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Introduction

Paying for purchases over time is a classic concept in retail, with
legacy offerings such as Christmas layaway plans helping con-
sumers manage their spending for decades. Modern iterations
such as credit card installment plans and buy now, pay later
(BNPL) are for every season and are gaining prominence as years
of extended inflation and reduced financial stability make the
relief of taking home a big-ticket purchase and paying it off in
manageable portions even more valuable.

Consumer use of BNPL and credit card installment plans has
been on the rise in recent years. Many retailers and credit card
issuers offer installment payment plans, and these programs
can come with rewards programs and high credit limits, not to
mention ubiquitous in-store availability. BNPL has emerged as
a credit alternative, serving consumers who cannot qualify for a
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credit card or those seeking the lowest possible interest rates.
Data shows, however, that these consumers want the advan-
tages that credit card installment plans can offer. PYMNTS’
research finds that rewards programs, higher credit limits and
more availability in-store are consumers’ top demands, each
cited by one-third of BNPL users.

Tracking the Digital Payments Takeover: What BNPL Needs to
Win Wider Adoption, a PYMNTS and AWS collaboration, exam-
ines consumer interest in deferred payment plans, including
credit card installment plans and BNPL. We surveyed a census-
balanced panel of 3,140 consumers in the United States between
June 13 and June 21 to discover what features consumers expect
from deferred payment plans and to learn how BNPL can meet
these expectations and reach a higher level of usage.

This is what we learned.
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Consumers using deferred
payment plans want them
to be easy, convenient and
broadly available with more
merchants and purchase
amounts.’

Of these consumers, 19% have used BNPL, and 18% have used credit
card installment plans. Nevertheless, consumers plan to use BNPL
more in the next year, especially those already using BNPL. While 43%
of consumers who already use BNPL plan to use it in the next year,
15% of those who have not plan to join the bandwagon.

Consumers report that they use deferred payment plans for three
reasons: The plans are convenient, provide a financial cushion and
enable consumers to buy more. While 37% of consumers use deferred
payment plans for convenience, 28% do so to preserve a cash cushion
and 27% do so to be able to purchase more products. Not surpris-
ingly, consumers expect to access these features fromm BNPL as much
as from credit card installment plans.

" For this study, we use “deferred payment plans” to refer to payment plans such as BNPL and credit card installment plans
where consumers can split up and defer payments over a specific timeframe and number of payments.
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FIGURE 1:

Reasons to use deferred payment plans
Share of deferred payment plan users who
cite select reasons for using the plans

Easy or convenient to use
37.0%

Little or no cost to use it
30.8%

Wanted to preserve cash cushion
28.3%

Wanted to be able to make other purchases
26.7%

Wanted to build their credit score
24.6%

Unable to afford the purchase otherwise
24.3%

Better spending management
241%

Rewards
23.7%

Curiosity
21.0%

Source: PYMNTS

Tracking the Digital Payments Takeover: What BNPL Needs
to Win Wider Adoption, August 2023

N =1,019: Consumers who have used deferred payment
plans either through credit cards or BNPL in the last 90
days, fielded June 13, 2023 - June 21, 2023
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of consumers

have used deferred
payment plans

in the last three
months.
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Users of credit card
installments use them more
frequently and for larger
purchases than BNPL because
BNPL still lacks the features
potential users demand.

Older and high-income consumers tend to use credit card install-
ments more often, while millennials and Generation X consumers
are the most likely generations to be frequent BNPL users. Twenty
percent of baby boomers and seniors and 19% of consumers annu-
ally earning more than $100,000 used credit card installments five
times or more in the last three months. More high-income consumers
used BNPL at least three times in the last 90 days than middle- and
low-income earners, at 47%. This difference suggests there is a pos-
sible relationship between the two: higher income correlates with
more frequent usage. Meanwhile, 13% of Gen X and 11% of millennials
used BNPL five times or more in the last three months.
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Overall, millennials use deferred payment plans the most, with Gen

Z and Gen X consumers trailing and baby boomers and seniors using
them least. Size of purchase is also a useful metric, and data shows
that bridge millennials and Gen X consumers spend more money
on deferred payment plans than the average consumer. On average,
consumers spent $339 per purchase with BNPL and $482 per pur-
chase with credit card installments in the last three months. Bridge
millennials and Gen X consumers spent approximately $440 per pur-
chase with BNPL — roughly $100 more than average.
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FIGURE 2A:
Credit card installment plans usage
Share of consumers who have used credit card installment plans with
select frequencies, by demographic
Sample
46.0% 8.2% of all consumers
38.7% 6.9% of all consumers
15.3% 2.7% of all consumers
GENERATION INCOME
Baby boomers and seniors More than $100K
52.6% Imm——— 6.5% of all users 40.3% I 19.2% of all users
27.4% I 3.4% of all users 411% I 19.6% of all users
201% I 2.5% of all users 18.6% I 8.9% of all users
Generation X $50K-$100K
51.1% . 11.8% of all users 50.0% 13.3% of all users
32.4% I 7.5% of all users 37.8% 101% of all users
16.6% I 3.8% of all users 12.2% 3.2% of all users
Bridge millennials Less than $50K
44 2% m—— 13.0% of all users 52.4% 13.4% of all users
39.3% I 11.6% of all users 35.39% . 9.0% of all users
16.6% I 4.9% of all users 12.3% I 31% of all users
Millennials ] W Light users (once or twice in the last three months)
% I 29
1%‘71'02 | 11%%2 gf :ﬁ 322;2 W Moderate users (three or four times)
15.9% I 7.2% of all users W Heavy users (five times or more)
Generation Z
48.6% . 9.4% of all users
42.2% I—— 8.2% of all users
9.2% Il 1.8% of all users
Source: PYMNTS
Tracking the Digital Payments Takeover: What BNPL Needs to
Win Wider Adoption, August 2023
N = 586 Consumers who have used credit
card installment plans in the last 90 days,
fielded June 13, 2023 - June 21, 2023
PYWNTS aws
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FIGURE 2B:
BNPL usage
Share of consumers who have used BNPL with select frequencies,
by demographic
Sample
o, I 8.8% of all consumers
227802 . 7.8% of all consumers
10.5% I 2% of all consumers
GENERATION INCOME

