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A “cooperative”, in literal terms, means “to be together”. Working together, therefore, is 
the foundational edifice on which a cooperative movement or an organisation stands. 
A cooperative is defined as an autonomous association of persons united voluntarily 
to meet their common economic, social, and cultural needs and aspirations through a 
jointly owned and democratically controlled enterprise.[i]

Cooperatives are, as defined in the International Cooperative Alliance’s Statement 
of Cooperative Identity, 1995, therefore, business enterprises. They are referred to as 
social enterprises – i.e. they have the specific feature of producing goods, services and 
knowledge while pursuing both economic and social aims and fostering solidarity.[ii]

They are governed by a set of principles which are: Voluntary and open membership; 
Democratic member control (one member-one vote); Member economic participation; 
Autonomy and Independence; Education,

Training and information; Cooperation among cooperatives and Concern for the 
Community. Co-operatives are based on the values of self-help, self-responsibility, 
democracy, equality, equity, and solidarity.[iii]
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Cooperatives have unique advantages based on the special relationship they have with 
their members. They have the power to bulk up demand and purchase supply at cheaper 
prices than their competitors.

From a legal point of view they are formal, legally constituted organizations –which 
means they enjoy legal recognition, and protection, can enter into contracts, own or 
dispose of property, sue or be sued and operate as corporate bodies with perpetual 
succession.

Cooperatives play a major role in India’s economy. With 98% coverage in rural India, 
cooperatives are the mainstay of the rural economy ensuring sustainable livelihoods 
and income for people. Present in diverse sectors including agriculture, dairy, forestry, 
fisheries, credit and banking, housing and construction, cooperatives in India serve 
vast sections of society including farmers, women, youth, poor and the marginalised. 
Started under the British colonial administration, cooperatives have been a medium for 
democratic economic planning since India’s independence in 1947. 

With the advent of liberalisation and globalisation in the early 1990s, the focus of the 
Indian economy has shifted to privatisation. Yet, cooperatives continue to flourish in 
key sectors such as housing, dairy, thrift and credit. 

The fairytale success of Lijjat Papad  a multi-million-dollar venture 
founded by seven women in Mumbai tenement in 1959 with seed 
capital of Rs 80 stands out as a beacon of success of India’s cooperative 
movement.

The cooperative employs 45,000 women across India, offering them a 
job for life as "co-owners" of the enterprise, whose papads have become a byword for 
good business and female empowerment in India.

Indian Farmers Fertiliser Cooperative Limited (IFFCO) is one 
of the largest cooperatives in the world and the world’s biggest 
fertiliser cooperative. IFFCO has over 40,000 member cooperatives. 
It engages in production and distribution of chemical fertilisers 

and marketing of agriculture related products. Almost 70% of all fertilisers consumed 
in India was distributed by cooperatives in the 1960s, however, it had no production 
facilities of its own and were dependent on multiple private companies for sourcing 
these materials. IFFCO was registered in 1967, especially to overcome this issue. It was 
a new venture where the framers created this institution to safeguard the interests of 
themselves. 
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Founded with just 57 cooperatives, IFFCO, today, is an amalgamation of over 36,000 
Indian Cooperatives with diversified business interests ranging from general insurance 
to rural telecom apart from its core business of manufacturing and selling fertilisers. Its 
vast network reached more the 5.5 crore farmers

Amul was founded in 1946 as Kaira District cooperative Milk 
Producers Union Limited (KDCMPUL) in a village called Anand 
to get rid of middlemen and their exploitative trade practices. 
Angered by unfair trade practices followed by local traders, the 
farmers under the leadership of Tribhuvandas Patel and advice of 
Sardar Vallabhbhai Patel formed their own cooperative societies. 

In June 1948, the pasteurization of milk began, which meant that a large amount of milk 
could be stored for longer without perishing. This changed life for the entire community. 
This raised their income. Other district unions formed, and all these functioned 
separately but under one brand name of Amul, led by the legendary late Verghese 
Kurien. In 1955, KDCMPUL and other district cooperatives were merged to form one 
larger state cooperative, namely 'Gujarat Co-operative Milk Marketing Federation Ltd' 
(GCMMFL) and the brand of Amul was adopted by GCMMFL.

Branding and effective marketing have played an important role in the success of 
cooperatives. Amul is famous for its Amul Girl mascot, which the company advertises 
in relation to recent events. The Amul Girl ad was launched in 1947 and has claimed a 
place in the Guiness Book of World Records as the longest running outdoor advertising 
campaign. 

Sittilingi Organic Farmers Association (SOFA) was formed in 
2004 with four tribal farmers which grew to 57 in 2008. SOFA 
registered as a cooperative society in 2008 with objectives to 
train tribal farmers in organic farming and to help them market 
their crops. 

At present, the society has about 15,000 people out of which 4,000 are farmers and 500 
of which are into organic farming. Ragi, bajra, little millet, foxtail and pearl millet are 
grown here on 1,200 acres of land in and around Sittilingi. 

Cotton, turmeric, sugarcane, groundnut, and vegetables are also grown here. The 
association maintains a record of the crops raised by its members, and based on market 
demand, advises them accordingly. The produce is purchased by the society and farmers 
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are paid the market rate, plus Rs 2 to Rs 3 more per kg. The rate is determined by a 
separate committee. 

