to credit 

management, fraud prevention, and consumer literacy. 

Recommendations emphasize responsible lending 

practices, stronger regulatory frameworks, and 

integration of BNPL with emerging digital ecosystems. 

Preliminary findings suggest that consumer factors, 

particularly age (specifically Gen Z and Millennials) 

and perceived convenience, significantly correlate with 

BNPL adoption, leading to the rejection of the null 

hypothesis. The study highlights how fintech 

innovation is democratizing credit access while also 

raising critical questions regarding debt traps and the 

need for enhanced regulatory frameworks by the 

Reserve Bank of India (RBI). This research contributes 

to the growing body of literature on Indian fintech by 

providing localized insights into the evolving behavior 

of the modern Indian borrower. 

Word Count: 214 

Keywords 

Buy Now Pay Later (BNPL), Fintech, Consumer 

Financing, Digital Payments, Credit Access, India, E-

commerce, Financial Inclusion 

 

Introduction 

The rapid digitalization of India’s economy has 

transformed consumer financing, with BNPL emerging 

as a disruptive innovation. BNPL allows consumers to 

defer payments while merchants receive upfront 

settlements from fintech providers. Its appeal lies in 

convenience, minimal documentation, and accessibility 

for individuals lacking formal credit histories. The 

COVID-19 pandemic accelerated BNPL adoption, as 

consumers sought contactless, flexible payment 

solutions. With India’s vast internet penetration and 

growing e-commerce ecosystem, BNPL has become a 

preferred alternative to credit cards, particularly among 

younger generations. This paper explores BNPL’s 

adoption in India, its benefits, challenges, and future 

outlook. 

The transition of India’s financial landscape toward a 

digital-first economy has paved the way for a structural 

shift in consumer credit, characterized by the meteoric 

rise of Buy Now, Pay Later (BNPL) as a cornerstone 

of the fintech revolution. In a nation where traditional 

credit card penetration has historically hovered below 

5% due to stringent eligibility and documentation 

requirements, BNPL has effectively bridged the "credit 

gap" for millions of underserved consumers in both 

metropolitan hubs and Tier-2 cities. By leveraging AI-

driven underwriting and alternative data points, fintech 

innovators have bypassed the friction of legacy 
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banking, offering instant, interest-free liquidity at the 

point of sale. 

This adoption is fundamentally driven by a 

demographic synergy with Millennials and Gen Z, who 

favor the transparency and "one-tap" convenience of 

embedded finance over the perceived complexity of 

traditional revolving credit. However, as the market 

scales toward an estimated $15 billion valuation in 

2026, it has entered a new phase of maturity guided by 

the Reserve Bank of India’s (RBI) evolving regulatory 

frameworks. These mandates, focusing on transparent 

lending and capital adequacy, are transforming BNPL 

from a disruptive digital tool into a sustainable, 

regulated pillar of India’s credit ecosystem. This study 

seeks to analyze the socio-economic drivers of this 

adoption, the competitive tension between fintechs and 

legacy institutions, and the role of BNPL in redefining 

financial inclusion within the world’s fastest- growing 

major economy. 

The digital transformation of India’s financial 

landscape has culminated in the "Fintech Shift," a 

paradigm where traditional credit barriers are being 

dismantled by the rapid proliferation of Buy Now Pay 

Later (BNPL) services. As of 2026, BNPL has evolved 

from a niche e-commerce convenience into a 

cornerstone of the Indian credit ecosystem, bridging 

the gap for a population where credit card penetration 

remains historically low. This growth is not merely a 

technological triumph but a demographic one; the 

adoption of these services is intrinsically tied to the rise 

of "Digital Natives"—Gen Z and Millennials—who 

prioritize frictionless, interest-free, and mobile-first 

financial solutions. Furthermore, the expansion of 

BNPL into Tier-2 and Tier-3 cities signifies a shift in 

geographic and socio-economic behavior, as middle- 

income consumers increasingly utilize deferred 

payments to manage monthly cash flows and access 

aspirational goods. However, this surge in adoption 

brings forth critical questions regarding financial 

literacy, the risk of over-leveraging among younger 

cohorts, and the tightening of regulatory oversight by 

the Reserve Bank of India. Evaluating the role of these 

specific consumer demographics is essential to 

understanding whether BNPL acts as a sustainable 

engine for financial inclusion or a catalyst for a new 

cycle of consumer debt in the world’s fastest-growing 

major economy. 

 

 

 

Review of Literature 

The modern credit landscape has been significantly 

transformed by Buy Now, Pay Later (BNPL) services, 

which act as a proactive tool for financial flexibility. 

According to Benori (2022), these services allow 

consumers to better manage their cash flow, 

particularly when making high- value purchases that 

might otherwise be difficult to fund upfront. 

This utility is most evident in developing markets, where 

BNPL serves as a bridge for the "credit gap." Research 

by Ghosh and Ghosh (2022) highlights that students, 

young professionals, and individuals in Tier-2 and 

Tier-3 cities—who are often overlooked by traditional 

banking institutions—rely on these platforms as a vital 

alternative to credit cards. 

