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RBI's PA License Drive: A Data-Oriented Look at India's

Competitive Payments Ecosystem

The regulatory trajectory of digital payments in India has just hit a critical inflection point. The
Reserve Bank of India's (RBI) recent directive mandating compulsory licensing for all Payment
Aggregators (PASs) isn't merely bureaucratic housekeeping; it's a fundamental restructuring of
the ecosystem. The cascade of final license approvals we're witnessing today is actively reshaping
the competitive landscape, institutionalising crucial risk management, and clearly defining the
next, more compliant phase of India's $1.90 Billion Payment Gateway Market (2024 valuation).
This move is a strategic lever to formalise the industry, and its effects on market share and
competitive hierarchy will be profound.

The Regulatory Imperative: Why the PA Mandate Matters

The RBI first introduced the guidelines for Payment Aggregators in March 2020, with a clear goal:
to bring the entire online payment transaction life cycle under its direct regulatory purview. Prior
to this, many PAs operated as mere technology service providers without a specific license, leading
to concerns around customer data security, settlement risk, and adherence to anti-money
laundering (AML) and know-your-customer (KYC) norms.

1. Defining the Payment Aggregator

A Payment Aggregator facilitates e-commerce sites and merchants to accept various payment
instruments from customers. They pool the funds collected from customers and transfer them to
the merchant after a time lag. The core RBI directives for PAs include:

e Mandatory Authorisation: Every non-bank entity providing PA services must obtain
authorisation from the RBI. This created a rush of applications and subsequent scrutiny.
Net Worth Requirement: Entities were required to achieve a minimum net worth of ¥15
Crore by March 31, 2021, and subsequently 25 Crore by March 31, 2023. This critical
financial criterion forced consolidation and discouraged under-capitalized players.
Merchant Due Diligence: PAs are now fully responsible for the compliance and due diligence
of the merchants they onboard, significantly enhancing accountability.
Fund Settlement: PAs must hold merchant funds in an escrow account with a scheduled
commercial bank, thereby ring-fencing customer money from the PA’s operational risks.

2. The Approval Wave and Its Significance

After a period of scrutiny, a wave of final approvals has been granted, including major players like
Razorpay, PayU, Cashfree Payments, Pine Labs, and most recently, Paytm Payment Services.
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e For major players who were operating with only an ‘in-principle' approval, the final license
means they can now operate without the previous regulatory overhang, which in some cases,
like Paytm, had restricted them from onboarding new merchants.

e The licensing process has also expanded its scope to include Physical Point-of-Sale (PoS)
PAs, integrating the online and offline payments world under a single regulatory umbrella.

The Indian Payment Aggregator Market: A Data Deep Dive

The regulated payments sector is a cornerstone of India's broader fintech market, which is
projected to grow from an estimated value of $110 billion in 2024 to around $420 billion by 2029,
reflecting a robust Compound Annual Growth Rate (CAGR) of 31%.

1. Market Size and Growth Trajectory

The market for payment aggregation and gateway services in India is one of the world's fastest-
growing:

Metric Value (FY2024- | Projected Value | CAGR (2025-2030)
2025) (2030)

India’s Payment | $ 1.9 billion $3.16 billion 8.70 percent
Getaway Market-
Size

Transaction  Value | $1.815 trillion (as of | $5.97 trillion 14.54 percent
of-Online Person-to- | 2023)
Merchant Payment
Aggregation Market

The online Person-to-Merchant (P2M) segment, which is the primary domain of Payment
Aggregators, is experiencing explosive growth. P2M transaction volume has surged, growing by
an impressive 68% from 1H 2023 to 1H 2024, reaching 48.94 billion transactions. This massive
transaction flow highlights the critical role PAs play in enabling e-commerce and digital business.
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2. Digital Payments Dominance
The overall dominance of digital payments, powered by PAs, is evident across various metrics:

UPI's Share: UPI accounted for 64% of India’s payment gateway market share in 2024.
QR Code Penetration: The deployment of UPI QR codes saw a remarkable growth of 39%
between January 2023 and June 2024, surging to 340 million codes, demonstrating the deep-
seated integration of PAs’ services at the merchant level.

Average Ticket Size (ATS): The ATS for P2M transactions dropped to 643 in 1H 2024 (from
%667 in 1H 2023), indicating that UPI and PA services are increasingly the preferred method
for high-volume, low-value microtransactions.

The Competitive Landscape Post-Approval

The RBI’s licensing regime has been a major catalyst for consolidation and differentiation in the
market. The compliance requirement has acted as a barrier to entry, particularly for smaller, less-
funded startups, while cementing the dominance of well-capitalisO0ed fintech giants.