59.9%
30.0%
10.1%

44.2%
427%
13.0%

451%
43.9%
10.9%

45.0%
43.9%
111%

51.5%
42.4%
6.1%

Baby boomers and seniors

Generation X

Bridge millennials

Millennials

Generation Z

5.6% of all users
2.8% of all users
1% of all users

9.8% of all users
9.5% of all users
2.9% of all users

15.2% of all users
14.8% of all users
3.7% of all users

22.3% of all users
21.7% of all users
5.5% of all users

9.8% of all users
8.1% of all users
1.2% of all users

More than $100K

42.8%, I———
46.7% TE—

10.5%

$50K-$100K
48.3% TE———
40.0% T——
1.7%

Less than $50K

5619% TEEEEE——
34.7% H——

9.3%

21.2% of all users
23.2% of all users
5.2% of all users

12.5% of all users
10.3% of all users
3% of all users

13.8% of all users
8.5% of all users
2.3% of all users

I Light users (once or twice in the last three months)

B Moderate users (three or four times)

B Heavy users (five times or more)

Source: PYMNTS

Tracking the Digital Payments Takeover: What BNPL Needs to
Win Wider Adoption, August 2023

N = 620: Consumers who have used BNPL in the last 90 days,
fielded June 13, 2023 - June 21, 2023
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FIGURE 3:

Features BNPL users would like to see

Share of BNPL users who cite select features that would improve their

satisfaction with BNPL providers

Rewards
3819% Mmm——

Availability in more stores
32.59% ™

Higher credit limits
32.1% Mmmmmmm——

Easier application process
27.39, M

Longer installment plans
271% FEmmmm——

Availability for more products and services
26.9% Immmmmmmm—mm

Lower fees
26.0% ™

Faster decision on my application
25.4% s
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Source: PYMNTS

Tracking the Digital Payments Takeover: What BNPL Needs to Win

Wider Adoption, August 2023
N = 620: Consumers who have used BNPL in the last 90 days,
fielded June 13, 2023 - June 21, 2023
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Consumers turn to credit card installments more fre-
quently and for larger purchases because BNPL lacks
features common to credit cards, such as reward pro-
grams and higher credit limits. They also say that BNPL
does not yet have the same level of store availability.
Thirty-eight percent of consumers say they want BNPL
to offer more and better rewards, 33% want more
availability in-store and 32% want higher credit limits.
To grow BNPL usage, meeting consumers’ demand for
these features is critical.

© 2023 PYMNTS All Rights Reserved
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FIGURE 4

CO nsu mers pay for al I types Product types purchased with deferred payment plans

Share of consumers who used BNPL and credit card installment plans to purchase select

Of prOdUCts With deferred product types in the last three months
payment plans, with BNPL

64.1%
72.3% I 59.8% I

slightly behind credit card

55.6%

installment usage across all "o E—

Restaurants

product types. S

Tracking the Digital Payments Takeover: What BNPL Needs

to Win Wider Adoption, August 2023

—— N = 620: BNPL users; N = 586: Credit card installment
users, fielded June 13, 2023 - June 21, 2023

BNPL

PYMNTS’
data finds that 67% of consumers used credit card installment plans
to finance grocery purchases in the last three months, and 56% did
the same with BNPL. Similarly, 64% of consumers used BNPL for
non-grocery retail products, and 72% used credit card installments.

Clothing, beauty products and appliances are the most common retail
products purchased with deferred payment plans. BNPL use typically
trails credit card installment use for these purchases. For instance,
45% of consumers used credit card installments to pay for clothing

and accessories, while 41% did so with BNPL. O]C consumers Used BNPL to |an fOI’
clothing and accessories purchases.

PYWNTS aws © 2023 PYMNTS All Rights Reserved
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Being able to pay for large purchases over time
is a key benefit of deferred payment plans. The
average number of installments is close to four
for both BNPL and credit card installments, indi-
cating that the two products have found a sweet
spot — and that consumers may be using the two
for similar purchases. All demographic groups
use three to four installments to defer their pay-
ments, except baby boomers and seniors, who
buy products with five installments, on average,
when using credit cards and four installments
when using BNPL. This usage suggests that those
on a fixed income might require more time to pay
for their purchases.

