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Abstract 

This study uses survey data from users of the online platform economy in Pakistan to 

understand the effect of perceived risk and perceived utility on their participation. The platform 

economy is a type of business that matches the demand and supply of users using digital tools. 

Pakistan is a growing market with platforms such as Uber, In-drive, Food Panda, Daraz, etc. 

The survey was conducted in 9 cities in Pakistan to understand the effect of perceived risk and 

perceived utility on intention to use online platforms. Structured Equation Modelling (SEM) 

estimation technique is applied and results show that the economic benefit and mobility have 

a positive impact on perceived utility while perceived risk negatively impacts it. Perceived 

utility in turn is a major determinant of intention to participate in the online platform economy. 

The results of this study show that the government and platforms should come together to make 

these platforms secure thus enhancing the perceived utility and intention to use of platform 

economy. 

Keywords: Platform Economy, Sharing Economy, Perceived Value, Perceived Risk, 

Structured Equation Modelling 

Introduction  

Platform economy (hereafter referred to as PE) describes the recent business model in which 

anyone can become a seller. This model has platform in the central of transaction that works 

as digital matchmaker, matching demand and supply for different goods and services (Evans 

and Schmalensee, 2016). The use of online platforms are expanding day by day and it is 

changing resource allocation, business models, and consumer behaviour in many industries 

including tourism and hospitality (Puschmann and Alt, 2016).  
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PE involve the more efficient utilization of physical assets (such as vehicle, home, equipment), 

or time (e.g., doing small tasks such as cleaning, e.g. through tasks such as catering, housework, 

doing shopping for others). Therefore, literature has suggested that the use of PE can be helpful 

in eradicating issues of hyper-consumption, poverty, and pollution (Hamari et al., 2015). It also 

enhances sustainability (Heinrichs, 2013).  

Such platforms are available for a wide range of goods and services, however, PE is most 

commonly used in the transportation sector with the use of ride-hailing apps like Uber, Lyft, 

Careem, and Airlift (a Pakistani micro-transit start-up with the aim of replacing the traditional 

public transportation system). Platform markets have massive online stores for the sale and 

purchase of new and old goods. Amazon, Alibaba, and Daraz.pk are commonly used to buy/sell 

different consumer goods. EBay, OLX, etc. are used for the sale/purchase of second-hand 

goods. The use of platform markets for renting is also on the rise with the use of Airbnb and 

other similar apps that let you rent a room for a night or more using a mobile app. Such rental 

platforms are a great substitute for traditional hotels (Zervas et al. 2017), however, rental 

platforms are currently inactive in Pakistan. Food and grocery delivery platforms are also 

growing very fast in Pakistan and in the rest of the world. COVID-19 has played a major role 

in fuelling the demand of these platforms (Batool et al., 2021; Hayat et al., 2022).  

There are many potential economic impacts of such markets. PE services are offered at a lower 

price thus providing monetary benefits to the consumers. The platform markets eliminate the 

longer distribution process thus resulting in cost saving. An intensive rating-based system helps 

to ensure a better quality of goods and services. SE is particularly famous for its potential 

environmental impacts (Zamani et al., 2017). The transportation sector in particular has 

massive potential for environmental benefits. Car sharing has been found to reduce the number 

of cars on the road (Martin et al., 2010), which then reduces traffic congestion and greenhouse 

gas emissions by up to 50% (Shaheen & Cohen, 2013). All these factors contribute in 

enhancing perceived value of PE for consumers. 

However, all these benefits are tied to potential risks that are faced in the use of these platforms. 

As PE involves direct interaction between strangers, it poses monetary and security risks 

(Grewal et al., 2003, Guttentag, 2015). Particularly, in a developing country like Pakistan, these 

platforms are relatively new and people avoid using it due to perceived risks. These risks range 

from wastage of time, financial risks, privacy risks and most importantly security risks (Lee et 

al., 2018; Yi et al., 2020). 

This study aims to analyse the perceived utility and perceived risk involved in the use of online 

PE in Pakistan. The literature on PE currently focuses on developed countries and there are 
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scarce studies on investigating the perceived utility of PE in context of a developing nation. 

This study aims to bridge this knowledge gap as participation in PE by developing countries is 

increasing rapidly and it poses different challenges than those faced in first world countries. 

For this purpose, authors collect survey data from users of PE in Pakistan to understand the 

factors behind perceived utility and perceived risk in using PE. The findings of this research 

yields great insights to researchers and policy makers.  

