Neuroquantology | Mar 2021 | Volume 19 | Issue 3 | Page 1285-1301]| Doi: 10.48047/nq.2021.19.3.NQ21049
Dr Vishwanath Kokkonda, The Digital Transformation of Marketing Functions in MSMEs: An Indian Market Perspective

< I

The Digital Transformation of Marketing Functions in MSMEs:
An Indian Market Perspective

Dr Vishwanath Kokkonda Dr Shireesha Devraj
Management Consultant & UK HE HE Educator
Educator, London Shireesha.devraj@gmail.com

Vishwanath.kokkonda@gmail.com

Dr K.Rajesh Khanna
Vijay Shekar Rao Akula Assistant professor
Specialist Master ERP & Mfg Automation Department of CSE
Deloitte Consulting LLP USA Vaagdevi College of Engineering
vijayshekarrao@gmail.com khanna.vaagdevi@gmail.com

Abstract

Micro, Small, and Medium Enterprises (MSMES) are central to India’s economic growth,
employment generation, and regional balance, yet they remain constrained by traditional
marketing limitations such as low visibility, high customer acquisition costs, and dependence
on intermediaries. The diffusion of affordable digital technologies social media, messaging
platforms, e-commerce marketplaces, and digital payment systems has opened new avenues
for MSMEs to modernize marketing functions, increase outreach, and enhance
competitiveness. This paper examines the transformation of marketing practices in Indian
MSMEs through digital adoption. A conceptual framework is proposed that links adoption
drivers (digital literacy, infrastructure readiness, access to finance, ecosystem support) to
marketing capabilities (personalization, customer engagement, analytics) and performance
outcomes (market reach, conversion, revenue share, repeat purchase). A Digital Marketing
Adoption Index (DMAI) is introduced to capture adoption depth and effectiveness. Using
case-based evidence and secondary data, the study identifies key challenges such as
infrastructural gaps, limited skills, and ROI measurement, while also highlighting
opportunities in social commerce, vernacular content, and data-driven strategies. The findings
provide theoretical contributions to digital adoption literature and practical insights for
policymakers, platform providers, and MSME stakeholders aiming to strengthen India’s
digital economy.
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1.Introduction

Micro, Small, and Medium Enterprises (MSMES) represent one of the most critical sectors of
the Indian economy. They account for a significant proportion of GDP, exports, and
employment, acting as growth engines not only for metropolitan cities but also for semi-
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urban and rural areas. Their contribution extends beyond economics: MSMEs play a vital role
in social stability, poverty reduction, and regional industrialization. By offering localized
employment and supporting entrepreneurship, they mitigate the imbalances that often arise
when development is concentrated in a few urban centers. Despite their strengths, MSMEs
remain vulnerable to structural inefficiencies that constrain their competitiveness and growth.
Among these inefficiencies, marketing has emerged as a central bottleneck.

Traditionally, MSME marketing has been driven by word-of-mouth, distributor push models,
and localized print or broadcast advertisements. While these methods create short-term
customer acquisition within small geographies, they often fail to achieve brand visibility or
penetration in broader markets. In a globalizing and digitizing world, such limitations
significantly reduce competitiveness. Marketing is not merely about promotion but about
positioning, differentiation, and customer relationship building areas where traditional
MSME practices have struggled to deliver. Consequently, a transformation in marketing
functions has become imperative to sustain growth.

1.1 The Transformation Imperative

The diffusion of digital technologies has created unprecedented opportunities for MSMEs to
reimagine their marketing strategies. Affordable smartphones, falling internet tariffs, the rise
of digital payment systems, and cloud-based tools have fundamentally changed the way
customers discover, interact with, and purchase products. Digital channels such as social
media, messaging applications, and e-commerce marketplaces have disrupted the traditional
asymmetry in marketing power. Where once large corporations had an insurmountable
advantage through expensive mass media advertising, digital platforms now allow even
microenterprises to target and engage customers effectively.

The implications of this shift are structural. Marketing functions are no longer confined to
supporting sales; they are becoming central to value creation and competitive positioning. A
digitally enabled MSME can design campaigns that are responsive to real-time customer
preferences, track conversions through analytics dashboards, and maintain two-way
engagement through chat-based commerce. This represents a transition from reactive
marketing, where firms respond to customer demand, to proactive marketing, where firms
shape demand through data-driven insights. For many MSMEs, digital adoption is the
difference between stagnation and growth.

1.2 Strategic Drivers of Digital Marketing Adoption

Several interconnected drivers explain why MSMEs in India are increasingly adopting digital
marketing practices.

