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Abstract 
Electronic commerce (e-commerce) emerged in India as an important application of information 

and communication technology during the period preceding 2012. Its development was closely 

connected with economic liberalisation, the expansion of telecommunications and internet 

access, the growth of banking and payment infrastructure, and the increasing willingness of 

consumers and businesses to conduct transactions electronically. The Information Technology 

Act, 2000 provided legal recognition to electronic records and electronically formed contracts 

and thereby created an important legal foundation for electronic commerce. By 2011, Indian e-

commerce had expanded beyond early online services into online travel, ticketing, banking, 

classifieds, digital services and a growing product-retailing segment. 

 

This research paper examines the evolution of e-commerce in India prior to 2012, with particular 

attention to its historical emergence, technological foundations, business models, market growth, 

consumer adoption, online payments, logistics, legal environment, taxation and foreign 

investment issues, opportunities and constraints. The study also examines the role of early Indian 

internet businesses and the transition from the first wave of internet enterprises to a new 

generation of e-commerce ventures. Contemporary evidence available before 2012 indicates that 

online travel was the dominant component of India's e-commerce market at that time, while 

product e-retailing was still comparatively small but growing rapidly. An IAMAI estimate 

reported in 2011 placed India's net commerce market at approximately Rs. 46,520 crore for 

2011, up from Rs. 19,688 crore in 2009 and approximately Rs. 31,598 crore in 2010; online 

travel accounted for the overwhelming majority of the reported market.  

 

The paper argues that pre-2012 Indian e-commerce should be understood as a foundation-

building phase rather than as the mature digital-commerce market seen in later years. The sector 

had considerable potential because of a large consumer base, expanding internet usage, growing 

digital literacy and improvements in payment systems. Nevertheless, adoption was constrained 

by limited internet penetration, uneven infrastructure, consumer distrust, payment-security 

concerns, delivery difficulties, inadequate legal clarity and the relatively high cost of reaching 

customers outside major urban centres. Contemporary research identified trust, privacy, payment 

security, infrastructure and legal uncertainty as major barriers.  
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1. Introduction 
E-commerce refers to the conduct of commercial activities through electronic networks, 

particularly the internet. It includes the electronic sale and purchase of goods and services, online 

payments, electronic contracting, digital marketing, online customer service, electronic supply-

chain coordination and related business processes. Although electronic commerce existed in 

forms such as electronic data interchange before the public internet became widespread, the 

internet transformed it by making electronic commercial interaction accessible to businesses and 

consumers on a much larger scale. 

In India, the emergence of e-commerce must be viewed within the broader transformation of the 

Indian economy after 1991. Economic liberalisation increased competition, encouraged private 

investment, promoted international integration and accelerated the development of information 

technology. India's software and IT-enabled-services industries helped create technical 

capabilities and entrepreneurial experience that later supported internet businesses. 

The period before 2012 was particularly important because many of the institutions necessary for 

e-commerce were being established. Internet connectivity expanded, banks introduced internet 

banking, payment gateways emerged, online travel booking gained mass-market acceptance, and 

businesses began experimenting with online retail. At the same time, regulators had to address 

the legal status of electronic records, electronic signatures, cyber offences, taxation, consumer 

protection and cross-border electronic transactions. 

The Information Technology Act, 2000 was a foundational legal development. Its long title 

expressly refers to legal recognition of transactions carried out through electronic data 

interchange and other means of electronic communication commonly referred to as electronic 

commerce. The Act recognised electronic records and electronic signatures and addressed 

electronic contracting and related legal issues.  

By 2011, e-commerce had developed into a recognisable commercial sector. Contemporary 

industry estimates reported substantial growth. An IAMAI study reported that India's internet 

commerce market increased from Rs. 19,688 crore in 2009 to an estimated Rs. 31,598 crore in 

2010 and projected approximately Rs. 46,520 crore for 2011, representing growth of about 47 

percent. Importantly, online travel dominated this figure, illustrating that the early Indian e-

commerce market was not synonymous with online shopping.  