1. The Big Four and the Rise of Super-PAs

The competitive landscape is now clearly led by a few players who have successfully navigated
the stringent compliance process. These 'Super-PAs' are leveraging their authorised status to
transition from pure payment processors to comprehensive business enablement platforms:

Payment Regulator | Regulatory Status | Key Differentiator Competitive Strategy

RazorPay Final PA License Full stack financial | Embedded  Finance,
services (banking, | Vertical SaaS
lending, payroll) integration,
international
expansion.

Final Online PA | Strong focus on | Cross-selling financial
Approval credit/lending and | services, strategic
cross-border payments | acquisitions,  global
scale.
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CashFree Payments | Final PA License | Specialisation in instant | Focus on B2B
settlements, bulk | embedded finance and
payouts, and Payout | rapid disbursement
API solutions.

Pine Labs All 3 Key Licenses | Strong PoS and offline | Omnichannel play,
(PA, PG, Cross-| merchant ecosystem, | bridging online and
Border) gift cards/loyalty offline commerce
seamlessly.

PayTM Payment | Final Online PA | Large existing merchant | Leveraging  existing
Services Approval base, super-app | ecosystem for cross-
ecosystem selling and merchant
services.

The full authorisation for companies like Paytm allows them to re-enter the merchant onboarding
race aggressively, directly intensifying competition, especially in the crucial Small and Medium
Enterprise (SME) segment. The market concentration remains high, with the top players
controlling the majority of online transaction volume.

Strategy Shifts and the Future Blueprint

The new regulatory environment is forcing Payment Aggregators (PASs) to pivot sharply from the
razor-thin margins of simple transaction processing- a necessity given the pressure from zero
MDR on UPI. The competitive edge is now squarely in Value-Added Services (VAS):

1. Embedded Finance: PAs are embedding credit, lending, and insurance directly into the

merchant's workflow, shifting their revenue model from transaction fees to interest income and
subscriptions.
Omnichannel & Data Power: They are dominating the ‘phygital' space with integrated
solutions (like PoS and Soundboxes). Critically, PAs now hold a goldmine of clean, regulated
merchant data, forming the foundation for low-risk working capital loans to address India's
estimated $360 billion MSME credit gap.
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Implications for Merchants, Consumers, and Fintech Startups

The regulatory tightening presents a distinct mix of opportunities and challenges for all
stakeholders.

1. Enhanced Trust and Security for Merchants and Consumers

The most significant immediate impact is the institutionalisation of trust. Merchants and
consumers are now assured their transactions are processed by entities meeting the RBI’s stringent
standards for data security and financial integrity.

e Lower Risk: The mandatory escrow account structure significantly reduces the risk of
merchant funds being misused or delayed.

e Digital Inclusion: Improved compliance and a safer framework are crucial for accelerating
adoption, particularly across Tier-2 and Tier-3 cities.

2. Challenges for Fintech Players

The %25 Crore net worth requirement has raised the regulatory bar considerably, making

independent entry virtually impossible for smaller startups. This mandate fuels **consolidation
through compliance,” creating a two-tiered market:

e Authorised PA Giants: Consolidated, well-capitalised 'Super-PA’s dictate the core
infrastructure.
API-Layer Service Providers: Smaller FinTech’s must pivot to acting as technology partners
to the licensed PAs, focusing on niche services like fraud detection or billing.

Future innovation will primarily occur on the platforms of these major licensed PAs, rather than
competing directly against them.

Conclusion: A New Blueprint for Growth and Governance

The RBI’s comprehensive licensing regime marks a watershed moment, signalling a shift from a
‘growth at all costs' narrative to one that prioritises governance, consumer protection, and
sustainability. The digital payments market is accelerating, with online P2M aggregation services
potentially approaching $6 trillion in value over the next decade.

The final PA approvals have professionalised the industry. The next competitive phase will be won
by the integrated 'Super-PAs' that can effectively bundle embedded finance, execute a seamless
omnichannel strategy, and build the deepest layer of merchant trust. The PA licences haven't
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slowed the payments revolution; they have institutionalised it, laying a robust, resilient foundation
for the next generation of India’s digital economy.

Disclaimer: This article provides general information existing at the time of preparation and we take
no responsibility to update it with the subsequent changes in the law. The article is intended as a
news update and Affluence Advisory neither assumes nor accepts any responsibility for any loss
arising to any person acting or refraining from acting as a result of any material contained in this
article. It is recommended that professional advice be taken based on specific facts and
circumstances. This article does not substitute the need to refer to the original pronouncement.
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