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Abstract

This study examines the implementation of the Cash on Delivery (COD) payment
method on the Shopee e-commerce platform, particularly in cosmetic product
transactions within the regencies of Banjarnegara, Batang, and Wonosobo in
Indonesia. Using a qualitative descriptive approach, the research explores how COD
is applied operationally, identifies its strengths and weaknesses, analyzes consumer
perceptions, and investigates the resulting implications for sellers and couriers. Data
were gathered through in-depth interviews with twelve informants consisting of six
consumers, two sellers, and four couriers directly involved in COD transactions for
cosmetic products. Data analysis adopted the interactive model proposed by Miles,
Huberman, and Saldana (2014), including data reduction, data display, and conclusion
drawing. The findings reveal that COD plays an essential role in increasing transaction
accessibility for consumers lacking digital financial infrastructure, while also fostering
trust and reducing perceived risks in online shopping. However, COD presents
significant operational challenges for sellers and couriers, including increased risks of
unilateral cancellations, product returns, and logistical inefficiencies. The study
concludes that while COD serves as a crucial payment alternative for consumers in
non-urban regions, it requires enhanced regulatory frameworks, seller protection
mechanisms, and courier support systems to ensure sustainable e-commerce
operations. This research contributes novel insights by presenting a multi-stakeholder
qualitative evaluation, focusing on the high-risk cosmetic product category, and
analyzing COD in regions with low digital financial penetration. This study addresses
three visible gaps in the literature. First, this study incorporates the viewpoints of
consumers, sellers, and couriers using a qualitative approach. Second, this study is
focuses on cosmetic products. Third, limited attention has been given to COD
implementation in non-urban contexts with low digital payment adoption rates.
Keywords: Cash on Delivery, E-commerce, Cosmetic Products, Consumer Trust,
Online Shopping.

INTRODUCTION

Digital transformation has reshaped the global commercial landscape, especially with the rapid
development of e-commerce platforms that have revolutionized consumer purchasing behavior. In
Indonesia, the proliferation of online marketplaces such as Shopee, Tokopedia, and Lazada has
dramatically expanded the accessibility of digital commerce across urban and rural areas. These
platforms offer various payment methods designed to accommodate diverse consumer preferences and

levels of digital financial literacy. Among these, the Cash on Delivery (COD) payment method remains
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highly preferred by consumers who are hesitant to adopt digital payment systems. Factors such as trust
issues, limited access to banking facilities, and concerns about product authenticity make COD an
appealing option in developing regions. Because COD allows buyers to pay after receiving the goods
and minimizes the risk of uncertain online transactions. (Nasution, 2025)

Cosmetic products constitute one of the most purchased categories on Shopee, driven by the
increasing interest in skincare, makeup, and beauty enhancement products across various
demographic segments. Such products often carry higher perceived risks due to concerns about
authenticity, product safety, and suitability for personal use. Consumers purchasing cosmetics online
frequently express worry about receiving counterfeit, expired, or misrepresented products. In this
context, COD offers a sense of security because it allows consumers to inspect the product upon
delivery before making payment.

However, despite its benefits, COD introduces several challenges for consumers, sellers, and
couriers. Consumers sometimes engage in uncommitted purchasing behavior, such as canceling or
refusing orders at the point of delivery without valid reasons. Sellers bear the financial burden of logistics
costs associated with returns and order cancellations, which cannot be reclaimed from the consumers.
Sellers may also suffer performance downgrades on Shopee’s rating system due to canceled
transactions. For couriers, COD brings additional responsibilities such as collecting cash payments,
managing product returns, resolving disputes with customers, and dealing with uncooperative buyers—
tasks that significantly increase their workload and stress levels.

The importance of understanding the implementation of COD is amplified in non-urban regions
such as Banjarnegara, Batang, and Wonosobo, where digital financial inclusion is relatively low. Many
residents in these areas lack access to banks, ATMs, or digital wallets, making COD the most viable
mode of payment for e-commerce transactions. Previous studies on COD have primarily focused on
quantitative approaches that measure the influence of COD on consumer purchase decisions or
compare COD with digital payment methods. However, limited research has examined COD from the
perspectives of multiple stakeholders, especially concerning high-risk product categories such as
cosmetics.

This study aims to fill this research gap by conducting an in-depth qualitative analysis focusing
on: (1) the implementation process of COD in cosmetic product transactions; (2) the strengths and
weaknesses of COD for consumers, sellers, and couriers; (3) consumer perceptions and trust in COD
as a payment method; and (4) the operational implications of COD for sellers and couriers. The study
further highlights the challenges faced by each stakeholder, thereby providing meaningful insights for

policymakers, e-commerce platforms, and logistics companies.

