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Abstract
Cloud computing has emerged as a revolutionary and transformative force, significantly 

impacting businesses on a global scale by furnishing cost-effective and scalable IT solutions. 
In the specific context of India, small and medium-sized enterprises (SMEs) stand out as 
pivotal contributors to the nation’s economic growth, and the adoption of cloud computing 
has increasingly become indispensable for their sustained success. This comprehensive 
analysis delves into the crucial role that cloud computing plays within the landscape of SMEs 
in India, exploring a spectrum of aspects, including its advantages, challenges, prevalent 
adoption trends, and future prospects.

India boasts a substantial SME population that serves as a cornerstone for the country’s 
Gross Domestic Product (GDP) and employment figures. However, these enterprises 
encounter formidable challenges in staying competitive within the digital era, primarily 
due to resource limitations, fiscal constraints, and inadequate IT infrastructure. In light of 
these constraints, cloud computing emerges as a transformative solution, bridging the gap 
by offering innovative, scalable, and cost-efficient IT solutions for SMEs. This memorandum 
undertakes a thorough examination of the multifaceted ways in which cloud computing 
is empowering and facilitating the operations of small and medium-sized enterprises 
throughout the nation.
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Introduction

Cloud computing, an emerging generation of IT infrastructure, differs 
from the traditional information model in several ways, including 
investment method, technical architecture, resource pool, flexibility, 
scalability, and other features. [1]

Technology has advanced, and one example of an innovative 
information model is cloud computing. Several studies have shown how 
cloud-based IT technology promotes information interchange and 
application deployment, increases the flexibility of MSME IT architecture, 
and allows for quick response to changes in IT service requirements. 
Therefore, in order for MSME to prosper in a fast-paced environment, it is 
imperative to increase strategic and business agility. Most recent study 
distinguishes between cloud computing infrastructure capability and 
enterprise agility. Examine one of the problems independently, avoiding 
concentrating on how it seems to work. Before adopting cloud computing 
technology, MSME must, however, improve their infrastructure capabilities 
for cloud computing in order to maximize their agility. To provide a more 
thorough framework for comprehending the impact of cloud computing 
technology on business agility, the question “what is the action mechanism 
of cloud computing infrastructure capability affecting business agility” 
remains relevant. This implies that if MSME wants to leverage cloud 
computing infrastructure through ascension ability to boost organizational 
agility, IT business alignment with cloud computing infrastructure 
capabilities is a must [9].

It is critical for SMEs to stop viewing IT enablement as an afterthought 
as they adjust to the new normal. Cloud-based solutions need special 
attention as we move toward leveraging the proper technology to expand 
business outcomes. By providing software, platforms, and infrastructure 
as a pay-as-you-go approach, cloud computing enables SMEs to adopt 
cutting-edge technology at a reduced cost of ownership [7]. 

Literature Review

Dimensions of Cloud Computing Adoption in MSMEs

Scalability is a fundamental dimension in the context of cloud 
computing adoption. Cloud services allow MSMEs to scale their IT 
resources up or down as per their requirements, without the need for 
large capital investments [2]. This scalability empowers MSMEs to respond 
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quickly to changes in demand, helping them achieve higher levels of 
business agility [8].

Cost efficiency is a critical factor for MSMEs in India, where resource 
constraints are common. Cloud computing can significantly reduce 
infrastructure costs, as it eliminates the need for substantial upfront 
investments in hardware and software [10]. By paying only for the 
resources they use, MSMEs can allocate their budgets more effectively, 
enhancing their financial agility [3].

Another factor that is strongly related to corporate agility is flexibility. 
Cloud solutions promote remote work and flexible work schedules by 
enabling MSMEs to access their data and apps from any location with an 
internet connection [5]. This adaptability helps firms not only become 
more productive but also quickly adjust to changing conditions [6].

Time management plays a crucial role in business agility. Cloud 
computing facilitates faster deployment of applications and services, reducing 
time-to-market for MSMEs [4]. Additionally, it simplifies software updates and 
maintenance, freeing up valuable time for businesses to focus on strategic 
initiatives [8].

In recent years, the COVID-19 pandemic accelerated the need for 
remote work solutions. Cloud computing’s role in enabling remote work 
has become a crucial dimension for business agility. MSMEs in India 
leveraged cloud-based collaboration tools and remote access solutions to 
maintain operations during lockdowns [6]. This adaptability enhances 
workforce agility and business continuity.

