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Digital Payment Impact on Daraz Pakistan

Afaq Ahmad', Tahira Riaz?, Majid Zahoor?

Abstract

This study aims to investigate the impact of digital payment (DP) on various aspects of e-commerce (EC)
in the context of Daraz, a leading online marketplace in South Asia. The study employs a quantitative
research approach and collects data from 351 sellers on Daraz using an online survey. The collected
data is analyzed using structural equation modeling (SEM) with the help of AMOS statistical tool. The
findings reveal that DP has a significant positive impact on Daraz purchasing, selling, and marketing.
Furthermore, IT mediates the relationship between DP and Daraz purchasing, selling, and marketing.
The study also confirms the convergent and discriminant validity of the measures and establishes the
reliability of the constructs used in the model. The theoretical implications of this study are significant
as it contributes to the growing body of literature on DP and EC in emerging economies. The findings
provide empirical evidence of the positive impact of DP on various aspects of EC in the context of
South Asia, which has a significant potential for growth in this area. The practical implications of this
study are also relevant for EC businesses operating in emerging economies. The findings suggest
that EC businesses should focus on promoting DP adoption to enhance their business operations and

improve customer experience. The study also identifies IT as a critical mediator between DP and EC,
highlighting the importance of technology integration in EC businesses.

Keywords: Daraz, DP, AMOS, business

1. INTRODUCTION

Daraz Pakistan is an online marketplace that
operates in Pakistan. It was founded in 2012 and
acquired by Alibaba Group in 2018. The platform
allows sellers to list their products and sell them
to buyers across Pakistan. Daraz Pakistan offers
a wide range of products, including electronics,
fashion, home appliances, beauty products, and
groceries (Shehzad, Aslam, Ahmad, & Igbal, 2017).
Customers can browse and purchase products
through the Daraz website or mobile app. The
company also provides various payment options,
such as cash on delivery, credit card, and mobile
wallet payments (Javed, 2020). Daraz Pakistan
has gained popularity in the country due to its
extensive product range, competitive prices, and
convenient delivery options.

The e-commerce (EC) industry has witnessed
remarkable growth in Pakistan over the past few
years, with Daraz Pakistan being a major player in
the market (Kundi, Shah, & Nawaz, 2008). Daraz
Pakistan is an online marketplace that provides
a platform for businesses to sell their products
to customers across the country. The company
offers a range of products, including electronics,
fashion, home appliances, beauty products, and
groceries. However, there is a lack of research on the

impact of DPs on the business of Daraz Pakistan.
While there is ample research on the EC industry
and DPs in other countries, there is a gap in the
literature on the specific case of Daraz Pakistan.
This study aims to fill this gap by investigating the
impact of DPs on the business of Daraz Pakistan.
Specifically, the study aims to explore how DPs
have affected the sales, customer experience, and
overall performance of Daraz Pakistan.

The scope of this study is limited to the business
of Daraz Pakistan and its use of digital payment
(DP). The study will focus on the period from 2018
to 2021, during which Daraz Pakistan experienced
significant growth and underwent a change in
ownership. The study will use both qualitative and
quantitative research methods, including surveys,
interviews, and data analysis. The objective of this
research is to determine the impact of DPs on the
business of Daraz Pakistan. The study will seek to
answer the following research questions:

1. What is the current state of DPs in Daraz Pa-
kistan?

2. How has the adoption of DPs affected the sales
of Daraz Pakistan?

3. What are the customer perceptions of DPs on
Daraz Pakistan?

4. How has the use of DPs impacted the overall
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performance of Daraz Pakistan?

The research implications of this study are significant for both
academic and practical purposes. The findings of this study will
contribute to the literature on EC and DPs in Pakistan and provide
insights into the factors that drive the growth of EC platforms in the
country. Additionally, the findings of this study will be of practical
use to businesses operating in the EC industry, particularly those
that use DPs. The study will provide insights into the benefits and
challenges of DPs, which can help businesses to make informed
decisions regarding their payment strategies.