2. Statement of the Problem 
Despite the visible expansion of e-commerce before 2012, adoption remained uneven. Major 

metropolitan consumers with access to computers, broadband, credit cards and established 

banking relationships were better positioned to participate than consumers in smaller cities and 

rural areas. Businesses also faced the difficulty of integrating online systems with inventory, 

warehousing, delivery, customer service and payment processes. 
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The central research problem is therefore not simply whether e-commerce grew, but how and 

why it developed in India before 2012, what factors supported that development, and what 

barriers prevented the sector from reaching its potential. 

3. Research Questions 
How did e-commerce emerge and develop in India prior to 2012? 

What technological, economic and institutional factors contributed to its growth? 

Which forms of e-commerce were most important in the pre-2012 Indian market? 

What role did online travel, banking, ticketing and product retailing play? 

What were the major barriers to consumer adoption? 

How important were trust, payment security and privacy concerns? 

How did the Information Technology Act, 2000 and its 2008 amendment affect e-commerce? 

What role did logistics and delivery infrastructure play in online retail? 

What were the major opportunities and challenges facing Indian e-commerce before 2012? 

To what extent did the pre-2012 period create the foundations for subsequent e-commerce 

development? 

4. Objectives of the Study 
To trace the historical evolution of e-commerce in India up to 2011. 

To examine the technological and economic foundations of e-commerce. 

To analyse the major business models operating in India before 2012. 

To evaluate the growth of online travel, online retail, banking, ticketing and classifieds. 

To examine consumer attitudes toward online transactions. 

To analyse trust, security, privacy and payment-related barriers. 

To examine the legal and regulatory environment applicable to electronic commerce. 

To assess the role of infrastructure, logistics and internet connectivity. 

To identify the opportunities available to Indian e-commerce businesses before 2012. 

To identify the principal structural limitations of the pre-2012 e-commerce ecosystem. 

5. Hypotheses 
H1: Expansion of internet and ICT infrastructure was positively associated with the development 

of e-commerce in India before 2012. 

H2: Growth in online travel and electronic ticketing was a major driver of Indian e-commerce 

during the pre-2012 period. 

H3: Consumer trust and perceived transaction security were significant barriers to wider online-

shopping adoption. 

H4: Payment and logistics infrastructure constrained the growth of product-based e-commerce 

more strongly than the growth of information-based online services. 

H5: The Information Technology Act, 2000 provided an essential legal foundation for electronic 

commerce, but important regulatory gaps remained before 2012. 
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6. Research Methodology 

6.1 Research Design 
The study uses a historical, descriptive and analytical research design. It reconstructs the 

development of Indian e-commerce using sources that were available no later than 31 December 

2012. The purpose is to examine the sector as it existed at the time rather than reinterpret the 

period using later market developments. 

6.2 Data Sources 
Indian legislation and official legal sources. 

Government policy and regulatory documents available up to 2012. 

Contemporary reports of IAMAI and other industry bodies. 

Academic journal articles published on or before 2012. 

Contemporary newspaper and business reports used for historical market evidence. 

Research on consumer trust, e-retailing, e-commerce law and adoption. 

6.3 Reference Cut-off 
A strict publication cut-off has been applied. No book, journal article, report, newspaper article 

or other substantive reference published after 2012 has been used as a source in this paper. Later 

webpages are not used as evidence for post-2012 developments. Where an older law or 

document is currently hosted on a government website, the legal document's original date is 

treated as its relevant date. 

6.4 Analytical Approach 
The analysis combines chronology, institutional analysis, business-model analysis and thematic 

examination of barriers. Because historical market estimates differ according to definitions of 'e-

commerce' and 'net commerce', figures are presented with their original scope rather than treated 

as directly comparable to modern e-commerce estimates. 

7. Review of Literature 

7.1 Vaithianathan (2010) 
Vaithianathan's review of Indian e-commerce literature observed that firms in developing 

countries, including India, had not fully realised the potential of e-commerce despite its 

recognised economic importance. The study reviewed the status of e-commerce adoption and 

identified opportunities for further research. This is significant because it places India in the 

context of a broader developing-country adoption problem rather than assuming that 

technological availability automatically produces commercial adoption.  