Recent studies have established conclusively that in times of economic crises, such as the 
recent Global Financial Crisis, and Covid-19, cooperatives have shown more resilience 
than other types of enterprise. 

Former UN Secretary General, Kofi Anan had this to say about cooperatives:

“The cooperative movement is one of the largest organized segments of civil society, and 
plays a crucial role across a wide spectrum of human aspiration and need. Cooperatives 
provide vital health, housing and banking services; they promote education and gender 
equality; they protect the environment and worker’ rights. Through these and a range of 
other activities, they help people in more than a hundred countries better their lives and 
those in the communities.”[iv]

For a country such as India, co-operatives and the informal economy have a crucial 
role to play. Workers in the informal economy are mostly involved in micro and small 
enterprises. 

In the majority of cases they are unprotected and have no formal recognition. They 
operate as individuals or in small groups, have no access to financial services, nor do 
they have representation or voice. They are susceptible to all kinds or risks and their 
transition from informality to formality is slow and dreary.

On its part, the cooperative model is ideal for self-employed people in small enterprises 
– including those operated by informal economy workers.

A social objective is embedded in the cooperative model of business. The cooperative's 
mission centers on providing members services. Financial self-sufficiency is achieved 
through the sales of its products and services to its members (clients) as well as in 
commercial markets. Cooperatives use revenues to cover costs associated with rendering 
services to its members and surpluses may be used to subsidize member services.

Co-operative enterprises in India does a wonderful job of two aspects that otherwise 
would not be possible individually. These are a) scale of supply; and b) aggregation of 
suppliers.
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That said, however, there is a need for Indian cooperatives, particularly those producing 
goods for retail consumption, to embrace technology and digitalise themselves. 

As consulting firm, McKinsey and Co said in a recent report, if the pace of the pre-
coronavirus world was already fast, the luxury of time now seems to have disappeared 
completely. Businesses that once mapped digital strategy in one- to three-year phases 
must now scale their initiatives in a matter of days or weeks.

“The COVID-19 crisis seemingly provides a sudden glimpse into a future world, one 
in which digital has become central to every interaction, forcing both organizations 

Cooperatives need to adapt to all kinds of changes brought in by 
technology and work in tandem with e-commerce to strengthen 
their relevance.

India is the youngest and second largest populous country in the 
world. According to NITI Aayog, despite the rapid urbanization 
process, about 65 percent of the 130 crore Indians still live in 
villages. Due to the lockdown in the Covid-19 pandemic, a large 
number of urban workers returned to their villages, making it 
necessary to consider once again whether anything can be 
done other than city-centred development. The answer is: yes. 

Co-operation or collectivism is the only model that can not only 
do the overall development of our rural India but is also capable 
of fulfilling the urban needs by reducing unnecessary pressure 
of population on the cities.

The Indian cooperative institutions today have become one of the great examples of 
successful cooperatives across the world. They have not only fulfilled the need of rural 
India but have also created large scale organizational employment opportunities. 

Currently, the world is passing through the phase of the fourth industrial revolution, where 
a large number of human labour is being replaced by machines and hot markets have 
also started appearing on digital screens. Due to this mechanization and automation, a 
country with a large population like India may have to face many problems. 

We all know that there are a large number of cooperative societies across the country 
which are yet to be digitized. If we have to ensure their big role in the development of 
India, then changes have to be made. Also, if cooperative societies are integrated and 

Deenanath Thakur, 
National President,  
Sahakar Bharti
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and individuals further up the adoption curve almost overnight. A world in which 
digital channels become the primary (and, in some cases, sole) customer-engagement 
model, and automated processes become a primary driver of productivity—and the 
basis of flexible, transparent, and stable supply chains”[v]. 

 Deenanath Thakur, (National President, Sahakar Bharti ), most appropriately 
summed it up in his elaborate remarks at the Roundtable Discussion on Bridging 
Digital Divide For Co-operatives & Small Business in India, `Ways & Means’, 
organised by Sahakar Bharti & Policywatch Foundation on February 23, 2022 at 
New Delhi. 

focused towards meeting the needs of the city, then many problems will be solved.

With the increasing spread of the digital world on the world stage, the time has come to 
connect with the digital world. Money is the only enabling factor, knowledge should be 
the priority and work should be done to bridge the gap in the use of digital technology 
in knowledge, markets, technology and supply chain management. In this process 
a massive awareness campaign is needed to spread digital knowledge along with 
academic courses.

The Future of Jobs, 2020 report, recently published by the World Economic Forum, stated: 
“43 percent of businesses surveyed indicate that they are set to reduce their workforce 
due to technology integration, with 41 percent of those surveyed for specific jobs. It 
plans to increase its use of contractors and expand its workforce due to technology 
integration of only 34 per cent. As the above report estimates, 8.5 crore people will lose 
their jobs by 2025 as a result of shifting of tasks from humans to machines. On the 
other hand, 97 million new jobs will be suitable only for people and machines with the 
right skills. 

