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ABSTRAK 
Introduction 

Indonesians, especially when shopping online, increasingly use the 
cash on delivery (COD) system to pay for goods. 

Objectives 

This study aims to determine the effect of the cash on delivery (COD) 
payment method on the purchasing decisions of the Wamena 
community on the Shopee e-commerce platform. 

Method 

This research method uses an approach. The type of research used, 
namely the mixed method, is a research method that combines 
quantitative and qualitative data to produce more comprehensive 
data. The sample used amounted to 100 respondents who actively 
use Shopee in Wamena. Quantitative research measures the Cash on 
Delivery (COD) variable through Convenience, Privacy, and Trust. The 
purchasing decision variable is measured through indicators of 
Problem recognition, Information search, and Evaluation of 
alternatives. The data analysis techniques used in this study are 
validity tests, reliability tests, correlation tests, regression tests, t-tests, 
and determination coefficient tests. 

Results 

The results showed that the COD payment method positively and 
significantly affected the purchasing decisions of the Wamena city 
community at Shopee E-Commerce. The contribution given by the 
cod variable is 49% to purchasing decisions. Researchers conducted 
interviews to strengthen the results. The interview results show that 
the people of Wamena city choose cod payment because the 
average estimated delivery from Java to Papua is at least 7 days, so 
buyers find it easier to control expenses because they only pay when 
the goods are in hand. This payment system is also felt to be able to 
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avoid bills that come after transactions and can control excessive 
shopping desires. 

Implications 

With the increasing trend of COD usage, this study's results 
underscore the importance of buyers' and sellers' protection for this 
type of transaction. 

Originality/Novelty  

This study contributes to studies on online purchasing, especially in 
areas outside Java Island, where facilities and infrastructure are 
limited to support fast delivery. 

CITATION: Fitri, Syarifah, & Thomas, R. (2024). The effect of cash on 
delivery (COD) payments on purchasing decisions of the Wamena 
Community: A case study of Shopee. Journal of Islamic Economics 
Lariba, 10(2), 909-926. https://doi.org/10.20885/jielariba.vol10.iss2.art16 

INTRODUCTION 

E-commerce has transformed the global retail landscape, providing consumers with 
unprecedented access to a vast array of products and services (AbuAli et al., 2024; 
Wrigley & Currah, 2006). The rise of digital marketplaces has revolutionized 
purchasing behavior, reducing the reliance on traditional brick-and-mortar stores 
and expanding market reach beyond geographical limitations (Pratama et al., 2019; 
Șoavă et al., 2022). In developing regions, the adoption of e-commerce has been 
particularly significant, offering consumers the convenience of online shopping while 
addressing the limitations of physical retail infrastructure. However, despite the rapid 
growth of digital transactions, concerns regarding payment security, fraud, and trust 
continue to pose challenges to the widespread acceptance of online shopping. One 
solution that has gained traction, particularly in developing economies, is the Cash on 
Delivery (COD) payment method, which allows consumers to pay for goods only upon 
delivery, thereby mitigating perceived risks associated with digital payments (Tudor, 
2022). 

The COVID-19 pandemic further accelerated the adoption of e-commerce, as 
lockdowns and movement restrictions forced consumers to shift their purchasing 
behavior online (Ding, 2023; Heliyani et al., 2023; Jiang, 2023). In regions where digital 
payment infrastructures are underdeveloped or where consumers remain skeptical 
about online transactions, COD has emerged as a preferred payment method. Studies 
indicate that in countries such as Indonesia, up to 80% of online shoppers used COD in 
2022, underscoring its role in facilitating e-commerce growth (Nazara et al., 2024). The 
preference for COD stems from multiple factors, including consumer trust issues, 
inadequate banking infrastructure, and concerns over product quality and non-
fulfillment of orders (Tsary, 2023). Given the prominence of COD in developing 
markets, understanding its impact on consumer purchasing decisions is critical for 
businesses seeking to optimize payment strategies and enhance customer 
satisfaction. 
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Despite its advantages, COD presents unique challenges to e-commerce 
platforms and sellers. The method increases logistical complexities, requiring sellers to 
manage cash transactions and bear the risk of order cancellations or refusals at the 
point of delivery (Kirana & Yunanto, 2023). Furthermore, COD transactions often lead to 
higher return rates, which can negatively impact sellers’ profitability and operational 
efficiency. The financial risks associated with COD necessitate a careful evaluation of 
its long-term viability as a dominant payment method in e-commerce. Therefore, this 
study seeks to analyze the influence of COD on consumer purchasing decisions, 
specifically within the context of Wamena, Indonesia, where e-commerce adoption is 
on the rise but where digital payment penetration remains limited. 

