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Abstract 
Integrating Artificial Intelligence (AI) in small businesses and MSMEs has revolutionized 

operations while significantly affecting employee psychological well-being. This study 

investigates AI's dual impact—enhancing efficiency and inducing stress, anxiety, and job 

insecurity among workers. Focusing on sectors like food delivery, ride-hailing, and home services 

in urban and semi-urban India, this research combines case studies and mixed methods analysis to 

explore the challenges employees face. Recommendations for AI-human collaboration, 

psychological support, and transparent communication are offered to foster healthier workplaces. 

Findings highlight the need for balanced AI adoption strategies that prioritize both business growth 

and employee well-being. 
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1. Introduction 

Artificial Intelligence (AI) has dramatically reshaped small businesses and MSMEs worldwide, 

offering advanced tools for streamlining operations, improving customer experiences, and 

enhancing decision-making (Turner & Hughes, 2023). However, the human cost of AI 

integration—particularly on employees' psychological health—has gained attention. Employees 
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face the duality of reduced repetitive tasks yet increased job insecurity, anxiety, and "technostress" 

(Gupta & Mehta, 2022; Ayyagari et al., 2011). 

This paper examines AI's impact on the psychological well-being of employees working in India's 

gig economy sectors, emphasizing the need for balanced strategies that safeguard mental health 

while embracing technological innovation. 

 

2. Literature Review 

Turner and Hughes (2023) noted that although AI boosts productivity and competitiveness in small 

businesses, it often triggers barriers like high costs and lack of expertise. Similarly, Sharma and 

Kumar (2023) highlighted that AI improves operational efficiency and profitability for MSMEs 

but may lead to workforce anxiety due to job displacement fears. 

Gupta and Mehta (2022) explored how AI automation reduces repetitive tasks yet increases 

employee apprehension about redundancy. In the customer service domain, Kim and Clark (2020) 

observed that AI-powered systems improve response times but erode personal customer 

interactions, contributing to workplace dissatisfaction. 

Bawack et al. (2022) emphasized the transformative role of AI in e-commerce, demonstrating its 

capacity for personalization but warning against over-dependence that alienates human workers. 

Furthermore, White and Green (2021) investigated the adverse mental health effects associated 

with AI-driven changes, such as anxiety and burnout among employees. 

Changes in Small-Scale Businesses 

AI-driven automation has undeniably improved productivity by eliminating repetitive tasks and 

optimizing workflows. However, businesses must acknowledge that human creativity, intuition, 

and adaptability remain irreplaceable. Sustainable growth lies in using AI to augment—not 

replace—human effort. 

Business Transformation Towards Growth 

Small businesses undergoing AI transformations must actively address employee fears through 

skill development, transparent communication, and emotional support. Training programs focused 

on problem-solving and critical thinking can empower employees to adapt to new AI-influenced 

roles. 

AI-Induced Stress and Anxiety 
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Techno-stress, arising from AI integration, particularly affects gig economy workers in delivery, 

ride-hailing, and home services sectors (Ayyagari et al., 2011). Employees often report anxiety due 

to fears of job redundancy, loss of autonomy, and a sense of being overwhelmed by technological 

demands. 

 

3. Research Methodology 

A mixed-methods approach combining surveys and interviews was employed to explore employee 

experiences across: 

 Urban Hubs: Bengaluru, Mumbai, Delhi-NCR 

 Semi-Urban Cities: Jaipur, Ahmedabad 

 Sectors: Food delivery (Swiggy, Zomato), Ride-hailing (Uber, Ola), Home services (Urban 

Company, Housejoy) 

  

4. Analytical Interpretation 

Findings reveal high stress levels (40%-50%) and moderate job security (50%-60%) across 

industries. Companies investing significantly in AI adaptation reported more pronounced 

psychological impacts among workers. 

This study utilizes a mixed-methods approach, combining both quantitative and qualitative 

research to provide a comprehensive analysis of AI’s impact on employees’ psychological well-

being in small businesses and MSMEs. 
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Startup Type 
Employee 

Stress (%) 

Job 

Security 

(%) 

Amount Used for 

AI Adaptation 

(INR) 

Geographical 

Scope 

Food Delivery 

(e.g., Swiggy, 

Zomato) 

45% 

(Moderate to 

High) 

60% 

(Moderate 

Security) 

₹1,24,50,000 - 

₹2,49,00,000 

Urban Hubs: 

Bengaluru, Mumbai, 

Delhi-NCR 

Ride-Hailing 

(e.g., Uber, Ola) 
50% (High) 

50% 

(Moderate 

Security) 

₹1,66,50,000 - 

₹2,91,50,000 

Urban Hubs: 

Bengaluru, Mumbai, 

Delhi-NCR 

Home Services 

(e.g., Urban 

Company, 

Housejoy) 

40% 

(Moderate) 

55% 

(Moderate 

Security) 

₹83,00,000 - 

₹2,08,00,000 

Semi-Urban/Rural: 

Jaipur, Ahmedabad 

 

The table highlights that ride-hailing platforms present the highest employee stress levels and 

the greatest AI spending, presumably because of high operational complexity. Food delivery 

services also exhibit significant stress and extensive AI spending, targeting dense urban 

markets. Startups in home services present relatively low stress and moderate AI spending, 

operating in semi-urban and rural areas where platform penetration and controls are 

still emerging. For all work types, job security is moderate, hinting at shared precarity in the gig 

economy. 

 

5. Research Findings 

Key challenges include: 

 Replaceability Anxiety: Fear of AI displacing human roles. 

 Techno-Stress: Overwhelmed by continuous technological changes. 

 Mental Health Decline: Rise in anxiety and burnout without adequate organizational 

support (White & Green, 2021). 
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However, organizations that promoted training, transparent communication, and positive AI-

human collaboration saw enhanced employee engagement and resilience. 

 

6. Discussion and Recommendations 

 Training Programs: Upskilling reduces anxiety and boosts confidence. 

 Open Communication: Transparency builds trust and reduces uncertainty. 

 Human-Centric AI Adoption: Using AI to complement, not replace, human work. 

 Mental Health Support: Providing counseling and stress management programs. 

Practical Implications 

Small businesses must consider mental health impacts while implementing AI solutions. 

Employee-centric policies can reduce turnover, enhance job satisfaction, and foster sustainable 

growth. 

7. Conclusion 

The rise of AI in small businesses and MSMEs offers both opportunities and challenges. While AI 

boosts efficiency, it also introduces psychological risks that businesses must address proactively. 

Human-centric AI adoption, supported by training and transparent communication, ensures a 

harmonious digital transformation benefiting both organizations and employees. 
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