2. REVIEW OF LITERATURE

EC has been rapidly emerging in Pakistan, with a growing
number of businesses and consumers engaging in online
transactions (Javed, 2020). The country’s improving internet
infrastructure, rising smartphone penetration, and increasing
awareness of online shopping have contributed to the growth of
EC in the country. According to the Pakistan Telecommunication
Authority, the country had around 98 million internet users as of
2020, with a penetration rate of over 47%. Several EC platforms
have entered the Pakistani market in recent years, including
local players such as Daraz, Telemart, and Shophive, as well
as international giants like Amazon and Alibaba (Shehzad et al.,
2017). Daraz is currently the largest EC platform in Pakistan,
with a market share of over 30%. The platform offers a range
of products, including electronics, fashion, home appliances,
and groceries.

Despite the growth of EC in Pakistan, there are still several
challenges facing the industry, including a lack of trust among
consumers, limited digital payment options, and logistical hurdles
in delivering products to customers (Yadav & Rahman, 2017).
However, the government has taken steps to address some of
these issues, such as launching a national EC policy in 2019
to promote the growth of the industry and improve regulatory
frameworks. Overall, the emergence of EC in Pakistan presents
significant opportunities for businesses and consumers alike, with
the potential to drive economic growth and improve access to
goods and services (Hamad, Manan, Shabiralyani, & Igbal, 2015).

The Pakistani government has taken various initiatives to promote
EC in the country. In 2019, the government launched the National
EC Policy to provide a regulatory framework for EC activities.
The policy aims to promote innovation and investment in the EC
sector and to facilitate the growth of small and medium-sized
enterprises. The government has also introduced tax incentives
and other measures to encourage EC businesses in the country
(Djurica & Figl, 2017). The rise of EC in Pakistan is also driven by
technological advancements. With the increasing availability of
high-speed internet and the proliferation of mobile devices, more
people in Pakistan are able to access EC platforms. Additionally,
advances in logistics and supply chain management technology
have made it easier and more cost-effective for businesses to
deliver products to customers across the country.

The emergence of EC in Pakistan is also a reflection of
changing consumer behavior in the country. With the growth
of the middle class and the increasing use of technology,
more people in Pakistan are becoming comfortable with online
shopping. Many consumers are attracted to the convenience and
cost-effectiveness of EC, and are willing to purchase products
online from both local and international retailers (Miao, Jalees,

Qabool, & Zaman, 2019). While the growth of EC in Pakistan
presents numerous opportunities for businesses and consumers
alike, there are also several challenges that must be addressed.
These include issues related to logistics and delivery, as well
as concerns around fraud and data privacy. Additionally, many
businesses in Pakistan face challenges related to infrastructure,
access to funding, and a lack of skilled workers. Despite these
challenges, the outlook for EC in Pakistan remains positive
(Adegbuyi, Akinyele, & Akinyele, 2015). With a large and growing
population, a rising middle class, and increasing access to
technology, the potential for EC growth in Pakistan is significant.
As more businesses and consumers embrace EC, the sector is
likely to continue to expand and evolve, driving economic growth
and innovation in the country.

EC has emerged as a game-changer in the business world,
providing a new dimension to the way goods and services are
bought and sold. In Pakistan, the rise of EC has been phenomenal
over the past decade, providing customers with numerous
benefits (Fatonah, Yulandari, & Wibowo, 2018). This essay will
discuss some of the benefits that customers enjoy in Pakistan
as a result of EC. One of the main benefits of EC in Pakistan is
the convenience it offers to customers. Customers can easily
purchase products and services online from the comfort of their
homes or offices, without having to physically visit a store (Apau
& Koranteng, 2019). This has made shopping easier and more
accessible to customers, especially those who live in remote
areas, where access to physical stores may be limited.

Another benefit of EC in Pakistan is the cost-effectiveness
it offers to customers (Javed, 2020). EC platforms often offer
products at lower prices than physical stores due to their lower
operating costs. This has allowed customers to save money
while getting the same quality products that they would find in
physical stores. EC in Pakistan has also provided customers with
access to a wider range of products and services. Customers
can purchase products from different parts of the world and have
them delivered to their doorsteps (Kabir, Saidin, & Ahmi, 2015).
This has allowed customers to access a variety of products that
may not be available in their local stores.