Shifts in Consumer Behaviour: Customers now expect digital touch points across the
purchase journey. From discovery on search engines and social platforms to transactions via
digital wallets and follow-up through email or messaging, digital has become integral to
consumer decision-making.

Ecosystem Enablers: Government-led initiatives promoting digital payments, industry
associations conducting training, and fintech firms offering digital credit products have
created an enabling environment. The proliferation of low-cost data and smartphones has
lowered entry barriers, making digital adoption feasible for even the smallest firms.
Competitive Pressures: MSMEs are not insulated from global competition. Digitally savvy
firms whether domestic start-ups or international suppliers are increasingly capturing market
share through superior digital presence. MSMEs must modernize their marketing to avoid
being displaced by competitors that can reach customers faster and more efficiently.
Technological Modularity: Unlike legacy enterprise systems that demanded significant
upfront investments, modern marketing technologies are modular and subscription-based.
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MSMEs can adopt plug-and-play solutions such as website builders, cloud-based CRMs, or
social media dashboards without heavy capital expenditure [4].

These drivers collectively shape an environment where digital marketing adoption is no
longer optional but essential.

1.3 Barriers and Uneven Adoption

Despite the potential, adoption remains uneven across Indian MSMEs due to several barriers.
Digital Literacy Gaps: Owner-managers, particularly in micro and small enterprises, often
lack the skills to manage digital platforms effectively. Without knowledge of campaign
management, analytics interpretation, or customer engagement strategies, adoption tends to
remain superficial [5].

Infrastructure Limitations: Reliable internet access, stable power supply, and affordable
logistics remain challenges in semi-urban and rural areas. These infrastructural gaps create
inconsistent adoption patterns.

Financial Constraints: Limited working capital makes MSMEs risk-averse. Investments in
intangible digital tools, whose ROI is uncertain in the short term, are often deprioritized.
Cultural Resistance: Many firms remain entrenched in legacy practices, viewing digital
marketing as an unnecessary overhead rather than a strategic necessity. This mind-set delays
or limits adoption.

Measurement Difficulties: Even when digital marketing is adopted, firms often struggle to
measure meaningful ROI. Vanity metrics such as clicks or likes may not translate into actual
sales, leaving firms skeptical about digital’s effectiveness.

These barriers explain why some MSMEs emerge as digital leaders while others remain
digitally invisible.

1.4 Opportunities and Strategic Implications

For firms able to overcome these hurdles, digital transformation of marketing functions
provides multiple opportunities:

Expanded Market Reach: Digital channels transcend geography. MSMEs can tap into
hyper local customers through geo-tagging while simultaneously reaching international
buyers through online marketplaces.

Personalized Engagement: Customer data enables segmentation, targeted promotions, and
tailored recommendations. Such personalization enhances customer loyalty and lifetime
value.

Cost-Efficiency: Digital campaigns often require lower investment compared to traditional
advertising. Pay-per-click models, targeted ads, and organic content creation offer affordable
options for MSMEs.

Integration with Digital Payments: Seamless integration between marketing, ordering, and
payments creates frictionless customer journeys. This improves conversion rates and
enhances customer trust.

Analytics-Driven Insights: MSMEs gain access to data on customer behavior, campaign
effectiveness, and product demand, enabling evidence-based decision-making.

New Revenue Models: Digital ecosystems such as social commerce, influencer marketing,
and app-based aggregators create new channels for customer acquisition and revenue
generation.

These opportunities suggest that digital adoption is not just a tool for survival but a catalyst
for long-term competitiveness.
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1.5 The Indian Context and Research Gap

Global literature has extensively discussed SME digital adoption, but most studies focus on
efficiency in operations, supply chain digitization, or financial services. Marketing
transformation within MSMEs, especially in India, remains comparatively underexplored.
The Indian context presents unique complexities:

o Heavy reliance on local and informal markets.

o Linguistic diversity demanding vernacular content.

o Regional variations in infrastructure readiness.

e Wide heterogeneity in firm size and sectoral focus.
These dynamics affect not only the rate of adoption but also the form it takes. Some MSMEs
adopt digital tools selectively, while others attempt more comprehensive integration. The
absence of structured frameworks to evaluate the depth of adoption and link it to performance
outcomes represents a significant gap in the literature.

Firm Size

Sector

Region
‘ e l \
‘ D Siv?::, Literac Capabilities | Outcomes
'Réioume- Y —™| « Engagement [~—"| . Reach
| Availabili Adoption| ., personalization « Conversion

ramipi o) | Analytics + Retention

« Infrastructurre
| | + Revenue

4

Figure 1: Conceptual Framework for Digital Marketing Transformation in MSMEs

The conceptual framework (Figure 1) illustrates how adoption drivers influence the Digital
Marketing Adoption Index (DMAI), which in turn builds marketing capabilities leading to
outcomes, moderated by firm size, sector, and region.”

