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ARTICLE INFO ABSTRACT 

 The Indian E-commerce industry has witnessed rapid expansion driven by 
increased internet penetration, digital payments, and changing consumer 
behavior. Despite robust growth in revenues and market outreach, many Indian 
E-commerce firms continue to report persistent operating losses, raising serious 
concerns regarding their long-term financial sustainability. Against this 
backdrop, the present study examines the financial sustainability of selected 
Indian E-commerce companies during the financial year 2017–18, with a specific 
focus on revenue growth, operating performance, and capital structure dynamics. 
The study adopts an analytical and empirical research design using secondary 
data collected from company annual reports, regulatory filings, and financial 
databases. Key financial indicators such as revenue growth rate, operating 
margins, EBITDA, debt–equity ratio, and cash burn patterns are analyzed using 
ratio analysis, trend analysis, and regression techniques. The findings reveal that 
although E-commerce firms experienced substantial revenue growth during the 
study period, operating losses remained significant due to high customer 
acquisition costs, logistics expenses, and discount-driven sales strategies. The 
analysis further indicates a strong dependence on external funding, with equity-
heavy capital structures playing a crucial role in sustaining operations. The study 
concludes that while growth-oriented strategies enabled market expansion, 
financial sustainability remained fragile during the study period. The paper offers 
valuable insights for policymakers, investors, and management by highlighting 
the need for a balanced approach between growth and profitability in India’s 
evolving digital economy. 
 
Keywords Financial Sustainability; Indian E-Commerce Industry; Revenue 
Growth; Operating Losses; Capital Structure; Cost Efficiency; Digital Platforms; 
Profitability Analysis; Financial Performance 

 
Introduction 

 
The Indian E-commerce industry has emerged as one of the most dynamic segments of the country’s digital 
economy, driven by rapid growth in internet penetration, smartphone usage, and supportive policy initiatives 
such as Digital India and cashless payment promotion. Over the past decade, online marketplaces have 
transformed traditional retail by offering wider product variety, competitive pricing, and enhanced 
convenience to consumers. As a result, several Indian e-commerce companies have reported exponential 
increases in gross merchandise value (GMV) and revenues, positioning India as one of the fastest-growing e-
commerce markets globally. 
Despite impressive growth indicators, the financial performance of Indian e-commerce companies presents a 
paradoxical picture. Most firms continue to operate at substantial losses even after achieving scale and market 
penetration. Aggressive discounting strategies, high logistics and warehousing costs, technology investments, 
and escalating customer acquisition expenses have significantly eroded operating margins. Consequently, 
profitability has remained elusive, raising critical concerns about the long-term financial sustainability of these 
enterprises, particularly during the early growth phase of the industry. 
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The issue of financial sustainability is of particular relevance in the Indian context, where e-commerce firms 
largely depend on external funding in the form of venture capital and private equity to sustain operations. 
Capital structures are predominantly equity-driven, with limited reliance on debt financing due to prolonged 
losses and uncertain cash flows. While such funding has enabled firms to prioritize market expansion over 
short-term profitability, it has also increased vulnerability to changes in investor sentiment and funding cycles. 
The financial year 2017–18 represents a crucial phase, marked by intense competition, consolidation, and 
heightened scrutiny of business models within the sector. 
From an academic perspective, existing literature on e-commerce in India has largely focused on market 
growth, consumer behavior, and technological adoption, with relatively limited empirical evidence on firm-
level financial sustainability. Studies examining profitability often overlook the interaction between revenue 
growth, operating losses, and capital structure. This gap necessitates a systematic financial analysis to assess 
whether growth-led strategies adopted by Indian e-commerce companies are sustainable in the long run. 
In this context, the present study aims to analytically examine the financial sustainability of selected Indian e-
commerce companies during the financial year 2017-18. By evaluating revenue growth patterns, operating 
performance, and capital structure characteristics using financial ratios and econometric tools, the study seeks 
to provide empirical insights into the viability of prevailing business models. The findings of the study are 
expected to contribute to the existing literature and offer practical implications for investors, policymakers, 
and corporate managers in shaping sustainable growth strategies within India’s evolving e-commerce 
ecosystem. 
 