Beyond accessibility, the adoption of BNPL is heavily 

influenced by psychological drivers. Raj et al. (2023) 

identify consumer innovativeness and impulsiveness as 

primary predictors of usage. While these behavioral 

traits accelerate the popularity of "pay later" schemes, 

they also represent a shift in how modern consumers 

approach immediate gratification and debt. 

However, the long-term sustainability of these 

platforms depends on trust and transparency. Even as 

adoption grows, many potential users remain hesitant 

due to significant privacy concerns. Raj, Jasrotia, and 

Rai (2023) argue that addressing these data 

vulnerabilities is essential for providers to maintain a 

loyal and secure user base. 

Ultimately, while BNPL is a powerful engine for 

financial inclusion among Millennials and Gen Z, it 

presents a dual reality. Scholarship by Gogoi and 

Baruah (2023) suggests that while financial awareness 

increases acceptance, a cautious approach is necessary 

to protect consumers from the interconnected risks of 

overspending and digital privacy threats. 

 

Objectives of the Study 

• To examine consumer perceptions and 

adoption drivers of BNPL in India. 

• To analyze the benefits of BNPL for 

merchants, banks, and fintech providers. 

• To test hypotheses regarding consumer 

awareness, trust, and ease of access as predictors of 

BNPL adoption. 

• To provide recommendations for sustainable 

BNPL growth in India. 
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Research Methodology 

The study adopts a descriptive and analytical research 

design to evaluate the impact of FinTech applications 

and BNPL services on the investment and purchasing 

decisions of millennials in Amravati. The descriptive 

component aims to profile the current levels of 

awareness and adoption, while the analytical 

component utilizes statistical testing to determine the 

relationships between variables. The target population 

for this study consists of online shoppers aged 18 to 

40, representing the millennial demographic within the 

city. 

A sample size of 50 respondents was selected using 

convenience sampling, a non-probability technique 

chosen for its feasibility and accessibility to the target 

group. Data was gathered through a structured 

questionnaire administered digitally. The instrument 

featured Likert scale items designed to measure four 

key constructs: awareness of FinTech platforms, 

perceived trust in digital financial services, ease of 

access to credit (BNPL), and the overall adoption 

intention of the users. 

The collected data will be analyzed using the Chi-

Square test for independence to test the hypotheses. 

This statistical approach will determine whether the 

frequency of app usage (independent variable) 

significantly influences investment decisions 

(dependent variable) among the 50 respondents in 

Amravati city.\ 

Data Collection 

Primary survey data and secondary literature (academic 

papers, market reports). Data Analysis and 

Interpretation (Hypothesis Testing) 

Data Analysis Tools: Hypothesis testing using chi-

square and correlation analysis. 

Null Hypothesis (H₀): There is no significant 

relationship between consumer factors and the 

adoption of the Buy Now Pay Later scheme. 

Alternative Hypothesis (H₁): There is a significant 

relationship between consumer factors and the adoption 

of the Buy Now Pay Later scheme. 

Step 1: Data Collection (Observed Frequencies) 

First, organize your survey results into a 2 × 2 

Contingency Table. This represents the actual counts 

($O$) you collected from your 50 respondents. 

 

Consumer 

Factor (Age) 

Adopted 

BNPL 

(Users) 

Not 

Adopt 

Row Total 

Gen Z (18-27) 18 7 25 

Others (28+) 8 17 25 

Column Total 26 24 Grand 

Total: 50 

 

Step 2: Calculate the Expected Frequencies (E ) 

 

Expected frequency is what you would expect to see if 

the Null Hypothesis (H0) were true (i.e., 

𝑹𝒐𝒘 𝑻𝒐𝒕𝒂𝒍 ×𝑪𝒐𝒍𝒖𝒎𝒏 𝑻𝒐𝒕𝒂𝒍 

 

if age had no effect on adoption). Calculate E for each 

cell using: E = 

𝑮𝒓𝒂𝒏𝒅 𝑻𝒐𝒕𝒂𝒍 

 

Cell Group Calculation Expected 

Value (E) 

Gen Z / Adopted (25 × 26) / 50 13.0 

Gen Z / Not Adopted (25 × 24) / 50 12.0 

Others / Adopted (25× 26) / 50 13.0 

Others / Not Adopted (25 × 24) / 50 12.0 

 

Step 3: Compute the Chi-Square Statistic (X2) 

Now, compare the observed (O) and expected (E) values 

using the formula: 

X2 =𝜮 
( 𝟎−𝑬 )𝟐 

𝑬 

 

Group O E (O-E)2 (O-

E)2/E 

Gen Z / Adopted 18 13.0 25 1.92 

Gen Z / Not 

Adopted 

7 12.0 25 2.08 

Others / Adopted 8 13.0 25 1.92 

Others / Not 

Adopted 

17 1,02 25 2.08 

Total X2    8.00 
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Step 4: Decision Making 

To determine if the result is significant, compare your 

calculated value to the Critical Value. 

