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Strategic marketing management is essential in ensuring that organisations effectively respond to the dynamism in the external environment and maintain competitive advantage (Klimova et al., 2023). With a fast-changing digital payments business environment, it is vital to comprehend the manner in which companies respond to macro-environment shifts to be successful in the long term. To examine how strategic positions affect organisational responses, this analysis will concentrate on two organisations: PayPal as the pioneer and Google Pay as the follower (Jindal, 2023).
The growth of the digital payments industry is associated with the rise of e-commerce, widespread use of smartphones and the constant innovation in technology. It is also very competitive and is defined by platform-centric ecosystems, network effects, and fast consumer behaviour change. Organisations are also fighting with providing secure, efficient, and seamless payment solutions, and frequently incorporate their services into more extensive digital ecosystems to maximise customer value and retention (Mızrak, 2023).
Examination of the macro marketing environment is crucial in strategic decision-making, where external environmental changes, including technological changes and legal regulations can present opportunities and threats. Models like PESTLE offer a systematic way of determining these influences and evaluating how they affect organisational performance (Perera, 2017).
This discussion has two sections. Task 1 critically assesses major macro-environmental factors that have impacted on both organisations and Task 2 compares the strategic responses of the organisations in relation to the relevant models to determine how competitive advantage is developed and maintained.
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[bookmark: _Toc224695605]2.1 Macro Marketing Environment
Macro marketing environment refers to external forces that affect organisational strategy and are beyond direct control (Doroshenko and Romanchak, 2023). These forces are commonly analysed using the PESTEL framework - Political, Economic, Social, Technological, Legal and Environmental ones - to determine strategic opportunities and threats (Perera, 2017).
Technological and Legal factors are especially important in the digital payments industry since the industry is characterized by innovation and adherence to regulations. The fast development of mobile payment technologies, artificial intelligence, and digital infrastructure has changed the way transactions occur. Meanwhile, legislative frameworks on data protection, financial safety, and competition dictate the market access and operational plans (Oyewole et al., 2024).
These elements are strategic because the industry is enjoying massive growth. The world is increasingly adopting digital payment transactions. Also, more than 4.5 billion individuals (out of the entire population of more than half the world) have digital wallets, showing the level of technological acquisition (Mexc, 2026). This quick growth makes the competition stronger and makes the adjustment to the new technological and regulatory conditions more important to organizations such as PayPal and Google Pay.
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PayPal faces threats and opportunities in technological advancement.
Opportunities:
Early adoption of technologies helped PayPal to achieve a notable competitive edge as a secured platform to carry out transactions through the Internet (Jindal, 2023). There are opportunities in the development of e-commerce and digital wallets. The growing user base facilitates the ongoing relevance of PayPal as 3.7 billion global digital wallet users in 2023 are expected to increase to 5.4 billion by 2028 (Tomic, 2023). Moreover, the growth of global digital payment volumes presents PayPal with a chance to develop its services and partnerships.
Threats:
The technological disruption is however a significant threat. The mobile-first ecosystems have minimized dependency on single platforms (Omotayo et al., 2023). The mobile wallet is popular because of convenience and integration. An example is that, consumers are currently 165% more likely to use digital wallets as compared to other web-based payment methods (Stripe, 2023). This tendency does not favor PayPal, which is a web-based system.
Moreover, the emergence of platform-based competitors and super-app ecosystems increases the competition. Even in certain markets where some suppliers have up to 90% share of mobile payment (e.g., China), it shows just how fast technological leaders may centralize the power (CGAP, 2019).
Implications for competitive advantage:
Although PayPal continues to boast strengths of trust and global reach, technological change has undermined its first-mover power. It is currently operating in a more fragmented and novelty-oriented environment, and it has to constantly adapt to preserve its competitiveness (Dagher, 2025).
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One of the opportunities provided to Google Pay is technological factors.
Opportunities:
Google Pay as a follower was introduced when smartphone usage was gaining rise, and it could take a mobile-first approach (JAIN, 2025). Its implementation in the Android platform offers payment experiences with ease. The magnitude of mobile use is also high with the global mobile payment market projected to reach over 26 trillion in 2032 compared to 4.97 trillion in 2025 (Fortune Business Insights, 2026).