7.2 Sumanjeet (2010) 
Sumanjeet examined the Indian Information Technology Act and the 2008 amendment from an 

e-commerce perspective. The study argued that although the legislation addressed important 

electronic-commerce issues, gaps remained in the legal framework. The research emphasised 

that secure and reliable electronic commerce requires a sound legal environment and identified 

areas where existing law did not fully resolve emerging e-commerce problems.  
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7.3 Mahey (2009) 
Mahey examined consumer apprehensions relating to e-commerce in India. The study identified 

concerns involving payment, trustworthiness of websites, privacy and registration procedures. 

Such concerns are important because consumer adoption depends not only on internet access but 

also on confidence that online transactions are safe and reliable.  

7.4 Ganguly and Dash (2009) 
Research by Ganguly and Dash examined website characteristics, online trust and purchase 

intention in the Indian context. The study treated trust as an important mediating factor between 

website characteristics and consumers' purchase intentions, reinforcing the proposition that 

consumer trust was a central component of early Indian online commerce.  

7.5 Pandey (2009) 
Pandey's work on e-retailing identified payment and security as critical issues in Indian online 

retailing. The study also highlighted delivery arrangements and supply-chain effectiveness as 

essential to successful e-retailing. This is particularly relevant because physical delivery 

distinguishes product e-commerce from purely digital or booking-based services.  

8. Research Gap 
The literature before 2012 contains valuable studies on consumer trust, legal issues, e-retailing 

and adoption. However, there is a need for an integrated historical account that connects these 

themes with the structure of the Indian market at the time. In particular, online travel, ticketing 

and banking were much more developed than product e-retailing, yet discussions of 'e-

commerce' often treated the sector as a single homogeneous market. 

This study addresses that gap by distinguishing between service-led and product-led e-commerce 

and by examining how infrastructure, payment systems, consumer trust, law and logistics 

interacted to shape the pre-2012 market. 

9. Conceptual Framework 

9.1 Technology as the Enabling Layer 
E-commerce requires connectivity, websites, servers, payment systems and software. Without 

basic ICT infrastructure, electronic transactions cannot occur at scale. Internet availability 

therefore constituted the first layer of the e-commerce ecosystem. 

9.2 Trust as the Adoption Layer 
Consumers must believe that websites are authentic, payments will be processed correctly, 

personal information will be protected and purchased goods or services will be delivered. Trust 

reduces perceived risk and increases willingness to transact. 

9.3 Payment as the Transaction Layer 
Payment systems convert an online intention into a completed commercial transaction. Credit 

cards, debit cards, internet banking and payment gateways became increasingly important before 

2012. However, concerns about fraud and security limited adoption among some consumers. 
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9.4 Logistics as the Physical-Fulfilment Layer 
For physical products, the transaction does not end with payment. Inventory management, 

warehousing, packaging, transportation, last-mile delivery, returns and customer support 

determine whether the online promise can be fulfilled. 

9.5 Legal and Institutional Layer 
Electronic commerce requires legal recognition of electronic records and contracts, rules 

concerning electronic signatures, cyber offences, taxation, consumer rights and mechanisms for 

resolving disputes. The Information Technology Act provided a foundational legal framework, 

but contemporary scholarship identified areas of incompleteness.  

10. Historical Evolution of E-Commerce in India 

10.1 Pre-Internet Foundations 
Electronic commerce did not suddenly appear with online shopping websites. Businesses had 

already used electronic communication, electronic data interchange, electronic banking and 

computerised business systems. These activities created organisational familiarity with electronic 

transactions and prepared the environment for internet commerce. 

10.2 Liberalisation and the IT Sector 
The post-1991 economic environment encouraged private-sector investment and global 

integration. India's software industry developed significant technical capabilities and created a 

generation of entrepreneurs familiar with internet technologies. This broader IT ecosystem 

supported the emergence of e-business ventures. 

10.3 The Internet Boom 
The late 1990s saw the emergence of Indian internet portals, online information services, 

electronic ticketing and early online marketplaces. The first wave faced the same problems 

experienced internationally during the dot-com period: high customer-acquisition costs, limited 

internet penetration, weak payment infrastructure and uncertain profitability. 

10.4 Consolidation and Second-Wave Growth 
During the 2000s, e-commerce gradually moved from experimentation toward commercially 

viable models. Online travel became especially important because consumers had a clear reason 

to transact electronically: availability could be checked instantly, tickets could be issued 

electronically and the service did not require physical delivery. Product retailing, by contrast, 

required inventory, logistics and returns, making it more operationally demanding. 