Thus, the new system will see more displacement of people from jobs than economic 
crisis. Co-operatives can become a medium of re-engagement of such people with skill 
upgradation but for this to adapt to all kinds of changes brought in by technology and 
work in tandem with e-commerce to strengthen their relevance 

Cooperative businesses have an unprecedented opportunity to embrace digital 
transformation with the availability of a healthy and favourable ecosystem being built 
by the current government. 
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Digitisation of the cooperative sector would be the key to its transformation. It is an 
important step towards making the processes governing cooperative institutions more 
transparent.

The role ecommerce companies can play in not only the technology adoption by these 
cooperatives but also creating a market for their products would go a long way in creating 
a robust ecosystem wherein each constituent can thrive and grow.

The government has signalled its intent to walk the talk on extending support to India’s 
cooperatives to hasten their digitalisation process.

On August 15, 2021, Prime Minister Narendra Modi announced that the government is 
building an e-commerce platform to help the eight crore self-help groups in villages to 
sell their products within and outside the country.

The Prime Minister said that India has to pull its energy together to rebuild village 
economies. “Digital entrepreneurs are also coming out of villages. The eight crore self-
help groups in villages make fine products. Government will build an e-commerce 
platform to give market access to these products within and outside the country. When 
the country is moving forward with the mantra of ‘Vocal for Local’, this digital platform 
will connect women self-help groups to distant parts of the country and the world," Mr 
Modi said.

The commerce ministry is working to build an Open Network for Digital Commerce 
(ONDC) platform to democratize digital commerce, moving it from a platform-centric 
model to an open-network. ONDC aims to enable buyers and sellers to be digitally 
visible and transact through an open network, no matter what platform or application 
they use. ONDC is expected to empower merchants and consumers by breaking silos 
to form a single network to drive innovation and scale, transforming all businesses from 
retail goods, food to mobility.

“Digital entrepreneurs are also coming out of villages. The eight crore 
self-help groups in villages make fine products. Government will build 
an e-commerce platform to give market access to these products 
within and outside the country. When the country is moving forward 
with the mantra of ‘Vocal for Local’, this digital platform will connect 
women self-help groups to distant parts of the country and the world," 

Narendra Modi, Prime Minister of India
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While these are welcome steps, there should also be incentives for startups to aggregate 
products from cooperative producers who aggregate thousands of products from tiny 
and individual enterprises across India.

What is also required is a digitally-connected national warehousing network along 
highways that will enable easier storage and quicker logistics enablement of products 
and goods from cooperatives.

A mobile-based super app system for direct marketing by and extensive use of big data, 
artificial intelligence (AI) and block chain technology as vehicles to enable cooperatives 
to help their member producers to connect with a universe of customers much beyond 
their local geographies.
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To describe the last two years as a period of momentous change in the way enterprises 
carry out their businesses could perhaps, eventually, turn out to be an understatement.

This is particularly true of India’s micro, small and medium enterprises or MSMEs. The 
role of small businesses in India’s economy can never be over-emphasised.

Approximately 60 million MSMEs employ a workforce well over 110 million and 
contribute to about 30 per cent of India’s GDP.

For them economic consequences of the new circumstances have been akin to a steadily 
moving car in perfect condition breaking down in the middle of a highway. For small 
businesses, as for other sectors, the crisis has called for an approach that necessitates 
enhanced efficiencies and accelerates modernization.

For some, the pandemic acted as a catalyst for modernisation, resulting in accelerated 
business transition, and spurring businesses to look at any means necessary to adapt and 
innovate to grow. 

MSMEs,  
E-COMMERCE and  

A WIN-WIN EQUILIBRIUM
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Different businesses needed different solutions — disposing of existing stock, planning their re-
entry into what will be a very changed market. Skills had to be targeted to differing markets; some 
making functional products of everyday use, others creating one-of-a-kind pieces for high-end 
buyers.

The government too has been encouraging the penetration of technology to ease doing business. 
Apart from providing monetary relief, the government has also been encouraging Indian 
entrepreneurs to grow technologically.

Companies had to cut down on non-essential expenses. More importantly, however, they looked 
towards, and adopted, newer ways to lower expenses by seeking to solve the same problem by 
cheaper tech-driven solutions. 

Companies made use of automation and artificial intelligence tools in their procurement processes 
to get the right product delivered at the desired place at the right time, helping them contain costs 
with the help of technology.

Here’s a snapshot of a typical workflow among many Indian MSMEs to make and secure payments. 
Upon completion of work or a project or an assignment, a vendor or an SMB generates an invoice 
on an enterprise resource planning (ERP) software. It is then distributed among relevant parties. 
In several cases, paper invoices are distributed manually. In many others, these are emailed. 
In yet many others, these are even shared through Whatsapp forwards. As the payment date 
approaches, vendors and clients, whichever the case may be, start sending out reminders to credit 

Source: ICRIER' report on MSMEs, GO DIGITAL
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their outstanding dues. Payments are made, eventually, through a variety of modes such as NEFT or 
National Electronic Fund Transfer, RTGS or real-time gross settlement, instruments like cheques, or 
even cash.  The payments are credited only after a process of invoice reconciliation, which, in many 
cases, are done manually.

As one can imagine, the process is error-prone, time consuming and inefficient because of multiple 
manual interventions. 

