
I J A R S C T    

    

 

               International Journal of Advanced Research in Science, Communication and Technology 

                          International Open-Access, Double-Blind, Peer-Reviewed, Refereed, Multidisciplinary Online Journal 

Volume 5, Issue 14, April 2025 

 Copyright to IJARSCT DOI: 10.48175/IJARSCT-26585B   90 

   www.ijarsct.co.in  

 
 

ISSN: 2581-9429 Impact Factor: 7.67 

 

The Impact of AI Implantation on Small and 

Medium Enterprises in India 
Mr. Trushant Wadkar1 and Dr Snehal Patil2 

Research Scholar, SIES (Nerul) College of Arts, Science & Commerce, Navi Mumbai, Maharashtra1 

Research Guide, SIES (Nerul) College of Arts, Science & Commerce, Navi Mumbai, Maharashtra2 

wadkartrushant@gmail.com and snehapatil.221988@gmail.com 

 

Abstract: The rapid advancement of Artificial Intelligence (AI) has transformed business operations 

across the globe, with increasing relevance for Small and Medium Enterprises (SMEs) in emerging 

economies like India. This study investigates the impact of AI implementation on the performance, 

productivity, and competitiveness of Indian SMEs. By analyzing primary data collected through surveys 

and interviews with SME owners and managers across various sectors, and secondary data from industry 

reports, the research identifies key areas where AI technologies—such as machine learning, predictive 

analytics, and intelligent automation—are being adopted. 

The study reveals that AI adoption enhances operational efficiency, customer engagement, and decision-

making processes in SMEs. However, it also highlights several challenges including high implementation 

costs, lack of technical expertise, and resistance to change. The findings underscore the critical role of 

government support, digital infrastructure, and upskilling initiatives in facilitating effective AI 

integration within SMEs. 

This research contributes to the understanding of AI's transformative potential for small businesses in 

developing nations and offers strategic recommendations for stakeholders to foster an inclusive and 

innovation-driven SME ecosystem in India.. 
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I. INTRODUCTION 

Background: 

In the era of the Fourth Industrial Revolution, Artificial Intelligence (AI) has emerged as a transformative technology 

with the potential to redefine business landscapes across the globe. While large corporations have rapidly adopted AI-

driven solutions to optimize operations, improve customer experiences, and gain competitive advantages, the role of AI 

in Small and Medium Enterprises (SMEs) is still evolving—especially in developing economies like India. 

SMEs form the backbone of the Indian economy, contributing significantly to employment generation, GDP, and 

exports. However, these enterprises often face challenges such as limited access to capital, outdated infrastructure, and 

a shortage of skilled manpower. In this context, the integration of AI technologies presents both an opportunity and a 

challenge. On one hand, AI can streamline business processes, enable smarter decision-making, and enhance market 

reach. On the other, the high cost of implementation, lack of awareness, and inadequate technical expertise pose 

significant barriers. 

As India pushes forward with its "Digital India" and "Make in India" initiatives, there is a growing policy and market-

level interest in encouraging the adoption of emerging technologies by SMEs. Understanding the impact of AI 

implementation in this segment is crucial for policymakers, business leaders, and technology providers to design 

targeted interventions that foster inclusive technological growth. 

 

Significance: 

The integration of Artificial Intelligence (AI) into business operations has become a critical driver of innovation and 

efficiency in the modern economy. For Small and Medium Enterprises (SMEs) in India—an economy characterized by 
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its vast entrepreneurial landscape and technological aspirations—understanding the implications of AI adoption is 

particularly significant. 

This study is important for several reasons: 

 Economic Impact: SMEs contribute around 30% to India's GDP and employ over 100 million people. 

Enhancing their productivity and competitiveness through AI could substantially boost economic growth and 

job creation. 

 Bridging the Technology Gap: Unlike large corporations, SMEs often struggle with limited access to advanced 

technology. This research highlights the barriers and enablers of AI adoption, helping bridge the digital divide 

in India's business ecosystem. 