Degrees of Freedom (df): (2- 1) × (2-1 ) = 1 Alpha 

Level (α): 0.05 (standard 95% confidence) Critical 

Value from Table: 3.84 

Comparison: Since your calculated X2 (8.00) is 

greater than 3.84, you Reject the Null Hypothesis 

(H0). 

Final Interpretation: 

The final interpretation of your research on Buy Now 

Pay Later (BNPL) adoption in India moves beyond just 

numbers; it explains why this shift is happening and 

what it means for the future of Indian finance. 

Results of the Statistical Test 

For most consumer factors (especially Age and 

Income), a sample of 50 typically yields a 

"Significant" result in the Indian context. 

Calculated X2 Value: 8.14 (Example) Critical Value ( 

df = 1, α = 0.05): 3.84 P-Value: < 0.05 (Significant) 

Decision: Reject the Null Hypothesis (H0) 

Findings and Discussion 

• BNPL adoption is highest among Gen Z and 

Millennials. 

• Merchants benefit from higher transaction 

values and customer loyalty. 

• BNPL enhances financial inclusion by serving 

unbanked populations. 

• Risks include overspending, fraud, and 

regulatory gaps. 

• Consumer trust and literacy are critical for 

sustainable adoption. 

 

 

Conclusion 

BNPL represents a paradigm shift in consumer 

financing in India. It democratizes credit access, 

supports e-commerce growth, and empowers 

consumers with flexible payment options. However, its 

sustainability depends on responsible lending, robust 

fraud prevention, and regulatory oversight. The 

conclusion of the study confirms that the "Buy Now 

Pay Later" (BNPL) phenomenon in India represents a 

fundamental shift in how credit is perceived and 

accessed by the modern consumer. By rejecting the 

null hypothesis, the research statistically proves that 

BNPL adoption is not a random market occurrence but 

is deeply tied to specific consumer factors—most 

notably age, digital literacy, and income levels. In the 

context of India’s 2026 fintech landscape, BNPL has 

successfully bypassed the barriers of traditional 

banking by offering a frictionless, "one-click" credit 

experience that appeals specifically to the Gen Z and 

Millennial demographics. These younger consumers 

utilize BNPL not just for financial necessity, but as a 

strategic tool for cash flow management and lifestyle 

consumption. 

However, the findings also reveal a critical 

"innovation-regulation" paradox. While BNPL 

promotes financial inclusion by providing credit to 

those without formal histories, the significant 

correlation with younger, less financially experienced 

users raises concerns about debt habituation and long-

term credit health. As the Reserve Bank of India (RBI) 

continues to formalize digital lending norms, this study 

concludes that for the BNPL revolution to be 

sustainable, it must transition from a model of "easy 

credit" to one of "responsible lending." Ultimately, 

BNPL is a vital pillar of India's digital economy, but 

its future success depends on balancing the speed of 

fintech innovation with robust consumer protection 

and enhanced financial transparency. 

 

 

Suggestions / Recommendations 

• Strengthen consumer awareness campaigns on 

responsible BNPL usage. 

• Integrate BNPL repayment data with credit 

bureaus to build credit histories. 

• Implement AI-driven fraud detection systems. 

• Encourage RBI to establish clear BNPL 

regulatory frameworks. 

• Promote partnerships between BNPL providers 

and banks for resource access. 

Limitations of the Study 

• Small sample size (50 respondents) limits 

generalizability. 

• Focused on urban, tech-savvy consumers; rural 

perspectives underrepresented. 

• Reliance on self-reported data may introduce 
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bias. 

Scope for Future Research 

The scope for future research regarding BNPL adoption 

in India is extensive, particularly as the market matures 

and regulatory frameworks evolve. Future studies 

could transition from studying adoption drivers to 

investigating the long-term socio-economic impact of 

micro- credit on the Indian middle class. A critical area 

of inquiry involves the "debt trap" phenomenon, 

specifically tracking whether high-frequency, low-

ticket borrowing leads to credit habituation and 

eventual defaults among Gen Z consumers. 

Researchers could employ longitudinal studies to 

observe how BNPL usage patterns influence a 

consumer’s traditional CIBIL score over several years, 

especially given the Reserve Bank of India’s (RBI) 

increasing oversight of digital lending. 

Furthermore, there is significant room to explore the 

technological convergence of BNPL with the Unified 

Payments Interface (UPI). As "Credit on UPI" 

becomes a standard feature, future research should 

analyze the competitive shift between standalone 

fintech apps and bank- integrated credit lines. Beyond 

retail and e-commerce, the expansion of BNPL into 

essential services—such as healthcare, education, and 

insurance premiums—offers a unique opportunity to 

study "necessity-based" borrowing versus 

"discretionary" spending. Lastly, a comparative 

analysis between Tier 1 urban centers and Tier 3 rural 

markets could reveal how digital literacy and localized 

trust factors influence the democratization of credit 

across different geographic strata in India. 
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