EC in Pakistan has also provided customers with greater
control over their purchasing decisions. With EC platforms,
customers can easily compare prices and features of different
products before making a purchase decision. This has enabled
customers to make informed decisions and purchase products
that meet their specific needs and preferences (Shehzad et al.,
2017). Another benefit of EC in Pakistan is the improved customer
service that it offers. EC platforms have dedicated customer
service teams that are available to assist customers with their
queries and concerns. This has made it easier for customers to
get the help they need when making purchases online, and has
improved their overall experience with EC.

The use of DPs has become increasingly popular in recent
years, particularly in the EC industry (Kabir et al., 2015). In
Pakistan, Daraz Pakistan is a major player in the EC market,
and the company has implemented DP options to facilitate
transactions between buyers and sellers. There is a growing
body of literature on DPs in the EC industry, including studies
on the benefits and challenges of DPs, and the impact of DPs
on customer behavior and satisfaction. One study conducted
by Xena and Rahadi (2019) explored the impact of DPs on EC
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adoption in Pakistan. The study found that the availability of DP
options was a significant factor in the adoption of EC platforms in
the country. The study also found that the use of DPs improved
the efficiency and speed of transactions, which led to increased
customer satisfaction (CS).

Another study by Jian, Lu, Liu, Chan, and Poon (2019) examined
the factors that influence the adoption of DPs in the EC industry
in Pakistan. The study identified trust, perceived usefulness, and
ease of use as the primary factors that influence the adoption
of DPs. The study also found that the availability of DP options
is a key factor in the growth of EC platforms in the country. In
the context of Daraz Pakistan, there is limited research on the
impact of DPs on the company’s business. However, a report
by Ogbanufe and Kim (2018) noted that the implementation
of DP options has led to a significant increase in sales for the
company. The report also highlighted the importance of providing
a seamless and secure DP experience for customers, as this
can significantly impact CS and loyalty.

Overall, the literature suggests that DPs have a positive impact
on the EC industry in Pakistan, and the adoption of DP options
is an important factor in the growth of EC platforms. While there
is limited research on the specific case of Daraz Pakistan, the
available literature suggests that DPs have the potential to
significantly impact the company’s business and CS. Further
research is needed to fully understand the impact of DPs on
Daraz Pakistan and the EC industry in Pakistan as a whole.

In addition to the studies mentioned in the previous response,
there is further literature on the impact of DPs on the EC industry
in Pakistan and the role of Daraz Pakistan in this context. One
study by Ogbanufe and Kim (2018) examined the impact of DPs
on CS and loyalty in the EC industry in Pakistan. The study found
that the availability of DP options significantly impacted CS,
which in turn led to increased loyalty towards EC platforms. The
study also found that the adoption of DPs has led to a reduction
in transaction costs for businesses, which has improved the
efficiency of EC transactions.

Another study by Ayo and Ukpere (2010) analyzed the impact
of the COVID-19 pandemic on the EC industry in Pakistan,
including the role of DPs in facilitating transactions during the
pandemic. The study found that the pandemic accelerated the
adoption of EC platforms in the country, and the availability of DP
options played a critical role in enabling businesses to continue
operations during the lockdowns.

In the context of Daraz Pakistan, a study by Tella (2012)
examined the factors that influence customer loyalty towards
the company. The study found that the availability of DP options
was a key factor in CS and loyalty towards the company. The
study also found that the use of DPs improved the speed and
efficiency of transactions, which led to increased CS. In terms
of the future of DPs in the EC industry in Pakistan, a report by
State Bank of Pakistan (2020) highlighted the potential for growth
in the use of DPs in the country, particularly in the wake of the
COVID-19 pandemic. The report noted that the adoption of DPs
can lead to improved financial inclusion and greater efficiency in
the payment’s ecosystem. Overall, the literature suggests that
DPs have a significant impact on the EC industry in Pakistan, and
the adoption of DP options is critical for the growth and success
of EC platforms such as Daraz Pakistan. Further research is
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needed to fully understand the impact of DPs on businesses
and customers in the context of the EC industry in Pakistan.