For many MSMEs technology and rapid digitisation can turn out to be of immense help. The 
immediate changes can come about in the way these businesses quickly found out tech-driven 
solutions that were not only cheaper, but also more efficient.

In a way, the last two years have been a watershed period that has lent itself to accelerated business 
transition for India’s business landscape. Those MSMEs that showed nimble-footedness in 
digitalisation have gained immensely.

For many other MSMEs, who don't necessarily have the resources to make large investments in 
technology, the disruption has made them realise how adopting digital can help them take advantage 
of opportunities in today's changing environment. Even as MSMEs are struggling for survival, it is 
crucial to evaluate what the Government and technology companies can do to help small businesses 
carve out a growth path for themselves

Mr GOPAL KRISHNA AGGARWAL, (BJP National spokesperson, Economic Affairs), gave a 
detailed breakdown at the roundtable of the problems, the solutions and the policy interventions 
that are taking place. 

The digital divide has been a very critical issue for the MSME sector. There 
constructive steps taken by the government which is leading towards 
unfolding the huge potential that digitalisation has to offer. 

Until now there was no retail trade policy in our country but the present 
central government has worked to bring retail trade policy. The most 
important thing in this is, that we need to carry forward this policy and 
make as many people aware about it.

The government has taken several initiatives to promote digital platforms 
for transactions. In which there are many platforms ranging from BHIM 
app. Similarly, JAM is a very big platform but not many people are aware 
of it. So I suggest that if any policy has to be adopted, then it should be 
debated and people should be made aware so that they put forth their 
views for more robust policy making. 

Similarly, platforms like Amazon and Flipkart will have to be created to 
promote small business. Because without such a platform, we cannot 
talk about bridging the digital divide. The point of digital divide has to 
be understood not only at the level of the government but at the level of 
the MSME sector. Through this type of roundtable, experts can form their 
opinion and give a report to the government so that it is easy to discuss.”

Mr GOPAL 
KRISHNA 
AGGARWAL, 
BJP National 
spokesperson, 
Economic Affairs
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Digitising work processes can not only help cut down costs but has also improved productivity. 
According to a report by consulting and audit firm Deloitte, reducing variable costs is often a 
quicker way to immediately reduce cash outflows than focusing on fixed costs. 

In times of uncertainty such as now, as the Deloitte report states, it is generally a good idea 
to swap fixed costs for variable costs wherever the company can–preserving its core business 
while increasing its flexibility on the fringes. Technology and digitisation enables such processes 
seamlessly, efficiently, and importantly, in a cheaper way.[vi]

Most importantly, the customer is the king. This adage rings loud for any business—big or 
small.

This maxim has rung out loud over the last two years as businesses, particularly some MSMEs 
have discovered a wider universe of customers as the pandemic accelerated digitization across 
the economic landscape.

Businesses and consumers increasingly went digital, providing and purchasing more goods and 
services online. The new conditions have created shifts in digital consumer behavior. Social 
media usage is up 87 per cent in India, for example, as more users spend time on Facebook, 

Source: ICRIER' report on MSMEs, GO DIGITAL

Around 75 percent among MSMEs have good or very good internet 
connectivity. Another 17 percent have average Internet
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Twitter, WhatsApp and Instagram and consume more online content.

Many MSMEs have tried to make the best use of their digital capabilities in order to preserve 
cash flow and retain their base. With customers no longer able to go to them, finding the best 
routes to reach customers has become an imperative, which these MSMEs have quickly found 
out and adapted to through rapid digitisation.

Platform companies have played a key role in helping SMBs to reach out to not only their existing 
customers, but also discover thousands of new ones in newer geographies. Many MSMEs have 
quickly created virtual and digital services to keep operations running, redefined marketing 
and products for specific sectors with unique needs, and utilized artificial intelligence or AI to 
capture key behaviors of customers.

The emerging situation also highlighted the need for a nimble supply chain to which businesses 
responded by forging partnerships to meet consumer demand for essentials and stepped up 
production of essential supplies.

These partnerships can create opportunities to marry technology with fintech strategies in 
offering businesses access to customers. Not just that, increasing digitization of payments have 
also given customers access to formal finance in under-penetrated segments, where the market 
is multiple times bigger than the formal loan market.  The aggregation of traders through such 
networks can offer businesses to come out with new business models and product design and 
delivery to cater to changing spending habits.

Importantly, one of the attendant results of this has been the evolution of the consumer finance 
market India. A hybrid aggregation of India’s neighbourhood kirana stores are now offering 
opportunities to replicate the success of consumer durables financing schemes in micro and 
hyper-local shopping.

This is a remarkable success story that has emerged over the last two years because of increased 
digitization of some of India’s micro, small and medium or MSMEs enterprises.

Consumers find such schemes convenient –available at the points of sale—and attractive as they 
may have to bear very little interest burden while making purchases, yet bring relatively higher 
value consumer products within their reach. Paperless, digitally-enabled financing schemes 
help customers, especially those with lower income levels, to use future income streams to buy 
consumer products upfront and pay in micro instalments over a period.

The beneficiaries will be not just customers – lenders, manufacturers, and retailers too could 
benefit. At a theoretical level, manufacturers gain from the resultant boost to sales and increased 
consumer preference towards high-margin products. 

