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ABSTRACT 

This study examines the enduring trust deficit in rental housing markets in Tier-2 cities in India and assesses the 

potential of digital platforms to alleviate these issues. Tier-1 cities have changed a lot thanks to organized prop-tech 

solutions, but Tier-2 markets are still mostly broken up, informal, and mainly reliant on local brokers and personal 

networks. This structural informality leads to problems like fraudulent listings, wrong property information, hidden 

costs, and bad matching between landlords and tenants because there are no standard procedures, limited 

transparency, and no reliable verification systems. The study used a mixed-methodology, incorporating both primary 

and secondary data sources. Structured questionnaires and semi-structured interviews with tenants, landlords, and 

intermediaries in chosen Tier-2 cities were used to gather primary data. This was supplemented by secondary data 

derived from industry publications, academic literature, and pre-existing studies on prop-tech adoption and digital 

trust mechanisms. The study seeks to pinpoint significant pain points, behavioral trends, and trust-related obstacles 

that affect rental decision-making in these markets. 
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INTRODUCTION  

Migration, education, and job prospects are 

quickly changing the housing situation in 

India's cities. Digital platforms have helped 

create structured rental ecosystems in big 

cities, but Tier-2 cities still mostly work in 

disorganized and informal ways. Cities like 

Kanpur, Lucknow, Indore, and Jaipur are 

seeing more people looking to rent, but the 

rules that govern these marketplaces haven't 

changed as quickly. In Tier-2 rental markets, 

most transactions are affected by local 

brokers, personal recommendations, and 

talking to people in person. In Tier-1 cities, 

digital platforms offer standardized listings, 

verified identities, and clear processes. In 

Tier-2 ecosystems, on the other hand, there 

are no institutional ways to develop 

confidence. Because of this, both tenants and 

landlords don't know what will happen 

during rental transactions. 

Tenants often have problems with fraudulent 

or duplicate postings, property descriptions 

that aren't true, hidden expenses, and 

changes to rental agreements at the last 

minute. Landlords, on the other hand, have 

problems with tenants who don't pay on 

time, don't check their backgrounds 

properly, and misuse their property. When 

neither side is accountable, it generates a 

loop of distrust that makes transactions less 

efficient and less clear. This lack of trust is 

made worse by the fact that intermediaries 

are often in charge of the flow of information 

and can affect decision-making. Brokers 

help people connect, but they can also make 

things less fair, raise costs, and make things 

less clear. Also, people in smaller cities are 

less likely to employ existing solutions made 
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for urban Tier-1 customers because they are 

not very good at using technology and are 

hesitant to use online platforms.  But the fast 

rise in smartphone use and internet access in 

Tier-2 cities gives us a great chance to solve 

these problems. Younger people, especially 

Gen Z and Millennials, are more and more 

open to digital solutions that give them ease, 

transparency, and control. This change 

shows that technology-based platforms 

could help build trust and make renting 

easier. 

This study seeks to rigorously analyze the 

fundamental reasons for the trust gap in Tier-

2 rental markets and assess the efficacy of 

digital platforms in resolving these 

challenges. The research concentrates on 

pinpointing structural inefficiencies, 

behavioral trends, and significant challenges 

encountered by stakeholders. It also wants to 

suggest a localized digital solution 

architecture that includes ways to create trust 

that are specific to the unique needs of Tier-

2 cities.  This study enhances the 

comprehension of how digital 

transformation can alter rental housing 

markets outside metropolitan areas by 

examining both technological and 

behavioral aspects. The results are 

anticipated to offer guidance for platform 

developers, politicians, and entrepreneurs 

striving to establish more transparent, 

efficient, and reliable rental ecosystems in 

burgeoning metropolitan areas. 

I. LITERATURE REVIEW  

Many people have looked at how digital 

platforms in real estate have changed over 

time, especially in terms of making housing 

markets more open and efficient. Knight 

Frank India (2022) says that the Indian real 

estate market is using more technology-

driven solutions, especially in big cities 

where digital platforms have made it easier 

to find properties, closed the information 

gap, and made transactions faster. 