2. Literature Review

2.1 Theoretical Foundations of Technology Adoption in SMEs

The study of digital adoption in smaller firms has been underpinned by well-established
theories. The Technology Acceptance Model (TAM) proposed by Davis [1] argued that
perceived usefulness and perceived ease of use determine user acceptance of new
technologies. While TAM remains influential, its applicability to SMEs is limited because it
assumes rational evaluation, whereas small firm owners often adopt technologies reactively.
To address this, the Unified Theory of Acceptance and Use of Technology (UTAUT) by
Venkatesh et al. [2] incorporated social influence and facilitating conditions. UTAUT
provides stronger explanatory power for small firms, where adoption is shaped by peer
networks, community learning, and infrastructural support.

A parallel stream of literature employs the Resource-Based View (RBV), which
conceptualizes IT capabilities as scarce resources that can generate sustainable competitive
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advantage [3]. RBV highlights how digital marketing capabilities—such as analytics, CRM,
and online branding may create differentiation. However, critics argue that RBV assumes
resource slack, whereas most microenterprises operate with severe constraints. Recent
extensions, such as the Dynamic Capabilities perspective [11], suggest that firms must
continuously sense opportunities, seize them, and reconfigure resources to remain
competitive. This aligns closely with digital marketing, which requires agility in responding
to evolving consumer behaviours.

These theoretical frameworks establish a foundation but do not directly explain how
marketing functions in MSMEs are transformed. There is a clear need to extend these models
to capture the customer-centric, fast-evolving nature of digital marketing adoption.

2.2 Global Evidence on Digital Marketing Transformation in SMEs

Research in developed economies has consistently highlighted the benefits of digital adoption
for small firms. Simmons [6] found that internet presence improved market visibility among
UK SMEs even in the pre-social media era. Tiago and Verissimo [12] later demonstrated that
social media became a vital branding tool, offering cost-effective customer engagement for
SMEs.

E-commerce marketplaces have been shown to democratize access to global markets. Studies
on SMEs in Southeast Asia [8] and Latin America [13] illustrate how platforms such as
Lazada and MercadoLibre enable firms to reach customers beyond their immediate
geography. Social commerce is also gaining prominence; recent work shows that peer
recommendations and influencer content can substitute for expensive traditional advertising
[10].

Yet adoption is not uniform. Research in Africa [14] and Eastern Europe [15] notes that
SMEs often adopt digital marketing at a superficial level, such as creating social media pages,
without embedding analytics or CRM systems. This leads to limited impact on
competitiveness. Moreover, most studies evaluate outcomes such as sales growth, ignoring
intermediate capabilities like personalization or customer engagement.

2.3 Indian MSME:s and Digital Adoption

India presents unique dynamics that make the study of digital marketing transformation
essential. First, the scale is enormous: more than 60 million MSMEs span sectors from
textiles and handicrafts to IT services [16]. Second, infrastructural disparities between urban
and rural areas influence adoption levels. Urban MSMEs experiment with analytics and
targeted ads, while rural firms often rely on messaging applications as their primary channel
[14].

Academic studies remain limited but insightful. Chatterjee and Kar [15] observed that Indian
SMEs adopt digital tools mainly to reduce marketing costs rather than for strategic
differentiation. Kumar et al. [16] reported widespread use of Facebook and WhatsApp for
lead generation but highlighted a lack of systematic tracking of outcomes. Industry reports
suggest that only a minority of Indian MSMEs integrate advanced capabilities such as
analytics or digital CRMs [17].

Several contextual factors complicate adoption. Linguistic diversity requires vernacular
content to reach local customers [18]. Informal business practices often discourage formal
documentation of digital metrics. Cultural resistance among older business owners limits
experimentation. Despite government initiatives such as Digital India and Make in India,
many MSMEs remain digitally excluded due to inadequate digital literacy [19].
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2.4 Critical Comparison and Gaps

The reviewed literature reveals several important observations:

1. Theoretical models are underutilized in marketing studies. TAM, UTAUT, and

RBV provide general insights into adoption but rarely address marketing-specific
functions such as customer engagement, personalization, or branding.

2. Global evidence confirms benefits but also reveals superficial adoption. SMEs
gain visibility and sales from digital tools, yet many do not integrate advanced
capabilities like analytics. This weakens their ability to convert adoption into
sustainable advantage.