For retailers, footfalls go up, albeit digitally, whereas an increase in the customer base helps 
lenders to cross-sell loan—personal loans, insurance, etc—products to consumers availing of 
loans for daily use of domestic essentials.
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According to McKinsey’s US Digital Sentiment Survey, retail industry (grocery and apparel) is 
the forerunner in increasing digital adoption by consumers. Grocery retail and apparel retail 
industries were able to increase digital adoption by 100 per cent and 40 per cent, respectively.

Digital transformation for the retail industry means automating and digitizing their existing 
systems. The retail industry has emerged as a beacon of resilience by providing in person, 
omni-channel and seamless customer experience with its smart use of analytics, and artificial 
intelligence or AI.

Building a global reputation: Online transactions create an auditable history of a company's 
performance and reliability. Often consumers depend on these records to identify companies that 
are most likely to provide a satisfactory service. Also, businesses and financial institutions rely 
on these data points to find reliable partners and identify solid businesses to invest and support 
growth. Therefore, a strong record of online transactions is one of the most valuable assets that a 
business can have to build a global reputation. [vii]

At the roundtable Mr. RAJNEESH KUMAR, (Chief Corporate Affairs Officer, Flipkart Group 
), illustrated how the online commerce helps not just MSMEs but also individual artisans, 
demonstrating the essence of inclusivity that such platforms bring about for small businesses. 

Mr. RAJNEESH 
KUMAR,  
Chief Corporate 
Affairs Officer, 
Flipkart Group

 A Mumbai-based consumer called an e-commerce market platform asking 
for a Nagaland-made bamboo sofa. Now the e-commerce company has to 
sell the product, then it will provide bamboo sofas to its consumers, no 
matter what the price has to be paid for it. The company got the Bamboo 
sofa delivered from Nagaland to the consumer of Mumbai. It is clear that 
the consumer also knows that he cannot buy bamboo sofa from Mumbai to 
Nagaland. Because for this he will have to spend both time and money. For 
him the e-commerce platform became the biggest medium. So it is clear 
that it is a miracle of technology that sitting in Mumbai, you can easily order 
goods from Nagaland. 

Currently, during the Covid pandemic, 60 to 70 percent of the business in 
Tier-2 and Tier-3 cities has been done through e-commerce platforms only. 
What goods do customers want in the digital world, today companies are 
able to provide those goods. According to the customer, the product is being 
prepared and the right price is also being received by the manufacturer of 
the product. 

The e-commerce market platform has not yet reached the village level. 
That's why small entrepreneurs are not getting the benefit of this right now. 
But as the market for e-commerce grows, so will the small entrepreneurs.



23

Access to foreign markets: One of the biggest challenges with traditional export 
channels is the inability of small enterprises to participate in that process. To overcome 
this, e-commerce platforms provide a level playing field for all types of businesses that 
seek access to foreign markets. This can be achieved in the following two ways—one, 
where businesses can create their own websites and execute orders on their own; second, 
where businesses can embark on e-commerce sites that have a presence on international 
markets and avail benefits such as inbound client traffic and infrastructure support. 

Moreover, e-commerce exports allow businesses to test the waters and identify how 
products meet the needs of their customers in various segments. By directly conducting 
experiments with customers in small quantities and with low initial investments, 
enterprises can establish product-market suitability as well as test all key operational 
aspects such as purchase, shipment and return management. In addition, MSMEs can 
access the necessary information to build a client base and understand their preferences 
in real time. 

For example, the Maharashtra-based NMK Textiles is an export company, which 
recently adopted Amazon’s e-commerce platform to launch its new ‘California Design 
Den’ brand. Through this brand, the company sold and exported premium ‘made in 
India’ bedlinen; this helped double its sales in North America and expand footprints in 
global markets.

This is how Sampat Toshniwal,  (President, National Productivity Council, Delhi) opined 
how ecommerce is a global reality now that MSMEs in India should take benefit of.

E-commerce is a global reality of today, considering in the context of 
India, our country has a huge population. Apart from this, the number of 
users of social media is at number two in the whole world. In this way, no 
one can stop e-commerce from growing rapidly in the country. 

The basic economic thought of India is a decentralized role. There is no 
such small industry in any other country in the world. Small entrepreneurs 
are continuously contributing to the country's GDP at low cost.E-
commerce is promoting a centralized economy. 

Small entrepreneurs depend on big entrepreneurs to sell their goods. If 
small entrepreneurs want to do digital marketing then they need to be 
trained in advance. Because many times small entrepreneurs want to 
sell their products through digital medium and for this they also start 
promoting and creating a website. But due to lack of correct information, 
they lose their capital already. Logistics is a big problem, which puts small 
entrepreneurs in trouble. 

In this budget, the government has made some policy, but its guidelines 
have not come completely yet. I think that if Indian Postal Bank plays this 
role, then India can become the biggest market for e-commerce. Because 
Indian post offices are present in every corner of the country. 