11. Legal Foundation: Information Technology Act, 2000 
The Information Technology Act, 2000 was a fundamental legal milestone. India Code records 

that the Act was enacted on 9 June 2000 and came into force on 17 October 2000. Its stated 

purpose included providing legal recognition for transactions carried out by electronic data 

interchange and other electronic communication methods commonly referred to as electronic 

commerce. 
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11.1 Legal Recognition of Electronic Records 
Legal recognition of electronic records was essential because commercial transactions 

traditionally relied upon paper documents. E-commerce required electronic invoices, records, 

communications and contractual documents to have legal validity. 

11.2 Electronic Signatures and Authentication 
Authentication is fundamental to electronic transactions. The Act created a framework for 

electronic and digital signatures and certification authorities, thereby addressing the question of 

how parties could authenticate electronic documents.  

11.3 Electronic Contracts 
Electronic contracting required recognition that contracts could be formed through electronic 

means. Section 10A of the Act specifically addressed validity of contracts formed through 

electronic means.  

11.4 Cybersecurity and Offences 
The Act also created provisions concerning penalties, adjudication and cyber offences. These 

provisions were important because consumer and business confidence in electronic commerce 

depends on protection against misuse of electronic systems. 

11.5 The 2008 Amendment 
The Information Technology (Amendment) Act, 2008 expanded the legal framework in response 

to technological developments and new forms of cyber risk. Contemporary analysis nevertheless 

identified areas in which the legal framework remained incomplete for the needs of a rapidly 

developing e-commerce environment.  

12. Major Business Models Before 2012 

12.1 Business-to-Consumer (B2C) 
B2C e-commerce involves businesses selling directly to consumers through websites. In India 

before 2012, this included online travel, books, electronics, apparel, flowers, gifts and other 

consumer products. 

12.2 Business-to-Business (B2B) 
B2B electronic commerce involved transactions between businesses, including procurement, 

wholesale marketplaces and electronic supply-chain interactions. Although less visible to 

ordinary consumers, B2B activity was important because businesses could achieve efficiency 

through electronic ordering and information exchange. 

12.3 Consumer-to-Consumer (C2C) 
C2C models allowed individuals to sell goods or services to other individuals through online 

classified or auction platforms. Their growth demonstrated that the internet could reduce search 

costs and connect geographically separated buyers and sellers. 

12.4 Online Services 
Services such as travel booking, ticketing, banking, insurance-related services and digital 

information were especially suited to e-commerce because delivery could occur electronically or 
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because the online transaction generated a physical service without requiring the delivery of a 

physical product. 

13. Online Travel as the Major Driver 
Online travel was one of the defining features of Indian e-commerce before 2012. Contemporary 

IAMAI estimates reported that online travel accounted for approximately 76 percent of India's 

net commerce market in the 2011 estimate. Another contemporary report described online travel 

as accounting for roughly 80 percent of e-commerce in 2011, depending on the market definition 

used.  

The dominance of travel can be explained economically. Travel products are information-

intensive, time-sensitive and naturally compatible with electronic booking. Consumers can 

compare schedules and prices online, make payment and receive confirmation without requiring 

a physical product to be shipped. 

Rail, air and bus ticketing, hotel reservations and travel packages therefore helped familiarise 

Indian consumers with online transactions. The success of online travel also created important 

lessons about payment gateways, customer authentication, electronic confirmation and digital 

customer service. 

14. Growth of Online Retail 
Product-based online retail was still comparatively small before 2012 but showed strong growth 

potential. Contemporary reporting based on IAMAI estimates indicated that e-tailing constituted 

only about 6 percent of the overall net-commerce market in 2011, while online classifieds 

represented about 5 percent. The distinction is important because it shows that India's e-

commerce market at the time was dominated by services rather than physical-product retail.  

The e-retailing sector included electronics, cameras, mobile phones, hard disks, home appliances, 

apparel, jewellery, toys, flowers and other consumer products. The challenge was that online 

retailers had to solve problems that travel websites did not face: inventory, warehousing, 

packaging, shipping, returns and product inspection. 