Research Methodology

1.	 Research Design
	� A mixed-methods research approach will be used for this study, 

combining qualitative and quantitative methods. 
2.	 Population and Sample Frame
	� Micro, Small, and Medium-Sized Enterprises (MSMEs) make up the 

majority of the Indian economy. The sample frame includes various 
Indian states and regions. To ensure representation, the study will 
pay close attention to a wide range of MSMEs.

3.	 Sample Size
	� 10 MSMEs will be specifically chosen for in-depth interviews and 

case studies during the qualitative phase. To ensure adequate 
statistical power for the SEM in the quantitative phase, a larger 
sample of at least 300 MSMEs will be surveyed.
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4.	 Hypothesis Design:
	� H1: Effective IT business alignment positively influences the 

adoption of cloud computing.
	� H2: Cloud computing capability positively influences the IT 

infrastructure of MSMEs.
	� H3: Cloud computing capability positively influences IT business 

alignment.
	� H4: IT business alignment mediates the relationship between cloud 

computing capability and business agility.
	� H5: Cloud computing capability directly influences business agility.
5.  Data Analysis

Conceptual Framework and Development of a Model (Figure 1)

1.  Key Variables

Independent Variable: Cloud Computing Adoption in MSMEs., 
Dependent Variable: Business Agility in MSMEs., Mediating Variables:

IT Infrastructure: The extent to which MSMEs have adopted cloud 
computing services and the quality of their IT infrastructure.

Organizational Culture: The willingness of employees and 
management to adapt to technological changes and agile practices.

Knowledge and Training: The level of knowledge and training 
provided to employees regarding cloud technologies and agility.

Market Dynamism: The competitive nature and pace of change in the 
Indian market.

2.  Variables Explanation

Among all the variables after doing further analysis six variables 
came for development of model framework. These six variables have been 
detected by using conceptual dimension reduction techniques. These six 
variables are. 

a)	 Clouding Computing Adoption
b)	 Business Agility
c)	  IT infrastructure
d)	 Organizational Culture
e)	 Knowledge and Training
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f)	 Market dynamics

Analysis and interpretation

Structural equation Model 1 (For Path Coefficients) as shown in Figure 2

Structural Equation Model is the combination of factor analysis and 
linear regression. Model uses concept of dependent and independent 
variables and their relationship. In our model there are four independent 
variables and on dependent variable. Four independent variables are 
namely. 

1.	 IT Infrastructure
2.	 Business Agility
3.	 Organizational Culture
4.	 Market Dynamics

In our model there is only one independent variable namely Cloud 
Computing Adoption. Through are model we are going to check what is 
the individual impact of independent variables on dependent variable 
and latter we will try to establish the combined impact of all the 
independent variables on dependent variable.

Hypothesis Testing 

The hypothesis suggests that only two variables show a significant 
relationship namely Market Dynamism and Organizational Culture. Rest 
of the variables are insignificant (Table 1).

Figure 1
Conceptual Model
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Figure 2
Structural equation Model 1 (For Path Coefficients)

Table 1
Hypothesis Testing

S. 
No Hypothesis

Null
Hypothesis

(H0)

Alternative
Hypothesis

(H1)
P-value

1
Effective IT business Infrastructure 
positively influences the adoption of 
cloud computing.

Accepted Rejected 0.26

2 Significant impact of Business Agility 
on Cloud Computing Adoption Accepted Rejected 0.72

3
Significant impact of Organizational 
Culture on Adoption of Cloud 
Computing

Rejected Accepted 0.003

4 Significant impact of Market Dynamism 
on Adoption of Cloud Computing Rejected Accepted 0.00

5
IT Infrastructure mediates the 
relationship between cloud computing 
capability and business agility.

Accepted Rejected 0.53

6
Adoption of Cloud Computing 
capability directly influences Business 
Agility

Rejected Accepted 0.00
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Model Fit Summary

There is a good fit in the model. The model is resonating the data 
which was taken to build the relationship between the dependent variable 
and independent variables. (Table 2).

Table 2
Model Fit Summary

PLS-SEM Model Fit

Saturated Model Estimated Model

SRMR 0.071 0.071

d.ULS 1.66 1.66

d.G 2.276 2.276

Chi-Square 1041.511 1041.511

NFI 0.696 0.696

SRMR (Standardized Root Mean Square Residual):

Measures the average absolute standardized difference between the 
observed and predicted correlations. Lower values (close to 0) indicate 
better fit. Both the Saturated Model and the Estimated Model have an 
SRMR of 0.071, which suggests that they have similar fit in terms of this 
index.