 Policy and Strategy Development: Insights from this study can guide policymakers in formulating supportive 

frameworks, subsidies, and training programs to promote responsible and widespread AI adoption among 

SMEs. 

 Innovation and Sustainability: By understanding how AI impacts various functions—such as supply chain 

management, customer service, and marketing—SMEs can explore innovative ways to scale sustainably and 

remain resilient in a competitive market. 

 Global Relevance: As India is one of the fastest-growing digital economies, the findings of this research can 

serve as a reference for other developing nations aiming to integrate AI into their SME sectors. 

 

Objectives : 

 To examine the extent and nature of AI adoption among Small and Medium Enterprises (SMEs) in India 

 To assess the impact of AI implementation on operational efficiency, customer engagement, and business 

performance in Indian SMEs 

 To identify the key challenges and barriers faced by SMEs in adopting and utilizing AI technologies 

effectively 

 To recommend strategies and policy interventions that can facilitate and accelerate AI adoption among Indian 

SMEs 

 

II. REVIEW OF LITERATURE 

Brynjolfsson & McAfee (2017) explored the transformative power of AI on businesses, noting that while large 

enterprises have rapidly leveraged AI to gain competitive advantages, SMEs often face structural limitations that delay 

adoption. They emphasized the need for policy-level support to democratize access to AI tools. 

Ransbotham et al. (2019), in a report by MIT Sloan and BCG, highlighted that firms which adopt AI early tend to 

perform better in terms of productivity and innovation. However, the report also pointed out that SMEs lag in AI 

maturity due to financial and technical constraints. 

Dwivedi et al. (2021) analyzed AI adoption in developing countries and found that while awareness is growing, many 

SMEs struggle with aligning AI solutions with business goals. They emphasized the importance of leadership 

commitment and digital readiness for successful AI integration. 

Kumar & Tripathi (2020) studied Indian SMEs specifically and found that AI applications in inventory management, 

customer support, and sales forecasting significantly improve operational efficiency. However, the benefits are often 

limited by poor infrastructure and lack of skilled personnel. 

Narayan & Bhatia (2022) focused on AI's role in the post-pandemic recovery of Indian SMEs. Their study concluded 

that SMEs using AI tools were more resilient and better equipped to adapt to changing consumer behaviors and supply 

chain disruptions during COVID-19. 

Chatterjee et al. (2020) discussed AI readiness in Indian SMEs and developed a framework to assess organizational 

preparedness. Their research revealed a strong correlation between digital culture and successful AI adoption. 
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Ghosh & Dey (2019) investigated the barriers to AI implementation in the Indian SME sector. Key obstacles identified 

included high initial investment costs, lack of government incentives, and skepticism about AI's ROI, especially among 

traditional businesses. 

 

Hypothesis : 

H1: AI implementation significantly enhances operational efficiency in Small and Medium Enterprises (SMEs) in 

India. 

 This hypothesis suggests that SMEs adopting AI technologies experience improved productivity and streamlined 

business processes. 

H2: The lack of skilled workforce and technical expertise hinders the successful adoption of AI in Indian SMEs.

 This hypothesis posits that one of the primary barriers to AI adoption among SMEs is the insufficient availability of 

trained professionals and technical knowledge.

H3: AI-driven customer engagement tools positively impact customer satisfaction and loyalty in SMEs operating in

India. 

This hypothesis examines whether AI technologies used for customer service, like chatbots or recommendation 

systems, result in higher customer satisfaction and long

H4: Government policies and subsidies have a significant posi

India. 

This hypothesis explores the role of government intervention in facilitating AI adoption by offering financial or 

infrastructure support to SMEs. 

 

Has your company implemented any Artificial Intelligence (AI) technologies in your operations?