Review of Literature 
The literature on e-commerce firms consistently highlights a structural tension between rapid growth and 
financial sustainability, particularly in platform-based digital businesses. Early theoretical studies argue that 
e-commerce firms prioritize market share and customer acquisition over short-term profitability, resulting in 
prolonged operating losses during the expansion phase (Amit & Zott, 2001; Porter, 2001). Empirical evidence 
from developed markets suggests that heavy investments in technology, logistics infrastructure, and marketing 
are essential for scale but significantly delay profitability (Brynjolfsson et al., 2013; Varian, 2014). Studies 
focusing on cost structures reveal that fulfillment costs, last-mile delivery, and aggressive discounting exert 
sustained pressure on operating margins, even as revenues grow rapidly (Chaffey, 2015; Damodaran, 2015). 
Capital structure research further indicates that high-growth digital firms rely predominantly on equity 
financing due to volatile cash flows and elevated business risk, aligning with Pecking Order Theory and venture 
capital–driven growth models (Myers, 1984; Gompers & Lerner, 2001). 
In the Indian context, existing research largely concentrates on market expansion, consumer adoption, and the 
role of digital payments, while firm-level financial sustainability remains underexplored (KPMG, 2016; 
McKinsey Global Institute, 2016). Available empirical studies indicate that Indian e-commerce firms exhibit 
strong revenue growth but persistently negative operating margins due to high customer acquisition costs, 
fragmented logistics networks, and price-sensitive demand conditions (Iansiti & Levien, 2004; RBI, 2017). 
Scholars also note that equity-heavy capital structures enable survival despite losses but increase long-term 
vulnerability to funding cycles and investor sentiment (Ghosh & Parab, 2018; Chakrabarti & De, 2020). 
Comparative studies across emerging markets suggest that revenue growth alone is an insufficient indicator of 
sustainability unless accompanied by cost rationalization and operational efficiency (Li & Li, 2019; OECD, 
2017). 
A critical synthesis of the literature reveals three major gaps: first, limited empirical integration of revenue 
growth, operating performance, and capital structure within a single analytical framework; second, inadequate 
focus on firm-level financial sustainability in Indian e-commerce studies; and third, insufficient examination 
of transitional phases marked by consolidation and investor scrutiny. The financial year 2017-18 represents a 
crucial inflection point characterized by intense competition and restructuring within the Indian e-commerce 
sector, yet remains largely unexplored empirically. Addressing these gaps, the present study contributes to 
existing literature by offering a data-driven assessment of financial sustainability through an integrated 
analysis of growth, profitability, and financing dynamics in Indian e-commerce companies. 
 
Research Methodology 
The present study adopts an analytical and empirical research design to examine the financial sustainability of 
selected Indian e-commerce companies during the financial year 2017–18. The methodology is structured to 
systematically analyze the relationship between revenue growth, operating performance, and capital structure, 
using quantitative financial indicators derived from secondary data sources. 
 
Research Design 
The study is analytical in nature, as it evaluates financial performance through the application of financial 
ratios, statistical measures, and econometric techniques. An empirical approach is employed to test the 
relationship between key financial variables influencing sustainability. The design enables objective 
assessment of firm-level financial health rather than relying on perceptual or survey-based measures. 
 
Nature and Sources of Data 
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The study is based entirely on secondary data collected from reliable and publicly available sources. Financial 
data have been obtained from audited annual reports of selected e-commerce companies, filings available on 
the Ministry of Corporate Affairs (MCA) portal, and recognized financial databases such as CMIE Prowess and 
Capitaline. Supplementary information has been sourced from company websites and industry reports to 
support contextual analysis. The use of audited financial statements ensures accuracy and reliability of the data. 
 
Sample Selection 
A purposive sampling technique has been adopted to select major Indian e-commerce companies that were 
operational during the study period and for which consistent financial data were available. The sample includes 
prominent e-commerce platforms operating in the Indian market, representing diverse business models within 
the sector. Companies were selected based on their market presence, scale of operations, and availability of 
complete financial information for the financial year 2017–18. This approach ensures relevance and 
comparability across firms. 
 
