Journal of Information Systems Engineering and Management
2025, 10(408)

e-ISSN: 2468-4376

https://www.jisem-journal.com/ Research Article

The Path Towards Digitalization: An Empirical Study
Exploring the Digital Landscape of MSMEs

[1] Dr. B. Uma Rani, [2] Bade Sudarshan Chakravarthy, [3] Dr. Sushil Kumar Shukla
[1] Assistant Professor- Management Studies, BVRIT HYDERABAD College of Engineering for Women, Hyderabad, Telangana, India.
[2] Research Scholar, Annamalai University, Tamilnadu, India.

[31 Professor (Statistics)- Department of Community Medicine, Uttar Pradesh University of Medical Sciences, Saifai, Etawah, Uttar Pradesh,
India.

[1] umarani.b@buvrithyderabad.edu.in [2] bschakravarthy @hotmail.com, [3] dr.sushilz450 @gmail.com

ARTICLE INFO ABSTRACT

Received: 26 Dec 2024 Digitalization is the strategic utilization of digital technologies to redefine business models,

opening new avenues for revenue and value creation. India finds itself amidst a digital revolution

spurred by widespread internet availability, a burgeoning number of smartphone users, and a

Accepted: 22 Feb 2025 notable surge in digital media consumption. This transformation owes itself to the affordability
of devices and accessible network costs. Its impact spans across diverse sectors of the Indian
economy, transforming how urban communities access information and revolutionizing
traditional practices among farmers, from cultivation to the sale of produce. This research paper
delves into the empirical facets of digitalization within Micro, Small and Medium Enterprises
(MSMEs), offering a comprehensive examination of the challenges and opportunities inherent
in their digital transformation. Through a meticulous analysis of real-world experiences, this
study illuminates the obstacles hindering MSMEs in their adoption of digital technologies.
Moreover, this research unveils the promising prospects and opportunities awaiting MSMEs that
effectively embrace digital tools, showcasing success stories that underscore the transformative
potential of strategic digital investment. .The study revealed that among the digital channels,
websites and SEO stand out as the most frequently utilized. While some digital channels might
not see active use, online visibility remains a critical aspect. This suggests opportunities for
educating and raising awareness among MSMEs, especially regarding the limited adoption of
advanced digital channels. The study also emphasized that MSMEs are inclined to adopt digital
channels that offer tangible benefits, are user-friendly, and cost-effective. Furthermore, the
utilization of digital tools varies notably based on company size. Ultimately, this paper
contributes to understanding the nuanced dynamics of digitalization in MSMEs and emphasizes
the necessity of proactive measures to empower these enterprises in leveraging digital
technologies for sustainable growth and competitiveness.
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I. INTRODUCTION

Micro, Small, and Medium Enterprises (MSMEs) constitute a cornerstone of India's economic and societal
progress. According to the Ministry of Micro, Small & Medium Enterprises, this sector contributes approximately
8% to the country's GDP and significantly impacts industrial output, job creation, and the generation of export
revenue. The revised definition of micro, small, and medium enterprises (MSMEs), effective from 2020, classifies
these enterprises as follows: A Micro Enterprise is characterized by an investment in Plant and Machinery or
Equipment that does not exceed one crore rupees and a turnover that does not surpass five crore rupees. A Small
Enterprise is identified by an investment in Plant and Machinery or Equipment that does not exceed ten crore rupees
and a turnover that does not surpass fifty crore rupees and a Medium Enterprise is defined by an investment in
Plant and Machinery or Equipment that does not exceed fifty crore rupees and a turnover that does not surpass two
hundred and fifty crore rupees.

Crucially, MSMEs serve as substantial employment hubs, offering significant job opportunities at lower capital
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costs compared to larger industries. They play a pivotal role in fostering industrialization in underdeveloped
regions, thereby reducing regional disparities and ensuring a more equitable distribution of national wealth. With
around 80 million people employed in this sector, MSMEs contribute substantially, representing 45% of the
nation's industrial output and contributing to 40% of its exports. Additionally, they act as vital auxiliary units to
large industries, furthering the socio-economic growth of the nation. These accomplishments have largely been
propelled by the increasing penetration of the internet, enabling MSMEs to tap into business prospects directly with
end customers. Digitalization, as defined by Gartner, involves leveraging digital technologies to transform
business models, creating fresh avenues for revenue and value. India is currently experiencing a digital revolution
propelled by widespread internet access, burgeoning smartphone usage, and a surge in digital media consumption,
facilitated by affordable devices and accessible network costs. This digital transformation is reshaping various
facets of the Indian economy, from the way urban populations’ access information to how farmers cultivate and
sell their produce. It has revolutionized traditional methods across manufacturing, storage, handling, and
transportation, marking a paradigm shift in operational norms.