Sampat 
Toshniwal,  
President, 
National 
Productivity 
Council, Delhi)
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Procurement benefits: E-commerce platforms can provide MSMEs with an 
opportunity to directly deal with manufacturers and suppliers and thereby, help reduce 
the cost of procurement by removing intermediaries and making long-term contracts. 
Numerous e-commerce B2B platforms have created hub and spoke models for supply 
chain management; this allows MSME partners to lower storage costs and downtime. 
E-commerce offers the following benefits to MSMEs:

Competitive pricing: MSMEs usually source from local retailers or wholesalers and due 
to low volume requirements, they do not benefit from bulk quantity pricing. However, 
an e-commerce platform can provide the best price for products that are negotiated 
for bulk purchases. An offline procurement network is much less likely to provide 
competitive pricing. [viii]

Wide accessibility: MSMEs face the issue of product availability due to limited 
inventory of local retailers or dealerships; however, its requirement of specific products 
is satisfied/met by online B2B purchases, as this channel offers multiple brand options 
and numerous products & suitable substitutes at the same or a lower price.

Overcoming information asymmetry: With a detailed product catalogue, a wide 
range and better prices, e-commerce platforms solve problems of global information 
asymmetry in the industrial goods sector. Product reviews, articles, buying guides and 
user tutorials, which are organised by e-commerce platforms, can enormously benefit 
shoppers by helping them choose the right products for their needs.

Technology integration: Finally, e-commerce platforms offer technological advantages 
such as complete transparency, with detailed tracking of the status of the order, and 
enable recurring purchases, which are not available during offline purchases. Since 
industrial products are functional in nature and necessary to be repeated to run a 
business, MSMEs can benefit from these services/offerings.
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Experts at the round table broadly echoed these views.

P Uday Kumar 
 Director, Planning & 

Marketing, NSIC, Govt. of 
India

India needs to be better 
prepared to deal with the 
challenges faced by the 

MSME sector. Because the 
digital world has grown 

rapidly, but the challenge 
of the market is still there. 

Because the problem 
of small entrepreneurs 
is multiplied from raw 

materials to the market 
to sell their product in the 

market. The challenge 
is that consumers want 
to get a better product 
at a lower price. For this 
the government gives 

subsidies but this subsidy 
is not enough for the 

entrepreneur. For this a 
consolidated fund needs 
to be created. So that any 

entrepreneur can carry 
forward his work by taking 

money from that fund 
for a fixed time. Similarly, 

centralized digital 
financing is also needed.

Vinit Goenka  
Member, Governing 
Council of Centre for 
Railway Information 
System, Ministry of 

Railways, Government of 
India

When we talk about 
MSMEs, of course, small 
entrepreneurs come to 
our attention. Now we 
need to focus on how 

we can provide a digital 
market to the product of 
small entrepreneurs. If 

we promote business on 
the lines of Amul, then 
perhaps this model will 

also serve the interest of 
our small entrepreneurs. 

For this, along with 
publicity, we have to 

train young talents as 
well. Because we cannot 

promote technology 
without spreading 

knowledge.

Nirupama 
Sundarajan  

CEO, Pahle India 
Foundation

The policy for the 
business of e-commerce 
companies needs to be 
made flexible. Because 

the e-commerce market 
can catch up only when 

the government changes 
some rules. Exemption 

from custom duty 
etc. Only then can the 

e-commerce market grow 
rapidly.
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Ms. Rudrani 
Bhattacharya  

Professor, National 
Institute of Public Finance 

and Policy

I would like to give the 
example of Delhi Haat, 
which is providing a 

huge market for small 
entrepreneurs. There are 

other similar places in 
other cities of the country 
as well, but if we promote 

it further, then maybe 
small entrepreneurs can 

get a chance to move 
forward. In this way, if we 

do a hot digital market 
then maybe we can give 

a big platform to small 
entrepreneurs.

Narendra Upadhadhya  
National Head SimpleDesi

We have to appreciate the 
importance of cottage 

industries in any developing 
country like India. When the 

country became independent, 
what was the quality of 

cottage industry then and 
what is it today, that too needs 

to be considered. Because 
at that time there was not so 
much technology available. 
Today, if our product has a 
quality, then it will be sold 

through some platform or the 
other. 90 thousand cooperative 

societies are working in 
our country but we know 
them more as agricultural 

cooperative societies. There 
are about 30 crore cooperative 
members in the country who 
are directly associated with 

the cooperative movement. But 
even today many cooperatives 

have not been able to go 
digital. Today, first of all there 

is a need for digitization of 
these committees. Once they 

are digitized, then surely 
e-commerce can become a big 
play through creating market 

access for them.

Krishnakant  
 President Bhartiya 

Panchayat Parishad, Delhi

After agriculture, the 
most employable sector 
is small scale industries, 

cooperatives are also 
playing an important role 
by going from village to 
village. We are talking 

about digitization, 
digitization has made 
our business simple 
and easy. Along with 

digitalisation, there is also 
a need  to pay attention to 
digital education, for this 
people need to be made 
aware. This would help to 
promote digital e-market 

for our farmers.
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Key recent initiatives for digitalisation of msmes
‘SAMARTH’ by Flipkart: In July 2019, Flipkart, a local platform, developed/introduced 
Samarth programme to promote Indian artisans, weavers and state handloom industries. 
Through this initiative, the company aims to provide MSMEs easy access to the online 
business marketplace and support in terms of business management, storage and account 
management. With Samarth, Flipkart intends to empower millions of small businessmen, 
leading to rural India's development.