Prior research has examined various determinants influencing consumers' 
preference for COD, including perceived risk, convenience, and trust (Anjum & Chai, 
2020). Findings suggest that COD enhances consumer confidence by reducing the 
fear of financial fraud and ensuring that the product received aligns with expectations 
(Ariffin et al., 2018; Benamati & Serva, 2007; Brands & Van Wilsem, 2021; Hille et al., 2015; 
Srivastava et al., 2023). However, there remains limited empirical evidence on the 
extent to which COD directly influences consumer decision-making processes, 
particularly in emerging markets where economic and logistical factors play a 
significant role in shaping purchasing behavior. Understanding these dynamics is 
essential for policymakers and businesses aiming to foster a more robust digital 
economy. 

Existing studies highlight that COD is particularly popular among consumers with 
limited access to banking services or those who lack trust in electronic payment 
systems (Amofah & Chai, 2022; Armiani, 2022). In Indonesia, COD remains a prevalent 
payment option due to factors such as long shipping times, concerns over the 
reliability of sellers, and cultural preferences for cash transactions (Al-Adwan et al., 
2022; Azali, 2016; Lakeman et al., 2021; Lalu, 2024; Nurcahyo & Putra, 2021). The 
psychological assurance that COD provides—by allowing consumers to inspect 
products before payment—serves as a significant driver of its adoption (Yu et al., 
2020). Nevertheless, the long-term sustainability of COD as an e-commerce payment 
model remains a subject of debate, as businesses increasingly seek to encourage 
digital payment adoption for greater operational efficiency and reduced financial risk. 

Several studies have explored the role of marketing strategies in promoting COD 
as a viable payment method (Anjum & Chai, 2020; Brinson et al., 2011; Hamed & El-
Deeb, 2020; Khan et al., 2017). For instance, promotional campaigns that emphasize 
the security and convenience of COD have been found to positively influence 
consumer purchasing behavior (Anas, 2023). Additionally, trust-building mechanisms 
such as consumer reviews, return policies, and transparent seller ratings have been 
identified as crucial factors that can mitigate concerns associated with online 
transactions and potentially reduce reliance on COD (Rita & Ramos, 2022). These 
insights suggest that while COD remains a dominant payment method, alternative 
strategies could be employed to transition consumers toward digital payment 
solutions over time. 
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Despite the wealth of literature on e-commerce payment methods, a critical 
research gap exists in understanding the specific impact of COD on purchasing 
decisions in regions with unique socio-economic conditions, such as Wamena. While 
studies have established that COD enhances consumer trust and convenience (De 
Kerviler et al., 2016; Duarte et al., 2018; Gawor & Hoberg, 2019), few have quantified its 
influence on purchasing behavior in remote or developing areas where logistical and 
economic factors may further complicate consumer decision-making. This study 
seeks to bridge this gap by providing empirical evidence on the extent to which COD 
affects purchasing behavior in Wamena and identifying key factors that drive 
consumer preference for this payment method. 