LITERATURE REVIEW

Cash on Delivery (COD) is a payment mechanism in which buyers pay for their orders only when
the products are physically delivered to them. Serfiyani (2013) explains that COD allows a mutually
agreed transaction where payment is executed at the delivery location rather than during the purchase
moment. Historically, the COD system was used extensively in traditional commerce, especially in

catalog-based retailing and postal deliveries. In the digital era, COD has been reintroduced within e-
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commerce to address a range of consumer concerns, including distrust toward digital payments,
uncertainty about product authenticity, and fear of online fraud.

Recent studies highlight that COD functions as a trust-building mechanism for risk-averse
consumers (Gao & Waechter, 2017). Particularly in emerging economies, COD continues to be a
dominant payment method because it aligns with cultural preferences for physical verification and
tangible transaction processes (Hsu et al., 2021). COD also expands e-commerce participation among
unbanked or underbanked populations, effectively bridging financial inclusion gaps (Ofori et al., 2022).
In Indonesia, COD adoption is closely linked to low national digital literacy and incomplete coverage of
digital financial infrastructure, making COD an essential mechanism for enabling inclusive online
commerce.

However, COD carries operational risks for sellers and couriers, such as high cancellation rates
and increased logistics burdens. E-commerce platforms face challenges in managing COD disputes,
failed deliveries, and return logistics, which often incur additional costs (Akram et al., 2021). Despite
these challenges, COD remains a critical payment method in developing countries where cash remains
the predominant transaction medium.

E-Commerce and Payment Trust

E-commerce refers to the integration of technological platforms for conducting product
purchases, order processing, logistics, and customer service electronically (Yuswan, 2018). Trust is a
core component influencing the level of engagement and purchasing behavior in online marketplaces.
Kotler and Keller (2016) argue that consumer trust in e-commerce emerges from consistent perceptions
of platform reliability, data security, transparent communication, and secure payment options.

Trust in payment systems becomes particularly crucial in markets where digital fraud and
cybersecurity issues are common. According to Pavlou (2003), trust reduces uncertainty and
encourages consumers to engage in transactions that involve high information asymmetry. Payment
trust encompasses customers’ belief that the payment channel protects sensitive personal and financial
data. COD provides an alternative path to trust by eliminating immediate financial exposure, especially
for first-time shoppers or those with limited familiarity with online retail platforms.

More recent studies point out that payment trust correlates directly with platform credibility,
vendor reputation, and the perceived fairness of dispute resolution processes (Liébana-Cabanillas et
al., 2021). In developing countries, lack of trust in digital payment systems is one of the primary barriers
to e-commerce adoption (Chong, 2020). For Indonesian consumers who have experienced issues with
counterfeit products or misleading online advertisements, COD is perceived as a safer and more
controllable payment method.

Perceived Risk in Online Shopping

Perceived risk encompasses multiple dimensions of uncertainty that consumers associate with
purchasing online. Schiffman and Kanuk (2010) defined perceived risk as a consumer’s subjective belief
about potential negative outcomes, which may include financial loss, product dissatisfaction,
psychological discomfort, or logistical failure. In e-commerce, perceived risk becomes heightened due
to the inability to physically inspect goods, concerns over payment security, and uncertainty about

product authenticity.
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Contemporary studies classify perceived risks into six categories: financial, product, privacy,
psychological, time, and delivery risk (Featherman & Pavlou, 2003; Bhatnagar et al., 2018). Cosmetic
products in particular carry high perceived product risk due to concerns about authenticity, safety, and
compatibility with the user's skin type. The COD method reduces financial and product risk because
payment is deferred until the product is delivered and inspected. This aligns with findings by Yeo et al.
(2017), who demonstrated that COD lowers perceived risk in emerging markets by allowing consumers
to verify product quality.

Perceived risk also influences customer loyalty, repurchase intention, and satisfaction with the
overall shopping experience. Rahman et al. (2021) found that consumers are more likely to adopt COD
in regions with high levels of digital distrust and low cybersecurity awareness. This underscores COD
as not only a payment method but also a risk mitigation tool that shapes consumer psychology.
Previous Studies on COD

A substantial number of studies have examined the role of COD within the context of online
purchasing behavior. Shafa and Hariyanto (2020) reported that payment methods, including COD,
significantly shape online purchase decisions, particularly through their role in risk mitigation. Similarly,
Setiawan (2021) highlighted COD as an influential determinant among students who prefer low-risk
payment systems. Simatupang et al. (2023) also confirmed COD'’s positive influence on purchase
decisions in several Indonesian regions.