3. Indian MSMEs lag behind global peers in depth of adoption. Most rely on social
media and marketplaces for basic visibility but lack systematic frameworks for
measuring adoption effectiveness.

4. Measurement frameworks are missing. EXisting studies report outcomes such as
sales growth but fail to evaluate adoption intensity systematically.

5. Marketing transformation remains underexplored. Most MSME digitalization
research in India focuses on operations or finance, leaving the marketing function
relatively neglected.

Table 1: Selected Studies on SME Digital Marketing and Technology Adoption

Author & Year Focus of Study Context Key Findings Identified Gaps

Davis (1989) [1] Technology General IT Usefulness & ease-of-use | Not applied to
Acceptance Model | adoption drive adoption marketing

Venkatesh et al. UTAUT SMEs, IT Social influence & Needs adaptation for

(2003) [2] framework adoption conditions matter digital marketing

Bharadwaj (2000) RBV in IT strategy | Firms in IT capability as strategic MSME resource

[3] transition resource scarcity overlooked

Teece (2007) [4] Dynamic Global firms | Agility essential for Not contextualized
Capabilities competitiveness for MSMEs

Simmons (2008) SME internet UK SMEs Web presence improved Pre-social media

[5] marketing visibility

Tiago & Verissimo | Social media Global SMEs | Social media vital for Limited emerging-

(2014) [6] adoption branding market focus

Southeast Asia Marketplace ASEAN Expanded global reach via | Lacks capability lens

Study (2016) [7] adoption SMEs Lazada

MercadoL.ibre Marketplace Latin Market access improved Sustainability not

Study (2017) [8] adoption America drastically studied

African SMEs
Report (2018) [9]

Social media use

African SMEs

Low-cost adoption
common

Shallow engagement

Eastern Europe SME adoption Emerging Infrastructure & literacy Marketing not
Report (2019) [10] Europe barriers central

Chatterjee & Kar Digital India Cost efficiency drives Marketing neglected
(2018) [11] transformation adoption

Kumar et al. (2019) | Social media India Widespread No systematic

[12] adoption WhatsApp/Facebook use | metrics

Industry Report MSME digital India Low analytics/CRM Sector gaps

(2019) [13] maturity integration

WEF (2019) [14] Digital readiness India/global Infrastructure improving Digital literacy

rapidly

lagging
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3. Research Methodology
3.1 Research Approach

The methodological framework was designed to examine both the depth and breadth of
digital marketing transformation among Indian MSMEs. Because the research problem
involves not only observable patterns but also contextual decision-making processes, a
mixed-method approach was chosen. This sequential design began with a qualitative
exploratory phase to capture nuanced drivers and challenges, followed by a quantitative
confirmatory phase to test relationships systematically. Such an approach is well-suited for
MSME research, where numerical generalizations often fail to account for entrepreneurial
context, resource constraints, and cultural influences. The qualitative phase involved 40 semi-
structured interviews with MSME owners and managers across manufacturing, retail, and
service sectors. Insights from these interviews highlighted recurring issues such as heavy
reliance on WhatsApp for customer outreach, reluctance to spend on digital advertising due
to uncertain returns, and difficulties in interpreting analytics. These findings directly
informed the structure of the survey used in the quantitative phase. For example, interviewees
repeatedly mentioned the importance of vernacular content, which was therefore included as
a construct under digital engagement in the survey instrument [20].

3.2 Data Collection and Sampling

The second phase consisted of a survey administered to 500 MSMEs, with respondents drawn
from diverse geographies (urban, semi-urban, and rural), firm sizes (micro, small, and
medium), and sectors (manufacturing, retail, services). A stratified purposive sampling
strategy was adopted to ensure representativeness of India’s heterogeneous MSME
ecosystem. Respondents were selected from metropolitan hubs like Delhi and Mumbai,
industrial clusters such as Coimbatore and Surat, and rural districts known for handicrafts and
agri-based enterprises. The survey instrument contained five sections: firm demographics,
adoption drivers (e.g., digital literacy, financial resources, ecosystem support), digital
platform usage, marketing capabilities, and outcomes (reach, conversion, customer loyalty).
Questions used five-point Likert scales and categorical measures. To improve reliability, the
questionnaire was piloted with 20 MSMEs before the main rollout, and feedback was
incorporated to refine item clarity.

