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ABSTRACT

The Unified Payments Interface (UPI) transformed digital payments in India with enabling instantaneous transactions.
This research evaluates the strategic Paytm's positioning as a first mover and compares it to fast followers like PhonePe
and Google Pay. Paytm utilized their early entry in post post-demonetization Phase and leveraged their brand recognition.
In contrast, PhonePe and Google Pay gained significant attention due to their advanced technological interfaces coupled
with strategic marketing. The study focuses on market share issues, adoption rates, innovation, and regulation to analyze
the study's conclusions. The results suggest that Paytm took advantage of being a first mover but was unable to counteract
the innovativeness and dynamism of fast followers. The adaptive strategies employed by PhonePe and Google Pay enabled
the UPI-based transactions to be coupled with banking facilities, providing cashback and enhancing customer satisfaction,
which transformed them into market leaders at a rapid speed. The results suggest that rapid dynamism in the Fintech
system in India favours being adaptable as opposed the having a first mover advantage. These findings contribute to the
understanding of competition in the context of digital payments, enabling fintech firms, policymakers, and other
stakeholders to better understand the UPI ecosystem.

Keywords: UPI (Unified Payments Interface), First-Mover Advantage, Digital Payments, Fin-Tech, Market Competition,
Mobile Payments Apps

1. INTRODUCTION

India's digital payment ecosystem has been dramatically transformed in recent years through the introduction and swift
uptake of the Unified Payments Interface (UPI). The groundbreaking system, introduced in 2016, has transformed
financial transactions by providing a smooth, real-time, and secure platform for millions of consumers. UPI's meteoric
ascent has not only transformed the way people and companies make financial transactions but has also fueled fierce
competition among major players fighting for supremacy in this emerging market.

This paper explores a strategic analysis of three of the most powerful players in the Indian UPI ecosystem: Paytm,
PhonePe, and Google Pay. These firms have played instrumental parts in making UPI mainstream, each with a different
strategy for gaining market share and building a solid presence in this fast-evolving industry. Through their history,
competitive tactics, and decision-making, this analysis seeks to offer useful information on the dynamics of success within
the Indian digital payments industry.

Paytm, one of the early movers in the digital wallet space, initially had the benefit of a first-mover advantage. Its large
user base and aggressive expansion plans enabled it to make a strong foothold in the UPI market. But soon the market
became congested with the arrival of tough players like PhonePe and Google Pay.

PhonePe, backed by Flipkart, quickly became a household name with its seamless interface, wide range of services, and
tie-ups with big players. When it decided to offer a one-stop financial platform beyond mere payment options to include
everything from investments to insurance, the adoption was stellar.
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Google Pay, leveraging the technological capabilities and global presence of Google, has also emerged as a major player
in the Indian UPI space. Its focus on tight integration with existing Google services, new features, and strong user
experience has helped it to gain a sizable market share.

This evaluation will involve a comprehensive analysis of the strategic management practices adopted by Paytm, PhonePe,
and Google Pay. It will incorporate tools like the BCG Matrix, SWOT Analysis, and comparative analysis to compare
their competitive strategy, strengths, weaknesses, opportunities, and threats. Through the use of these analytical tools, the
paper aims to determine the major drivers of their success, the issues they encounter, and the future strategies they are
likely to implement to sustain and further strengthen their market positions.

Finally, this strategic assessment provides a deeper understanding of the competitive dynamics at work in the Indian UPI
market. It provides important insights to industry players, policy makers, and researchers interested in the development
of digital payments and drivers of the competitive environment in this fast-growing industry.

Purpose of the Article: Comparing Paytm's Early Advantage with Fast Followers

The main aim of this article is to research the development of India's Unified Payments Interface (UPI) market by
comparing Paytm's early-mover advantage with fast-follower competition from the likes of PhonePe and Google Pay.
Paytm, being one of the early players in India's digital payment market, built strong momentum by capitalizing on its
already established user base and first-mover advantage. But the sudden rise of competitors with new strategies, better
technological integrations, and aggressive market penetration has changed the industry dynamics.