Figure 1 

Five E-Commerce with the Most Visitors in Indonesia (January-December 2023)  

 

Source: Ahdiat (2024) 

Figure 2 

Online Shopping Platform Used by Respondents in Wamena 

 

Source: Author's preliminary survey. 
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The primary objective of this study is to examine the influence of COD on 
purchasing decisions among consumers in Wamena using Shopee as a case study. 
Shopee was most viewed online marketplace in Indonesia (Figure 1) and preliminary 
survey also indicated that it was used by most customers in Wamena (Figure 2). This 
research contributes to the existing literature by offering a contextualized analysis of 
COD adoption in an emerging market, highlighting both its benefits and challenges. 
The study also provides insights into the broader implications of COD for e-commerce 
development and payment strategies in regions where digital transaction adoption 
remains limited. By understanding the factors that influence COD preference, 
businesses can devise more effective strategies to enhance customer trust, improve 
payment systems, and ensure sustainable e-commerce growth.  

LITERATURE REVIEW 

Cash on Delivery (COD) 
Cash on Delivery (COD) is a widely used payment method in e-commerce, allowing 
consumers to pay for their purchases only upon delivery. This system has gained 
prominence, especially in developing economies, where trust in online payment 
methods remains a concern. COD reduces perceived risks associated with online 
transactions, such as fraud, unauthorized payments, and product quality 
discrepancies (Anjum & Chai, 2020). By enabling consumers to inspect their 
purchases before payment, COD provides a level of security that digital payment 
methods may lack (Tsary, 2023). 

Research indicates that the adoption of COD varies based on economic 
conditions, digital literacy, and banking infrastructure. In regions with limited access to 
banking services, COD becomes a preferred option as it does not require credit or 
debit cards (Amofah & Chai, 2022). Indonesia, for example, has a high COD usage rate 
due to trust issues with online payments and long delivery times that make upfront 
payments less attractive (Yu et al., 2020). Additionally, logistical inefficiencies and 
unreliable refund mechanisms contribute to consumer preference for COD as a more 
secure transaction method (Nazara et al., 2024). 

However, while COD benefits consumers, it poses operational challenges for 
businesses. High return rates, increased handling costs, and delayed revenue 
collection are common drawbacks (Kirana & Yunanto, 2023). Businesses need to 
adopt efficient cash management and fraud prevention strategies to mitigate 
financial risks associated with COD transactions (Purwandari et al., 2022). 

Purchasing Decision 
Purchasing decisions in e-commerce are influenced by multiple factors, including 
convenience, trust, perceived risk, and product pricing. Kotler & Armstrong (2018) 
outline the five stages of the purchasing decision-making process: problem 
recognition, information search, evaluation of alternatives, purchase decision, and 
post-purchase behavior. These stages are particularly relevant in e-commerce, where 
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consumers often rely on product descriptions, reviews, and payment options before 
making a purchase. 

Trust is one of the most significant determinants of online purchasing behavior. 
Consumers are more likely to buy from platforms that offer secure payment methods 
and reliable return policies (Isanawikrama et al., 2023). The presence of COD as a 
payment option increases trust, as consumers feel reassured that they can verify 
product quality before making a financial commitment (Rita & Ramos, 2022). 

Another critical factor is convenience. Consumers prefer payment methods that 
require minimal effort and provide ease of transaction (Anas, 2023). COD eliminates 
the need for complex digital payment processes, making it particularly attractive for 
first-time online shoppers and those unfamiliar with digital banking (Bhatti & Rehman, 
2020). Additionally, COD appeals to consumers who prefer cash transactions due to 
cultural and habitual factors, especially in regions where cash remains the dominant 
payment method. 

The Impact of COD on Purchasing Decisions 
Several studies highlight the significant impact of COD on consumer purchasing 
behavior. The primary reason for its influence is the reduction of perceived risks 
associated with online shopping. By allowing consumers to inspect products before 
payment, COD addresses concerns regarding fraud, product misrepresentation, and 
failed deliveries (Anjum & Chai, 2020). Consumers are more likely to purchase from e-
commerce platforms that offer COD, particularly in markets where trust in online 
transactions is still developing (Purwandari et al., 2022). 

A study by Yogatama et al. (2023) found that COD increases purchase intent by 
providing consumers with greater control over their financial transactions. The study 
also observed a higher rate of impulse buying among COD users, as the deferred 
payment option minimizes the psychological barrier associated with upfront 
payments (Yulianto et al., 2021). This indicates that COD not only influences rational 
purchasing decisions but also plays a role in triggering spontaneous purchases. 