Period of Study 
The study focuses on the financial year 2017–18, a critical phase in the evolution of the Indian e-commerce 
industry. This period is characterized by intensified competition among major platforms, increasing market 
consolidation, and heightened scrutiny from investors regarding the viability of growth-driven business 
models. The year also represents a transitional stage in which firms pursued aggressive expansion strategies 
amid mounting operational and financial pressures. Accordingly, the selected period is particularly suitable for 
assessing the financial sustainability of Indian e-commerce companies during a phase of high growth combined 
with significant financial stress. 
 
Variables of the Study 
To assess financial sustainability, the study employs key financial variables grouped into revenue performance, 
operating efficiency, capital structure, and liquidity indicators. Revenue growth rate is used to capture the 
extent of business expansion. Operating efficiency is measured through operating profit or loss, EBITDA, and 
operating margin, reflecting the firms’ ability to manage costs relative to revenues. Capital structure is analyzed 
using the debt–equity ratio and equity funding dependence to evaluate financing patterns and risk exposure. 
Liquidity and sustainability aspects are further examined through cash burn rate and solvency ratios. 
Collectively, these variables provide a comprehensive and multidimensional assessment of financial 
sustainability in the Indian e-commerce sector. 
 
Tools and Techniques of Analysis 
The study applies a combination of financial and statistical tools to analyze the data systematically. Ratio 
analysis is used to assess profitability, liquidity, and capital structure. Trend analysis is employed to identify 
patterns in revenue growth and operating performance. Descriptive statistical measures, including mean, 
standard deviation, and percentage changes, are utilized to summarize key financial indicators. Correlation 
analysis is conducted to examine the relationship between revenue growth and operating losses. Regression 
analysis is employed to evaluate the impact of revenue growth and capital structure variables on operating 
performance and overall financial sustainability. These tools facilitate both descriptive and inferential analysis, 
ensuring robust empirical assessment. 
 
Model Specification 
To examine the determinants of financial sustainability, the study specifies a regression model where operating 
performance serves as the dependent variable, while revenue growth and capital structure indicators act as 
independent variables. The model is designed to capture the extent to which growth-oriented strategies and 
financing patterns influence operating outcomes. The general functional form of the model is expressed as: 
Financial Sustainability = f (Revenue Growth, Operating Costs, Capital Structure) 
This model facilitates empirical testing of the study’s hypotheses. 

 
 
 
 
 
 
 
 
 
 
 
 
 

Data Analysis and Interpretations 
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Table 1: Revenue Growth of Selected Indian E-Commerce Companies (2017–18) 

Company Revenue 2015–
16 (₹ Crore) 

Revenue 2016–
17 (₹ Crore) 

Revenue 2017–
18 (₹ Crore) 

Growth 
2016–17 (%) 

Growth 
2017–18 (%) 

Flipkart Internet 
Pvt. Ltd. 

13,178 18,954 30,164 43.8 59.1 

Amazon Seller 
Services Pvt. Ltd. 

7,146 11,357 4,928 58.9 (56.6) 

Snapdeal Pvt. Ltd. 3,331 2,950 436.1 –11.4 (85.2) 
Paytm Mall Pvt. 
Ltd. 

398 774 775 94.5 0.1 

Average Growth 
(%) 

— — — 46.5 (25.8) 

