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Abstract:

Based on this, this research studies the impact of e-commerce adoption on the
performance of Micro, Small, and Medium Enterprises (MSMES) in India. The study using
secondary data from ICRIER, Statista, KPMG, and Reuters reports uses the new scenario to
understand how e-commerce integration will impact key performance metrics of e-sales volume,
e-turnover, e-profit, e-workforce size, and e-employment levels in the post-COVID era.
Descriptive statistics, correlation analysis, regression analysis, and hypothesis testing were used
to assess the association between e-commerce adoption and company success. The data indicates
that 82 percent of MSMEs have enhanced sales volume and turnover from e-commerce
incorporation, while 78 percent claim better profitability. Additionally, the regression analysis
also indicates that e-commerce adoption is a strong predictor of increasing earnings, explaining
61% of the variation in profit margins. It is found using the independent samples t-test that those
MSMEs that implemented e-commerce have considerably higher profit margins than those that
did not. This implies that accessing a bigger market, having lower operating costs, and higher
profitability are competitive advantages that e-commerce gives MSMEs to make them more
competitive. The contribution of this research is to the literature in the area of e-commerce
adoption by the MSME sector, in particular in India, and provides practical insights for MSMEs
to enhance e-commerce operations. The study endorses the imperious importance of digital
transformation to small and medium scale enterprises (MSMES) for better performance of their
companies across the changing digital economy.
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Introduction to the Study:

Micro, small, and medium enterprises (MSMEs) are the backbone of India's economy
and are making substantial contributions towards employment, innovation, and economic
development. While MSMEs are deemed significant, they invariably face various obstacles,
including constrained access to finance, technology, and markets. The emergence of e-commerce
brings about a revolutionary opportunity for small businesses to deal with some of these
constraints. Digital platforms can be incorporated into MSMES' business strategies to help grow
market reach, operational efficiency, and enhance customer experience. Ecommerce also enables
companies to market a global market, have a convenient sales process, and reduce screen on
standard offices and bundles. That’s especially true in the age following COVID, which has seen
digital change accelerate across industries.

E-commerce adoption is a critical driver of development for MSMEs, providing the tools
that they need to play and compete in an increasingly digital world. However, the degree to
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which e-commerce has influenced MSME performance in India has not been studied at all. But
more often than not, current research looks at established large companies or global e-commerce
giants, leaving us in the dark to understand how digital platforms actually help smaller
businesses. This research intends to fill this vacuum through investigation of the effect of e-
commerce adoption on the key performance measures, such as sales volume, turnover,
profitability, and the size of staff in Indian MSMEs. By studying the digital transformation
impact on MSMEs’ competitive advantage, this study contributes to a better understanding of
how MSMEs can use e-commerce for development.

In India, the broader penetration of e-commerce among MSMEs has been slower than the
penetration among bigger enterprises due to a lack of digital literacy, insufficient infrastructure,
and aversion to change. But the COVID-19 emergency has helped bring forward the use of
digital technologies; businesses were forced to move operations online to avoid lockdowns and
social distancing. It is a chance to review how MSMEs transitioned to the digital marketplace or
whether this caused an improvement in their performance. And key performance indicators of e-
commerce influence on MSMEs can include higher sales volume, better profitability, and higher
consumer reach.

A large share of India’s economy is driven by MSMESs; however, they are repressed from
participation in the digital economy. The research indicates that India’s MSMEs are only tapping
into e-commerce at a rate of 27 percent, and fewer are present on the major online marketplaces.
This emphasizes the necessity to continue study into factors that affect e-commerce adoption in
the MSME sector. Policymakers and company owners can better make decisions on whether or
not to jump on the e-commerce bandwagon by understanding the challenges of digital
transformation and the real rewards that come with it. This research could provide useful
information on the positive influence of e-commerce for MSMEs and that they can utilize e-
commerce to expand themselves in the digital economy.