Nonetheless, COD has inherent challenges. Businesses experience higher return 
and cancellation rates with COD orders, resulting in increased logistical costs and 
revenue losses (Kirana & Yunanto, 2023). Moreover, COD transactions require efficient 
cash-handling procedures and additional resources for delivery personnel, further 
complicating e-commerce operations (Dong & Jia, 2022). 

Research Gap and Hypothesis Development 
While existing literature establishes the importance of COD in e-commerce, there is a 
limited understanding of its specific impact on purchasing decisions in localized 
contexts, such as Wamena. Prior studies primarily focus on general e-commerce 
trends, neglecting the socio-economic and logistical factors that influence COD 
adoption in remote areas. Additionally, while COD is widely recognized as a trust-
enhancing mechanism, few studies quantify its exact effect on purchasing decisions 
in underdeveloped markets. 
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This study aims to address these gaps by examining the extent to which COD 
influences purchasing decisions in Wamena, Indonesia. By analyzing factors such as 
consumer trust, accessibility, and delivery logistics, this research seeks to provide 
empirical evidence on the role of COD in shaping purchasing behavior. The findings 
will contribute to the broader discourse on e-commerce payment strategies and offer 
practical insights for businesses and policymakers in emerging markets. 

Based on the literature review, the study formulates the following hypotheses: 

Ha: COD positively and significantly influences purchasing decisions. 

Ho: COD does not have a significant impact on purchasing decisions. 

METHOD 

Research Design 
This study employs a mixed-methods approach, integrating both quantitative and 
qualitative research methods to provide a comprehensive analysis of the impact of 
Cash on Delivery (COD) on purchasing decisions. The quantitative component 
involves statistical analysis of survey data, while the qualitative aspect includes in-
depth interviews with selected respondents to gain deeper insights into consumer 
motivations and perceptions. The mixed-methods approach ensures a robust and 
nuanced understanding of the research problem, addressing both numerical trends 
and behavioral rationales. 

Population and Sampling Technique 
The population for this study consists of e-commerce consumers in Wamena who 
have utilized COD as a payment method. A simple random sampling technique is 
used to ensure a representative sample, eliminating biases and allowing for 
generalizability of the findings. The sample size is determined using the Lemeshow 
formula, ensuring statistical validity. A total of 100 respondents are selected to 
participate in the study, providing an adequate dataset for meaningful analysis. 

Data Collection Methods 
Primary data is collected through a structured questionnaire distributed via Google 
Forms. The questionnaire consists of 18 statements measured using a Likert scale, 
capturing key aspects such as ease of use, trust, and perceived security of COD 
transactions. Additionally, unstructured interviews are conducted with three 
respondents to validate and enrich the quantitative findings. The combination of 
structured surveys and open-ended interviews allows for a triangulated approach, 
enhancing the reliability and validity of the research. 

Measurement of Variables 
The study examines two primary variables: COD as the independent variable and 
purchasing decision as the dependent variable. COD is measured using three key 
indicators: convenience, security, and trust. The purchasing decision is evaluated 
through the framework proposed by Kotler & Armstrong (2018), which includes 
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problem recognition, information search, evaluation of alternatives, purchase 
decision, and post-purchase behavior. The use of established measurement criteria 
ensures consistency and comparability with prior research. 

Data Analysis Techniques 
The collected data is analyzed using SPSS version 28.0. The analysis includes: 

• Validity and Reliability Tests: To assess the accuracy and consistency of the 
measurement instruments, the study employs Cronbach’s alpha for 
reliability and correlation coefficients for validity. 

• Correlation Analysis: To examine the strength and direction of the 
relationship between COD and purchasing decisions. 

• Regression Analysis: To determine the predictive power of COD on 
purchasing behavior, using a linear regression model. 

• t-Test Analysis: To test the statistical significance of COD’s impact on 
purchasing decisions. 

• Coefficient of Determination (R²): To quantify the proportion of variance in 
purchasing decisions explained by COD. 