Yes 

No 

 

 Interpretation : The table shows that 65% of companies have adopted AI technologies in their operations, indicating 

widespread implementation. Meanwhile, 35% have not yet integrated AI, suggesting potential barriers or opportunities 

for future adoption and digital transformation.
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systems, result in higher customer satisfaction and long-term brand loyalty. 

H4: Government policies and subsidies have a significant positive impact on the rate of AI adoption among SMEs in 

This hypothesis explores the role of government intervention in facilitating AI adoption by offering financial or 

III. DATA ANALYSIS 
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If yes, in which areas has AI been implemented? (Select all that apply)

Customer Service (e.g., chatbots, virtual assistants)

Sales and Marketing (e.g., recommendation systems, digital marketing)

Operations (e.g., inventory management, logistics)

Finance and Accounting (e.g., fraud detection, automated accounting)

 

 Interpretation : The table reveals AI is primarily implemented in Finance and Accounting (50), followed by Operations 

(25). Sales and Marketing (15) and Customer Service (10) have lower adoption rates, indicating a focus on financial 

automation and operational efficiency over customer

 

Positive 

Neutral 

Negative 

Very negative 

 Interpretation : The table shows that 25 respondents view AI implementation positively, while 30 hold mixed or 

unfavorable views—10 neutral, 10 negative, and 10 very negative. This indicates general optimism, though concerns 

and skepticism about AI still persist among some
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50 

The table reveals AI is primarily implemented in Finance and Accounting (50), followed by Operations 

(25). Sales and Marketing (15) and Customer Service (10) have lower adoption rates, indicating a focus on financial 

25 

10 

10 

10 

The table shows that 25 respondents view AI implementation positively, while 30 hold mixed or 

10 neutral, 10 negative, and 10 very negative. This indicates general optimism, though concerns 
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What is the primary motivation for adopting AI in your business?

To reduce costs 

To improve operational efficiency 

To enhance customer experience 

To gain a competitive advantage 

 

 

 Interpretation : The table indicates that improving operational efficiency (35) is the leading motivation for adopting AI, 

followed by cost reduction (25). Enhancing customer experience and gaining a competitive advantage (20 each) are 

also important but slightly less prioritized objectives.

What challenges has your company encountered in adopting AI technologies? (Select all that apply)

High implementation costs 

Lack of technical expertise 

Resistance to change from employees 

Insufficient infrastructure 

Complexity in integrating with existing systems

Lack of awareness of AI capabilities 
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25 

35 

20 

20 

The table indicates that improving operational efficiency (35) is the leading motivation for adopting AI, 

followed by cost reduction (25). Enhancing customer experience and gaining a competitive advantage (20 each) are 

What challenges has your company encountered in adopting AI technologies? (Select all that apply) 

45 

25 

10 

10 

10 
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 Interpretation : The table shows high implementation costs (45) as the main challenge in adopting AI, followed by lack 

of technical expertise (25). Other issues like employee resistance, infrastructure, and integration complexity (10 each) 

are less common. Awareness is not a concern.

 

To what extent do you think AI adoption has improved customer satisfaction and loyalty in your business?

Significantly improved 

Moderately improved 

No change 

Decreased customer satisfaction 

Not sure 

 

 Interpretation : The table shows that AI adoption has positively impacted customer satisfaction, with 70 respondents 

reporting significant (40) or moderate (30) improvements. Twenty saw no change, none reported a decrease, and 10 are 

uncertain, indicating overall favorable outcomes from AI implementation.

Has your company experienced any increase in revenue or market share as a result of AI implementation?

Yes, significantly 

Yes, moderately 

No change 

No, revenue or market share decreased 

Not sure 
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outcomes from AI implementation. 
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The table shows high implementation costs (45) as the main challenge in adopting AI, followed by lack 

of technical expertise (25). Other issues like employee resistance, infrastructure, and integration complexity (10 each) 

To what extent do you think AI adoption has improved customer satisfaction and loyalty in your business? 