Hamdi et al. (2024) noted that although COD positively affects purchasing decisions, its influence
is often overshadowed by promotional mechanisms such as flash sales and free shipping, which provide
immediate economic incentives. Patralia et al. (2024) demonstrated that Gen Z consumers prefer COD
due to its flexibility and lower perceived risk.

International research adds depth to these findings. Yeo et al. (2017) emphasized that COD
reduces financial risk and builds trust in digital commerce. Lim et al. (2016) argued that payment trust
significantly affects online purchase intentions, and Rahman et al. (2021) identified that COD tends to
be more prevalent in areas with limited access to digital finance.

Additional studies highlight that COD is strongly associated with:
1
2
3
4

Trust in logistics services (Khan et al., 2020),
Cultural preferences for cash (Musa et al., 2022),

(1)
(2)
(3) Low familiarity with digital payments (Sivathanu, 2019)
(4) The need for quality assurance in visually sensitive product categories such as cosmetics (Jain &
Kulhar, 2023).

Collectively, these studies reinforce that COD remains relevant in contexts where distrust, risk
aversion, and infrastructure gaps persist.
Research Gaps and Novelty

This study addresses three visible gaps in the literature. First, previous research focuses mainly

on consumers using quantitative approaches; whereas this study incorporates the viewpoints of
consumers, sellers, and couriers using a qualitative approach. Second, few studies focus specifically

on cosmetic products, which carry high levels of perceived risk and thus rely heavily on trust-building
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payment methods like COD. Third, limited attention has been given to COD implementation in non-

urban contexts with low digital payment adoption rates.

RESEARCH METHOD
This study employs a qualitative descriptive approach to gain a deep understanding of the

implementation of COD in cosmetic product transactions on Shopee.
Research Setting and Participants

The research was conducted in three regencies: Banjarnegara, Batang, and Wonosobo. A total
of twelve informants were selected purposively based on their experience in using the cash on delivery
payment method in the last six month, with a minimum of two transactions: six consumers, two sellers,
and four couriers. The sample includes variations in age, occupation, gender, and frequency of online
shopping transactions.
Data Collection

Data were collected using semi-structured in-depth interviews that allowed participants to share
detailed experiences and perceptions. Interviews were conducted face-to-face and through video calls,
depending on the availability of participants. Each interview lasted between 30 and 60 minutes.
Documentation such as screenshots, receipts, and product return notes were also collected to support
and validate the interview results.
Data Analysis

Data analysis used the Miles, Huberman, and Saldana (2014) interactive model, which consists
of three stages:
(1) Data reduction, involving the coding, categorization, and summarization of interview transcripts;
(2) Data display, in which findings were organized in narrative and thematic forms;
(3) Conclusion drawing, where emerging patterns were interpreted to develop final findings.
Validity and Reliability

Data credibility was ensured through source triangulation by comparing information across
consumers, sellers, and couriers. Member checking was used to verify interpretations with participants,

and prolonged engagement ensured data richness.

RESULTS AND DISCUSSION
Implementation of COD in Cosmetic Purchases on Shopee

The findings reveal that COD is widely used among consumers in Banjarnegara, Batang, and
Wonosobo, especially among individuals with limited access to banking services or e-wallet
applications. Many consumers consider COD to be the most practical option because it requires no
digital literacy and allows them to confirm the product’s condition before making a payment. Consumers
interviewed expressed that COD protects them from product fraud, particularly important in the cosmetic
category where product authenticity and safety are major concerns. “Yes, | think COD can reduce the
risk of fraud or non — conforming goods.” (Consumer informant AR)

From a seller’s perspective, COD implementation follows Shopee’s default procedures where

sellers activate COD as an available payment option. Sellers noted that cosmetic products sent via
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COD are usually packaged more securely to prevent misunderstandings or claims of product damage.
However, sellers also revealed that COD increases transaction risks because consumers can easily
cancel upon delivery.

Couriers explained that COD requires additional steps, including cash handling, reporting
payment flows to the logistics company, and dealing with potential order refusals. They often face
challenging interactions with customers who claim that the product does not match expectations,
despite having no prior communication with sellers.

The results of this study are in line with Chong et al (2020) who explained that trust is an important
factor in the adoption of e-commerce in developing countries.

