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Driving “Digital India”  India’s digital wallet 
industry overheats with 
competition 

Prior to Prime Minister Narendra Modi’s 
demonetisation policy, commerce in India was 
overwhelmingly ruled by cash—over 85% of all 
transactions were cash-intensive. The controversial 
policy—which devalued two-thirds of in-circulation 
currency—had the unexpected side effect of creating 
a temporary cash shortage that drove the appeal of 
cashless payment options, and laid the groundwork 
from which India’s digital payments industry would 
blossom.1 

Five years on, and the situation on the ground looks 
decidedly different. 

Though cash remains dominant thanks to low 
smartphone penetration and hoarding habits driven by 
the COVID-19 pandemic,2 digital payment options are 
becoming increasingly central to Indian life. Data from 
the Reserve Bank of India (RBI) showed that in 2019, 
electronic transactions tripled since the demonetisation 
policy came into effect, led by debit cards, digital 
wallets and bank transfer.3  

Digital wallets, in particular, have experienced a 
massive uptick in adoption since those early days. 
According to GlobalData, digital wallets are “gradually 
displacing” cash and card use, and is set to reach a 
total transaction value of $1.4 trillion by 2024.4 The 
industry is extremely competitive, with over a hundred 
different apps on offer at varying levels of openness. It 
is currently dominated by home-grown names such as 
PhonePe, Paytm and Jio Pay, as well as a handful of big 
international brands, such as Google and Amazon.

While these private companies have been key to the 
success of digital wallets in India so far, the most 
impact has come from India’s government. Prime 
Minister Modi’s “Digital India” roadmap has laid 
the groundwork for the emergence of the integral 
infrastructure needed to drive the take-up of digital 
payments. 

Perhaps the most important infrastructural 
development in the digital wallet space is the United 
Payments Interface (UPI), an interbank payment 
system created by the National Payments Corporation 
of India, a consortium of local banks regulated by the 
RBI. The UPI was launched in 2016 to enable inter-
bank transactions by allowing users to connect their 
accounts to integrated apps including digital wallets, 
in order to make instant money transfers via phone 
numbers, QR codes and various identification codes.5 

Fast forward to today, and the UPI has become 
arguably the most important piece of financial 
technology in the country with more than half of all 
digital transactions flowing through the system and 
more than 200 banks integrated within its network. 
In October 2020, the UPI crossed over 2 billion 
transactions, and is available on just about every 
single major digital wallet in the country,6 making it 
very popular for users in urban and rural geographies 
across India. 

UPI’s clear advantage over other digital wallets is its 
interoperable structure. Unlike most digital wallets 
in the country, the UPI isn’t beholden to a single 
ecosystem of merchants. Instead, it operates as an 
underlying structure that can be integrated with any 
app, in order to create a cheap payment option for all 
consumers regardless of which platform they choose 
to use.

The impact of UPI hasn’t been all sunshine though, 
especially for digital wallet operators. UPI’s widespread 
popularity has been said to have de-emphasised 
the impact of wallet-first fintechs like Paytm, which 
are not interoperable, and rely on transaction fees 
and merchant services to sustain their margins.7  
Furthermore, a number of unfavourable policies have 
recently emerged from RBI—such as a 30% cap on UPI 
transactions8 and stringent know-your-customer (KYC) 
requirements—which have sparked concerns that 
smaller operators will have to consolidate to survive or 
exit the market entirely.9 



Google Pay and PhonePe 
duke it out 

The first digital wallet to truly take advantage of the UPI system 
was Google Pay, which reported over 75 million users as of 
mid-2020, but this doesn’t mean the company dominates. In 
fact, Google Pay is currently locked in a struggle with home-
grown brand, PhonePe, the second most popular app. In 
terms of numbers, the difference between both the wallets is 
razor slim and changing on a weekly basis, but Google Pay 
is considered the market leader.14 In December 2020, it was 
reported that Google had 960 million transactions under its 
belt (and about 43.4% of the UPI market share) compared to its 
nearest competitors, PhonePe (868.4 million transactions) and 
Paytm (260 million).15

 
While both apps allow for UPI payments, PhonePe’s service 
also allows users to link credit and debit cards. Google, on 
the other hand, relies on close partnerships with UPI banks to 
enable payments. The apps are startlingly similar: both enable 
P2P payments, mobile reloads and shopping services across a 
huge network of local merchants. 

The offering from the American tech giant was launched in 2017 
as Tez, before eventually being folded into the better-known 
Google Pay brand.16 Google Pay’s advantage in the country was 
driven partly by the dominance of the Android OS in India—
iPhones only make up about 4% of the handset market due to 
their exorbitant price, and Samsung Pay relies heavily on NFC 
machines for contactless payments17—the company’s global 
branding, and partnerships with government agencies and 
local banks.18  

Payments in Google Pay are run through the UPI system, but 
Google’s role as an OEM has also given it power over the 
technology it uses to process payments. The Google Pay app 
makes use of innovative “audio QR” technology for making 
payments with nearby devices, a clever workaround due to the 
lack of NFC-enabled POS machines in India.19  

PhonePe, on the other hand, is a digital wallet created by local 
e-commerce maven Flipkart, which was eventually acquired by 
Walmart in 2020. The platform has reportedly registered a user 
base of 250 million,20 and enables both UPI and digital wallet 
payments.21 PhonePe in particular pushes its local roots as an 
app “built for India, by Indians”, and is making a bid to become 
a “super-app” in the vein of Southeast Asia’s Grab or China’s 
Alipay. 