II. REVIEW OF LITERATURE

Digital marketing is not merely traditional marketing enhanced by digital elements; rather, it represents a distinct
approach to marketing with its own characteristics and dynamics (Jarvinen et al. (2012). Unsurprisingly, research
indicates that small and medium-sized enterprises (SMEs) are generally in the early stages of embracing digital
channels. Firm size significantly influences adoption, with small firms being the least to adopt (Lucia-Palacios et al.,
2012). Larger businesses tend to acquire the essential resources and expertise required for efficient integration
of new digital mediums and tools. (Barnes et al., 2012). Karjaluoto et.al (2010) classified the motives driving the
adoption of digital channels by micro firms into three primary categories; factors related to the firm and its owner-
manager, factors linked to resources, and environmental influences. According to them these factors can help both
in facilitation or can inhibit adoption. The advent of social networking is transforming the traditional customer-
marketer relationship, shifting power from sellers to buyers (Hennig-Thurau et al., 2010). This change compels
to have two-way communication, emphasizing collaboration and engagement. Interactivity on the internet,
particularly through social media, is suggested to have a positive influence on a company's virtual performance. This
includes increased client attention, resilient relationships, higher overall satisfaction, and, in some cases, driving
straight sales-related outcomes (Simmons, 2007; Rishika et al., 2013).

Previous studies have explored digital marketing adoption in SMEs from internal factors such as company-specific
factors, strategy, approaches, and skills and also external factors such as company’s infrastructure and
environmental perspectives (Dholakia, 2004). Small and medium enterprises (SMEs) face significant limitations
stemming from financial constraints and other resource limitations, as highlighted by researchers like Mubarak
(2019) and Elhusseiny (2021). These challenges hindering SME growth can be grouped into several categories.
Technical barriers encompass issues like a deficiency of skilled employees and administrators, as well as inadequate
information and communication technology (ICT) infrastructure. Organizational barriers, including inadequate
resources especially finance, resistance to change, dearth of management support and a deficit in research and
development infrastructure, also impede progress. Moreover, technological barriers arise due to SMEs' reluctance to
adopt advanced technologies like ERP, CAD, CAM, AI&ML and Industry 4.0 applications, which could otherwise
foster innovation in manufacturing and logistics. Additionally, legal barriers emerge from poor coordination
between different hierarchical levels within the company. These obstacles, however, can be alleviated through the
adoption of suitable digital tools. Embracing Industry 4.0 technologies presents SMEs with opportunities to
personalize their products according to client’s tastes and preferences, create new client services to meet unmet
client needs, and optimize manufacturing processes, thereby initiating cost-saving measures (Riccardo Ricci, 2021).

III. DIGITAL COMMUNICATION AND SOCIAL MEDIA

Digital transformation extends beyond historical industrial revolutions; it encapsulates the entirety of
development's scope and pace. The World Development Report 2016 highlights three primary mechanisms:
Inclusion (lowering information sharing costs), Efficiency (enhancing coordination and allocation through real-
time information flows), Innovation (creating new networks and platforms)

Copyright © 2024 by Author/s and Licensed by JISEM. This is an open access article distributed under the Creative Commons Attribution License 560

which permitsunrestricted use, distribution, and reproduction in any medium, provided the original work is properly cited.



Journal of Information Systems Engineering and Management
2025, 10(408)

e-ISSN: 2468-4376

https://www.jisem-journal.com/ Research Article

A. MSME’s digital transformation:

The digital revolution within India's Micro, Small and Medium Enterprises (MSMEs) stands as a
transformative force reshaping the nation's business landscape. Fueled by accessible technology and governmental
initiatives, MSMEs are experiencing a fundamental shift in how they operate. Embracing this shift, many MSMEs
are integrating digital tools and technologies into their day-to-day operations. This transformation encompasses a
wide spectrum, from adopting cloud-based solutions and harnessing data analytics to reimagining processes for
heightened efficiency. Studies indicate that digital marketing can be a boon for MSMEs, aiding in the marketing
and promotion of their offerings. However, there exists a notable gap between demand and supply, hindering
small and medium-sized businesses from effectively utilizing digital marketing platforms and e- commerce.
Hence, it becomes imperative to promote understanding of the importance of technology adoption in marketing
and acknowledge the extensive opportunities it presents.

Despite this progress, challenges persist, notably in the form of inadequate digital infrastructure, a scarcity of
skilled professionals, and concerns regarding cyber security. To counter these challenges, the government's policies
aimed at cultivating a digital ecosystem and initiatives promoting digital literacy play a pivotal role in steering this
transformation. Digitalization presents several hurdles for MSMEs, including deficiencies in crucial digital
infrastructure like high-speed internet, a lack of necessary mindsets and digital expertise, and financial
constraints. As MSMEs embrace digitalization, their vulnerability to online threats significantly rises, potentially
causing disproportionate costs that permeate deeply into their supply chains.

