
 

 

 

ANSWERS TO PAYMENTS QUESTIONS 

 

1. Do you think that multifactor security methods could help 

to encourage the credit card companies to begin allowing 

Latin customers to be able to purchase online with their 

credit cards? 

Fernando: If by multifactor security method you mean adding 3-D secure (e.g. 

Verified by Visa or Mastercard Secure Code) as part of the checkout, they 



definitely help credit card companies and payment platforms mitigate fraud risks. 

However, this added security reduces de conversion in the checkout funnel. By 

adding 3-D secure, customers typically do not know that they need to call their 

bank and register to get their VbV or MSC and as such, once they reach to this 

point and they do not know what their code is, they typically abandon the checkout 

and the eCommerce loses on this potential sale. There is a fine line between how 

much security you include in your platform that does not minimize your 

conversion rate. 

 

2. Could you please explain how the cash-on delivery works 

in detail, and do you think this strategy is applicable for 

online businesses across-sectors in Latin America? What has 

your experience been with this option/feature in Colombia 

specifically? 

Lindsay: When a customer selects cash on delivery on the checkout page of a 

website, this signals to the merchant to prepare the order and shipment. Merchants 

work with a variety of local logistics players to make the delivery, and the payment 

is made in cash or via wireless POS (much less common). Cash on delivery works 

well in markets in beginning stages of development, when consumers are skeptical 

about e-commerce and want to make a no-risk transaction. In Ecuador, about 50% 

of all retail e-commerce is cash on delivery. In Peru, about 10%. It works less well 

in more developed markets where credit card and other online payments are 

working decently well, and merchants don’t want to take the risk of cash on 

delivery, such as in the case of Brazil and Chile. 

Fernando: Several eCommerce companies in Latin America require to offer cash 

on delivery (COD) if they want to be able to reach the vast majority of the (cash-

based) population. For example, countries such as Mexico, Colombia and Chile 

have low credit card penetration (~20%). These eCommerce companies need to 

negotiate with their logistics operators so that not only they deliver the orders but 

also they collect the cash upon delivery. Once the logistics operator delivers the 

product, they are simultaneously receiving cash from the customer. For COD, 

logistics operators charge around 1-2% of the value of the product as insurance. 

Five years ago, very few eCommerce companies would offer COD. In Colombia, 

for example, the ones who would offer it could have as much as 75% of their 



orders in COD. In Peru, those who would offer it would have as much as 40-50% 

of their orders in COD. This ratio has decreased in Peru, and is in the range of 20-

25%. Customers in other emerging countries have similar purchasing habits and 

prefer at first order online using COD. Once a customer buys 2-3 times in that 

eCommerce platform, as many as 70% of them switch to an alternative payment 

method, such as bank deposits, prepaid cards and eventually debit or credit card. 

 

3. Are there any studies showing credit card fraud levels in 

Latin America?  

Lindsay: This is a great resource on fraud in LatAm: 

https://www.cybersource.com/content/dam/cybersource/en-

LAC/documents/Online_Fraud_Report_2016.pdf  

 

4. Referring to the comment on how some banks take 28 

days to refund e-commerce payments: What is the role of 

governments in the region when it comes to promoting smart 

policies and regulating the banking industries to ensure that 

e-commerce is incentivized? 

Fernando: Governments across Latin America have different policies to regulate 

banks in terms of interest rates caps and how fast they should refund customers. 

With new trade blocks such as the Pacific Alliance (Mexico, Colombia, Peru and 

Chile), it would be very useful to have governments agree on rules to promote 

eCommerce. As long as banks take this long to refund payments, it will be hard for 

online players to offer a great customer experience. 

 

5. In terms of fraud, what is the overall LATAM fraud rate 

for e-commerce transactions? 

Lindsay: Please see the Cybersource link above. In Mexico, chargeback rates for 

e-commerce can reach 3%, compared to <1% in the US. 

https://www.cybersource.com/content/dam/cybersource/en-LAC/documents/Online_Fraud_Report_2016.pdf
https://www.cybersource.com/content/dam/cybersource/en-LAC/documents/Online_Fraud_Report_2016.pdf


Fernando: If you manage to keep fraud rates under 1-1.5%, you are in good shape. 

 

6. Debit cards are more common in LatAm than credit 

cards. How is your experience with this payment option? 

Lindsay: Debit has had the most success in Mexico, where today about 30% of all 

volume is purchased using debit. This is because players such as PayPal, Netflix, 

etc. have worked hand in hand with banks to enable debit. Chile has also had 

success in debit, because the one acquirer, Transbank, has built its own debit-

processing platform. In other countries, debit cards either don’t have a CCV code, 

making them incompatible with e-commerce, banks have not enabled debit BINs, 

or the experience is so poor that merchants don’t even bother enabling debit. This 

is slowly changing but has a long way to go. In Brazil, for example, debit 

represents <5% of total e-commerce volume. 

