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Platform Economics:

The Rise of Super-Apps and Digital Ecosystems in India.

Sep 2025 | Theme 405

"What UPI did for payments,
ONDC will do for commerce.”
Nandan Nilekani

The 'SIB Students' Economic Forum' is designed to kindle interest in the minds of the younger
generation. We highlight one theme in every monthly publication. Topic of discussion for this

month is Platform Economics.

A fundamental economic
transformation is underway, moving
silently but seismically through the
daily routines of over a billion
people.

The traditional "pipeline” model of
business - where companies create
goods or services and push them to
consumers - is being eclipsed by a
more dynamic and powerful force:
the digital platform.

These infrastructures, which
facilitate interactions and
transactions between different
groups, are not just changing how
we shop or pay our bills; they are
redefining the very architecture of
commerce, labor, and value itself.
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At the forefront of this shift are
Super-Apps, integrated ecosystems

that aim to become the single,
indispensable gateway to our digital
lives. With its unique confluence of
demographic scale, deep mobile
penetration, and world-class public
digital infrastructure, India has
become a key global battleground
where the future of this economic
model is being forged.

Let’s examine the core economic
principles that give platforms their
power, analyze the strategies of the
titans competing to build India's
definitive super-app, and consider
the disruptive potential of
government-led initiatives like
ONDC.

Furthermore, we will place India's
journey in a global context and
explore the profound socio-
economic implications of this
platform-driven society.

The Great Reconfiguration:
From Linear Pipelines to Networked
Platforms

For over a century, the dominant
business model was the pipeline. A
firm controlled a linear series of
activities: designing a product,
sourcing materials, manufacturing it,
and pushing it out to customers



through a distribution chain. The
value was created upstream and
flowed one way. Think of a
traditional car manufacturer or a
newspaper publisher.

The core business challenge was
optimizing this supply chain for
efficiency and scale.

The platform model inverts this
logic. A platform's business is not to
create and sell a product but to
facilitate and orchestrate transactions
and interactions between two or more
distinct groups of users - what
economists call multi-sided markets.
Uber connects drivers and riders;
YouTube connects creators and
viewers; an e-commerce
marketplace connects merchants
and buyers.

The crucial shiftis in the core asset.
For a pipeline business, the primary
assets are physical and tangible
(factories, inventory). For a
platform, the primary assets are
intangible: the network of producers
and consumers, the data they
generate, and the trust established
through rules and governance. The
platform doesn't own the means of
production; it owns the means of
connection. Its primary economic
function is to reduce transaction
costs - the costs of searching,
bargaining, and enforcing
contracts - for its users.

The Anatomy of a Platform:

Core Economic Drivers

The remarkable growth and
defensibility of platforms are not
accidental; they are rooted in
powerful, interconnected economic
principles.

1. Network Effects:
The Platform's Centre of Gravity

This is the single most important
concept in platform economics. A
platform exhibits network effects
when its value to any given user
increases as the total number of
users grows.

Cross-Side Network Effects:

This is the self-reinforcing loop that
provides the explosive growth
potential. The more customers who
use Paytm, the more merchants are
compelled to join to access them.
The more merchants that join, the
wider the selection and the more
useful Paytm becomes for
customers. This creates a powerful
competitive advantage often
described as "demand-side
economies of scale," where the user

base itself becomes a formidable
barrier to entry.

Negative Network Effects:

It's important to note that network
effects can also be negative. For
example, on a ride-hailing platform,
too many riders in one area can lead
to congestion and surge pricing,



diminishing the value for riders.
Similarly, too many sellers on a
marketplace can increase
competition and make it harder for
any single seller to be discovered.
Successful platforms actively
manage these negative effects.

2, Solving the "Chicken-and-Egg"
Problem

Every new platform faces a critical
hurdle: how to attract users to one
side of the market when the other
side is still empty? Platform strategy
often revolves around innovative
solutions to this problem:

Subsidization:

The most common tactic is to
heavily subsidize the more price-
sensitive side of the market. The
"cash burn” from discounts and
cashbacks is a strategic investment
to rapidly achieve critical mass, the
tipping point at which network
effects become self-sustaining.