Key Findings

FIGURE 5:

Items purchased with deferred payment plans
Share of consumers using BNPL and credit card installment plans for purchases in select
categories of retail items in the last three months

Clothing and accessories Alcoholic beverages
41,3% WE—— 22.2%
44.8% H—— 29.8%
Health and beauty Books, music and hobbies
32.3% 22 7%
36.8% Imm— 24.5% Immmm——
Appliances Auto parts
28.6% Mmmmmmmm—— 20.0% Fmmm—
29.1% 24.2% I
Consumer electronics Building and gardening
27.6% I—— 19.49, M.
29.8% Immm——— 21.1% ——
Sporting goods Other
23.7% s 4.9% 1
31.1% 1.9% 1
Home furnishings W BNPL
25.2% I ) )
281% I B Credit card installments

Source: PYMNTS

Tracking the Digital Payments Takeover: What BNPL Needs to Win Wider Adoption, August 2023
N = 620: BNPL users;

N = 586: Credit card installment users,

fielded June 13, 2023 - June 21, 2023
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Consumers who use BNPL
are highly satisfied with

their BNPL options and are
iIncreasing their use of BNPL.

Low-income and younger consumers are less likely to be
highly satisfied with their BNPL options, however. Fifty-six percent of
Generation Z consumers and 60% of those annually earning less than
$50,000 are highly satisfied with their BNPL options. These shares are
significantly smaller than the 76% of millennials and 83% of consum-
ers annually earning more than $100,000 who are highly satisfied.

Satisfaction breeds increased usage. Our study finds that 53% of
consumers have increased their use of deferred payment installment
plans compared to one year ago. This increase in usage is espe-
cially visible among those highly satisfied with their BNPL options.
While 61% of highly satisfied consumers reported higher use of BNPL,
47% of those who were somewhat satisfied or less did the same.
Our data also shows little difference in customer satisfaction across
BNPL providers. This suggests that investing in what users want to
see more of in BNPL, such as rewards, may be a way that BNPL pro-
viders can differentiate themselves from the pack.

aws

Key Findings

FIGURE 6:
Consumers’ satisfaction with BNPL

Share of consumers using BNPL who are very or extremely satisfied with their BNPL options,

by demographic and BNPL provider

Sample
72.9%

BNPL PROVIDER INCOME

Affirm More than $100K
78.6% 83.4%

Afterpay $50K-$100K
781% 65.2%

Klarna Less than $50K

77.2% 59.8%

1% Paypal Pay in 4
.70

Source: PYMNTS

Tracking the Digital Payments Takeover: What BNPL Needs
to Win Wider Adoption, August 2023

N = 620: BNPL users, fielded June 13, 2023 - June 21, 2023

GENERATION

Baby boomers and seniors
76.8%

Generation X
78.5%

Millennials
76.0%

Generation Z
56.4%
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Conclusion

Deferred payment plans are a convenient and powerful way

for retailers and merchants to boost sales among customers
looking for a financial cushion, especially when making large
purchases. Those using credit card installment plans already
benefit from wide availability, reward programs and higher
credit limits — features BNPL users want. BNPL use is on the
rise, especially among Gen Z consumers with less financial
standing and older consumers making larger purchases. Yet,

Methodology

tial, BNPL providers must meet these consumer demands. —

to reach new customers and fully unlock BNPL’s retail poten-

Tracking the Digital Payments Takeover: What BNPL Needs to
Win Wider Adoption, a PYMNTS and AWS collaboration, exam-
ines consumer interest in deferred payment plans such as credit

TRA@K‘NG card installments and BNPL. We surveyed a census-balanced

panel of 3,140 consumers in the United States between June 13

TH E DIG ITAL and June 21 to learn what features they expect from deferred
PAYM ENTS payment plans and how BNPL can meet these expectations and
match credit card installment plans in usage. Fifty-one percent

TAKEOVER of respondents identified as women, 32% had a college degree

WHAT BNPL NEEDS TO WIN WIDER ADOPTION and the average age was 47.

PYWNTS aws © 2023 PYMNTS All Rights Reserved
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is where the best minds and the best content meet
on the web to learn about “What’s Next” in payments and
commerce. Our interactive platform is reinventing the way in
which companies in payments share relevant information about
the initiatives that shape the future of this dynamic sector and
make news. Our data and analytics team includes economists,
data scientists and industry analysts who work with companies
to measure and quantify the innovation that is at the cutting
edge of this new world.

Amazon Web Services (AWS) is the world’s most comprehensive
and broadly adopted cloud platform, offering more than 200
fully featured services from data centers globally. Millions of
customers — including the fastest-growing startups, largest
enterprises and leading government agencies — are using AWS
to lower costs, become more agile and innovate faster.

To learn more, visit

We are interested in your feedback on this report. If you have questions, comments or

would like to subscribe, please email us at
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