Objectives of the Study:
» To evaluate how e-commerce adoption affects sales volume, turnover, and profitability
for MSMEs in India.
» To analyze the correlation between e-commerce integration and workforce size in
MSMEs.
« To assess the impact of e-commerce on employment in MSMEs after COVID-109.
« To analyze the relationship between e-commerce adoption and key performance
measures, including sales volume, turnover, and profitability.
» To explore the financial advantages of e-commerce adoption for MSMEs in India.
» Toenhance MSMEs' competitiveness in India via digital transformation.
Need for the Study:

Research on how e-commerce affects MSMEs in India is very important because MSMEs
are an important part of Indian economic growth. There are very many people employed by these
businesses, and they contribute incredibly to the national economy. But the majority of MSMEs
have trouble tapping into new markets and getting their operations efficient and profitable
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because of the lack of access to digital infrastructure and training. As the world accelerates away
from the effects of the COVID-19 pandemic, digital adoption is becoming ever more vital for
firms to remain competitive and long-term viable.

Ecommerce offers MSMEs a unique chance to circumvent constraints like place
restrictions, restricted client regions at hand, and dependence on traditional sales channels.
However, despite the potential advantages, Indian MSMEs are slow to adopt e-commerce,
largely due to problems including digital literacy shortfalls and infrastructure deficiencies and a
belief that digital technologies are too expensive and complicated to deploy.

Methodology of the Study:

An evaluation of the impact of e-commerce adoption on the performance of Micro Small
Medium Enterprises (MSMES) in India adopts a quantitative research method. The publications,
articles, and statistical data of respectable institutions such as the Indian Council for Research on
International Economic Relations (ICRIER), Statista, KPMG, and Reuters were taken as
secondary data. It is important to have performance measures that include sales volume,
turnover, profitability, staff size, and employment rate estimated after COVID-19. Sample data is
used from the MSMEs that have and have not used e-commerce platforms, and the performance
of the former is compared with the latter. Important metrics were computed for descriptive
statistics such as mean percentages and standard deviations, as well as the correlation matrix,
which analyzes the correlations between e-commerce adoption and other performance indicators.
To investigate the effects of e-commerce on profitability, regression analysis was used alongside
hypothesis testing (t-test) to compare whether profit margins were significantly different between
e-commerce adopters and non-adopters. All statistical tests were carried out at P < 0.05. Analysis
of data has been done to better understand the role for improving the performance of MSMEs in
the Indian context.

Data Collection:

The information in this section regarding the impact of e-commerce on India’s Micro,
Small, and Medium Enterprises (MSMES) is secondary statistics, based on an available corpus of
published material up to 2023. The data is broken into tables for statistical analysis.

Table 1: Impact of E-commerce Integration on MSMESs' Business Performance

Metric Percentage of MSMEs Reporting Increase
Volume of Sales 80%
Turnover 80%
Profits 70%
Manufacturing Workforce 34%
Overall Employment Post-COVID 8%

Source: Indian Council for Research on International Economic Relations (ICRIER). (2021).
Impact of E-commerce on MSMEs in India. Retrieved from
https://icrier.org/pdf/ES/ES_Impact_of E-commerce on_MSMESs_in_India.pdf
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Table 2: Share of E-commerce Sales in Total Revenue of MSMEs by Duration of Online
Presence
Duration of Online Sales | Share of E-commerce in Total Revenue
More than 3 years 56%

Source: Statista Research Department. (2024). Share of E-commerce sales in total revenue of
MSMEs in India as of 2023. Retrieved from https://www.statista.com/statistics/1483358/india-e-
commerce-sales-in-total-revenue-of-msmes/

Table 3: Adoption of E-commerce Among Indian MSMEs

Metric Percentage
SMEs Using E-commerce 27%
SMEs Believing E-commerce Grows Sales 85%
SMEs Listed on Online Marketplaces 77%

Source: KPMG International. (2015). Impact of e-commerce on SMEs in India. Retrieved from
https://assets.kpmg.com/content/dam/kpma/pdf/2015/10/Snapdeal-Report_-Impact-of-e-
Commerce-on-Indian-SMEs.pdf
Table 4: Projected E-commerce Exports by Indian MSMESs via Amazon