The study is organized in five sections. Section 1 is introductory section, while literature review 

is presented in second section. Section 3 provides theoretical insights into the topic while 

research design and methodology are discussed in 4th section. Lastly, conclusion and policy 

remarks are presented in 5th section.  

Literature Review 

Just like the use of online platforms, the literature on the platform economy is also growing. 

Earlier studies tried to understand the dynamics of the platform economy. However, the focus 

of the literature has been shifted towards empirical studies to understand the factors behind the 

success of SE.  

Kamal & Chen (2016) investigated the factors that determine the trust of people and their 

willingness to participate in the sharing economy. 71 students were asked to fill an open-ended 

questionnaire and the results showed that SE has started to gain momentum. The research 

showed that the risk of physical security is the biggest concern of participants in SE. It 

highlighted the importance of extensive background checks on trust and willingness to 

participate. 

Schoenbaum (2016) highlights the gender differences in the SE, particularly in the ride-hailing 

and transportation sector. Female users and service providers both face the danger of privacy 

and other risks and there is a need to take steps towards gender inclusion. 

Kooti et al. (2017) used large-scale data of uber users and service providers in the U.S. to check 

the factors affecting participation decisions. They used email receipts sent by Uber on Yahoo 

servers. They found out average rider is young and 38% riders have an age of is 18 to 27 years 

and above-average income. Rides that have price surge often result in a lower rating of the 

driver. 

Yang et al. (2017) analysed the factors behind the loyalty of customers in the sharing economy. 

The study conducted a focus group interview along with an online survey from respondents in 

China. Structural equation modelling was used for hypothesis testing. The results showed that 
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confidence and social benefits are two major determinants of commitment in the sharing 

economy. 

Bocker & Meelan (2017) checked the motives behind participation in the different forms of 

SE. A survey of 1330 people from Amsterdam was conducted. The study explored the relative 

importance of economic, social, and environmental benefits for the users and the service 

providers in the SE. The estimation shows that users are more motivated by the economic 

benefits of SE than the service providers. Different sectors of SE also bring different 

importance to social, economic, and environmental benefits. 

Berger et al. (2018) analysed the effect of the Uber on the earning of taxi workers. The study 

uses the data set of the entry of Uber in fifty megacities of the United States. The difference-

in-differences design was used and the results showed a ten percent decrease in the earning of 

taxi drivers following the entry of Uber in the taxi markets. 

Lee et al. (2018) investigated the motives behind using Uber as a preferred mode of 

transportation. A Survey of 295 users from Hong Kong was conducted to check the factors 

affecting the user’s intentions to participate in SE. The study shows that monetary incentives 

along with the trust on the platform are two of the biggest factors behind the user’s 

participation. While perceived risk alters the intention of users in choosing Uber. 

Jin et al. (2018) presented a systematic review of the literature about the impact of ridesharing 

on urban efficiency. The study showed that ride-sourcing enhanced economic efficiency by 

reaching the areas where the taxi service was unavailable. It supports as well as competes with 

public transport. It also brings some negative impacts on urban development like safety 

concerns due to insufficient training of drivers and the creation of a digital divide. 

Yang et al. (2018) used Aristotle’s rhetorical theory to identify the main persuasive cues and 

their role in the establishment of trust in Airbnb hosts. The study used a sample of 171 Airbnb 

users and showed that credibility, emotional bonding, and accommodation characteristics are 

three main cues that helped them in trusting Airbnb hosts. 

Boateng et al. (2018) analysed the determinants of using Uber in Ghana. Data was collected 

through a questionnaire from 500 users of Uber. The estimation technique used was SEM and 

results were consistent with previous literature. Trust, economic benefits, and convenience 

were the key determinants of using Uber in Ghana. 

Broughton et al (2018) report the findings of a research project about the workers of the gig 

economy in the UK. The study conducted phone and face-to-face interviews with 150 gig 

economy workers. The findings of this study showed that workers enjoy the ease to work on 
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their own schedule but they might face financial vulnerability due to the temporary nature of 

employment.  

Banik (2019) explored the nature of the gig economy and its impact on labour productivity and 

income distribution. The study concludes that engaging in the gig economy can enhance the 

productivity of labour due to the higher labour force participation rate and easy access to cross-

border skilled workers. He also states that workers from developing countries can enjoy equal 

compensation as their developed countries counterpart. Although developing countries will 

need to invest in ICT-infrastructures to fully enjoy the benefits of the gig economy. 