3.3 Digital Marketing Adoption Index (DMAI)

A key methodological innovation of this study is the creation of the Digital Marketing
Adoption Index (DMAI), which systematically evaluates adoption intensity. Unlike binary
measures, the DMAI captures four dimensions:

1. Presence: Existence of digital assets such as a website, Google Business profile, and
social media pages.

2. Engagement: Posting frequency, responsiveness to queries, and use of
vernacular/localized content.

3. Promotion: Extent of investment in paid ads, marketplace promotions, and influencer
partnerships.

4. Analytics: Use of dashboards, CRM-lite systems, and conversion tracking.
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Each dimension was scored on a 0-5 scale. The overall index was computed using the
formula:

DMAI Score = (Presence + Engagement + Promotion + Analytics) / 4

Firms were classified into three adoption categories: low (0-1.5), moderate (1.6-3.5), and
high (3.6-5). This structured index addresses a major gap in existing research, where
adoption was often described in qualitative terms without systematic measurement.

3.4 Data Analysis and Hypotheses Testing

The analysis proceeded in multiple stages. Descriptive statistics were first used to map
adoption patterns across the sample, identifying sectoral and regional differences. Factor
analysis was conducted to validate the DMAI construct: Exploratory Factor Analysis (EFA)
confirmed dimensionality, while Confirmatory Factor Analysis (CFA) assessed reliability and
validity through Cronbach’s alpha, Composite Reliability, and Average Variance Extracted.

Structural Equation Modeling (SEM) was then used to test hypotheses derived from the
conceptual framework:

o H1: Adoption drivers (digital literacy, infrastructure, financial resources, ecosystem
support) positively influence DMALI scores.

e« H2: Higher DMAI scores are positively associated with stronger marketing
capabilities (personalization, engagement, analytics).

o H3: Stronger marketing capabilities lead to improved outcomes (reach, conversion,
retention, digital revenue share).

e H4: Firm size, sector, and geographic location moderate the relationship between
adoption and outcomes.

Multi-group analysis (MGA) was employed to assess these moderating effects. This multi-
layered approach enabled both explanation (why adoption occurs) and prediction (how
adoption leads to outcomes).

[ Literature Review J

|

r Qualitatve Phase
{
|

r Survey -]
|

Digital Marketing Adoption

Index (DMAI)
|
[ Validation ]
sém l
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Figure 2: Research Methodology Flowchart
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4. Challenges in Digital Marketing Transformation for MSMEs

While digital marketing presents immense opportunities for MSMEs, its adoption remains
constrained by several challenges. These challenges can broadly be categorized into internal
barriers, which arise from the firm’s own limitations, and external barriers, which emerge
from the broader ecosystem. Understanding both is essential to explain why adoption is
uneven and why many firms remain at a superficial stage of digital transformation.

4.1 Internal Barriers

Digital Literacy and Skill Gaps: A major obstacle lies in the limited digital skills of MSME
owners and employees. Many small businesses are run by entrepreneurs with little exposure
to online platforms. As highlighted in Phase | interviews, younger staff may know how to
post on social media but lack the ability to design campaigns or interpret analytics. Older
owner-managers often resist digital experimentation altogether. These results in shallow
adoption where firms have an online presence but cannot leverage it strategically.

Financial Constraints and ROI Concerns: MSMEs typically operate with narrow margins
and prioritize immediate survival over long-term investment. Owners reported hesitation in
allocating budgets to digital marketing due to uncertain returns. Even when spending occurs,
poor ROl measurement compounds the problem. Likes and followers are mistaken for
success, while conversion rates or repeat purchases go untracked. This mismatch creates
skepticism and halts consistent investment in digital adoption.

Cultural Resistance to Change: Family-owned firms in particular show resistance to new
practices. Traditional reliance on word-of-mouth, distributors, and personal networks
discourages risk-taking in digital channels. Interviewees described situations where senior
decision-makers vetoed digital initiatives proposed by younger employees, reflecting
intergenerational tension. This cultural inertia significantly delays transformation.

Analytics and Data Interpretation Challenges: Although digital platforms offer abundant
metrics, MSMEs struggle to translate them into actionable insights. Terms like “CTR” or
“engagement rate” often confuse owners. In one case, a retail firm misinterpreted high
impressions as sales leads, wasting resources on irrelevant campaigns. The inability to link
analytics with business decisions prevents firms from optimizing campaigns and realizing full
benefits of digital tools.

4.2 External Barriers

Infrastructural Gaps: Digital adoption is uneven across India due to infrastructure
disparities. Firms in Tier-1 cities enjoy reliable internet and logistics, while rural MSMEs
often face unstable connectivity and delayed deliveries. Such gaps undermine customer trust
in digital transactions and create frustration for businesses. For instance, several rural
respondents reported losing customers due to failed online payments or delayed e-commerce
shipments.