 

7. How do payments work in B2B ecommerce, taking into 

account big-ticket transactions?  

Lindsay: As far as I’ve seen, B2B purchasing is still very manual. The order might 

be placed online, but the payment is typically made via a traditional wire transfer. 

There is a lack of B2B e-commerce platforms and payment solutions. 

8. Why are there relatively few high-end fashion online 

sales? Is there a customer for luxury goods in your e-

commerce marketplace? 

Lindsay: There is definitely a market for luxury items, but more on the electronics 

and luxury travel side. Fashion is challenging because people like to try on 

clothing, and as we discussed in the webinar, the return experience in the region is 

still very poor. The clothing and clothing market in e-commerce is one of the 

fastest growing verticals but more on lower-ticket items made available by local 

merchants and international marketplaces. As the return experience and overall 

trust improves, we’ll see the growth of luxury products. 

 



 

ANSWERS TO LOGISTICS QUESTIONS 

 

1. Will these new delivery companies work on Catholic 

holidays (even if they're the only ones open)?  

Diego: Unfortunately, I don’t think so. Despite it representing a great differentiator 

in the market given the working culture in Latin America, it is hard to implement 

this change, even for new disruptor start-ups. In countries like Colombia where there 

are 18 holidays a year, it is unlikely to foresee companies delivering packages on 

holidays because buyers are mostly middle class consumers that are also avid 

travelers during the long weekends. 

Fernando: In some countries there has been a rise of new delivery companies. In 

Peru, for example, you have iSend, Urbaner, Chazki, Cabify Express, and PickApp 

(acquired by Scharff/FedEx). If they want to start differentiating themselves, they 

should work on Catholic holidays and Sundays, the same way Amazon started 

working with USPS in the U.S., which reduces the number of attempts needed to 

deliver a package. They also need to start offering delivery of oversized products. 

 

2. Would it be convenient for a logistics company to have an 

office in rural areas where houses don't have addresses? 

Diego: I would say that offices in rural cities would not be a good investment. 

However, owning offices in second-tier cities and having partnerships with local 

agents in rural towns with supermarkets and drugstores to deliver goods at lockers 

is much more cost-effective. It may be worth looking at the model used by financial 

institutions to reach unbanked customers in rural towns with their bank 

correspondent partnerships, which could massively expand the logistics companies’ 

coverage without the need of investing in heavy assets like warehouses or offices.  

 



3. How can on-demand delivery startups collaborate with 

big companies such as Fedex or UPS to lower the last mile 

cost and give a better experience to the customer?  

Diego: On-demand delivery firms can easily complement big logistics firms like 

FedEx and UPS to offer 3- hour and same-day delivery at a lower cost. On demand 

delivery firms can become authorized certified agents of large logistics companies 

to pick up and delivery goods, which could considerably reduce the rates offered by 

firms like FedEx while ensuring merchants that affiliates will follow good 

distribution practices. Also, FedEx and UPS will benefit from the best feature 

offered by on-demand delivery firms, which is their tracking tools. For instance, 

Uber or 99 minutes show customers exactly where their cars are and their expected 

arrival times. This tool not only enhances the customer experience but also greatly 

reduces the number of attempts needed to deliver a package ensuring the profitability 

of the last mile delivery.  

 

4. Do you know if any of the major players in logistics have a 

plan regarding all the stolen packages that has been going on 

a lot especially in the US where packages are left by the door, 

this would be impossible in LatAm. 

Diego: The overall situation for logistics firms in Latin America on this front is 

somewhat easier compared to the US. E-commerce customers living in large cities 

like Bogota, Mexico City, Buenos Aires or Sao Paulo tend to live in large 

proportions in condo buildings with reception centers, lockers, and security 

personnel that receive the mail and parcels for them while they are away. Unlike the 

U.S., where these kind of amenities are present only at high-end buildings and people 

tend to live in greater proportions in houses, Latin American cities during the last 

decade have grown upwards instead of sideways; people sacrificed space for the 

convenience of good locations, especially with the chaotic traffic in the region. As 

such, new condo buildings offer these comforts as the minimum standard. This 

situation greatly reduces the risks of stolen parcels and facilitates the last mile 

delivery for logistics companies in first-tier cities. Also, the implementation of 

parcel lockers at convenience stores is slowly gaining traction in the region as an 

alternative to prevent the stealing of packages. 