This article attempts to investigate:

v Paytm's First-Mover Advantage — How Paytm used its established e-wallet ecosystem, brand name,
and early-mover advantage in adopting UPI to gain a commanding position in India's digital payments space.

v Competitive Strategies of Fast Followers — Exploring how PhonePe and Google Pay entered the UPI
market, their uniqueness, and how they were able to compete with Paytm's dominance.

v Market Penetration and User Adoption — Look at how each of them increased their market share,
changed consumer behavior, and adjusted to regulatory and technology shifts.

v Innovation Impact and Ecosystem Building — A comparison of Paytm's innovation strategy with that

of competitors across features, partnerships, cashback rewards, and merchant tie-ups.

v Sustainability in the Long Run and Market Dominance — Assessing whether Paytm could maintain its
initial head start or if fast followers have surpassed it in transaction volume, user participation, and overall market
leadership.

Through a comparative analysis, this article seeks to underscore the fact that first-mover benefits in digital payments do
not always translate to long-term success, particularly in a highly competitive and fast-paced fintech culture such as India's
UPI ecosystem.

2. REVIEW OF LITERATURE

[.Evolution of UPI and Its Impact on India's Digital Payments - Author: NPCI (2021) - Summary: The paper
looks into the growth of UPI from its beginning in 2016 to date and how it has contributed to financial inclusion
and digital payments in India. According to the report, UPI revolutionized banking payment systems through the
provision of a smooth and instant payment channel.

IL.First-Mover Advantage in Fintech: A Case Study of Paytm - Authors: Kumar & Sharma (2020) Summary:
This paper analyses how Paytm used its already established e-wallet ecosystem to get an early advantage in UPI-
based payments. The research talks about the market entry strategy of Paytm, user acquisition strategies, and
challenges in expansion due to competition from new players.
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III.Fast Followers in Digital Payments: A Comparative Study of PhonePe and Google Pay Author: Mishra &
Verma (2022) - Summary: The paper examines why PhonePe and Google Pay became successful in the UPI
market after capturing the early movers like Paytm. It examines ease of use, cashback offers, merchant discovery,
and strategic alliances.

IV.The Role of Incentives in Driving UPI Adoption in India - Author: RBI Research Paper (2021) - Summary:
Cashback rewards and promotional offers are highlighted in this study as pivotal factors in stimulating UPI usage.
The efforts of Paytm, PhonePe, and Google Pay in obtaining and retaining consumers are compared herein.

V.Market Dynamics and Competition in India's Digital Payments Ecosystem - Author: Economic Times
Intelligence Group (2023) - Summary: This industry report analyses the competitive scenario of UPI payments,
comparing market share, transactional volumes, and customer level of engagement between Paytm, PhonePe, and
Google Pay.

VI.Consumer Preferences in UPI-Based Transactions: A Behavioral Study - Author: IIM Bangalore (2021) -
Summary: The paper discusses consumer behavior in embracing UPI payments, such as the drivers that
determine platform preference. According to the research, the factors driving ease of usage, speed of transaction,
and reward schemes have a high influence on user decision.

VIL.Technological Innovations in Digital Payment Platforms - Author: Singh & Patel (2020) Summary: The
article brings out the technological innovations brought about by UPI platforms such as Al-based fraud detection,
voice-based transactions, and biometric authentication. It contrasts how Paytm, PhonePe, and Google Pay utilized
technology in different ways.

VIII.Regulatory Challenges and Policy Interventions in India's UPI Ecosystem - Author: Reserve Bank of India
(2022) - Summary: This report talks about policy regulations that shaped the growth of UPI, including MDR
exemptions, data security legislation, and interoperability requirements. It also discusses how these regulations
impacted the business models of Paytm, PhonePe, and Google Pay.

IX.UPI vs. Traditional Banking: A Shift in Payment Preferences - Author: National Institute of Financial
Management (2021) - Summary: The article contrasts UPI transactions with conventional banking channels
(NEFT, RTGS, IMPS), citing the reasons why UPI became the go-to payment mode for retail transactions.

X.Digital Wallets vs. UPI Apps: A Comparative Study - Author: Sharma & Gupta (2020) - Summary: The
study examines how digital wallets (such as Paytm Wallet) found it difficult to compete with direct UPI apps and
how Paytm's strategy changed toward UPI-based transactions.