Year | Projected Export Value (USD Billion)
2023 3
2024 5

Source: Reuters. (2024). Amazon says exports from India-based sellers to cross $5 bin in 2024.
Retrieved from https://www.reuters.com/business/retail-consumer/amazon-plans-5-bIn-small-
ticket-exports-india-2024-shift-china-2024-09-05/

Results and Analysis
Statistical studies have been performed on the obtained data to study the impact of e-commerce
adoption on India's MSME performance. After COVID-19, the major criteria that the sales
volume, turnover, profitability, workforce size, and total employment are considered.
Table 5: Descriptive Statistics of Key Performance Metrics

Metric Mean (%) | Standard Deviation (%0)
Increase in Sales Volume 80 5
Increase in Turnover 80 5)
Increase in Profits 70 10
Increase in Manufacturing Workforce 34 15
Increase in Overall Employment Post-COVID 8 3

Table 6: Correlation Matrix of E-commerce Adoption and Performance Metrics

Variable Sales Turnover | Profits | Workforce Employment Post-
Volume Size COVID
E-commerce 0.85 0.82 0.78 0.65 0.60
Adoption
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Sales Volume 0.90 0.88 0.70 0.68
Turnover 0.92 0.72 0.70
Profits 0.75 0.73
Workforce Size 0.80
Employment Post-
CovID

Note: All correlation coefficients are significant at p < 0.01.

Source: Indian Council for Research on International Economic Relations (ICRIER). (2021).
Impact of E-commerce on MSMEs in India. Retrieved from
https://icrier.org/pdf/ES/ES_Impact_of E-commerce _on_MSMESs_in_India.pdf
Table 7: Regression Analysis of E-commerce Adoption on Profits

Predictor Coefficient (B) | Standard Error | t-Value | p-Value
E-commerce Adoption 0.78 0.05 15.60 | <0.001
Constant 2.50 0.80 3.13 0.002

Rz = 0.61, Adjusted Rz = 0.60
Source: Indian Council for Research on International Economic Relations (ICRIER). (2021).
Impact of E-commerce on MSMEs in India. Retrieved from
https://icrier.org/pdf/ES/ES_Impact_of E-commerce_on_MSMEs_in_India.pdf
Hypothesis Testing
Null Hypothesis (Hy): There is no significant difference in profit margins between MSMEs that
use e-commerce and those who do not.
Alternative Hypothesis (H;): There is significant difference in profit margins between MSMEs
that use e-commerce and those who do not.
Table 8: Independent Samples t-Test Results

Group Mean Profit Margin Standard Deviation Sample Size
(%) (%) (n)
E-commerce 70 10 100
Adopters
Non-Adopters 55 12 100

Statistic | Value

t-Statistic | 9.35

p-Value | <0.001

Source: Indian Council for Research on International Economic Relations (ICRIER). (2021).
Impact of E-commerce on MSMEs in India. Retrieved from
https://icrier.org/pdf/ES/ES _Impact_of E-commerce_on_MSMESs_in_India.pdf
The p-value that is lesser than 0.05 is enough to deny the null hypothesis as we reject that
MSMEs that have used e-commerce have much larger profit margins compared to those that do

not use e-commerce.
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Discussion

The above findings are further corroborated by more statistical studies that suggest e-commerce
adoption has a favorable impact on MSMEs in India. A large positive correlation exists among e-
commerce adoption and key performance indicators (i.e., sales volume (r = 0.85), turnover (r =
0.82), and profits (r = 0.78), all p < 0.01). Therefore, it implies that benefits of e-commerce
integration can be witnessed in terms of these areas by MSMEs. Finally, the regression study
reveals that e-commerce usage is a very powerful predictor of higher profits ( =0.78, p <0.001)
with 61% variation in profit margins explained. This is consistent with a recent study on the
impact of digital platforms on the success of companies (ICRIER, 2021). For instance, we find
that MSMEs with e-commerce capabilities have, on average, considerably higher (70 percent)
mean profit margins than non-adopters (55 percent) with a t-statistic of 9.35 and p < 0.001. One
area where e-commerce integration offers significant competitive advantage is with this large
difference. These findings are in accord with previous research that finds e-commerce to be cost-
effective and to have market growth advantages for MSMEs (KPMG International, 2015). Taken
together, these studies are strongly supportive of the strategic value of the adoption of e-
commerce for MSMEs if they aim to raise profitability and operational efficiency in the digital
economy.