Ethical Considerations 
Ethical guidelines are strictly followed throughout the research process. Informed 
consent is obtained from all respondents before participation, ensuring their voluntary 
involvement. Data confidentiality is maintained, and participants have the right to 
withdraw at any stage. The study adheres to institutional ethical standards for 
research involving human participants. 

RESULTS 

Demographic Profile of Respondents 
The study surveyed 100 respondents who use e-commerce platforms and prefer the 
Cash on Delivery (COD) payment method in Wamena. The demographic profile of 
respondents included key variables such as age, gender, income level, and 
occupation. The majority of respondents (56%) were between the ages of 21 and 25, 
indicating that younger consumers are more inclined to use e-commerce. Female 
respondents comprised 56% of the sample, while males accounted for 44%, 
suggesting a relatively balanced gender distribution in COD users. Income levels 
varied, with 33% earning below IDR 1,000,000 per month, while 29% fell within the IDR 
2,100,000–3,000,000 range. The most common occupations were private-sector 
employees (36%) and university students (33%), reflecting the primary demographic 
of e-commerce users in the region. 

 

 

 

 



COD payments purchasing decisions in Wamena               917 

Table 1 

Demographic Profile of Respondents 

Demographic Variable Category Number of Respondents Percentage 
Age < 20 years 12 12%  

21–25 years 56 56%  
26–30 years 17 17%  
31–35 years 8 8%  
36–40 years 6 6%  
> 40 years 1 1% 

Gender Male 44 44%  
Female 56 56% 

Income Level < IDR 1,000,000 33 33%  
IDR 1,000,000–2,000,000 10 10%  
IDR 2,100,000–3,000,000 29 29%  
IDR 3,100,000–4,000,000 19 19%  
IDR 4,100,000–5,000,000 1 1%  
> IDR 5,000,000 8 8% 

Occupation Private-sector employee 36 36%  
University student 33 33%  
Entrepreneur 12 12%  
Government employee 12 12%  
Lecturer 4 4%  
Unemployed 3 3% 

Source: Primary data. Authors’ estimation. 

Descriptive Statistics 
Descriptive analysis was conducted to summarize the key characteristics of COD 
adoption and purchasing decisions. The mean scores for COD-related variables 
(convenience, trust, and security) were relatively high, indicating that respondents 
perceive COD as a reliable payment method. Respondents rated trust as the most 
significant factor influencing their choice of COD (mean = 4.21, SD = 0.76), followed by 
convenience (mean = 4.05, SD = 0.81) and security (mean = 3.89, SD = 0.85). 

For purchasing decisions, respondents demonstrated a high level of engagement 
in the e-commerce buying process. The average score for problem recognition 
(mean = 4.15, SD = 0.79) suggested that respondents actively identify their needs 
before purchasing. Information search scored a mean of 4.02 (SD = 0.82), highlighting 
the role of product research. The lowest-scoring aspect was post-purchase behavior 
(mean = 3.72, SD = 0.88), indicating that follow-up engagement such as reviews and 
repeat purchases were less frequent. 

Correlation Analysis 
To assess the relationship between COD and purchasing decisions, a Pearson 
correlation analysis was conducted. The results revealed a strong positive correlation 
(r = 0.701, p < 0.01) between COD and purchasing decisions, suggesting that as the 
perceived benefits of COD increase, so does the likelihood of making a purchase. Each 
sub-variable of COD (trust, convenience, and security) also demonstrated a positive 
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correlation with purchasing decisions. Trust exhibited the strongest correlation (r = 
0.658, p < 0.01), followed by convenience (r = 0.603, p < 0.01) and security (r = 0.578, p < 
0.01). These findings support the notion that COD fosters consumer confidence in 
online shopping, thereby enhancing purchasing behavior. 