3. RESEARCH DESIGN

The Research titled "UPI Revolution in India: Comparing Paytm’s First-Mover Advantage with Fast Followers Like
PhonePe and Google Pay” has the below mentioned research design

Research Approach

A comparative case study approach is used to analyze Paytm’s early-mover advantage and compare it with the growth
strategies of fast followers like PhonePe and Google Pay. The study is qualitative and quantitative, incorporating
secondary data, financial reports, user adoption trends

Research Objectives

a) To assess Paytm’s first-mover advantage in the UPI ecosystem.

b) To compare the growth strategies of PhonePe and Google Pay with Paytm.

c) To analyze market share, transaction volume, and user engagement across these platforms.
d) To evaluate key success factors in India’s UPI-driven digital payments market.
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Research Methodology

A. Data Collection Methods : Secondary Data Sources (Quantitative & Qualitative)

» NPCI Reports: UPI transaction volumes, market share statistics

» Company Financial Reports: Revenue growth, user base expansion

» Media Reports & Articles: Insights from Economic Times, Business Standard, etc.
» Regulatory Guidelines: RBI, NPCI policies on UPI transactions

B. Comparative Analysis Parameter Grid

Paytm (First-
Parameter Mover
Advantage)
Year of Launch - - -
Core Approach - - -
Market Share
(Dec 2024)
Total
Transactions
Merchant
Network
UPI Integration - - -
User Engagement - - -
Security Features - - -
Regulatory
Challenges
Future Growth
Potential
Picture 1.4: Showing the parameters used in comparative analysis

PhonePe (Fast Google Pay (Fast
Follower Advantage) | Follower Advantage)

C. Data Analysis Techniques

» BCG Market Analysis
» Comparative Analysis
» SWOT Analysis

D. Scope & Limitations

Scope:

» Focus on the Indian UPI market from 2016 to 2025
» Analysis of only three major UPI players (Paytm, PhonePe, Google Pay)

Limitations:

» Limited access to proprietary user data from companies
» The rapidly evolving fintech landscape may impact long-term conclusions

E. Expected Outcomes

» Understanding how Paytm’s first-mover advantage impacted its market standing.
» ldentifying the key success factors of fast followers like PhonePe and Google Pay.
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» Insights into future trends in India’s UPI ecosystem and fintech competition.

BRIEF INTRODUCTION TO PAYTM, PHONEPE, G-PAY’S UPI ECOSYSTEM

PAYTM UPI: EVOLUTION AND KEY FEATURES IN TABULAR FORMAT

MILESTONE

KEY FEATURES INTRODUCED

2016 Launched UPI services after NPCI introduced Seamless UPI bank transfers, QR-based payments
UPI
2017 Integrated UPI with Paytm Wallet Combined wallet & UPI for transactions
2018 Crossed 100 million UPI transactions/month | Introduced merchant QR codes for offline payments
2019 Expanded merchant network aggressively Launched Paytm for Business app
2020 Launched financial services Insurance, stock trading, gold investments
2021 Crossed 250 million UPI users Introduced AutoPay for subscriptions
2022 Enabled UPI Lite for small transactions Offline UPI transactions, device-based payments
2023 Expanded credit services via Paytm Postpaid Launched UPI-linked credit cards
2024 Partnered with ONDC for digital commerce Al-driven fraud detection, enhanced merchant
services
2025 Expected innovations in Al and UPI payments UPI-based lending, deeper financial integration
Table 1.1: Showing tabular representation of Paytm’s Evolution & First Mover Advantage
PHONEPE UPI: EVOLUTION & KEY FEATURES IN TABULAR FORMAT
YEAR MILESTONE KEY FEATURES INTRODUCED
2016 Launched as a UPI-based app after NPCI Seamless bank-to-bank UPI transactions
introduced UPI
2017 Crossed 10 million users QR code-based payments, cashback offers
2018 Became India’s largest UPI platform by Multi-bank support, merchant integrations
transaction volume
2019 Crossed 500 million transactions per month PhonePe Switch (in-app marketplace)
2020 Expanded financial services Mutual funds, insurance, gold investments
2021 Crossed 300 million registered users AutoPay feature for subscriptions
2022 Launched UPI Lite for faster payments International UPI payments
2023 First to reach 50%+ UPI market share UPI credit lines, voice-based payments
2024 Partnered with ONDC for e-commerce Enhanced fraud detection and Al-driven security
transactions
2025 Expected innovations in Al-driven payments Digital Rupee integration, UPI 2.0 features
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G-PAY UPI: EVOLUTION & KEY FEATURES IN TABULAR FORMAT