Sung et al. (2018) attempted to find the reasons behind using and providing services in the 

sharing economy. They do so by constructing an integrated model for consumers and service 

providers. Data was collected by survey from 322 users and 100 service providers of Airbnb 

in South Korea. The estimation was done using the Structural Equation Model (SEM) and 

results revealed that only the network effect was common in both models. It also showed that 

economic, social, environmental, and network benefits were main motives behind providing 

services. On the other hand, consumers use Airbnb because of enjoyment and network benefits. 

 Revinova et al. (2020) analysed the current status of sharing economy in Russia. The 

study used open internet sources and a survey from university students to check the awareness 

about SE in the country. Analysis showed that the use of SES is currently in the initial stage 

but it has great potential to grow. Digital sharing platforms are essential components for the 

growth of SE. 

 Zhu et al. (2017) explored the motivates behind using a ride-sharing application in 

China. Data was collected from 314 users using a questionnaire. The result showed that self-

efficiency is the key determinant of perceived value along with functional value, emotional 

value and social value.  

 The review of existing literature shows that most of the studies are done in the context 

of developed nations. Developing countries are a growing market for the online platform. 

Pakistan also has a great scope for utilizing the benefits of platform economies, however, the 

literature on this topic is very limited in the context of Pakistan. This study will fill the research 

gap in numerous ways. It will highlight the determinants behind the use of PE in Pakistan and 

identify the factors that should be improved to reap full benefits. 

Theoretical framework 

Many terms and definitions circulate to describe the so-called “sharing turn” in the economy: 

the trend that more and more products are shared rather than privately owned (Botsman, 2013; 
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Grassmuck, 2012). This paper focuses on peer-to-peer exchanges of goods between consumers. 

We use the term “platform economy” rather than “access-based consumption” (Bardhi and 

Eckhardt, 2012) or “collaborative consumption” (Belk, 2014) because this also refers to large-

scale business-to-consumer services such as Spotify or Zipcar. In the nascent literature on the 

platform economy, there is an increasing interest in the motivations driving participation.  

Perceived Value Theory is also a well-known theory about the value that a person gets from 

using a service. Consumers’ perceived value is viewed as their overall assessment of product 

utility based on perceptions of what is received (benefits) compared to what is given (costs) in 

a service encounter (Zeithaml, 1988). In the marketing literature, researchers have used 

different terms to describe the value, such as consumption value, customer value, consumer 

value, and perceived value (Kim et al., 2007).  

In this study, with reference to the literature above and considering the characteristics of online 

platforms, we use a framework that incorporates perceived value, intrinsic and extrinsic 

determinants of participating in the platform economy.   

Research Framework and Model 

This study employs a survey research method to analyse different aspects of the use of PE in 

Pakistan. Primary data is collected through a well-developed questionnaire that is targeted to 

the users of online platforms. A sample of 641 was collected from 9 different cities in Pakistan, 

namely, Lahore, Faisalabad, Gujranwala, Rawalpindi, Multan, Karachi, Haidarabad, Peshawar, 

and Islamabad. These cities were chosen because major platforms like Uber, Careem, and 

Foodpanda were operating in these cities only. 

Survey Instruments Used 

Table 1 provides the details of the survey instruments used in the study. 

Construct Item 

Perceived Risk 

(Grewal et al., 2003, 

Birinci et al. 2017)  

Online booking of goods/services takes too much time 

There are financial risks to participating in online platforms 

Using online platforms is insecure 

Mobility of labour 

and good  
Online platform reduces travel time  

Using online platforms enable consumers to travel to places where 

public transport is unavailable 
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All the items were measured on a five-point Likert scale anchored on; 1 = strongly disagree,   

2 = disagree, 3 = neutral, 4 = agree and 5 = strongly agree. Besides these, different 

sociodemographic characteristics such as age, gender, education and income were also 

collected from respondents.  

Frequency to use is measured by the following questions: 

(Constructed by the 

authors. Please refer 

to this study.) 