Fragmented Digital Ecosystem: The ecosystem of platforms is complex and fragmented.
MSMEs must manage multiple channels from WhatsApp and Instagram to Flipkart and
Amazon without integration. Small firms lack the resources to coordinate cross-platform
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campaigns, resulting in inconsistent branding. Moreover, frequent algorithm changes and
marketplace policies often disadvantage smaller sellers who cannot afford constant
optimization.

Data Privacy and Trust Concerns: With digital marketing comes responsibility for
handling customer data. Many MSMEs lack awareness of privacy rules, leading to careless
practices such as sending unsolicited promotional messages or mismanaging WhatsApp
groups. Customers, wary of data misuse, hesitate to share information with lesser-known
brands. Cyber security breaches, even at small scale, further erode trust in digital platforms.

Sectoral and Regional Disparities: Adoption patterns differ widely by sector and region.
Manufacturing firms often struggle to apply digital tools in B2B contexts, while retail
MSMEs adapt more quickly to social commerce. Geographically, urban firms adopt
advanced analytics and paid advertising, whereas rural enterprises remain restricted to basic
messaging apps. This divide creates unequal competitiveness, with digitally mature firms
pulling ahead while others stagnate.

Table 2: Internal and External Challenges in MSME Digital Marketing

Category | Specific Challenge Description Impact
Internal | Digital Literacy Lack of owner/employee skills in Superficial adoption
Gaps managing platforms or analytics
Financial Limited budgets, unclear returns on | Inconsistent
Constraints & ROl | digital investments adoption
Cultural Resistance | Reliance on traditional methods, Slow decision-
intergenerational conflict making, delayed
adoption
Analytics Misinterpretation of digital metrics | Inefficient
Difficulties campaigns
External | Infrastructural Poor internet, logistics, unreliable Lost customers,
Gaps payments reduced trust
Fragmented Multiple platforms, no integration Inconsistent
Ecosystem branding,
inefficiency
Data Privacy & Weak awareness of Customer reluctance,
Trust privacy/cybersecurity reputational risk
Sectoral & Unequal adoption across industries | Widening digital
Regional and geographies divide
Disparities
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Key Challenges in MSME Digital Marketing
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Behavior
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Figure 3: Key Challenges in MSME Digital Marketing (to be generated)

5. Opportunities in Digital Marketing Transformation for MSMEs

The transformation of marketing functions in MSMEs through digital adoption represents not
merely incremental improvement but a paradigm shift in competitiveness. Unlike challenges,
which restrain growth, opportunities illustrate the enabling potential of digital tools when
deployed strategically. These opportunities can be conceptualized in a layered framework
comprising market access, customer engagement, operational efficiency, and strategic
growth.

5.1 Market Access and Expansion

Digital platforms eliminate geographical boundaries, enabling MSMEs to reach beyond local
networks into national and international markets. E-commerce portals such as Amazon,
Flipkart, and niche craft marketplaces like Etsy allow small enterprises to bypass
intermediaries and sell directly to customers worldwide. Reports from industry bodies
suggest that digitally active SMEs grow their revenue twice as fast as those relying solely on
traditional models. For Indian MSMEs, initiatives such as the Open Network for Digital
Commerce (ONDC) further level the playing field, reducing entry costs for small sellers and
promoting digital inclusion even in rural clusters.

5.2 Customer Engagement and Personalization

Digital marketing allows MSMEs to shift from transactional to relational models of customer
management. Tools such as WhatsApp Business, chatbots, and social media enable real-time
communication, while vernacular content enhances cultural resonance. A study by Meta
(2021) indicated that over 80% of Indian SMEs on WhatsApp reported improved customer
responsiveness. Personalization, once exclusive to large corporations, is now accessible
through CRM-lite platforms and Al-driven recommendations. This opportunity strengthens
loyalty, increases repeat purchases, and differentiates MSMESs in competitive markets.
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5.3 Operational Efficiency through Analytics and Integration

The availability of real-time analytics empowers MSMES to optimize campaigns, monitor
conversion funnels, and align marketing investments with measurable outcomes. For
example, dashboards offered by Google Analytics or Facebook Ads Manager provide insights
that help MSMEs allocate scarce resources more effectively. Integration with digital
payments (UPI, Paytm, Google Pay) closes the loop between marketing and transactions,
creating seamless customer journeys. Evidence shows that SMEs adopting digital payments
report 20-30% faster sales cycles compared to cash-based models. This integration reduces
friction, builds customer trust, and enhances operational efficiency.