Pandey identified payment, security and delivery arrangements as critical issues in Indian e-

retailing, demonstrating that the physical supply chain was an important constraint on online 

retail expansion.  

15. Online Banking and Digital Payments 
The development of internet banking contributed to e-commerce by making electronic payment 

more familiar to consumers. Banks increasingly provided online account access, fund transfers 

and bill-payment services. This created behavioural familiarity with electronic financial 

transactions. 

Payment gateways became an essential intermediary between customers, merchants and financial 

institutions. However, card ownership, consumer confidence, fraud concerns and authentication 

practices influenced the willingness to pay online. Contemporary research repeatedly identified 

payment security as a major issue. 
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The growth of electronic payments also produced an important network effect: as more 

merchants accepted online payments, consumers had greater reasons to use electronic payment 

methods, while greater consumer usage increased the incentive for merchants to adopt them. 

16. Consumer Behaviour and Trust 

16.1 Trust Deficit 
Trust was one of the most important barriers to online shopping. Consumers were accustomed to 

physical retail, where they could inspect products, speak with sellers and make payment after 

receiving goods. Online transactions reversed much of this relationship: consumers often had to 

provide personal and financial information before receiving the product. 

16.2 Perceived Risk 
Perceived risk included fear of financial loss, non-delivery, poor product quality, misuse of 

personal data and inability to obtain refunds. Even where actual risk was low, perception could 

prevent adoption. 

16.3 Website Quality 
Website design, clarity of product information, contact details, payment security indicators and 

ease of navigation influenced consumer confidence. Research in the Indian context found that 

website characteristics could influence trust and purchase intention.  

16.4 Privacy 
Consumers also worried about the collection and use of personal information. Privacy concerns 

were particularly significant in a market where consumers were still learning how online 

commercial systems worked. Mahey identified privacy and payment issues among consumer 

apprehensions in India.  

17. Infrastructure Constraints 

17.1 Internet Penetration 
The size of the potential online market was constrained by the number of people with reliable 

internet access. Compared with the total Indian population, the internet-user base remained 

relatively small before 2012 and was concentrated in urban areas. 

17.2 Broadband Quality 
Slow or unreliable connections reduced the quality of online shopping and increased the 

difficulty of browsing product catalogues, completing payments and using multimedia content. 

17.3 Digital Divide 
The urban-rural divide affected e-commerce participation. Differences in connectivity, income, 

digital literacy, banking access and logistics meant that e-commerce adoption was not evenly 

distributed across India. 

17.4 ICT Infrastructure and Satisfaction 
Contemporary research on Indian e-commerce identified internet availability, access speed, 

security concerns and transaction processes as important concerns. These factors demonstrate 

that infrastructure and trust were interconnected rather than independent barriers.  
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18. Logistics and Supply Chain 
Logistics represented a fundamental difference between digital services and physical-product e-

commerce. An online retailer could accept an order electronically, but the product still had to be 

stored, picked, packed, transported and delivered. 

Before 2012, India's logistics infrastructure was fragmented. Addressing systems, road 

connectivity, warehousing, courier networks, returns management and last-mile delivery all 

affected online retail. These challenges were especially significant outside major cities. 

Consequently, an e-commerce company's competitive advantage depended not merely on its 

website but on its ability to integrate technology with physical operations. This explains why 

early e-retailing businesses often experimented with inventory models, partnerships and different 

delivery arrangements. 

19. Business and Economic Benefits of E-Commerce 
Reduction in geographical barriers between buyers and sellers. 

Lower search costs for consumers. 

Ability to operate beyond traditional store hours. 

Potentially wider product variety. 

Improved price comparison and information availability. 

Lower transaction and communication costs for some businesses. 

Access to national markets for specialised or niche products. 

Improved efficiency in ticketing and travel reservations. 

Electronic records and faster transaction processing. 

Potential opportunities for small and medium enterprises to reach customers outside their local 

markets. 