‘MSME Accelerate’ by Amazon: The company launched this initiative in June 2020 to help 
MSMEs recover from the aftermath of the pandemic. Through this programme, businesses 
can avail offers and bulk discounts to continue/run their businesses smoothly.

Amazon announced the 'Spotlight North East’ programme (US$ 25 million) to bring 
together and provide online support to 50,000 artisans, weavers and small businesses from 
all eight states in the Northeast by 2025; and boost exports of key commodities such as tea, 
spices and honey.

Collateral-free loans by Paytm: The company launched an initiative to offer unsecured 
loans of up to 5 lakh (US$ 6,729), at low interest rates, to MSMEs. Under this initiative, Paytm, 
in partnership with banks and NBFCs, digitised the entire loan process, from application to 
disbursement, without additional document requirements.

‘Atmanirbhar Section’ by Shopclues: As part of this initiative, Shopclues launched an 
online ‘Vocal for Local’ market platform, which includes locally produced products in various 
categories such as fashion, footwear, jewellery, groceries and others. The company works with 
thousands of local merchants and promotes local products on the marketplace.

Source: ICRIER' report on MSMEs, GO DIGITAL
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ICICI Bank launched ‘Merchant Stack’ in April 2021, a comprehensive digital banking service 
that is specially curated for retail merchants. These value-added services enable users—such 
as merchants, grocers, supermarkets, large retail store chains, online businesses and large 
e-commerce firms—to meet their banking requirements and further serve their customers 
amid the pandemic. In addition, users can avail these contactless services on InstaBIZ, the 
bank’s mobile banking application.

In April 2021, Vedanta Limited, a leading producer of metals and oil & gas, launched the 
‘Vedanta Saathi’ programme, which offers services including channel financing in partnership 
with a host of banks, NBFCs and fintech firms; soon to be launched e-commerce solutions 
(such as transparent pricing and live pricing options, direct buy access to a diverse product 
portfolio with no bar on quantity and easy delivery tracking & micro-logistics); avenues for 
technical upskilling; opportunities for MSMEs to set up downstream/ancillary manufacturing 
units near Vedanta’s plants; and a dedicated web portal for MSMEs to interact with Vedanta’s 
quality, product application, engineering and innovation teams.

In February 2021, Walmart's Vriddhi programme was extended to Uttar Pradesh, with launch 
of an e-institute to facilitate small businesses in granting access to skills and competencies 
across online and offline platforms such as Flipkart's marketplace and Walmart's global supply 
chain, resp. This new e-institute will benefit 50,000 MSMEs across the country to expand 
domestically and globally.

In February 2021, Mastercard and Razorpay joined hands to help small Indian businesses and 
entrepreneurs embrace digital payments. This partnership will integrate Razorpay's payment 
processing capabilities with Mastercard's digital banking platforms and card services.

Source: ICRIER' report on MSMEs, GO DIGITAL
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CONCLUSION 
That MSMEs are the lifeblood of the Indian economy cannot be overemphasised. In 
the preceding chapters we examined the path for small businesses to the so-called 
“new normal” powered by the engines of technology and digitisation. Technology and 
digitalisation is the handmaiden of growth.

It is not just about reaching out to retail customers at home. Indian small and medium 
businesses account for about half of India’s merchandise exports. In rapidly changing 
business conditions, preparing for their integration into the global supply chain has 
become a key priority.

Keeping the nose ahead on the high seas of global merchandise trade will need a 
systematic and collaborative approach inclusive of policy enablement, capacity building, 
and private sector partnerships, all involving technological solutions at unprecedented 
scale.

Digital adoption will be at the core of this approach. The pandemic has served as a 
catalyst for Indian small businesses to digitally gain exposure to global markets that has 
also added a new benchmark for MSMEs based on quality, offering them an opportunity 
to embrace innovations and global best practices. This, in turn, has also become an 
important stepping stone in fulfilling the government’s vision of transforming India into 
a manufacturing hub.

Technology has turned out to be an enabler to hasten processes and make doing business 
easier. Digital-Forward SMBs are better equipped to handle market volatility. MSMEs 
are being encouraged to market their products through the Government e-Marketplace 
(GeM)—the national public procurement portal for an online, end-to-end marketplace 
for open, efficient and transparent procurement of goods and services by central and 
state government organisations.



30

The pace of technology-based production activities among MSMEs also needs to go 
up, as also investment in research and development or R&D activities. This will help 
smoothen out bottlenecks, making such enterprises become globally more competent. 
MSMEs also need to increasingly look to acquire globally available technology to 
enhance their product quality.

Digital technologies will reshape the way SMBs get work done. Cloud computing, 
artificial intelligence (AI) and machine learning, the Internet of Things (IoT), analytics, 
robotics, augmented reality (AR) and virtual reality (VR) are quickly emerging as the go-
to tools among Indian MSMEs to get more agile, efficient and quality-conscious. Many 
processes that were done manually, are moving towards machine-driven solutions. 
This is now increasingly deployed in core manufacturing activities as well. For instance, 
many Indian MSMEs, particularly those exporting manufactured products, are now 
deploying robotic and semi-robotic solutions on their factory floors.