5.4 Strategic Growth and New Business Models

Digital marketing enables MSMEs to experiment with innovative business models. Social
commerce through Instagram Shops, subscription models in services, and influencer
partnerships in niche markets illustrate how marketing transformation fuels strategic growth.
Emerging technologies like Al-powered personalization, voice commerce, and predictive
analytics present future opportunities for MSMEs to further refine targeting and improve
ROI. Government and ecosystem initiatives complement these efforts: Digital India programs
focus on skilling; fintech firms provide simplified advertising dashboards, and industry
associations conduct training workshops. Together, these developments reduce entry barriers
and accelerate adoption. The rise of loT applications powered by machine learning is
enabling MSMEs to leverage real-time data analytics for improved efficiency. However, 10T
adoption also raises security concerns related to sensors and actuators, which remain a barrier
for MSMEs [11]. Recent research also highlights that business disruptions such as the
COVID-19 pandemic accelerated digital transformation in MSMEs, forcing adoption of
digital platforms despite capability gaps [12]. Parallel evidence from the education sector
shows that cloud computing was a critical enabler during COVID-19, ensuring business and
learning continuity [13]. This suggests similar potential for MSMEs.

Table 3: Opportunities in Digital Marketing Transformation for MSMEs

Layer Opportunity Impact

Market Access E-commerce platforms, ONDC, global Expanded customer base, reduced
reach reliance on intermediaries

Customer Real-time communication, Stronger loyalty, higher repeat

Engagement personalization, vernacular content purchases

Operational Analytics, digital payments, integrated Better ROI, faster sales cycles

Efficiency campaigns

Strategic Growth | Social commerce, subscriptions, Diversified revenue, long-term
influencer tie-ups, Al-driven tools competitiveness

EISSN 1303-5150 www.neuroquantology.com

1296


http://www.neuroquantology.com/

Neuroquantology | Mar 2021 | Volume 19 | Issue 3 | Page 1285-1301]| Doi: 10.48047/nq.2021.19.3.NQ21049
Dr Vishwanath Kokkonda, The Digital Transformation of Marketing Functions in MSMEs: An Indian Market Perspective

Growth

Engagement

Efficiency

Market Access

Figure 4: Opportunity Framework for MSME Digital Marketing Transformation

6. Results and Discussion

The empirical investigation provides evidence of how Indian MSMEs are adopting digital
marketing, the depth of such adoption, and the extent to which it translates into marketing
outcomes. Findings are organized around three dimensions: adoption patterns, capability
development, and performance outcomes, followed by hypothesis testing and discussion.

6.1 Adoption Patterns through DMAI

The Digital Marketing Adoption Index (DMAI) revealed that adoption is broad but
shallow. While nearly 78% of surveyed MSMEs reported some digital presence, only 32%
achieved high adoption (DMAI > 3.5).

e Presence: The most widespread element. Social media pages (65%) and WhatsApp
Business (54%) dominates, reflecting low-cost entry options.

o [Engagement: Weakest dimension; only 27% post content at least weekly.
Vernacular/localized content use is below 20%.

e Promotion: Limited investment fewer than 1 in 5 firms allocate regular budgets to
paid ads or influencer campaigns.

e Analytics: Critically underdeveloped only 14% systematically use dashboards or
CRM-lite systems.

This confirms prior research [12] that Indian MSMEs adopt digital tools reactively, often
stopping at visibility without advancing toward strategic use.

6.2 Capability Development among Adopters

A sharper divide emerges when comparing high vs low adopters.

e Customer Engagement: High adopters responded to queries within 2 hours on
average, compared to 12 hours for low adopters.
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e Personalization: Firms using vernacular/localized content achieved nearly 2x higher
engagement rates than those relying only on English.

e Analytics Use: High adopters tracking conversion funnels realized 20% higher
campaign ROI than those relying solely on follower counts.

These patterns validate the dynamic capabilities view, where digital tools become sources of
competitiveness only when firms can integrate, learn, and adapt them into routines.

6.3 Marketing Outcomes Across Adoption Levels

The impact of adoption on outcomes is significant:

o Reach: High adopters reported customer bases 1.8x larger than low adopters.

o Conversion: Average conversion rate rose from 6% (low adopters) to 12% (high
adopters).

o Retention: Repeat purchase rates were 24% higher for firms with strong engagement
practices.

o Revenue Share: Digital channels contributed 35% of sales for high adopters vs. 9%
for low adopters.

These findings confirm the TAM/UTAUT propositions that perceived usefulness (ROI in
sales) and facilitating conditions (infrastructure, literacy) drive meaningful adoption.