Using online platforms enable consumers to order goods and 

services from faraway places 

Perceived utility  

(Boateng et al., 2018) 

 

Online platforms are always accessible  

It is easy to search for goods/services using the mobile applications 

of online platforms 

Using online platforms is convenient 

The online platforms perform reliably  

Economic benefit 

(Kim et al. 2009, 

Zhang 2018) 

Online platforms offer economical deals to users  

Goods and services are cheaper in online platforms than in 

traditional markets  

Using online platform gives financial benefit to costumers  

Intention to use 

(Boateng et al., 2018) 

I will continue to use online platforms 

I encourage others to use online platforms 

I will use online platforms more often 

Please select an option from 1 to 5 to describe your frequency of use of online 

platforms. Note that 1 indicate the least use and 5 indicate the most frequent 

use. 

Answer 

Ride hailing platforms such as InDrive, Uber, Careem, Swvl etc  

Food delivery platforms such Foodpanda, Cheetay, Eat Mubarak etc  

Grocery delivery platforms such as Airlift express, Grocer app etc  

E-commerce platforms such as Daraz.pk, Amazon, OLX.pk etc  
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Methodology 

SEM analysis is used for econometric analysis. This analysis technique is used in cases 

where there are a large number of latent variables in the model. The SEM framework 

used in this study is presented below: The UDHR: A Cornerstone of Human Dignity 

and Equality. 

Figure 1: SEM framework 

Following hypothesis are tested in this analysis: 

H1: Mobility is positively related to Perceived Utility (PU) 

H2: Perceived Risk (PR) is negatively related to Perceived Utility (PU) 

H3: Economic benefit (EB) is positively related to Perceived Utility (PU) 

H4: Perceived Utility (PU) is positively related to Intention to use (IU) 

H5: Frequency is positively related to Intention to use (IU) 

Results 

The results of the SEM analysis are presented in Table 1: 

Hypothesis Path 

Coefficient 

S.E. p Hypothesis 

Verification 

H1. Mobility →PU 0.48 0.04 0.000 Supported 

H2. PR→ PU -0.08 0.04 0.078 Supported 

H3. EB→ PU 0.65 0.06 0.000 Supported 

H4. PU → IU 1.01 0.07 0.000 Supported 

H5. Frequency →PU 0.10 0.04 0.010 Supported 

Note: PU=Perceived Utility, PR=Perceived Risk, EB=Economic Benefit, IU=Intention to Use. 
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Results of the SEM analysis shows that all the hypothesis are supported in the model. 

Hypothesis no 1. is that increase in user’s mobility enhances the perceived utility that the 

consumer gets from using online platforms. The path coefficient for this hypothesis is positive 

and highly significant at 0.48. On the other hand, the perceived risk of using online platforms 

negatively impacts the perceived utility of users of PE. Economic benefits also positively and 

significantly affect the utility of PE. Hypothesis no 4 and 5 are related to the intention to use 

of PE. The perceived utility is a highly significant determinant of intention to use, it means that 

the higher the utility that a consumer gets from using PE, the higher will be his/her use of PE. 

Frequency of use PE is also a major determinant of intention to use as those who are using 

online platforms frequently are more likely to continue using it in the future, results on this 

study also support this hypothesis. 

Policy Implications and Conclusion 

This study provides vital theoretical and empirical insights into the emerging literature about 

online platforms. The relationship between perceived utility, perceived risk, and intention to 

use is explored in this research. The empirical model is formed using the theoretical basis of 

Perceived Value Theory. The major underlying principle of this theory is that people's use of a 

good/service depends on the perceived utility that they get from its use. Online platforms offer 

monetary benefits to users in the form of promotions and coupon codes (Hamari et al., 2016; 

Zhang 2018). PE also enhances the mobility of labour by allowing them to easily and 

economically travel to the areas where public transport is unavailable. It also enhances the 

mobility of goods through delivery services all over the country. However, there are certain 

financial and security risks involved in the use of PE (Birinci et al., 2017). These risks mitigate 

the above-listed benefits and make users skeptical of the use of PE thus decreasing the overall 

perceived utility. The survey was conducted in 9 cities of Pakistan to check the determinants 

of users of PE. Results show that economic benefits and mobility are highly significant 

determinants of Perceived utility that in turn in a major determinant of Intention to use PE. The 

negative relation between PU and risk shows that the risk is a major deterrent factor behind 

lack of use of PE in Pakistan, therefore, the platforms and government should come together 

to form and enforce rules and regulations to secure the users. Pakistan has a great potential to 

become a major market for PE, however, the platforms will have to provide a protection to 

secure the financial and security concerns of users. 
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