20. Major Challenges Before 2012 
Challenge Nature of the Problem Effect on E-Commerce 

Limited internet access Small and uneven online 

population 

Restricted market size 

Slow connectivity Poor browsing and transaction 

experience 

Reduced consumer convenience 

Payment security Fear of fraud and financial loss Lower willingness to transact 

Consumer trust Uncertainty about seller/product Lower conversion 

Privacy Concern about personal 

information 

Reduced confidence 

Logistics Delivery and return difficulties Higher operating cost 

Legal uncertainty Gaps in e-commerce-specific 

regulation 

Higher business risk 

Taxation Complexity of applying 

traditional tax rules to electronic 

trade 

Compliance uncertainty 

Digital literacy Limited familiarity with online 

processes 

Lower adoption 

Cash preference Strong preference for 

physical/cash transactions 

Barrier to fully electronic 

commerce 
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21. Taxation and Regulatory Issues 
E-commerce challenged traditional tax administration because transactions could involve buyers, 

sellers, payment intermediaries and servers located in different jurisdictions. Indian businesses 

therefore had to consider income-tax, sales-tax/VAT, service-tax, customs and other indirect-tax 

implications depending on the nature and location of the transaction. 

Before the introduction of a nationwide GST, indirect taxation was fragmented across central and 

state taxes. This created particular complexity for businesses operating across multiple states. 

The tax treatment of electronically supplied services and cross-border transactions also raised 

questions regarding jurisdiction and classification. 

The pre-2012 environment therefore contained a regulatory paradox: electronic commerce 

reduced transaction costs technologically while sometimes increasing legal and tax complexity 

administratively. 

22. Foreign Investment and E-Commerce 
Foreign investment was important to the development of Indian internet businesses because 

technology companies often required substantial capital before achieving scale. At the same 

time, retail-sector foreign investment policy influenced how foreign capital could participate in 

online commerce. 

The policy environment was therefore an important determinant of business-model choices. 

Companies had to consider whether they were operating as technology platforms, marketplaces, 

service providers or retailers and how those structures interacted with prevailing investment and 

retail policies. 

Because the study ends before 2012, later changes to India's e-commerce FDI framework are 

outside the scope of this paper. 

23. E-Commerce and Small and Medium Enterprises 
E-commerce had the potential to reduce geographic barriers for SMEs. A small producer could 

potentially reach customers outside its city without establishing physical stores in every market. 

Digital catalogues could lower information and marketing costs and enable niche businesses to 

find specialised demand. 

However, SMEs also faced barriers: limited ICT skills, insufficient capital, lack of digital 

payment capabilities, uncertainty about online demand and difficulties integrating electronic 

orders with inventory and logistics. Research on developing-country SME adoption has 

emphasised the importance of both internal and external barriers to e-commerce adoption.  

24. E-Commerce and Employment 
The development of e-commerce generated demand for software development, web design, 

digital marketing, customer support, payment services, warehousing and logistics. It therefore 

created employment opportunities both within e-commerce firms and in supporting industries. 

At the same time, e-commerce altered traditional retail structures. The long-term effect depended 

upon whether online and physical retail competed directly or developed into complementary 
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channels. Before 2012, the Indian market was still sufficiently immature that the principal effect 

was often market creation rather than complete displacement of physical retail. 

25. E-Commerce and Consumer Welfare 
Consumers could benefit from greater choice, price comparison, convenience and access to 

products that were unavailable locally. Online travel particularly reduced the time and effort 

involved in comparing schedules and purchasing tickets. 

However, consumer welfare depended upon accurate information, transparent pricing, reliable 

delivery and effective mechanisms for refunds and dispute resolution. The absence of trust could 

offset the theoretical benefits of online markets. 

Thus, e-commerce created both opportunities and new forms of consumer vulnerability. The 

challenge for regulation was to preserve innovation while ensuring minimum standards of 

security, transparency and accountability. 

26. SWOT Analysis of Indian E-Commerce Before 2012 
SWOT Element Analysis 

Strengths Large potential consumer market; expanding IT 

capabilities; growing internet use; established 

banking sector; entrepreneurial ecosystem; strong 

online travel adoption. 

Weaknesses Low internet penetration relative to population; 

trust deficit; payment concerns; uneven 

infrastructure; fragmented logistics; limited digital 

literacy. 

Opportunities Expansion into smaller cities; product e-retailing; 

SME participation; online services; electronic 

payments; improved supply-chain systems. 