MILESTONE KEY FEATURES INTRODUCED
2017 Launch of Tez (Now Google Pay) Introduced as Tez, a UPI-based payments app
focused on bank-to-bank transfers.
2018 Rebranding to Google Pay Added features like bill payments, merchant
transactions, and in-app rewards.
2019 Merchant Expansion & Widespread Adoption Enabled QR code payments for businesses,
growing merchant acceptance nationwide.
2020 UPI Autopay & COVID-Driven Growth Launched UPI AutoPay for subscriptions and
saw a surge in contactless digital payments.
2021 Security Enhancements & Al-Based Fraud Introduced Safe Banking Alerts, Al-driven
Prevention fraud detection, and transaction insights.
2022 UPI Lite & International Expansion Implemented UPI Lite for small-value

transactions and enabled global UPI
partnerships.

2023-Present UPI Credit & Bill Split Feature Launched UPI-linked credit lines, bill splitting,

and Al-enhanced security features.

Table 1.3: Showing tabular representation of Evolution of G-pay

Google Pay

G PhonePe

Picture 1.1: Showing the logos of Paytm, Google Pay(G-Pay) & PhonePe
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5. COMPARATIVE ANALYSIS: PAYTM., PHONEPE, AND GOOGLE PAY IN INDIA'S UPI ECOSYSTEM

Tablel.4: Showing the Comparative Analysis between Paytm, PhonePe & G-Pay

PARAMETER PAYTM PHONEPE GOOGLE PAY
(FIRST-MOVER (FAST FOLLOWER (FAST FOLLOWER
ADVANTAGE) ADVANTAGE) ADVANTAGE)

Year of Launch 2010 (as a wallet), 2017 (UPI 2016 (India’s first UPI-based 2017 (as Tez, rebranded to

integration) app) Google Pay in 2018)
Core Approach | Started as a wallet, then integrated UPI-first approach, skipping UPI-only model from the
UPI wallets beginning
Market Share 6.87% 47.7% (Market leader) 36.7% (Second largest UPI app)
(Dec 2024)
Total 1.15 billion transactions, worth 7.98 billion transactions, worth

Transactions

Z1.25 lakh crore

Z11.76 lakh crore

6.1 billion transactions, worth
Z8.22 lakh crore

Merchant
Network

Large offline & online merchant
base (wallet legacy)

Strong retail presence via
Flipkart-Walmart ecosystem

Widespread due to Google
ecosystem & Play Store
integration

UPI Integration

Initially wallet-dependent, later
shifted to full UPI

Seamless UPI integration from
inception

Direct bank-to-bank UPI transfers
from day one

User
Engagement

Offers bill payments, financial
services, and investments

Expanded to insurance, mutual
funds, and gold investments

Focuses on simplicity, speed, and
Al-driven transaction insights

Security
Features

Two-factor authentication,
biometric login

Al-driven fraud detection,
advanced risk management

Google’s Al-backed fraud
detection and alerts

Regulatory
Challenges

Faced restrictions in user
onboarding, resumed in Oct 2024

NPCI extended 30% market
share cap compliance deadline

Benefited from market cap
compliance extension

Future Growth
Potential

Expanding financial services &
regulatory compliance

Sustaining market leadership
& expanding into financial
products

Leveraging Al, security & global
partnerships for expansion

Key Insights from Comparative Analysis:

/7
0‘0
/7
0.0
/7
0‘0

Paytm leveraged its first-mover advantage but faced challenges adapting to UPI.
PhonePe dominated by focusing on UPI from the start and strong merchant partnerships.
Google Pay utilized its global tech ecosystem for seamless UPI adoption & Al-driven security.
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6. SWOT ANALYSIS: PAYTM V/S PHONEPE V/S GOOGLE PAY(G-PAY)

FACTOR

PAYTM
(FIRST-MOVER

ADVANTAGE)

PHONEPE
(FAST
FOLLOWER
ADVANTAGE)

GOOGLE PAY
(FAST FOLLOWER
ADVANTAGE)