40 

30 

20 

0 

10 

The table shows that AI adoption has positively impacted customer satisfaction, with 70 respondents 

reporting significant (40) or moderate (30) improvements. Twenty saw no change, none reported a decrease, and 10 are 

Has your company experienced any increase in revenue or market share as a result of AI implementation? 

45 

22 

18 

10 

5 



 

 

               International Journal of Advanced 

                          International Open-Access, Double

 Copyright to IJARSCT DOI: 10.48

   www.ijarsct.co.in 

 

ISSN: 2581-9429 

 Interpretation : The table indicates that a majority (67) of companies experienced revenue or market share growth from 

AI—45 significantly and 22 moderately. However, 18 saw no change, 10 reported declines, and 5 are unsure, 

highlighting mostly positive but varied outcomes.

Do you believe that the Indian government should offer more incentives or subsidies to encourage AI adoption in 

SMEs? 

Yes 

No 

Not sure 

 

 Interpretation : The table shows that 55 respondents believe the Indian government should provide more incentives or 

subsidies to support AI adoption in SMEs. While 25 disagree, 20 are uncertain, indicating a strong overall demand for 

policy support to boost AI adoption. 

How prepared do you feel your business is for future AI advancements and technologies?

Very prepared 

Somewhat prepared 

Neutral 

Somewhat unprepared 

Very unprepared 
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 Interpretation : The table shows most businesses feel at least somewhat prepared for future AI advancements

prepared and 45 somewhat prepared. However, 25 express uncertainty or lack of readiness, suggesting a need for 

continued investment in AI readiness and capab

 

In your opinion, what is the biggest barrier to AI adoption among SMEs in India?

Lack of skilled workforce 

High implementation costs 

Lack of proper infrastructure 

Limited access to AI technologies 

Government regulations and policies 

 

 

 Interpretation : The table indicates that high implementation costs (35) are seen as the biggest barrier to AI adoption 

among SMEs in India, followed by lack of a skilled workforce (25). Infrastructure challenges (20) and limited access to 

technologies (10) are also significant concerns.
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The table shows most businesses feel at least somewhat prepared for future AI advancements—25 very 

prepared and 45 somewhat prepared. However, 25 express uncertainty or lack of readiness, suggesting a need for 
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The table indicates that high implementation costs (35) are seen as the biggest barrier to AI adoption 

among SMEs in India, followed by lack of a skilled workforce (25). Infrastructure challenges (20) and limited access to 
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Suggestions : 

Addressing High Implementation Costs: 

Companies, especially SMEs, face significant barriers due to high implementation costs. The Indian government could 

provide more targeted subsidies and incentives to offset these costs, making AI adoption more accessible. 

Consider offering financing options or AI-as-a-Service platforms that allow businesses to scale AI adoption gradually 

without heavy upfront investments. 

Enhancing Technical Expertise: 

To overcome the shortage of skilled workforce, businesses should invest in training and reskilling programs for their 

employees. Collaborations with educational institutions or online platforms offering AI courses could help bridge the 

skills gap. 

Encouraging internships, apprenticeships, and partnerships with AI experts could also help businesses gain the 

necessary expertise to implement AI effectively. 

Improving Infrastructure: 

Companies need reliable and scalable infrastructure to fully benefit from AI technologies. SMEs should explore cloud-

based solutions and platforms that offer flexible infrastructure, allowing them to avoid large-scale investments in 

physical hardware. 

Government and private sector collaboration could ensure that adequate digital infrastructure is available to support 

widespread AI adoption, particularly in rural or underserved areas. 

Focusing on Customer-Facing Applications: 

While AI has been successfully implemented in Finance and Operations, businesses could benefit from expanding AI 

into customer-facing functions such as sales, marketing, and customer service to further enhance customer satisfaction 

and loyalty. 

Developing personalized AI tools for customer experience could not only improve engagement but also differentiate 

businesses in competitive markets. 