Recognizing the imperative of digitalization for competitiveness and resilience, MSMEs are increasingly
acknowledging the need to embark on their digital journeys. Collaborations, capacity-building programs, and
innovative strategies are emerging as vital elements in accelerating and sustaining this transformative trajectory
within India's SME sector.

B. Digital Technologies accessible to MSME’s:

The array of digital technologies available to Micro, Small, and Medium Enterprises (MSMEs) is vast and varied,
offering a spectrum of tools and solutions. These include cloud computing, data analytics, applications related
to Internet of Things (IoT), artificial intelligence (AI), machine learning, e-commerce platforms, online marketing
tools, and client relationship management (CRM) systems.

A wealth of digital technologies offers MSMEs a range of tools to strengthen their operations and competitiveness.
Among these, cloud computing serves as a fundamental resource, delivering scalable and cost-efficient solutions for
storing data, accessing software applications, and utilizing computational resources. Furthermore, data analytics
tools empower SMEs to derive valuable insights from their data, enabling well-informed decision-making and
personalized customer experiences.

E-commerce platforms and digital marketing tools play a pivotal role in enabling SMEs to expand their reach to
broader audiences and connect with customers on a global scale. Automation technologies, including AI and
machine learning, streamline processes, minimize manual tasks, and optimize workflows, ultimately enhancing
productivity. Additionally, innovations such as the Internet of Things (IoT) facilitate real-time monitoring and
efficient management of assets, leading to improved resource utilization and predictive maintenance.

While these technologies offer significant opportunities for SMEs, the challenge often revolves around navigating
the multitude of options available, addressing concerns related to costs, and ensuring that the workforce possesses
adequate digital literacy and skills to effectively leverage these transformative tools.

C. Importance of digitalization for MSME’s

Digitalization unlocks numerous benefits for Micro, Small and Medium Enterprises (MSMEs) like streamlining
processes, enhancing efficiency, reducing costs, and improving decision-making through data-driven insights.
Additionally, digitalization fosters better customer engagement and expanded market reach, empowering MSMEs
to access a global audience and adapt swiftly to market demands. It also facilitates agility, allowing these
enterprises to respond promptly to changing business landscapes and customer preferences.
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Digitalization brings a myriad of transformative advantages to MSMEs, fundamentally altering their methods of
operation and competitive stance in today's business arena. One key benefit lies in heightened efficiency, achieved
through streamlined processes and automation, reducing manual workloads and operational expenses. The
accessibility provided by digital platforms and e-commerce extends SMEs' market reach beyond borders, opening
avenues to new customer segments and global prospects.

Harnessing insights from digital tools empowers SMEs with data-driven decision-making, fostering adaptability
to market shifts and customer needs. Furthermore, digitalization fuels innovation within SMEs, paving the way for
the creation of fresh products, services, and business models to stay ahead in the competitive landscape.
Collaboration and communication flourish via digital channels, enabling stronger partnerships and connectivity
among diverse stakeholders. Ultimately, digitalization not only amplifies the operational capacities of SMEs but
also fortifies their resilience, adaptability, and long-term sustainability in an increasingly digitized business realm.

IV. RESEARCH METHODOLOGY

A. Objectives

1. To asses various digital marketing strategies employed by the companies.

2. To analyze the influence of digital marketing activities on overall companies outcomes.

3. To investigate and analyze the specific challenges encountered by companies in executing their digital
marketing activities.

B. Methodology

The research employed a two phase primary data collection methodology which included a structured
questionnaire followed by a semi-structured interview. The first phase aimed at gathering in-depth knowledge
about companies' digital marketing activities, their use of digital channels, and any difficulties encountered and
the second phase of interviews aim to collect detailed information challenges faced. The questionnaire is
developed based on knowledge obtained from prior studies (Jarvinen et al., 2012; Michaelidou et al., 2011) and
the insights gathered during the interviews.

V. RESULTS AND DISCUSSIONS

Information was gathered from a randomly selected sample of 100 Micro, Small, and Medium Enterprises
(MSMESs) located in and around the twin cities of Hyderabad. An online questionnaire link was emailed to the
managers these enterprises within the sample. Ultimately, 72 completed questionnaires were received, each
representing distinct industries such as engineering, metal, pulp and paper, food processing, Fast-Moving
Consumer Goods (FMCG), and various other service sectors. The survey employed a 5-point Likert scale spanning
from 1 (indicating extremely unimportant) to 5 (indicating extremely important).

Table 1: Sample characteristics

Industry N %
Manufacturing 23 32
Trade 16 22
Other Services 33 46
Total 72 100
Size N %
Micro 45 62
Small 27 38
Medium - -

Total 72 100

a Missing values; valid percentages used

Table 1 shows the sample characteristics of the study conducted which reveals that manufacturing enterprises
comprise of 32%, Trade is 22% and services enterprises constitute about 46%. In addition the survey involved
major portion of micro enterprises which constituted around 63% of the total.
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Table 2: Perceived Importance of Digital Tools by MSME’s

All Micro  Small
X X X sig.