Regression Analysis 
A linear regression analysis was conducted to evaluate the predictive power of COD 
on purchasing decisions. The model was statistically significant (F = 47.892, p < 0.001), 
explaining 49.2% of the variance in purchasing decisions (R² = 0.492). The regression 
equation can be expressed as follows: 

Y = 10.328 + 0.644X 

where Y represents purchasing decisions and X represents COD. The coefficient 
(0.644) indicates that a one-unit increase in COD perception leads to a 64.4% 
increase in purchasing decisions, confirming the positive influence of COD. 

Each COD sub-variable was further analyzed: 
• Trust (β = 0.489, p < 0.001): The most significant predictor, demonstrating the 

crucial role of consumer confidence in product and transaction security. 
• Convenience (β = 0.403, p < 0.001): A key determinant, emphasizing the role 

of accessibility and ease of use. 
• Security (β = 0.367, p < 0.01): While significant, it had the lowest impact 

among the three factors, indicating that while security matters, it is 
secondary to trust and convenience. 

These results indicate that COD significantly influences purchasing decisions, 
primarily through trust and convenience, supporting the alternative hypothesis (Ha). 

Hypothesis Testing 
The results of hypothesis testing confirm that COD has a significant impact on 
purchasing decisions. The t-test results indicate that the relationship between COD 
and purchasing decisions is statistically significant (t = 9.735, p < 0.001). Given that the 
calculated t-value exceeds the critical t-value (1.984), the null hypothesis (Ho) is 
rejected, supporting the assertion that COD positively and significantly influences 
purchasing decisions. 

Qualitative Insights from Interviews 
To supplement quantitative findings, qualitative data from unstructured interviews 
were analyzed. Three respondents provided insights into why they prefer COD. The 
most commonly cited reason was the long shipping time from Java to Papua, which 
can take a minimum of seven days. COD allows consumers to delay payment until 
they physically receive the product, reducing the risk of financial loss due to failed 
deliveries. Respondents also noted that COD helps control spending, as they can 
evaluate the necessity of the product upon delivery rather than making impulsive 
prepaid purchases. 
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Additionally, respondents expressed concerns about fraudulent sellers and 
defective products, reinforcing the importance of trust in e-commerce transactions. 
While some acknowledged the drawbacks of COD, such as additional shipping fees 
and potential payment disputes with couriers, they still preferred it over digital 
payments due to its perceived reliability. 

DISCUSSION 

The Role of Cash on Delivery in E-Commerce 
The findings of this study reinforce the crucial role that Cash on Delivery (COD) plays 
in influencing consumer purchasing decisions, particularly in regions with limited 
digital payment adoption. COD has emerged as a preferred payment method due to 
its ability to mitigate financial risk, enhance trust, and offer convenience to consumers. 
These findings align with previous research, which has established that COD adoption 
is largely driven by consumer confidence in product quality and transaction security 
(Anjum & Chai, 2020). 

The high correlation between COD and purchasing decisions (r = 0.701, p < 0.01) 
suggests that COD significantly influences consumer behavior. This result is consistent 
with prior studies indicating that consumers tend to favor payment methods that 
allow them to inspect products before making financial commitments (Tsary, 2023). 
The preference for COD is especially pronounced in developing markets where 
consumers remain skeptical of online payment security and product authenticity 
(Amofah & Chai, 2022). The strong relationship between COD and purchasing 
behavior highlights the importance of maintaining flexible payment options in e-
commerce business models. 

Trust as the Primary Driver of COD Adoption 
Among the key components of COD, trust emerged as the most significant predictor 
of purchasing decisions, exhibiting the highest correlation (r = 0.658, p < 0.01). The 
study's regression analysis further confirmed trust’s substantial impact, with a beta 
coefficient of 0.489 (p < 0.001). These findings reinforce existing literature that 
emphasizes the pivotal role of trust in online transactions (Isanawikrama et al., 2023). 