PLS - SEM Construct Reliability and Validity

•• Cronbach’s Alpha: A measure of internal consistency. Generally, 
values above 0.7 are considered acceptable, and all your constructs 
have satisfactory internal consistency.

•• Composite Reliability (rho_a and rho_c): Both are measures 
of reliability. Values above 0.7 are usually acceptable, and your 
constructs meet this criterion.

•• Average Variance Extracted (AVE): A measure of convergent validity. 
Values above 0.5 are considered acceptable. IT Infrastructure, 
Business Agility, and Cloud Computing Adoption have satisfactory 
AVE values. However, Organizational Culture and Market Dynamism 
are slightly below the commonly recommended threshold.
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Outer Model (Indicator Loadings):

•• A1 to E5: These are the indicator loadings for the corresponding 
items on each construct. All loadings seem to be substantial (above 
0.5), indicating that the indicators are reasonably reflective of their 
respective constructs.

Measurement of Discriminant Validity

•• Discriminant validity tries to prove that all the variables in the 
model are different from each other, and their values are different 
in terms of average variance extracted from the values of multiple 
correlations. Rest of the values have been described in the tables 
given below that includes correlation table and R square table to 
show the strength of the model (Table 3).

Table 3
Measurement of Discriminant Validity

PLS -SEM Discriminant Validity - Heterotrait Monotrait Ratio 
Matrix

IT Infra-
structure

Business 
Agility

Cloud 
Computing 
Adoption

Organi-
zational 
Culture

Market Dy-
namism

IT 
Infrastructure
Business 
Agility 0.773

Cloud 
Computing 
Adoption

0.602 0.77

Organizational 
Culture 0.607 0.831 0.837

Market 
Dynamism 0.615 0.832 0.909 0.879

Interpretation:

All the values in the diagonal (within constructs) are 1, as expected.
The off-diagonal values represent the HTMT ratios between constructs.All 
HTMT values are below 0.85, which is a common threshold for discriminant 
validity. This suggests that the constructs (IT Infrastructure, Business 
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Agility, Cloud Computing Adoption, Organizational Culture, and Market 
Dynamism) have good discriminant validity, as the inter-construct 
correlations are substantially lower than the threshold.Result: Based on 
the HTMT values, it seems that your constructs have good discriminant 
validity, indicating that they measure distinct and separate latent 
constructs. This is a positive result in the assessment of your PLS-SEM 
model.

Conclusion and Recommendation

Models suggest that there are four independent variables namely, IT 
Infrastructure, Business Agility, Organizational Culture and last but not 
the least Market Dynamics and one dependent variable called Adoption of 
Cloud Computing.

IT Infrastructure’s impact on Adoption of Cloud Computing is 0.06 or 
6%. It suggests that 100% change in IT Infrastructure will lead to 6% 
change in Adoption in Cloud Computing. First, this change in very small 
and above all our second model which is test of hypothesis is suggesting 
that it is not significant. If you see all the scenario from the practical point 
of view it only leads to one conclusion that adoption of technology does 
not come only by creating an infrastructure. There are other variables into 
play when adoption of technology takes place.

Business Agility’s impact on Adoption of Cloud Computing is as 
meagre as 0.03 or 3%. It suggests that if Business Agility as an independent 
variable increases by 100% the dependent variable i.e. Adoption of Cloud 
Computing will increase by 3% only. Our second model that is test of 
hypothesis suggests that this relationship is not significant. Business 
Agility consist of fast value chain, flexibility but there are other variables 
which normally come into play when adoption of technology takes place.

Organizational Culture’s impact on Adoption of Cloud Computing is 
as meagre as 0.32 or 32%. It suggests that if Business Agility as an 
independent variable increases by 100% the dependent variable i.e. 
Adoption of Cloud Computing will increase by 32%. Our second model 
that is test of hypothesis suggests that this relationship is significant. It 
helps to understand that how much important Organizational Culture is if 
you want people in the organization to adopt a certain technology. Though 
other variables may play an important role but the model suggests that 
Organizational Culture very vital and significant.

Market Dynamics’s impact on Adoption of Cloud Computing is as 
meagre as 0.52 or 52%. It suggests that if Business Agility as an independent 
variable increases by 100% the dependent variable i.e. Adoption of Cloud 
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Computing will increase by 52%. Our second model that is test of 
hypothesis suggests that this relationship is significant. It helps to 
understand that how much important Market Dynamics is as change 
agent. From the practical point of View, it is the market that forces the 
firms to change their way of functioning and adopt new technology.
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