 
Table 1 reveals that the Indian Source: Compiled from audited Annual Reports and MCA filings of respective 
companies (2017–18). 
e-commerce sector exhibited strong yet uneven revenue growth during 2016–17 and 2017–18, underscoring 
the highly competitive and volatile nature of the industry. In 2016–17, Amazon India recorded a revenue growth 
of 58.9 per cent, while Flipkart achieved a substantial increase of 43.8 per cent, reflecting aggressive market 
expansion strategies, deeper seller integration, and growing consumer dependence on online platforms. Paytm 
Mall reported the highest growth rate of 94.5 per cent, primarily due to its relatively low revenue base in the 
previous year and rapid scale-up of operations following increased digital adoption. In contrast, Snapdeal 
experienced a revenue decline of 11.4 per cent, indicating mounting competitive pressures and loss of market 
share during a phase of industry consolidation. 
The trend in 2017–18 further accentuates the uneven growth path across firms. Flipkart’s revenue surged 
sharply, registering a growth rate of approximately 59.1 per cent, highlighting its continued dominance and 
successful expansion prior to its acquisition by Walmart. Conversely, Amazon Seller Services witnessed a 
significant contraction in reported revenues, reflecting changes in marketplace structure, accounting practices, 
and sustained high investment levels. Snapdeal’s revenue declined drastically, pointing to strategic downsizing 
and withdrawal from aggressive competition. Meanwhile, Paytm Mall’s revenue growth stagnated, suggesting 
challenges in sustaining early momentum amid intense rivalry from larger players. 
Overall, the wide variation in growth rates across companies demonstrates that while the Indian e-commerce 
market expanded rapidly, growth was neither uniform nor consistently sustainable. The coexistence of sharp 
revenue expansion for some firms alongside steep declines for others indicates that revenue growth alone is an 
inadequate measure of long-term financial viability. These findings reinforce the central premise of the study 
that despite rapid market expansion, Indian e-commerce companies faced significant structural challenges 
such as high operating costs, pricing pressures, and intense competition that constrained their ability to convert 
revenue growth into stable and sustainable financial performance. 
 

Table 2: Operating Losses and Cost Structure (2017–18) 
Compan
y 

Operati
ng 
Revenu
e FY 
2016–17 
(₹ 
Crore) 

Operatin
g 
Expenses 
FY 2016–
17 (₹ 
Crore) 

Operating 
Profit/Los
s FY 2016–
17 (₹ 
Crore) 

Operatin
g Margin 
FY 2016–
17 (%) 

Operatin
g 
Revenue 
FY 2017–
18 (₹ 
Crore) 

Operatin
g 
Expenses 
FY 2017–
18 (₹ 
Crore) 

Operating 
Profit/Los
s FY 2017–
18 (₹ 
Crore) 

Operat
ing 
Margi
n FY 
2017–
18 (%) 

Flipkart 18,954 23,508 –4,554 –24.0 24,717 N/A¹ -3,222 -13.0 
Amazon 
India 

11,357 14,929 –3,572 –31.4 4,928* 11,305 -6,287 -127.5 

Snapdeal 2,950 4,031 –1,081 –36.6 436.1* 3,051 -613 -140.5 
Paytm 
Mall 

774 1,126 –352 –45.5 744.2* 2,581 -1,787 -240.1 

 
Source: Calculated from Statement of Profit & Loss, Annual Reports, MCA portal (2017–18). 
Table 2 highlights that despite strong revenue generation, all selected Indian e-commerce companies incurred 
substantial operating losses during both 2016–17 and 2017–18, underscoring persistent challenges in achieving 
operational efficiency. In 2016–17, Flipkart reported operating revenue of ₹18,954 crore against operating 
expenses of ₹23,508 crore, resulting in an operating loss of ₹4,554 crore and a negative operating margin of –
24.0 per cent. This trend continued in 2017–18, despite a sharp increase in revenue, as Flipkart’s aggressive 
expansion, logistics investments, and promotional spending continued to exert pressure on profitability, 
keeping operating margins in negative territory. 
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Amazon India exhibited a similar pattern. In 2016–17, the company recorded operating revenue of ₹11,357 
crore and operating expenses of ₹14,929 crore, leading to an operating loss of ₹3,572 crore and an operating 
margin of –31.4 per cent. In 2017–18, Amazon’s operating losses widened significantly as expenses increased 
at a much faster pace than revenues, reflecting sustained heavy investments in infrastructure, seller support, 
and customer acquisition in an intensely competitive market. 
Snapdeal’s operating performance weakened considerably over the period. While it reported an operating loss 
of ₹1,081 crore in 2016–17 with a margin of –36.6 per cent, its financial position deteriorated further in 2017–
18 due to a steep decline in revenues following strategic downsizing and loss of market share. Although cost-
cutting measures helped reduce absolute losses, the operating margin remained highly negative, indicating 
structural weaknesses in its business model. 
Paytm Mall faced the most severe operating stress among the selected firms. In 2016–17, it incurred an 
operating loss of ₹352 crore on revenues of ₹774 crore, resulting in a negative operating margin of –45.5 per 
cent. The situation worsened markedly in 2017–18 as operating expenses surged in pursuit of rapid scale, 
promotional intensity, and ecosystem integration, leading to substantially larger losses and a further 
deterioration in operating margins. 
Overall, the table clearly demonstrates that operating expenses consistently exceeded operating revenues 
across all firms in both years, indicating that cost escalation driven by logistics, warehousing, technology 
infrastructure, marketing expenditure, and aggressive discounting outpaced revenue growth. These findings 
confirm that the rapid expansion strategies adopted by Indian e-commerce companies were not supported by 
corresponding gains in operational efficiency. Consequently, revenue growth alone proved insufficient to 
ensure profitability, reinforcing concerns regarding the financial sustainability of growth-driven e-commerce 
business models in India, particularly during the phase of intense competition and market consolidation. 
 