Goods that were collected by people to move from one output process to another during 
its production journey on the factory floor, are now being increasingly done through 
machines. This can help save time. More importantly, such innovations can yield cost 
savings. An eight-hour shift through these tech-enabled processes and digitalisation can 
produce more goods than earlier as processes have speeded. This quicker turnaround 
time and reduced costs can help MSMEs stay competitive in global trade.

Technology, digitisation and innovation are the vehicles for MSMEs to transit to new, 
changed conditions. Agility and speed in decision-making are critical for businesses to 
flourish. Technology and digitisation is a powerful lever for this by enabling businesses 
to stay connected with customers, employees, and partners on a real time basis.

MSMEs need to develop an IT roadmap and digital blueprint across 1-year, 3-year, and 
5-year time spans to ensure technology decisions amid growing acknowledgement that 
it is imperative to let business priorities drive technology decisions. These enterprises 
should not be afraid to assess cutting-edge technologies and take the benefits of global 
and domestic e-commerce platforms to get access to a very wide universe of customers 
across continents.

The Roundtable Discussion on Bridging Digital Divide For Co-operatives & Small 
Business in India, ‘Ways & Means’ organised by initiative of Sahakar Bharti & Policywatch 
Foundation yielded deep insights and perspectives on the current state of play and what 
was needed to enable to India’s MSMEs to keep their nose ahead in a highly competitive 
technology-powered business environment.
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Plan Ahead 
India’s MSMEs need to develop an IT roadmap and digital blueprint across 1-year, 3-year, 
and 5-year time spans to ensure technology decisions amid growing acknowledgement 
that it is imperative to let business priorities drive technology decisions. These enterprises 
should not be afraid to assess cutting-edge technologies and take the benefits of global 
and domestic e-commerce platforms to get access to a very wide universe of customers 
across continents.

Policy Enablement 
The government should come out with a dedicated technology acquisition corpus of 
funds from which India’s MSMEs can finance their digital expansion needs. This fund 
should be a non-lapsable fund from the annual Union Budget that will lend money to 
MSMEs at extremely soft interest rates for technology acquisition and upgradation. 
E-commerce policies need to consider the unique characteristics of certain MSMEs, 
especially handicrafts, while defining the seller's responsibilities and liabilities. Policies 
across ministries need to be streamlined.

Digital Literacy 
The government should launch a special digital literacy drive with specific 1,3 and 5-year 
goals for MSMEs to smoothen their digitalisation processes. This should be piloted 
by the Ministry of Electronics and Information Technology (MeITY), executed by a 
dedicated team from the National Informatics Centre (NIC) in collaboration with the 
Ministry of Commerce and Industry, state governments and the NITI Aayog.

Digital Sarathi 
The Union Government should initiate a “DIGITAL SARATHI Programme” between 
Indian MSMEs global and domestic e-commerce companies to build confidence among 
small businesses about online marketplaces. The programme should be crafted to enable 
MSMEs to understand the benefits of their products being available on e-commerce 
platforms. The e-commerce platforms will also get acquainted with information 
about a range of products that Indian MSMEs produce from across the country. This 
programme should focus towards fostering Public Private Partnership and would run 
under the aegis of Ministry of Commerce and Ministry of MSME to create maximum 
value for all the stakeholders. E-commerce platforms need to create financially feasible 
marketing models that ensure that MSMEs can maximise the benefits of a platform, as 
larger enterprises and brands do.

Recommendations
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Tech Talent Pool
One of the biggest challenges of Indian MSMEs is their inability to pay market salaries 
to set up a dedicated tech team. This is a real problem and is equivalent to a `chicken 
and egg’ story. MSMEs cannot continue to ignore the need for digitalisation. However, 
many MSMEs cannot afford to have a specialised in-house tech and IT team. The Union 
MEITY and the state governments should collaborate with engineering colleges to set 
up a tech and IT talent pool for MSMEs. This should be done through a well-structured 
apprenticeship programme. MSMEs need skills development and training. While there 
are ongoing initiatives, this requires collaborative efforts by the private sector, state, and 
local government and willing participation by MSMEs. 

Marketing and Branding Support
The Union Government and State government should collaborate to craft a marketing 
and branding programme for products of Indian MSMEs in conjunction with global 
and domestic e-commerce platforms. This will help MSMEs to communicate about 
their products to a much wider audience without spending large amounts of money.

Incentives To Aggregate Cooperative Products
The Union Government should come out a medium-term fiscal incentive-driven 
programme that encourages startups to establish ventures for aggregating thousands 
of products from tiny and individual enterprises across India.What is also required is a 
digitally-connected national warehousing network along highways that will enable easier 
storage and quicker logistics enablement of products and goods from cooperatives. A 
mobile-based super app system for direct marketing by and extensive use of big data, 
artificial intelligence (AI) and block chain technology as vehicles to enable cooperatives 
to help their member producers to connect with a universe of customers much beyond 
their local geographies.
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[i] As defined in the International Cooperative Alliance’s Statement of 
Cooperative Identity, 1995.
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coop/documents/publication/wcms_754087.pdf
 
[iii] As defined in the International Cooperative Alliance‟s Statement of 
Cooperative Identity, 1995
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