Threats Cyber fraud; privacy breaches; regulatory 

uncertainty; infrastructure limitations; high 

customer-acquisition costs; failure of weak 

business models. 

27. Chronology of Major Developments 
Period Development Importance 

1990s Early Indian internet portals and 

electronic services 

Introduced commercial use of 

the public internet 

1991 onward Economic liberalisation and IT-

sector expansion 

Created a favourable 

entrepreneurial and 

technological environment 

2000 Information Technology Act 

enacted 

Legal recognition of electronic 

records and e-commerce 

transactions 

Early 2000s Growth of online travel and 

ticketing 

Created mass familiarity with 

online transactions 

Mid-2000s Internet banking and payment 

gateways expanded 

Strengthened electronic payment 

ecosystem 

2008 IT Act amendment Updated cyber-law framework 

2009 Contemporary studies highlight Identified barriers to wider 
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trust, security and e-retailing 

challenges 

adoption 

2010 Research increasingly examines 

legal and adoption issues 

E-commerce becomes 

established research field 

2011 Net commerce estimated at 

about Rs. 46,520 crore 

Demonstrated rapid growth, led 

by online travel 

28. Analysis of the Hypotheses 
Hypothesis Assessment Analytical Basis 

H1 Supported Internet, ICT and payment 

infrastructure were necessary 

foundations for e-commerce, 

while infrastructure limitations 

constrained adoption. 

H2 Supported Contemporary 2011 market 

estimates show online travel 

dominated Indian net commerce. 

H3 Supported Pre-2012 studies repeatedly 

identified trust, payment 

security and privacy as 

important barriers. 

H4 Supported in substantial part Product retail faced physical 

delivery and supply-chain 

challenges in addition to 

payment and trust issues. 

H5 Supported with qualification The IT Act provided essential 

legal recognition but 

contemporary research 

identified unresolved legal 

issues. 

29. Major Findings 

29.1 E-Commerce Was Service-Led 
The most important finding is that pre-2012 Indian e-commerce was dominated by services, 

especially travel. This challenges the modern tendency to equate e-commerce primarily with 

online product shopping. 

29.2 Technology Was Necessary but Not Sufficient 
Internet access enabled e-commerce, but access alone did not create adoption. Consumers also 

required trust, secure payment mechanisms, reliable delivery and confidence in merchants. 

29.3 Trust Was a Central Economic Variable 
Trust influenced whether consumers were willing to move from browsing to purchasing. It 

therefore operated as an economic variable affecting transaction volume, not merely as a 

psychological preference. 
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29.4 Logistics Determined Product-Retail Scalability 
Product e-commerce required integration between digital ordering and physical fulfilment. 

Delivery, returns and inventory therefore became strategic capabilities rather than back-office 

functions. 

29.5 Law Created a Foundation but Did Not Solve Every Problem 
The Information Technology Act provided essential recognition for electronic commerce, but 

contemporary legal scholarship found important gaps. Legal infrastructure therefore developed 

alongside, rather than ahead of, technological innovation.  

29.6 Pre-2012 Was a Foundation Phase 
The evidence suggests that the period before 2012 should be understood as a foundation-building 

phase. The ecosystem necessary for later expansion—internet users, payment gateways, online 

travel, consumer familiarity, IT capabilities and legal recognition—was being established, even 

though product e-commerce remained relatively immature. 

30. Discussion 
The development of Indian e-commerce before 2012 can be explained through an interaction of 

supply-side and demand-side factors. On the supply side, entrepreneurs needed technology, 

capital, payment processing, logistics and regulatory certainty. On the demand side, consumers 

needed internet access, purchasing power, trust and a reason to transact online. 

Online travel succeeded because it solved a clear information and convenience problem while 

avoiding many physical-fulfilment difficulties. Product retailing developed more slowly because 

the customer had to trust the seller without physically inspecting the product and because the 

seller had to complete a costly physical delivery process. 

This difference also explains why the early market structure cannot be judged solely by online 

retail sales. The broader e-commerce ecosystem included travel, banking, ticketing, classifieds 

and other services. Contemporary market estimates reflected this broader definition.  

The research also demonstrates that legal and technological development were mutually 

dependent. Electronic transactions require legal recognition, but legal rules are most effective 

when users have secure technology and institutions capable of enforcing them. The IT Act was 

therefore necessary but not sufficient for a mature e-commerce economy. 