Strengths and Weaknesses of COD
Strengths for Consumers

Consumers value COD primarily for security and inspection flexibility. Cosmetic items, which may
include skincare, makeup, and personal care products, require careful evaluation of texture, color,
packaging, and authenticity markers. Many consumers indicated they would not buy cosmetics online
without the option to inspect them at delivery. COD also allows consumers with unstable financial
conditions to manage their spending, as they only pay when the item is physically in hand.

Strengths for Sellers

Sellers acknowledged that offering COD increases sales volume because many buyers filter
product searches based on COD availability. Shopee’s algorithm also tends to increase visibility for
stores offering COD, indirectly improving store performance metrics. For cosmetics sellers, COD helps
build trust and attract first-time customers.

Strengths for Couriers

Couriers reported that COD increases package delivery volumes, which can translate into higher
delivery-based incentives or commissions, depending on the logistics company. However, the financial
benefits are often overshadowed by operational burdens.

Weaknesses for Consumers

Some consumers experienced inconvenience due to the need to be physically present during
delivery. Delays, courier availability constraints, and miscommunications also disrupt the convenience
of COD.

Weaknesses for Sellers

Unilateral cancellations were the most frequent issue. Sellers reported that consumers often

cancel orders for reasons such as:

(1) insufficient funds at delivery time,

(2
(3
(

4) confusion about product specifications.

)
) changed preferences,
) dissatisfaction without proper evaluation, and
)

Sellers lose money on logistics costs, return shipping fees, and damaged packaging.
Weaknesses for Couriers
Couriers face additional work pressures, including collecting cash, providing change, managing

returns, and engaging with difficult customers. Failed COD deliveries result in financial losses because
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couriers often must pay for return transportation fees upfront before being reimbursed—sometimes

weeks later.
Table 1
Thematic findings of strengths and weaknesses of COD
Informants Strengths of COD Weaknesses of COD
Consumers | Sense of security and trust Delays
Sellers Increase sales volume Risk of returns and cancellations
Couriers Increase the volume of package delivery Additional workload

Consumer Perception Toward COD

Consumer perception toward COD is overwhelmingly positive. The findings indicate that trust is
the core psychological factor influencing COD use, consistent with Kotler and Keller (2016). Consumers
perceive COD as a risk-reducing mechanism in online shopping. Interview data showed that consumers
prefer COD especially when trying new products or unfamiliar brands. In cosmetic purchases,
consumers prioritize product authenticity; COD enables them to visually check the packaging,
holograms, batch numbers, and expiration dates. “highly secure for cosmetic products that are prone
to damage.” (Consumer informant RK)

Interestingly, several consumers indicated they would shift to digital payments only if Shopee
provided stronger return guarantees or if cosmetic authenticity could be confirmed digitally. This reflects
a deeper behavioral pattern in rural areas, where long-standing distrust in digital systems persists.
Operational Impact on Sellers and Couriers

For sellers, COD expands market reach into rural or suburban regions where digital payment
penetration is low. Sellers of cosmetic products reported higher conversion rates when offering COD.
However, return rates for COD transactions were significantly higher than for digital payments. Sellers
estimated that up to 15-25% of COD transactions result in cancellations or returns, leading to financial
losses. Such a high return rate is particularly problematic for cosmetic products, which cannot always
be resold due to hygiene considerations.

For couriers, COD increases operational complexity. They must manage cash handling, update
transaction systems manually, negotiate with customers who display uncooperative behavior, and
physically transport returned goods. Couriers reported experiencing emotional stress when dealing with
customers who refuse orders without remorse. Some couriers stated that difficult COD experiences led

them to prefer delivering prepaid orders.

CONCLUSION

This study concludes that the COD payment method remains a vital and trusted payment
mechanism for cosmetic product transactions on Shopee, especially in regions with limited access to
digital financial infrastructure. COD enhances consumers’ sense of security, supports financial
inclusivity, and increases buyer confidence in purchasing high-risk products such as cosmetics.
However, COD presents substantial challenges for sellers and couriers, including financial losses due

to cancellations and increased operational burdens.
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The study highlights the need for greater platform-level support from Shopee, such as stricter
cancellation policies, strengthened seller protection programs, and improved courier support systems.
Consumer education on responsible COD behavior is also essential. The findings suggest that while
COD will remain relevant in rural areas, long-term sustainability requires improvements in digital literacy
and risk management strategies.

Further study is recommended to use a multi — case qualitative approach across various e —

commerce platforms to increase the transferability of research findings.
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