Consumers who lack confidence in online sellers are more likely to opt for COD as 
a means of ensuring that their purchases meet expectations before payment. This 
behavior is particularly relevant in markets where fraudulent activities, poor-quality 
goods, and unreliable refund policies are common concerns (Rita & Ramos, 2022). The 
qualitative data also supported this claim, as respondents frequently cited concerns 
about product authenticity and non-delivery as primary reasons for choosing COD. 
These insights suggest that businesses seeking to reduce their reliance on COD should 
focus on improving consumer trust through transparent policies, robust refund 
mechanisms, and reliable customer service. 
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Convenience and Consumer Preferences 
The study also revealed that convenience is a major factor influencing COD adoption, 
with a significant correlation to purchasing decisions (r = 0.603, p < 0.01). The 
regression analysis confirmed convenience as a strong predictor (β = 0.403, p < 0.001), 
indicating that ease of transaction plays a crucial role in shaping consumer behavior. 
This aligns with research by Bhatti & Rehman (2020), who found that payment 
simplicity is a key determinant of online shopping preferences. 

For many consumers, particularly those in remote areas or with limited access to 
digital banking, COD provides an accessible and user-friendly payment alternative. 
The study’s qualitative findings highlight that consumers appreciate the ability to 
finalize transactions without engaging in complex online payment procedures. These 
results suggest that while digital payment adoption is increasing, COD remains an 
essential option for consumers who prioritize transactional ease over technological 
advancements. 

Security Considerations in COD Transactions 
Although security was found to be a significant factor influencing COD adoption (r = 
0.578, p < 0.01), its impact was lower compared to trust and convenience. The 
regression results indicated a beta coefficient of 0.367 (p < 0.01), highlighting security’s 
relative importance. These findings align with prior studies suggesting that while 
security concerns influence consumer behavior, they are often secondary to trust and 
convenience (Purwandari et al., 2022). 

The qualitative insights further reinforced this point, as respondents expressed 
concerns about issues such as delayed deliveries, lost packages, and potential 
financial disputes with couriers. Despite these concerns, the ability to inspect products 
before payment generally outweighed apprehensions about security. Businesses can 
address security-related issues by strengthening logistics infrastructure, improving 
tracking mechanisms, and ensuring reliable delivery services to enhance consumer 
confidence in COD transactions. 

Challenges Associated with COD for Businesses 
While COD offers several advantages for consumers, it presents challenges for e-
commerce businesses. The study’s findings indicate that COD contributes to higher 
return rates, increased operational costs, and cash flow management difficulties. 
Research by Kirana & Yunanto (2023) supports these conclusions, noting that COD 
transactions often lead to logistical inefficiencies, delayed revenue collection, and 
added financial risk. 

A major drawback of COD is the high rate of order cancellations, which negatively 
impacts sellers. Consumers who do not commit upfront to a purchase may reconsider 
their buying decisions before delivery, leading to financial losses for businesses. The 
study’s qualitative interviews highlighted that some consumers use COD as a means 
of evaluating products without a firm commitment to purchasing, which can increase 
return rates. To mitigate this issue, businesses could implement stricter COD policies, 
such as requiring partial deposits or limiting COD availability for high-risk transactions. 
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Additionally, businesses must allocate additional resources for handling COD 
payments, including training delivery personnel to manage cash transactions and 
ensuring secure handling of funds. These logistical challenges necessitate operational 
adjustments, particularly for small and medium enterprises that may lack the 
infrastructure to efficiently process COD orders (Dong & Jia, 2022). As digital payment 
adoption grows, businesses may benefit from promoting alternative payment 
methods while maintaining COD as an option for hesitant consumers. 

COD in the Context of Islamic Law 
From an Islamic perspective, COD aligns with Sharia principles regarding 
transparency and fairness in trade. Islamic law emphasizes that transactions should 
be free from elements of uncertainty (gharar) and fraud, ensuring that both parties—
buyers and sellers—engage in ethical and just trade practices. COD supports this 
principle by allowing consumers to inspect goods before making payments, reducing 
the risk of deceptive transactions (Nahlah et al., 2022). 

Furthermore, COD aligns with the Islamic contract of bay’ al-salam, in which 
payment is made upon the delivery of goods, provided there is mutual consent 
between the parties. This ensures that consumers receive what they have agreed to 
purchase before committing financially, which helps protect their rights (Tsary, 2023). 
However, challenges such as late payments and refusal to accept deliveries may lead 
to potential ethical concerns under Islamic law, necessitating the implementation of 
clear and fair return policies. 