The Marquee User Strategy:
Platforms often attract a key
"marquee" user or group of users
who are so valuable that they bring
the other side of the market with

them. For example, a video game
console launching with an exclusive,
highly-anticipated game.

Single-Side Value Proposition:
Some platforms start by offering a
useful tool to users on just one side.
For example, OpenTable initially
provided software to restaurants to
manage their reservations. Once it
had a critical mass of restaurants
using its software, it could open up
the consumer-facing side for
bookings.

3. Data:
The Platform's Lifeblood and the Data
Flywheel

If network effects are the engine,
data is the fuel. Every transaction,
search, and click generates a stream
of data that creates a data feedback
loop, often called the Data
Flywheel. More users generate
more data, which allows the
platform to use machine learning to
improve its services (better
recommendations, more accurate
ETAs, personalized offers), which in
turn attracts more users, who
generate even more data. In a super-
app, this flywheel spins even faster,
as data from one vertical
(e.g., travel) can be used to
enhance another (e.g.,
financial services).

4. Governance and Trust:
The Invisible Architecture

A platform is not a neutral,
open field; it is a governed
ecosystem. The platform
owner sets the rules of
participation, moderates



content and manages disputes. Trust
is the currency that makes
transactions between strangers
possible. This is built through
mechanisms like:

Reputation Systems: Star ratings,
reviews, and badges.
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Insurance and Guarantees:
Offering protection against fraud or
poor service.

Moderation and Curation:
Ensuring quality and safety on the
platform. The ability to establish and
maintain trust at scale is a critical,
and often underestimated, function
of a successful platform.

The Indian Super-App Arena:

A Clash of Titans

India's unique digital landscape has
made it the perfect crucible for
super-app ambitions.

Paytm (The Fintech-First Mover):
Paytm leveraged the 2016
demonetisation event to become a
household name in digital
payments. Its strategy has been to
use its massive payments user base
as a funnel to

Pa g cross-sell

higher-margin financial services like
lending, insurance, and wealth
management. Its challenge lies in
achieving profitability while
navigating a highly competitive and
regulated fintech space, proving
that a payments platform can
successfully evolve into a full-
fledged financial services ecosystem.

Tata Neu

(The Conglomerate's Digital Gambit):
The Tata Group's super-app is a bold
attempt to synergize its sprawling

empire of
~ trusted
TATA legacy

N E U brands. Its

unique
advantage is the combination of a
vast offline retail footprint with a
rich repository of consumer data.
The central pillar of its strategy is the
"NeuPass" loyalty program,
designed to incentivize transactions
across the entire Tata ecosystem and
create high switching costs. The
primary hurdle is the immense
technical and organizational
challenge of integrating these
diverse, century-old businesses into
a single, seamless digital experience.

Jio Platforms

The Telecom-Led Ecosystem: Reliance

Jio's strategy was a masterclass in

platform building. It first acquired

hundreds of millions of users by

offering disruptively low-cost
mobile data, creating a
massive "attention
utility."

With this captive
audience, it then systematically
layered a suite of digital services -



JioMart for commerce, JioSaavn for
music, JioCinema for video - to
monetize the network it had built.
Backed by deep pockets, it
represents a "walled garden”
approach on an unprecedented
scale.

ONDC:
The Great Unbundling or a Grand
Experiment?

a RO ®

I @
o F/ﬂ C
Open Network for Digital Commerce

The rise of these powerful
ecosystems has raised concerns
about market concentration and the
power they wield over smaller
businesses. In response, the Indian
government has architected a
globally unique and audacious
project: the Open Network for
Digital Commerce (ONDC).

ONDC is not another platform; itis a
set of open-source specifications
and network protocols based on the
Beckn Protocol. Its goal is to
unbundle and democratize e-
commerce.