UPI transition from
wallet model

dependent on NPCI
& banks for UPI
transactions

Strengths Early mover UPI-first strategy Global brand trust (Google
advantage in digital for seamless ecosystem)
payments transactions
Strong brand Market leader in Simple, fast, and secure UPI
recognition UPI transactions interface
Large merchant Backed by Al-powered fraud detection
network from wallet Flipkart-Walmart
days ecosystem
Diversified Strong merchant Deep integration with Google
services (bill onboarding products (Search, Assistant, Play Store)
payments,
investments,
insurance)
Strong customer Al-driven fraud High user retention & engagement
incentives detection and
(cashbacks, offers) security
Weaknesses X Struggled with X Heavily X Limited merchant adoption in rural

areas

X Regulatory
restrictions slowed

X Subject to market
cap limits (47.7%

X Highly dependent on India-specific
regulations

growth share, close to
regulatory cap)
X Falling UPI X Limited global X Not deeply integrated with e-

market share (6.87%
as of Dec 2024)

brand influence
compared to Google
Pay

commerce or wallets like Paytm &
PhonePe

X Higher
dependence on
incentives &
cashbacks for user
retention

Opportunities

© Expand financial
services (lending,
savings, insurance)

© Expand into
credit & wealth
management

o Further integrate UPI with
Google’s ecosystem

© Leverage
existing merchant

© Strengthen
partnerships with
banks & NBFCs

© Improve voice-based transactions
with Google Assistant
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base for deeper
penetration

© Focus on offline
payments & rural
UPI adoption

© Leverage Al for
better customer
insights & fraud
detection

© Expand global fintech partnerships
to bring new innovations to India

© Improve
compliance &
regulatory approvals
for smoother
expansion

Threats

A\ Tough
competition from
PhonePe & Google

N\ NPCI’s 30%
market cap rule may
force market share

/\ Privacy concerns & data
localization laws in India

Pay reduction
A\ Declining market A\ Increasing /\ Heavy reliance on Google’s global
share in UPI competition from policies
transactions new fintech players
/\ Changing /\ Potential /N\ NPCI market cap rule could impact
government regulations on future growth

regulations &
compliance issues

cashback incentives
& fees

A\ RBI/NPCI
restrictions on digital
payments & lending

Table 1.5: Showing the SWOT ANALYSIS of Paytm, PhonePe & Google Pay (G-Pay)

Key Insights from SWOT Analysis:

X Paytm must innovate beyond UPI, focusing on financial services & regulatory compliance to regain
market share.

X PhonePe is the market leader, but its growth is limited by NPCI’s market cap rule. It must expand beyond
UPL

<> Google Pay has strong Al & ecosystem advantages, but regulatory risks & merchant expansion challenges
remain.

I.BCG MATRIX ANALYSIS: PAYTM VS. PHONEPE VS. GOOGLE PAY IN UPI ECOSYSTEM

The BCG Matrix (Boston Consulting Group Matrix) is a strategic tool that classifies business units into four quadrants
based on market growth rate and relative market share:

l. Stars — High market growth, High market share
2. Cash Cows % — Low market growth, High market share
3. Question Marks ? — High market growth, Low market share
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BCG CATEGORY

Stars (High Growth,
High Share)

PAYTM

(FIRST-MOVER

ADVANTAGE)

>{ Not in this category
currently due to a declining
market share in UPI.

— Low market growth, Low market share

PHONEPE

(FAST FOLLOWER
ADVANTAGE)

Market Leader in
UPI transactions
(47.7% share), high
adoption &
engagement.

GOOGLE PAY

(FAST FOLLOWER
ADVANTAGE)

Second-largest UPI
player (36.7% share),
strong growth due to
seamless Google
ecosystem integration.

Cash Cows % (High
Share, Low Growth)

Still a dominant digital
payment brand due to its
large merchant base and
multiple financial services, but
its UPI growth is slowing
down.

X UPLis still a
growing market, so
PhonePe isn’t yet a cash
COW.

X Still experiencing
high growth, not a stable
cash cow yet.

Question Marks ?

Struggling in the UPI

X Already a market

X Established strong

(High Growth, Low segment, but growing in leader, not a question | market share, not in this
Share) financial services (lending, mark. category.
credit, insurance). Needs to
innovate to turn into a Star.
Dogs 7 (Low Growth, | >{ Not a complete failure X Dominates the UPI | X Strong growth
Low Share) but faces stiff competition sector, not in this trajectory, not in this

from PhonePe & Google Pay.
Needs to pivot to sustain its
presence in UPL.

category.

category.