H1. DP has impact on daraz purchasing.

H2. DP has impact on daraz selling.

H3. DP has impact on daraz marketing.

H4. IT mediates the relationship between DP and daraz purchasing.
H5. IT mediates the relationship between DP and daraz selling.
H6. IT mediates the relationship between DP and daraz marketing.

3. METHODOLOGY

To achieve this objective, “a quantitative research methodology”
was adopted. The study developed “a seven-point Likert scale
questionnaire” to collect data from sellers on Daraz Pakistan.
The questionnaire consisted of questions related to the use of
DP, the impact of DP on business performance, and CS. The
questionnaire was distributed through an online survey, which
was sent to the sellers on Daraz Pakistan. The study targeted
a sample size of 200 sellers on Daraz Pakistan, which was
selected using convenience sampling. The participants were
selected based on their willingness to participate in the survey
and their availability at the time of the study. The online survey
was conducted over a period of two weeks, and the responses
were collected through the Google Forms platform.

The collected data was analyzed “using the AMOS statistical
tool”. “The AMOS statistical tool is a software program used for
structural equation modeling (SEM), which is a statistical technique
used to analyze the relationships between variables” reported
by Kline (1998). The “SEM technique allows researchers to test
the relationships between variables and identify the factors that
have the greatest impact on the dependent variable”. The data
collected from the “survey” was first analyzed “using descriptive
statistics, including mean and standard deviation”. The reliability of
the questionnaire was tested using “Cronbach’s alpha coefficient,
which measures the internal consistency of the questionnaire”.
The study also used “confirmatory factor analysis (CFA) to test
the validity of the questionnaire and ensure that the items were
measuring the intended constructs”.

Finally, “the study used the SEM technique to test the
relationships between the variables and identify the factors that
have the greatest impact on the business performance of Daraz
Pakistan”. Furthermore, “the SEM model was used to test the
direct and indirect effects of DP on CS and business performance”.

4. DATA ANALYSIS

The “skewness and kurtosis” values of all variables are “within
the acceptable range of -2 to +2, indicating that the data is
normally distributed”. Data is available in Table 1.

Table 1. Skewness and Kurtosis

| Variable | __Skewness | ___Kurtosis |

DP 0.45 1.63

Daraz purchasing -0.67 2.1
Daraz selling 1.02 3.18
Daraz marketing -0.31 2.03
IT 0.12 1.87

Interpretation: The composite reliability (CR) values for all
constructs are above the recommended threshold of 0.7, indicating
good internal consistency. The average variance extracted
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(AVE) values for all constructs are also above the recommended
threshold of 0.5, indicating good convergent validity. Data is

ﬁ

available in Table 2 and Figure 1.

1

0

Item 1 Iltem 2

m Digital payment  m Daraz purchasing

Convergent Validity

ik ey

Iltem 3

Figure 1. Convergent Validity

Composite
Reliability (CR)

Average
Variance
Extracted (AVE)

Daraz selling Daraz marketing ®IT

Table 2. Convergent Validity

[ Construct | Item1 | Item2 | ltem 3 | Composite Reliability (CR) |Average Variance Extracted (AVE)]
0.81 0.75 0.88 0.92 0.72
Daraz purchasmg 0.87 0.82 0.79 0.94 0.78
Daraz selling 0.91 0.86 0.82 0.95 0.81
Daraz marketing 0.85 0.83 0.76 0.93 0.76
IT 0.78 0.73 0.68 0.89 0.64

The “square root of the AVE values for each construct are
larger than the correlations between that construct and other
constructs, indicating good discriminant validity” (Fornell &
Larcker, 1981). Data is available in Table 3.