JLL India (2023) talks about how PropTech 

is changing the way real estate is done in the 

past. Their analysis says that features like 

verified listings, digitized documents, and 

virtual property tours have greatly increased 

customer trust and made it less necessary to 

engage middlemen in Tier-1 cities. The 

research also says, meanwhile, that adoption 

in Tier-2 cities is still low because of 

problems with behavior and infrastructure. 

The Ministry of Housing and Urban Affairs 

(MoHUA, 2021) did a study on urban rental 

housing that found that about 30–35% of 

people living in cities in India rent their 

homes. Even yet, the rental market is still 

mostly informal, especially in places that 

aren't metro areas. This is because there 

aren't many rules and practices that are the 

same everywhere, which leads to problems 

with trust and inefficiency. 

Pavlou and Gefen's (2004) study on digital 

trust mechanisms in online markets found 
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that trust is a key factor that affects whether 

or not people use e-commerce platforms. 

Their research showed that things like user 

reviews, ratings, and identification checks 

have a big effect on how credible users think 

something is and how many people use it. 

These findings are still important for digital 

rental systems. 

Gefen, Karahanna, and Straub (2003) 

conducted an in-depth examination of trust 

in online contexts, determining that 

perceived trustworthiness directly affects 

users' intentions to interact with digital 

systems. Their experiment shows how 

important structural assurances, such 

security features and clear processes, are for 

making users feel safe. 

Recent studies, like Statista (2023), show 

that more people in Tier-2 and Tier-3 cities 

in India are using the internet and 

smartphones. This means that there is an 

increasing chance that more people will start 

using digital platforms. But these 

assessments also stress that trust and ease of 

use are still major obstacles to broad use. 

There is a distinct lack of research that 

focuses on the specific problems that Tier-2 

rental markets face, even though there is a 

lot of information out there on PropTech and 

digital trust systems. Most studies that are 

already out there look at Tier-1 cities, where 

infrastructure, digital literacy, and user 

behavior are very different from smaller 

metropolitan areas.  

This study seeks to overcome this gap by 

concentrating on the trust deficit as a pivotal 

concern in Tier-2 rental ecosystems and 

examining how digital solutions might be 

customized to tackle both structural and 

behavioral difficulties unique to these 

markets. 

 

II. RESEARCH METHODOLOGY  

This study employs a mixed-method 

research technique to examine the trust gap 

in Tier-2 rental markets and assess the 

efficacy of digital solutions in mitigating 

these difficulties. The integration of 

quantitative and qualitative methodologies 

facilitates a thorough comprehension of both 

quantifiable trends and behavioral patterns. 

For Primary Data, we used Google Forms to 

construct a structured questionnaire and sent 

it out through digital channels like 

WhatsApp and peer networks to collect 

primary data. The poll was aimed at people 

who rent, landlords, and those who rent in 

Tier-2 cities, especially Kanpur and 

Lucknow. We got and looked at 112 

legitimate responses in all. To supplement 

the survey, informal interviews were 

performed with chosen participants, 

including tenants and landlords, to provide 

more profound insights into trust-related 

issues, decision-making behaviors, and 

actual rental experiences. 
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For Secondary Data, we got secondary data 

from government reports, industry reports, 

and academic research about real estate, 

prop-tech usage, and digital trust systems. 

These sources helped put the main findings 

in context and detect bigger market patterns. 

Percentage and frequency distribution 

methods were used to look at quantitative 

data, while theme analysis was used to look 

at qualitative data to find recurring problems 

like lack of verification, communication 

gaps, and reliance on intermediaries. The 

study offers significant insights; 

nevertheless, it is constrained by its sample 

size and concentration on particular Tier-2 

cities, which may not adequately reflect all 

regional variances throughout India.  