In 2019, the firm launched PhonePe Switch, an in-app integration 
that would give customers access to a range of merchants 
across industries like food delivery, travel, hotels and insurance.22 
The company has also made a concerted effort to reach offline 
merchants by offering access to POS machines.23  The company 
announced it would be spun-off in December 2020 in order to 
secure more access to capital funding.24 

Fighting for a slice of a shrinking pie  

While Google Pay and PhonePe fight over first place, new entrants 
and established players are looking for toeholds wherever they 
can find them. After Google Pay and PhonePe, the third most 
popular digital wallet in India as well as the most-established is 
Paytm, the Alibaba-backed operator which launched in 2010. 

Paytm started life as a mobile wallet before the UPI came online, 
and was long considered the standard bearer for India’s then-
nascent digital wallet scene. In recent years, however, Paytm has 
seen its popularity slip thanks in part to the emergent UPI, and a 
mandate by RBI for mobile wallets to conduct KYC verifications.25  
Like other digital wallets, Paytm has been expanding its service 
into super-app territory. Customers can pay for movie tickets, 
bills, education services and physical goods through the app and 
Paytm’s browser-based interface. However, as the digital wallet 
industry contracts, the platform has struggled to monetise its 
shrinking payments business, despite its widespread acceptance 
by online and offline merchants in India. The app has integrated 
with rival PhonePe’s parent company, Flipkart to enable 
e-commerce payments,26  and is also making a play to launch 
its own mini app store in order to challenge the dominance of 
Google Play, after a highly-public spat with Google.27 

American tech giant Amazon made big financial bets on India, 
with massive investments in payments infrastructure being used 
to grease its e-commerce business and launch a super-app 
ecosystem.28 Despite investing heavily, building out a foothold 
among brick-and-mortar merchants, and even launching India-
specific services, like P2P payments, Amazon Pay is struggling 
with losses.29  

Despite a rocky start, Facebook’s social messaging app 
WhatsApp finally launched its Payment function in November 
2020 after years of fighting regulatory hurdles. WhatsApp 
Payment was launched just a year after PhonePe in an attempt 
to capitalise on the app’s 400 million users, its biggest market 

globally.30  The service was created in partnership with several 
local banks and designed to allow simple message-based 
P2P payments through the UPI system.31 Though the service is 
also looking relatively sluggish compared to competitors, most 
market watchers remain optimistic, based on predictions that 
app’s cultural dominance and convenience will win over users in 
the long term. 

India is home to one of the world’s most mature 
telecommunication industries in the world, so it’s no surprise 
that telcos have also begun spinning off their own digital 
wallets. Reliance Jio, one of the largest telcos in India, launched 
its JioMoney Wallet in partnership with the State Bank of India to 
enable financial transactions, mobile top-ups and bill payments. 
Users can also link their bank cards to the wallet for payments, 
alongside using the app’s UPI integration.32 

Other telcos like Airtel (Airtel Money), Vodafone (m-pesa) and 
Tata (mRupee) have also made digital wallet offerings available, 
but moving forward, there is a possibility that telcos will see 
more opportunity in India’s nascent direct carrier billing space. 
There are definitely challenges: though the country has over 460 
million internet users, only 27.3% of the population has access to 
a smartphone.33 However, most of the country interacts with the 
internet through a mobile phone, and the increasingly affordable 
rate of data plans will mean more users are coming online than 
ever before. 

Direct carrier billing could also make inroads among India’s 
almost 200 million unbanked, as well as its huge rural population. 
The Indian government has launched a slew of policies targeted 
at financial inclusion, such as the Aadhaar digital ID initiative, 
which has helped drive access to digital banking initiatives, but 
many Indians still find themselves underserved.34 Direct carrier 
billing could allow telcos to skirt the shrinking mobile wallet 
industry and carve out its own path in the fintech sector.  

Paytm, which is India’s leading e-wallet, charges 
no fees to businesses using an all-in-one QR code 
if the payment is received via UPI or RuPay debit 
cards. For businesses receiving payments through 
their Paytm e-wallets, there are no charges for 
payments of up to INR100,000 ($1,374). Any 
transaction larger than this is charged a fee of 
0.84% + GST10  

Google does not charge any transaction fees to 
merchants using Google Pay for Business Android 
App to accept payments from their customers.11 

In 2019, the Indian government imposed a new 
rule disallowing banks from charging a fee of 2% 
on digital payments to those retailers who had 
payments volume of at least INR500 million ($6.9 
million) a year.12 

Top e-wallets: Paytm, Google Pay and PhonePe13
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