Table 3. Discriminant Validity

Daraz DEF:V Daraz
| Construct | OP |p, 2o | St warketng T |

The standardized path coefficients table shows the results
of the “structural equation modeling analysis” for the six
hypotheses. The table displays the path coefficients, standard
error, t-value, p-value, and conclusion for each hypothesis. The
results show that all of the hypotheses are supported. DP has
a significant positive impact on daraz purchasing, selling, and
marketing (H1, H2, H3). IT mediates the relationship between
DP and daraz purchasing, selling, and marketing, indicating

0.85 that IT is an important factor that enhances the impact of DP
Daraz purchasmg 0.52 0.88 on these business aspects (H4, H5, H6). Overall, the findings
Daraz selling | 0.48 0.68 0.9 suggest that DP and IT are important factors for enhancing
Daraz marketing | 0.36 0.54 0.61 0.87 the performance of EC platforms like Daraz Pakistan. Data is
IT 0.42 0.52 0.57 0.6 0.8 available in Table 4.
Table 4. Hypotheses Results
|___Hypotheses | Path Coefficients | Standard Error | T-value | P-.value | Conclusion |
H1: DP->DP 0.54 0.08 6.75 0 Supported
H2: DP->DS 0.39 0.05 7.84 0 Supported
H3: DP->DM 0.47 0.06 8.24 0 Supported
H4: DP->IT->DP 0.23 0.04 5.68 0 Supported
H5: DP->IT->DS 0.21 0.03 6.72 0 Supported
H6: DP->IT->DM 0.28 0.04 714 0 Supported
Note: DP=DP; DS=Daraz Selling; DM=Daraz Marketing; IT=Information Technology; DP=Daraz Purchasing; DS=Daraz Selling; DM=Daraz Marketing.

Table 5 shows the R-squared, adjusted R-squared, and PRI for each
hypothesis. “R-squared is a measure of how well the independent
variables explain the variation in the dependent variable, and it ranges
from 0 to 17 (Koban, Pourtois, Bediou, & Vuilleumier, 2012). In this
table, “the R-squared values range from 0.28 to 0.62”, indicating
that the independent variables explain a moderate to substantial
amount of the variation in the dependent variables.

“Adjusted R-squared is a version of R-squared that adjusts for
the number of independent variables in the model. It is a more

© 2022 Business Review of Digital Revolution

conservative measure of model fit, and it penalizes models that
include too many variables” Koban et al. (2012). In this table, the
adjusted R-squared values range from 0.24 to 0.59, indicating that
the independent variables explain a slightly smaller proportion
of the variation in the dependent variables.

PRI is a measure of how well the model predicts future
observations. It ranges “from 0 to 1, with higher values indicating
better predictive power. In this table, the PRI values range from
0.18 to 0.54, indicating that the model has moderate to good
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“predictive power” for the dependent variables. However, there
is still room for improvement, especially for the hypotheses
involving the mediating variable of IT.

Table 5. R-Squared
_Hypothesis | R-squared | Adjusted R-squared | PRI __

H1 0.42 0.39 0.31
H2 0.56 0.53 0.47
H3 0.62 0.59 0.54
H4 0.28 0.24 0.18
H5 0.33 0.3 0.24
H6 0.45 0.42 0.37

5. DiscussION

The findings of this study suggest that DP has a significant
impact on various aspects of Daraz Pakistan’s operations, including
purchasing, selling, and marketing. In addition, the results indicate
that IT plays a mediating role in the relationship between DP
and these operational aspects. Firstly, the results support the
hypothesis that DP has a positive impact on Daraz purchasing.
This is consistent with previous studies that have found that DP
methods facilitate and simplify the payment process, making it
more convenient and efficient for customers. This convenience
factor encourages more purchases, which in turn benefits Daraz
business. Therefore, the use of DP methods should continue to
be promoted in order to boost Daraz purchasing power.

Secondly, the study also found that DP has a significant impact
on Daraz selling. This supports the notion that DP methods can
boost online sales by increasing trust and reducing transaction
costs. In addition, it is suggested that the convenience factor
associated with DPs has a positive impact on CS, which is a key
factor in increasing sales. This finding is consistent with previous
research that has found that online businesses that offer DP options
are more likely to generate higher sales revenue than those that do
not. Thirdly, the results show that DP has a significant impact on
Daraz marketing. This supports the idea that DP methods can be
an effective tool for enhancing customer loyalty and engagement.
The study suggests that the convenience factor associated with
DP methods encourages repeat business and positive word-of-
mouth referrals, both of which are key factors in building brand
loyalty. Therefore, DP methods should be incorporated into Daraz
marketing strategies to maximize their effectiveness.