The vision is to create a level playing
field where any small seller can be
discovered by any buyer, regardless
of the app they use. However, the
path is fraught with challenges:

Fragmented User Experience: Who
is responsible for customer service
when a buyer on App A, a seller on
App B, and a logistics provider C are
involved in a single failed
transaction? Ensuring a consistent

and reliable experience is a major
hurdle.

The Discovery Problem:Ina
decentralized network, how does a
small seller get noticed? Private
platforms use sophisticated, often
paid, algorithms for discovery. ONDC
needs to solve this to prevent it from
becoming a sea of undifferentiated
listings.

Logistics and Fulfillment:
Standardizing logistics and ensuring
reliable delivery across thousands of
independent providers is a massive
operational complexity that private
platforms have spent billions to
solve.

ONDC remains a grand experiment.
Its success hinges on its ability to
solve these complex coordination
problems and convince both
consumers and sellers that an open
network can be as efficient and
trustworthy as a closed one.

The Global Context and Socio-
Economic Impact

India's platform journey is not
happening in a vacuum. It



represents a distinct "third way"
compared to other global models.

The Global Platform Landscape:

The Chinese Model: Dominated by
private behemoths like Tencent
(WeChat) and Alibaba (Alipay),
which have created deeply
integrated, all-encompassing super-
apps that function as quasi-
operating systems for daily life, all
within a unique state-supervised
regulatory framework.

The US Model: Characterized by
giant, vertically-focused tech
companies (Google, Apple, Meta,
Amazon, Microsoft) that have built
massive global platforms. The
regulatory approach has historically
been hands-off, though it is now
shifting towards antitrust scrutiny.

The European Model: Defined by a
"regulation-first" approach, with
frameworks like the General Data
Protection Regulation (GDPR) and
the Digital Markets Act (DMA)
aiming to control the power of large
platforms and protect consumer
rights and data privacy.

The Indian "Third Way": India is
pioneering a unique hybrid model. It
uses state-sponsored, open-protocol
public digital infrastructure - the
India Stack (Aadhaar for identity, UPI
for payments, and now ONDC for
commerce) - as the foundational
rails upon which private companies
can build and innovate. This
approach aims to foster competition
and prevent the data monopolies
seen elsewhere.

The Double-Edged Sword:
Socio-Economic Implications in India

The rise of platforms is creating
deep-seated changes in the fabric of
Indian society.

Labor and Employment:
Platforms have created millions of
gig-work opportunities for drivers,
delivery partners, and freelancers,
offering flexibility and low barriers
to entry. However, this has also
sparked a major debate about the
future of work, centering on issues
of income stability, lack of social
security benefits (like pensions and
health insurance), and the
classification of these workers as
"partners" rather than "employees.”

Financial Inclusion:

Platforms are a powerful force for
financial inclusion. A small street
vendor using a QR code for
payments generates a digital
transaction history. This data can be
used by fintech lenders to
underwrite small loans, providing
access to credit for individuals who
would be invisible to the traditional
banking system.

Consumer Welfare & Algorithmic
Bias:

While consumers benefit from
unprecedented convenience and
choice, there are growing concerns
about algorithmic pricing (surge
pricing), the potential for
algorithmic bias to perpetuate social
inequalities, and the immense
power platforms must shape



opinions and preferences through
curated content feeds.

Architecting India's Digital
Destiny

India stands at a pivotal moment.
The choices made today by
policymakers, entrepreneurs, and
consumers will determine the
architecture of its digital economy
for decades to come. The narrative is
no longer just about convenience; it
is about competition, inclusion, and
power. The tension between the
vertically integrated, closed-
ecosystem model of the super-app
and the horizontally-integrated,
open-network model of ONDC

represents a fundamental debate
about the nation's economic future.

Will India's digital destiny lie in the
walled gardens of a few powerful
conglomerates, or in a decentralized
bazaar built on open public rails?
The answer will likely be a uniquely
Indian synthesis of both.

What is certain is that the principles
of platform economics will continue
to be the primary force shaping
India's next decade of growth,
presenting both immense
opportunities and complex
challenges that will define a
generation.
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