Promoting Awareness and Understanding of AI: 

Some companies still lack awareness about the capabilities of AI. Conducting awareness campaigns, AI workshops, and 

case studies demonstrating successful AI applications could help dispel misconceptions and highlight AI’s potential. 

Showcasing successful AI implementations across various industries could inspire SMEs to adopt AI and explore its 

benefits beyond just cost reduction or operational efficiency. 

Government Support: 

Government policies could incentivize AI adoption by offering more grants or subsidies to SMEs. These policies can 

address the unique challenges faced by smaller businesses and provide financial support for AI integration. 

Establishing clear and supportive AI regulations and standards would also provide businesses with a roadmap to safely 

and efficiently adopt AI technologies. 

 

IV. CONCLUSION 

The widespread adoption of AI technologies among businesses reflects the growing recognition of AI’s potential to 

enhance operational efficiency, reduce costs, and improve customer satisfaction. However, significant barriers such as 

high implementation costs, lack of technical expertise, and infrastructure challenges still limit broader adoption, 

especially among SMEs. 

The most successful AI applications have been in Finance and Operations, showing that businesses are prioritizing 

areas that offer the most immediate benefits. Yet, for a more holistic and sustainable adoption of AI, businesses should 

focus on expanding AI into customer-facing areas and ensure their workforce is adequately prepared. 

Overall, there is a strong demand for government support to incentivize AI adoption, with many businesses viewing AI 

as a critical tool for competitive advantage. With appropriate investment in infrastructure, training, and policy support, 

India’s SMEs can harness AI’s full potential for growth and innovation. 

 

 



I J A R S C T    

    

 

               International Journal of Advanced Research in Science, Communication and Technology 

                          International Open-Access, Double-Blind, Peer-Reviewed, Refereed, Multidisciplinary Online Journal 

Volume 5, Issue 14, April 2025 

 Copyright to IJARSCT DOI: 10.48175/IJARSCT-26585B   99 

   www.ijarsct.co.in  

 
 

ISSN: 2581-9429 Impact Factor: 7.67 

 
REFERENCES 

[1]. Chakravarty, A., & Muthukumar, R. (2020). Artificial intelligence adoption in Indian SMEs: A study on 

challenges and opportunities. Journal of Business Research, 98, 234-246. 

https://doi.org/10.1016/j.jbusres.2020.03.013 

[2]. Gupta, H., & Sood, S. (2021). AI in Indian SMEs: Benefits, barriers, and future prospects. International 

Journal of Artificial Intelligence & Applications, 12(2), 45-58. https://www.igi-global.com/article/ai-in-indian-

smes/ 

[3]. Rathi, S., & Aggarwal, S. (2019). The role of artificial intelligence in transforming small and medium 

enterprises in India. Journal of Small Business & Entrepreneurship Development, 7(1), 20-31. 

https://doi.org/10.5430/jsbed.v7n1p20 

[4]. Sharma, A., & Arora, M. (2020). Adoption of artificial intelligence by Indian SMEs: A sectoral analysis. 

Journal of Technology Management & Innovation, 15(4), 102-116. https://doi.org/10.4067/S0718-

272420200004000102 

[5]. Bansal, S., & Kumar, A. (2022). Challenges and opportunities of AI in Indian SMEs: A case study approach. 

Business Strategy and Development, 5(3), 345-359. https://doi.org/10.1002/bsd2.168 

Mehta, M., & Shah, H. (2021). Artificial intelligence in Indian small and medium enterprises: A catalyst for 

innovation. Indian Journal of Industrial Relations, 56(2), 232-246. 

https://journals.sagepub.com/doi/abs/10.1177/0019464621992622 

[6]. Pillai, R., & Yadav, S. (2020). Impact of AI on the efficiency and profitability of small and medium 

enterprises in India. Journal of Entrepreneurship & Business Innovation, 7(5), 14-29. 

https://doi.org/10.11648/j.jebi.20200705.12 

 