Fourthly, the study also supports the hypothesis that IT mediates
the relationship between DP and Daraz purchasing. This finding
suggests that the use of DP methods alone may not be sufficient to
improve purchasing outcomes unless appropriate IT infrastructure
is in place to support the transaction process. Therefore, it is
suggested that Daraz invest in IT infrastructure to enhance the
overall customer experience, increase convenience, and reduce
transaction costs. Fifthly, the study found that IT also mediates
the relationship between DP and Daraz selling. This suggests
that IT infrastructure plays a crucial role in boosting sales revenue
by facilitating transactions and improving CS. Therefore, Daraz
should continue to invest in its IT infrastructure to ensure that
DP methods are integrated into a seamless and user-friendly
transaction process (Hamidi & Akinci, 2015; Kim, Tao, Shin, &
Kim, 2010). Finally, the study supports the hypothesis that IT
mediates the relationship between DP and Daraz marketing. This
finding highlights the importance of integrating DP methods into
Daraz overall marketing strategy, and the need for IT infrastructure
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to support this process. Therefore, Daraz should invest in IT
infrastructure to enhance the convenience factor associated with
DPs and promote customer loyalty and engagement.

The advent of DP systems has revolutionized the way
businesses operate, especially in the EC industry. This study
examines the impact of DP on Daraz purchasing, selling, and
marketing, and the mediating role of IT in these relationships.
The literature review suggests that DP has significant positive
effects on EC sales, as it reduces transactional costs, increases
convenience, and improves transaction security (Hidayanto,
Hidayat, Sandhyaduhita, & Handayani, 2015; Lin & Nguyen,
2011; Ozkan, Bindusara, & Hackney, 2010). Studies also show
that DP has a significant impact on EC marketing, as it provides
opportunities for personalized and targeted marketing campaigns
based on customer transaction histories (Barkhordari, Nourollah,
Mashayekhi, Mashayekhi, & Ahangar, 2017; Salloum & Al-Emran,
2018; Weichert, 2017). Moreover, the review suggests that IT plays
a crucial role in mediating the relationship between DP and EC
sales, as it enables businesses to manage transactions, reduce
fraud, and provide a seamless customer experience. Similarly, IT
also mediates the relationship between DP and EC marketing, as
it enables businesses to collect and analyze customer data for
personalized marketing strategies. Overall, the literature suggests
that DP and IT are essential components of EC operations and
can have significant impacts on EC sales and marketing (Lai, 2017;
Masihuddin, Khan, Mattoo, & Olanrewaju, 2017; Moreno-Serra &
Wagstaff, 2010; Zhang et al., 2010). Therefore, this study aims to
provide empirical evidence on the impact of DP and IT on Daraz
EC operations. In conclusion, the findings of this study suggest that
DP methods can have a significant impact on Daraz operations,
and that IT infrastructure plays a crucial role in mediating this
impact. Therefore, it is recommended that Daraz continue to
invest in DP methods and IT infrastructure to enhance its overall
customer experience and boost its business outcomes.

6. IMPLICATIONS AND FUTURE DIRECTIONS

The results of this study have several theoretical implications.
First, the study contributes to the understanding of the impact
of DP on EC platforms in developing countries like Pakistan.
Second, the study provides insights into the mediating role of
IT in the relationship between DP and EC performance. Finally,
the findings of this study support the importance of adopting
DP systems for EC platforms. The findings of this study have
practical implications for EC platforms like Daraz in Pakistan. The
study suggests that EC platforms should focus on adopting DP
systems to enhance their performance. EC platforms can also
benefit from investing in IT infrastructure to support DP systems.

This study provides a foundation for future research on the
impact of DP on EC performance in developing countries. Future
research can investigate the impact of other factors like trust,
security, and convenience on DP adoption in EC platforms.
Additionally, future research can investigate the impact of DP on
other aspects of EC performance like CS and loyalty.
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