Finally, the pre-2012 experience demonstrates the importance of complementary infrastructure. 

An online marketplace without payment systems cannot complete transactions; a payment 

system without consumer trust will not be widely used; and an online retailer without logistics 

cannot reliably deliver its promise. E-commerce is therefore best understood as an ecosystem 

rather than merely a website or sales channel. 

31. Policy Recommendations for the Pre-2012 Context 
Improve broadband availability and affordability across urban and non-urban areas. 

Strengthen consumer education regarding secure online transactions. 

Develop clear and predictable rules for electronic contracting and dispute resolution. 

Strengthen payment-security standards and authentication mechanisms. 
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Improve privacy and data-protection practices applicable to online businesses. 

Support development of efficient national logistics and last-mile delivery networks. 

Provide clearer taxation guidance for electronic and cross-border transactions. 

Encourage SME adoption through training and affordable digital infrastructure. 

Promote interoperability and reliability in electronic payment systems. 

Maintain a regulatory environment that encourages innovation while protecting consumers. 

32. Limitations of the Study 
The study deliberately excludes sources published after 2012, even where later sources provide 

useful retrospective information. 

Historical e-commerce estimates used different definitions and therefore should not be treated as 

perfectly comparable. 

The study is primarily qualitative and descriptive rather than econometric. 

Some contemporary company-level data from private firms were not publicly available. 

The paper focuses on India as a national market and does not provide detailed state-level 

comparisons. 

33. Conclusion 
E-commerce in India prior to 2012 was a developing but increasingly important component of 

the country's information economy. Its growth was supported by economic liberalisation, IT-

sector capabilities, expanding internet connectivity, banking innovation, online travel and 

electronic payment systems. The Information Technology Act, 2000 supplied a fundamental 

legal foundation by recognising electronic records, electronic signatures and electronically 

formed contracts and by establishing a framework for cyber-related regulation.  

The structure of the market, however, was different from the image of e-commerce that later 

became dominant. Online travel and other services represented the core of the market, while 

product e-retailing was still a comparatively small component. Contemporary IAMAI estimates 

placed the 2011 net-commerce market at approximately Rs. 46,520 crore and indicated that 

online travel accounted for the overwhelming majority of this activity.  

The major obstacles were equally clear. Consumers were concerned about trust, payment 

security and privacy; businesses faced limitations in connectivity, logistics and payment 

infrastructure; and policymakers faced the challenge of applying traditional legal and tax 

concepts to transactions occurring through electronic networks. Contemporary academic studies 

identified many of these same barriers, confirming that the constraints were structural rather than 

merely temporary inconveniences.  

The central conclusion is that the pre-2012 period laid the institutional and commercial 

foundations for India's later e-commerce expansion. It established consumer familiarity with 

online transactions, created payment and technology capabilities, encouraged entrepreneurial 

experimentation and demonstrated the commercial potential of internet-based services. At the 

same time, the period revealed that successful e-commerce requires an ecosystem combining 

technology, trust, law, finance, logistics and consumer protection. 
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Accordingly, the history of Indian e-commerce before 2012 should not be interpreted simply as a 

story of rapid internet growth. It was a process of institutional experimentation in which 

businesses, consumers, banks, technology providers and government gradually learned how 

electronic commerce could function within the Indian economic and legal environment. 
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Appendix A: Summary of Pre-2012 E-Commerce Ecosystem 
Component Pre-2012 Position Importance 

Internet Growing but uneven Basic access to e-commerce 

Online travel Highly developed relative to 

product retail 

Major market driver 

Online retail Emerging and rapidly evolving High future potential but 

operationally difficult 

Banking Increasing internet-banking 

adoption 

Supported digital payments 

Payment gateways Developing Enabled online transactions 

Consumer trust Still a major concern Affected adoption 

Logistics Fragmented and uneven Major constraint on product e-

commerce 
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Legal framework IT Act 2000 + 2008 amendment Provided electronic legal 

recognition 

SMEs Potentially large opportunity Adoption constrained by 

capability and infrastructure 

Regulation Developing and fragmented Created compliance uncertainty 
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