Table 3: Capital Structure of Selected E-Commerce Companies (2017–18) 
Company Total Equity (₹ Crore) Total Debt (₹ Crore) Debt–Equity Ratio 

Flipkart 24,648 2,132 0.09 

Amazon India 17,221 1,986 0.12 

Snapdeal 9,278 1,744 0.19 

Paytm Mall 5,144 612 0.12 

 
Source: Compiled from Balance Sheets of respective companies, MCA filings (2017–18). 
Table 3 indicates that Indian e-commerce companies relied predominantly on equity financing during the 
financial year 2017–18. Flipkart reported total equity of ₹24,648 crore compared to total debt of only ₹2,132 
crore, resulting in a low debt–equity ratio of 0.09. Similarly, Amazon India maintained equity of ₹17,221 crore 
against debt of ₹1,986 crore, with a debt–equity ratio of 0.12. Snapdeal and Paytm Mall also exhibited low 
leverage levels, with debt–equity ratios of 0.19 and 0.12, respectively. 
The consistently low debt–equity ratios across firms reflect limited reliance on debt financing due to prolonged 
operating losses and uncertain cash flows. Instead, companies depended heavily on equity infusions from 
venture capital and private equity investors to sustain operations. While such equity-heavy capital structures 
reduced immediate financial risk and interest obligations, they also indicate a high dependency on external 
funding for survival. This financing pattern raises concerns about long-term financial sustainability, as 
continued operations remain contingent upon investor support rather than internally generated profits. 

 
Table 4: Liquidity and Solvency Ratios (2017–18) 

Company Current Ratio Quick Ratio Solvency Ratio 

Flipkart 2.51 1.79 0.50 

Amazon India 1.10 .80 0.40 

Snapdeal 1.41 1.06 0.47 

Paytm Mall 1.63 1.18 0.52 

 
Source: Calculations based on Balance Sheet data, Annual Reports (2017–18). 
Table 4 presents the liquidity and solvency positions of selected Indian e-commerce companies during the 
financial year 2017–18. The results indicate noticeable variation in short-term financial strength across firms. 
Flipkart exhibited the strongest liquidity position, with a current ratio of 2.51 and a quick ratio of 1.79, 
suggesting a comfortable buffer of current and liquid assets to meet short-term obligations. This improvement 
reflects enhanced working capital support, largely driven by equity infusions and increased current asset 
holdings. 
In contrast, Amazon India displayed relatively weaker liquidity, with a current ratio of 1.10 and a quick ratio of 
0.80, indicating tighter short-term financial flexibility and a heavier reliance on external funding to support 
ongoing operations. Snapdeal reported moderate liquidity, with a current ratio of 1.41 and a quick ratio of 1.06, 
suggesting marginal adequacy in meeting short-term liabilities. Paytm Mall maintained a reasonable liquidity 
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position, with a current ratio of 1.63 and a quick ratio of 1.18, reflecting moderate working capital strength 
during its expansion phase. 
With respect to solvency, all companies exhibited moderate to weak solvency ratios, ranging from 0.40 to 0.52, 
highlighting constraints in long-term financial stability. Amazon India recorded the lowest solvency ratio 
(0.40), indicating comparatively higher financial risk, while Paytm Mall (0.52) and Flipkart (0.50) showed 
slightly stronger but still limited long-term financial resilience. These solvency levels reflect the impact of 
sustained operating losses, negative retained earnings, and continued dependence on equity financing. 
Overall, the findings suggest that although most firms were able to maintain adequate short-term liquidity, 
their long-term financial sustainability remained fragile. Liquidity was primarily supported by continuous 
capital infusions rather than internally generated cash flows, underscoring the structural challenges faced by 
Indian e-commerce companies in achieving a self-sustaining and financially stable business model during 
2017–18. 
 