Businesses operating within an Islamic framework should ensure that COD 
transactions maintain transparency, adhere to contractual obligations, and minimize 
any unfair financial burdens on sellers. This can be achieved by establishing clear 
guidelines on product returns, enforcing fair pricing structures, and ensuring 
accountability in the delivery process. Future research could explore the role of Islamic 
financial regulations in further optimizing COD transactions for Muslim consumers. 

CONCLUSION 

This study confirms that COD significantly influences purchasing decisions, with trust 
and convenience emerging as the primary driving factors. Trust plays a crucial role in 
reducing consumer uncertainty, making COD an appealing option for buyers who 
prioritize security and reliability. Convenience also significantly affects purchasing 
decisions, as COD provides consumers with an accessible payment alternative, 
particularly in regions with limited access to digital banking. Although security 
concerns exist, they are secondary to trust and ease of transaction. 

Despite its advantages, COD presents operational challenges for businesses, 
including high return rates, logistical inefficiencies, and revenue delays. Companies 
must adopt strategic policies to manage these challenges while maintaining COD as 
an option for consumers who depend on it. Hybrid payment strategies, improved 
seller transparency, and enhanced customer trust initiatives can help mitigate the 
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negative aspects of COD and encourage greater adoption of digital payment 
methods. 

This research contributes to the broader discourse on e-commerce payment 
methods by offering empirical insights into COD’s role in consumer decision-making. 
The findings provide valuable implications for businesses and policymakers aiming to 
optimize payment strategies while ensuring a seamless and secure shopping 
experience. 

Limitations of the Study 
While this study provides valuable insights into the impact of COD on purchasing 
decisions, it has several limitations. The sample size, though representative, is 
geographically limited to Wamena, which may not fully capture the purchasing 
behaviors of consumers in other regions. Future research should consider a broader 
geographic scope to enhance the generalizability of findings. 

Additionally, the study relies on self-reported data, which may introduce biases 
such as social desirability bias or recall bias. Future research could incorporate 
observational methods or transaction data analysis to validate consumer responses. 
Moreover, this study primarily examines COD from the consumer perspective; further 
research should explore business-side challenges and strategies to balance COD with 
operational efficiency. 

Recommendations for Future Research 
Given the evolving landscape of digital payments, future research should explore the 
gradual transition from COD to digital payment alternatives. Studies examining 
consumer attitudes toward hybrid payment systems, such as partial COD with digital 
deposits, could provide valuable insights into payment model innovation. 

Future research could also investigate the role of government policies and 
financial literacy programs in influencing payment preferences. Understanding how 
regulatory frameworks and financial education impact COD adoption could guide 
policymakers in promoting secure and inclusive e-commerce ecosystems. 

Additionally, examining the impact of technological advancements, such as 
blockchain-based payment verification or AI-driven fraud prevention, could offer 
solutions to address the challenges associated with COD transactions. Exploring 
cultural and psychological factors that drive COD preferences in various regions 
would further enrich the understanding of consumer behavior in digital commerce. 
This study confirms that COD significantly influences purchasing decisions, with trust 
and convenience emerging as the primary driving factors. While security concerns 
also play a role, they are secondary to consumer confidence and transactional ease. 
The findings suggest that while COD remains a crucial payment option, businesses 
should seek to enhance consumer trust in digital payments to reduce dependency on 
COD. 

The challenges associated with COD, including high return rates and operational 
inefficiencies, highlight the need for strategic policy implementation. Businesses can 
benefit from adopting hybrid payment strategies that maintain COD availability while 
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incentivizing digital payment usage. Policymakers and e-commerce platforms should 
focus on enhancing transaction security, improving logistics, and educating 
consumers to foster a more efficient and secure online shopping environment. 

Overall, this research contributes to the understanding of COD’s role in e-
commerce and provides actionable insights for businesses and policymakers 
navigating the evolving digital marketplace.  
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