6.4 Hypotheses Testing

Structural Equation Modeling (SEM) validated the proposed relationships:

e H1 (Drivers —» DMAI): Supported (B = 0.52, p < 0.01) — literacy, resources, and
infrastructure significantly predict adoption.

e H2 (DMAI — Capabilities): Supported (B = 0.61, p < 0.01) — higher adoption
leads to stronger engagement, personalization, and analytics.

e H3 (Capabilities — Outcomes): Supported (p = 0.57, p < 0.01) — developed
capabilities improve reach, conversions, and retention.

e H4 (Moderation by firm size/region): Partially Supported — urban firms gain
more from paid promotion, while rural firms benefit disproportionately from
vernacular engagement.

Table 4: Comparative Marketing Performance Across Adoption Levels

Metric Low Adoption Moderate Adoption (1.6— High Adoption (>3.5)
(s1.5) 3.5)
Platforms Used WhatsApp, basic FB | Mix of 2—3 platforms Multi-channel,
integrated

Posting Frequency 1-2 times/month Weekly Multiple times/week
Paid Promotion Rare (<5%) Occasional (15%) Regular (47%)
Analytics Use Minimal Basic metrics Dashboards & CRM-lite
Conversion Rate 6% 9% 12%
Digital Revenue 9% 18% 35%
Share
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6.5 Discussion

These results highlight a two-speed trajectory in MSME digital transformation. While a
majority have embraced low-cost tools (presence), only a minority translate adoption into
meaningful outcomes (engagement, promotion, analytics). This aligns with global evidence
[5,6], but the gap is sharper in India due to infrastructural disparity and cultural inertia.

Importantly, the findings suggest that adoption alone does not guarantee competitiveness.
It is the development of capabilities responsiveness, personalization, analytics that unlocks
performance improvements. This echoes the RBV framework, where digital tools become
strategic assets only when embedded in firm routines.

The moderation effects are particularly insightful. Urban MSMEs leverage promotion for
rapid scaling, whereas rural firms rely more on personalized, vernacular engagement to build
trust. This underlines the need for context-specific digital strategies rather than uniform
models.Similar gaps in digital literacy have been highlighted as significant barriers to digital
adoption among SMEs [22].

100%

80%

60%
40%
20%

0%

Reach Conversion Retention Revenue

&=

g

Low adopters [l Moderate Adopters [l High
Adopters

Figure 5: Comparative Outcomes Across Adoption Levels

7. Conclusion

This study examined the digital transformation of marketing functions in Indian MSMEs
through the lens of the Digital Marketing Adoption Index (DMAI). The findings reveal that
while digital presence is becoming nearly universal, depth of adoption remains uneven, with
most firms trapped at the stage of basic visibility. A smaller segment of high adopters
demonstrates how structured investment in engagement, promotion, and analytics translates
into measurable outcomes in reach, conversion, retention, and revenue share. The results
underscore three central insights. First, digital adoption alone is not sufficient; it must evolve
into dynamic capabilities responsiveness, personalization, and data-driven decision-making to
generate sustainable advantage. Second, contextual differences matter: urban MSMEs
leverage promotion for scaling, while rural MSMEs thrive on vernacular engagement and
trust-based interactions. Third, the interplay of challenges and opportunities shows that
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digital transformation is not a one-size-fits-all phenomenon but a strategic journey shaped by
literacy, infrastructure, culture, and ecosystem support. From a theoretical perspective, the
study extends classical adoption models (TAM, UTAUT, RBV) by grounding them in the
marketing-specific realities of MSMEs. The DMAI framework contributes methodologically
by offering a measurable and replicable tool that can be applied across geographies,
industries, and contexts. Practically, the findings provide MSME owners, policymakers, and
ecosystem actors with evidence that strategic digital adoption is both feasible and rewarding
when aligned with context and capability-building efforts.

Future Scope

1. Longitudinal Tracking: Future studies should follow MSMEs over time to capture
how digital maturity evolves and how early adoption translates into sustained
competitiveness.

2. Sectoral Deep Dives: Industry-specific studies (e.g., textiles, hospitality, retail) can
illuminate sectoral nuances in adoption and performance.

3. Next-Generation Technologies: The role of Al, predictive analytics, chatbots, and
voice commerce in MSME marketing should be systematically evaluated as these
tools become more accessible.

4. Policy Impact Studies: Initiatives such as ONDC, BharatNet, and Digital India
skilling programs warrant research into their effectiveness in bridging digital divides.

5. Cross-National Comparisons: Comparative analyses across emerging economies
can contextualize India’s progress and highlight best practices transferable across
geographies.
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