Business Portal 3.74 3.50 3.98 .000**
Digital advertising  2.68 2.46 2.82 0.091
SEO Tools 2.58 2.20 2.82 .000*
Social Networking 256 226 278 001***
Platform
Email advertising 2.27 2.23 2.29 0.450
User Groups 2.07 1.92 211 0.560
Blogs 1.38 1.36 1.45 0.234

Note: * significant at 0.05 level, **significant at 0.01 level
***significant at 0.001 level

Table 2 reveals that the most frequently used digital marketing channels, according to the research, are the
business portals i.e. their own web-sites, digital advertising, search engine tools and social media platforms. The
impact of firm size on digital channel utilization in marketing and communications is statistically significant at
the 0.05 level across all cases, except for online advertising, user groups, advertising through emails and also
blogs. These findings reveal a nuanced picture of digital marketing channel utilization within SMEs. While the
surveyed channels (Business portals, Social media and Search Engine Tools) are commonly used, a substantial
portion of respondents indicates low or no activity on these platforms. The impact of firm size on the activity levels
suggests that larger firms tend to be more active in utilizing certain digital marketing channels.

Understanding these patterns can inform strategies for optimizing digital marketing efforts in SMEs, considering
both the prevalence of use and the level of activity on specific channels. Further exploration into the reasons behind
varying activity levels and the potential benefits of more active engagement can provide valuable insights for SMEs
seeking to enhance their digital presence and marketing effectiveness.

Table 3: Reasons for Digitalization by MSME’s

All Micro Small

_ X X X sig.
Efficiency in 3.45 3.19 3.71  .003**

communication
Decreasing Cost 3.23 3.11 3.20 .034%

Improving customer 3.21  3.01 3.45 .005**

satisfaction
Customer 3.20 2.95 3.47 0.92

acquisition
Enhancing Brand 3.18 2.95 3.41  .000%**

Image
Enhanced customer3.18 2.86 3.5 .032*
lovalty
Improving customer 3.10 2.86 3.34 .009*

service
Growing sales to2.70 2.49 2.9 0.065

old/new customers

Note: * significant at 0.05 level, **significant at 0.01 level

***significant at 0.001 level
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This suggests opportunities for educating and raising awareness among MSMEs, especially regarding the limited
adoption of advanced digital channels. The study also emphasized that MSMEs are inclined to adopt digital
channels that offer tangible benefits, are user-friendly, and cost-effective. Furthermore, the utilization of digital
tools varies notably based on company size.

In conclusion, the digitalization landscape for Micro, Small and Medium Enterprises (MSMEs) in India reflects
a dynamic yet evolving scenario. This study has unveiled critical insights into the adoption patterns, challenges,
and preferences among these businesses in embracing digital technologies. While there's a clear recognition of
the importance of online visibility, the disparity in the utilization of advanced digital channels and the perceived
importance of enhancing sales for existing customers highlights crucial areas for education and awareness initiatives
within the MSME community. Resource constraints, particularly a lack of knowledge and time, emerge as significant
barriers, underscoring the need for accessible and targeted support mechanisms. However, success stories from
MSMEs that have committed to and invested in digital strategies highlight the immense potential and rewards that
await those willing to navigate and leverage these tools effectively. Moving forward, facilitating comprehensive
and tailored support programs, coupled with strategies that emphasize not only financial investment but also the
strategic allocation of time and expertise, will be pivotal in driving a more inclusive and impactful digital
transformation within India's MSME sector.

The objectives of digital marketing mediums in MSMEs, as revealed by the study findings (Table 3), are
primarily sales-centric. The most significant objective was to facilitate sales. Enabling efficiency in messages and
enhancing client service was also highlighted as a crucial objective. These findings emphasize the pragmatic and
sales-driven orientation of SMEs in their use of digital marketing channels. The website plays a central role in
achieving various objectives, with an emphasis on sales and customer service. The perceived importance of search
engine marketing for sales and advertising aligns with the overall sales-centric nature of SMEs' digital marketing
strategies. Understanding these objectives can guide SMEs in refining their digital marketing efforts to align
with their business priorities and goals.

VI. CONCLUSION

The study offers a comprehensive view of digital marketing adoption among MSME:s, focusing particularly on their
usage behaviors, objectives, and challenges. It also specifically focuses on MSMEs in twin cities, offering localized
insights that unveil specific digital marketing practices. This localized lens adds depth by providing nuanced
understanding within a regional context. Among the digital channels, websites and SEO stand out as the most
frequently utilized. While some digital channels might not see active use, online visibility remains a critical aspect.
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