Table 1.6:Showing the BCG Matrix Analysis of Paytm, PhonePe & Google Pay(G-pay)
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6. KEY SUCCESS FACTORS IN INDIA’S UPI-DRIVEN DIGITAL PAYMENTS MARKET

SUCCESS FACTOR

Government & Regulatory

DESCRIPTION

NPCI’'s UPI  framework, RBI

IMPACT ON MARKET

Created trust & standardization,

Support i regulations, and demonetization (2016) | ensuring rapid adoption.
encouraged digital payments.
Widespread Merchant | Zero MDR fees & QR code integration | Boosted offline & online

Adoption &

made it easy for businesses to accept
UPI payments.

transactions, even in rural areas.

Seamless User Experience &
Technology &

Instant, 24/7 free transactions, Al-
based fraud detection, and smooth bank
integration.

user confidence &
transaction volumes.

Increased

Network Effect & Ecosystem
Growth @

Integration with e-commerce &
fintech:

¢ PhonePe — Flipkart-Walmart
¢ Google Pay — Android & Play
Store

¢ Paytm — Merchant networks &

wallet users

Strengthened customer loyalty &
repeat transactions.

Competitive Differentiation

>%,

¢ PhonePe — Market Leader (47.7%
share)

¢ Google Pay — 2nd (36.7% share)
¢ Paytm — Strong brand, declining
UPI share

Encouraged innovation, cashback
strategies, and customer retention.

Table 1.7: Showing the Key Success Factors in India’s UPI- Driven Digital Payments Market

Strong regulatory backing, technological advancements, widespread adoption, and competitive innovation fueled the UPI

revolution in India. PhonePe, Google Pay, and Paytm played major roles in shaping the digital payments landscape.

7. KEY FINDINGS

1. PhonePe leads the UPI market with a 47.7% share, leveraging deep e-commerce integration (Flipkart) and strong

merchant onboarding.

2. Google Pay ranks second (36.7%), benefiting from Al-driven security, user-friendly design, and Android

ecosystem integration.

3. Paytm, despite being an early mover, is losing UPI market share, primarily due to regulatory challenges and the
shift from wallets to UPL
4. Regulatory policies, including the NPCI's 30% market cap rule, will impact future market dynamics and force
diversification strategies.
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5. Consumer incentives, merchant adoption, and seamless UPI integration remain the key success factors for
sustained growth in the digital payments sector.

8. SUGGESTIONS FOR IMPROVEMENT

v' Paytm: Must focus on financial services diversification (lending, insurance, investments) to counter UPI’s slow
growth.

v" PhonePe: Should expand into credit services and wealth management while preparing for potential NPCI-
imposed limitations.

v" Google Pay: Needs to enhance merchant adoption in Tier 2 & 3 cities and leverage Al-driven innovations for
competitive advantage.

v" Regulatory Authorities (NPCI/RBI): Must ensure balanced competition and implement data security policies
to maintain public trust.

9. CONCLUSION

The UPI revolution in India has fundamentally transformed digital payments, enabling seamless, secure, and instant
transactions. This study examined Paytm’s first-mover advantage and compared it with fast followers like PhonePe and
Google Pay, highlighting their growth trajectories, competitive strategies, and market positioning. Key findings indicate
that PhonePe currently leads the UPI market with a 47.7% share, followed by Google Pay at 36.7%, while Paytm, despite
being an early adopter, has witnessed a decline in UPI dominance. Factors such as government regulations, merchant
adoption, user experience, and ecosystem integrations have played a crucial role in determining the success of these
platforms. Phonepe’s deep integration with Flipkart, Google Pay’s Al-driven security, and Paytm’s strong merchant
network have each contributed uniquely to the UPI ecosystem. To sustain long-term growth, Paytm must pivot towards
financial services, PhonePe should diversify into credit and wealth management, and Google Pay needs stronger offline
merchant adoption. Additionally, NPCI’s market cap rules will shape future competition, necessitating strategic
adaptations from all players.

In conclusion, UPI’s success story in India is a testament to technological innovation, regulatory support, and consumer
adoption, making it a global benchmark for digital payments.
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