 

III. FINDINGS  

The examination of primary and secondary 

data indicates that the trust deficit in Tier-2 

rental markets is attributable to various 

interconnected structural and behavioral 

challenges rather than a singular reason. One 

of the most important things we learned is 

that there are no dependable verification 

systems. Most of the people who answered 

said they have seen fraudulent or deceptive 

listings, which shows that information 

asymmetry is a big problem in these 

markets. In Tier-1 markets, postings are 

often checked, but in Tier-2 areas, there are 

no standard ways to check listings, which 

makes things uncertain and risky for tenants. 

Another important result is that local brokers 

are quite important. Brokers help landlords 

and tenants get in touch with one other, but 

their power makes it hard to get all the 

information and sometimes leads to greater 

transaction fees and biased communication. 

This dependency continues mostly because 

there aren't any credible alternatives, not 

because users want it that way. 

Communication problems became a major 

cause of distrust. Respondents brought up 

problems including slow responses, 

confusing rental terms, and revisions to 

agreements at the last minute. This absence 

of clear communication lines makes things 

less clear and makes the rental process more 

difficult. 

The study also finds a trust problem on both 

sides. Tenants are worried about the 

legitimacy and price of the home, while 

landlords are worried about the reliability of 

their tenants and the fact that they don't do 

sufficient background checks. This shows 

that the lack of trust is not just one-sided; it 

is a problem for the whole rental economy. 

One important behavioral discovery is how 

much people depend on their personal 

networks and offline references. People tend 

to trust sources they know more than digital 

channels, even if it takes longer. This shows 

that trust in Tier-2 marketplaces comes from 

people, not from the system.  
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But the results also show that younger 

people are changing how they utilize things. 

Gen Z and Millennial respondents are 

clearly open to using digital platforms as 

long as they have verified listings, clear 

protocols, and a better user experience. This 

points to a new chance for tech-based 

solutions. 

The study concludes that current digital 

platforms exhibit restricted adoption in Tier-

2 cities due to their lack of adaptation to 

native requirements. Generic solutions don't 

take into account how cities work, how 

people behave culturally, and what people 

expect from trust.  

In general, the results show that digitization 

alone won't fix the trust gap. It needs a 

localized, trust-based approach that includes 

verification, transparency, and user behavior 

in the architecture of the platform.  

 

IV. CONCLUSION  

This study finds that the lack of trust in Tier-

2 rental markets is a major problem that 

makes the housing ecosystem less efficient, 

less transparent, and less likely to flourish. 

The results show that the problem is not just 

with technology; it is also deeply embedded 

in structural inefficiencies and behavioral 

tendencies. The lack of established 

verification mechanisms, too much reliance 

on middlemen, and unclear communication 

all make the rental experience for both 

tenants and landlords less reliable and more 

confusing. 

The study shows that confidence in these 

marketplaces is mostly informal and based 

on social networks, not on institutional or 

digital systems. This makes it harder to grow 

and causes problems with rental 

transactions. At the same time, younger 

people are becoming more conscious of and 

using digital technology, which shows a 

change in thinking and presents a big chance 

for change. Digital platforms could help 

with these problems, but only if they go 

beyond just listing services and make trust a 

key part of their business. Verified identities, 

validated property listings, clear pricing, 

user reviews, and secure communication 

routes are all examples of solutions that can 

greatly lower ambiguity and boost consumer 

confidence. But one important thing this 

study found is that a one-size-fits-all 

approach is probably not going to work in 

Tier-2 cities. Platforms need to utilize a 

design that is based on the behaviors and 

cultures of the locations they are in and that 

is focused on the needs of the users. Building 

trust in these marketplaces needs more than 

just technology; it also needs to know how 

users see credibility and reliability. 

In conclusion, closing the trust gap in Tier-2 

rental markets needs a comprehensive 

approach that combines new technology 

with the capacity to react to local conditions. 

Platforms that successfully integrate trust 
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into their fundamental architecture possess 

the capacity to revolutionize rental 

ecosystems, diminish reliance on informal 

networks, and foster a more transparent, 

efficient, and scalable housing market in 

burgeoning metropolitan areas. 
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