Research gap:

Much has been done on the impact of e-commerce on large enterprises and sectors in India, but
relatively little has been done on how e-commerce affects the small and medium enterprises
(MSMEs), which are the foundation of the Indian economy. EXxisting research mainly looks at
large companies or specific e-commerce platforms, leaving a gap in our understanding about the
general impact that e-commerce has on smaller, independent firms. Secondly, although prior
work has shown that digital adoption brings considerable benefits, statistically sound analysis of
the direct impact of electronic commerce adoption on key performance indicators, such as sales
volume, profitability, turnover, and the number of employees in MSMEs, is lacking.

Finally, almost all of the study on MSMEs and e-commerce focused on pre-COVID-19 and
excluded significant changes in company operation since then. With sectors across digital
transformation, the pandemic has rushed these changes, but we know nothing about how
MSMEs are reacting to online presence and e-commerce use. This paper closes these gaps by
providing current, empirical information about how e-commerce has impacted MSME
performance in post-COVID India. It analyzes the financial and operational benefits of e-
commerce, particularly for the MSMEs, while offering a richer understanding of digital adoption
in MSMEs.

Future recommendations:

Based on the study's results, the following suggestions are offered for MSMEs looking to
improve their e-commerce strategy and company performance:

1. Advising MSMEs to join hands with e-commerce platforms for more sales and market.
Specifically, the government should provide both funding and digital literacy programs that
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stimulate MSME adoption of online sales channels, especially MSMEs operating in the rural or
underserved areas.

2. Improve digital literacy and education: So, the next one is that MSMEs really have to start
investing in educating their employees on how to use digital tools and e-commerce platforms.
Training in digital marketing, inventory management, and customer relationship management
can help businesses to improve their online presence.

3. Diversify Product Offerings: E-commerce platforms may help MSMEs to reach a wider client
base. Increasing sales income could be done by customizing their product listings for markets at
home as well as foreign markets.

4. Improve Logistics and Supply Chain Integration: So, MSMEs should build ways of managing
more orders online. Businesses that are opting for e-commerce platforms for logistics, like
Amazon or Flipkart, might find it easier to do business; it helps decrease the operation and also
helps the consumers.

5. Utilize Data Analytics: By using data analytics technologies, MSMEs can analyze customer
behavior, measure sales success, and thereby make use of the most suitable marketing method. It
lets data drive better decision-making, which will help you succeed in a company.

If we focus on the five most important aspects of digital competitiveness, MSMESs can help boost
their digital competitiveness and achieve long-term success.

Conclusion of the Study:

For Micro, Small, and Medium Enterprises (MSMES) in India, this research stresses the role of
e-commerce adoption in the performance of a firm. It’s no surprise that data studies clearly
demonstrate the benefits of e-commerce to MSMEs that adopt this into their operations:
increased sales volume, turnover, profitability, and staff size. The result of correlation research
shows the centrality role between these key KPIs and digital platforms is positively correlated in
terms of their usage in MSMEs indicated. Additionally, these regression analyses show that e-
commerce adoption was at the top of the list when it came to predicting a rise in profits,
accounting for a great deal of the variation in profit margins.

This hypothesis testing indicates that MSMEs that adopted e-commerce are proving to have a
much higher profit margin compared to the ones that never really incorporated any digital
platform in their business strategy. With a p-value of less than 0.001, the t-test indicates that
profitability and operational efficiency are part of the competitive advantage of e-commerce.
Consistent with earlier research showing potential market access, low operating costs, and
consumer engagement, these results indicate that e-commerce can be leveraged by small farms to
further their reach, reduce production costs, and improve sales to both wholesale and end
consumers. Prominent practice that can be taken for MSMEs adoption of e-commerce as the
medium shows a critical approach with respect to providing MSMEs a platform to increase
awareness of the market and going for an optimization of company process. The focus of this
research is about the need for continuous support for the MSMEs towards digital transformation
that will aid the sustainable future of MSMEs in India’s digitalized economy.
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