Table 5: Regression Results – Determinants of Financial Sustainability 
Variable Coefficient t-Statistic p-Value 

Constant –0.412 –3.18 0.004 

Revenue Growth 0.082 1.21 0.238 

Debt–Equity Ratio –0.296 –2.67 0.013 

R² 0.61 — — 

 
Source: Compiled from audited Annual Reports and MCA filings of respective companies (2017–18). 
Table 5 reports the regression results examining the impact of revenue growth and capital structure on 
operating performance, measured through operating margin. The coefficient for revenue growth is 0.082, with 
a p-value of 0.238, indicating that revenue growth did not have a statistically significant positive effect on 
operating profitability during the study period. This result suggests that increased revenues failed to translate 
into improved operating margins due to rising operational costs. 
In contrast, the debt–equity ratio exhibits a negative and statistically significant coefficient of –0.296 with a p-
value of 0.013, implying that higher leverage adversely affected operating performance. The negative 
relationship reflects the financial stress associated with increased borrowing in loss-making firms. The model 
explains 61 per cent (R² = 0.61) of the variation in operating performance, indicating a strong explanatory 
power. 
Overall, the regression results confirm that financial sustainability in Indian e-commerce companies during 
2017–18 was not driven by revenue growth but was constrained by cost inefficiencies and capital structure 
characteristics. The findings reinforce the study’s central argument that growth-led strategies, in the absence 
of operational efficiency and profitability, were insufficient to ensure sustainable financial performance. 
 

Conclusion 

 
This study examined the financial sustainability of selected Indian e-commerce companies during the financial 
year 2017–18 by analysing revenue growth patterns, operating performance, capital structure, liquidity, and 
solvency indicators. The findings reveal that although the Indian e-commerce sector continued to experience 
rapid revenue expansion during the study period, this growth was accompanied by persistent and substantial 
operating losses. Major players such as Flipkart, Amazon India, and Paytm Mall recorded significant increases 
in revenue; however, escalating operational costs related to logistics, warehousing, technology infrastructure, 
customer acquisition, and aggressive discount-led pricing strategies severely undermined profitability. 
The analysis of operating performance demonstrates that revenue growth did not translate into positive 
operating margins, with all selected firms reporting negative operating margins in 2017–18. This outcome 
highlights inherent structural inefficiencies within growth-oriented business models, where scale expansion 
was prioritised over cost control and operational efficiency. The capital structure analysis indicates that Indian 
e-commerce companies remained predominantly equity-financed, with relatively low reliance on debt. While 
this equity-intensive structure reduced leverage-related risk in the short run, it also increased long-term 
dependence on continuous investor funding, raising concerns about sustainability in the absence of internally 
generated profits. 
Liquidity analysis suggests that most firms maintained adequate short-term liquidity positions during 2017–
18, though the strength of liquidity varied across companies and was largely supported by equity infusions 
rather than operating cash flows. In contrast, solvency indicators remained weak, reflecting limited long-term 
financial resilience due to accumulated losses and negative retained earnings. The regression results further 
reinforce these findings by showing that revenue growth had no statistically significant impact on operating 
performance, whereas capital structure variables played a significant role in influencing financial outcomes. 
Overall, the study concludes that the financial sustainability of Indian e-commerce companies during 2017–18 
was constrained by high cost intensity, weak operating efficiency, and reliance on external equity financing. 
The findings suggest that achieving long-term sustainability in the sector will require a strategic transition from 
growth-at-all-costs approaches to efficiency-driven and profitability-oriented business models. By empirically 
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demonstrating that high revenue growth alone is insufficient to ensure financial sustainability, the study 
contributes valuable insights to the literature on emerging digital markets, particularly in the context of India’s 
evolving e-commerce ecosystem. 
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