Emerging markets have also been an advantage to Google Pay. Faster Payments is ranked as the second most-used payment method nationwide with 75% of grown-ups utilizing mobile banking, and it underscores the prevalence of electronic and contactless approaches to payments (UK Finance, 2024). Google Pay is an important player of this system, as it has proven its capability to use technological infrastructure to grow quickly.
Threats:
Though these benefits exist, reliance on technology poses weak points. Google Pay is vulnerable to cybersecurity and system failures due to the dependency on digital infrastructure (George, Baskar and Srikaanth, 2024). Also, intense rivalry in mobile ecosystems constrains differentiation, as various companies provide comparable services.
Implications for market position:
The technological flexibility of Google Pay enhances its competitiveness as an innovative follower. It has the advantage of ecosystem integration compared to PayPal, and it can achieve market share in high-growth regions rapidly (Zerboni, 2023).
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The factors of legal present opportunities and threats to PayPal.
Opportunities:
The established history of PayPal has led to the development of powerful compliance. This forms entry barriers, with the new companies being required to withstand sophisticated regulatory obligations, including anti-money laundering (AML) and Know Your Customer (KYC) regulations. Its security reputation improves customer trust, which is essential in the financial services (PayPal, 2025; PayPal, 2025).
Threats:
Nevertheless, growth of the regulatory complexity increases operational costs. To be in line with international regulations, large amounts of money have to be spent on data protection and risk management systems. Also, the problem of regulatory fragmentation among markets complicates the global expansion strategies (Kumar and Jayasurya, 2025).
Implications for competitive advantage:
Although regulatory expertise will boost PayPal credibility, higher compliance rates could undermine flexibility and speed to innovate, which can undercut its competitiveness against more nimble competitors.
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Legal issues also pose both opportunities and increased risks to Google Pay.
Opportunities:
Government programs encouraging online payments provide a growth opportunity. Indicatively, Regulatory frameworks, including Open Banking under the PSD2 and the creation of real-time infrastructure, including Faster Payments, have increased accessibility, innovations, and competitive banking services (Omoseebi et al., 2025). These policies will help Google Pay grow fast in a new market.
Threats:
Regulatory scrutiny, however, is a big challenge. Governments and regulators in the United Kingdom have increasingly emphasised the need to prevent market dominance in digital payments by promoting competition and limiting the power of large technology firms (Payment Systems Regulator (PSR), 2026). Data privacy and competition issues are also a regulatory concern that adds to compliance requirements.
Implications for market position:
Google Pay, as compared to PayPal, is more vulnerable to regulatory risk because of its scale and data-driven model. Nevertheless, it is easier to adapt and grow because of its compatibility with the government-supported systems (Jindal, 2023).
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PayPal being a first-mover organisation has had to constantly revise its strategic stance as a result of rapid technological change and increasing competition by mobile-first entrants (Jindal, 2023). Its strategic reaction can be efficiently analyzed by the Growth Matrix created by Ansoff, which outlines how the company maintains its growth by means of multiple strategic orientation (Zugay and Zakaria, 2023).
Market Penetration:
PayPal has concentrated on maximizing the usage between its current customer base by making the service convenience and broadening the types of transactions (Zugay and Zakaria, 2023). The company reported about 439 million active accounts and more than 25 billion transactions per year, which proves its capability to further penetrate the market with the help of its size and user activity (PayPal, 2024). The launch of Buy Now, Pay Later (BNPL) services is one such initiative, and it will help PayPal to boost its transactions and acquire a portion of the fast-growing consumer credit market. According to industry data, the use of BNPLs is growing worldwide making it possible that PayPal can gain more value out of the already existing markets (Peltomäki, 2025).
Product Development:
PayPal has launched additional products in response to the disruption posed by the technology to match the changing consumer preference (Jindal, 2023). The creation of both mobile applications and the capability to use digital wallets is indicative of transition to mobile-first interaction. Markedly, Venmo has emerged as a strong driver of growth indicating that PayPal is trying to attract younger and digitally savvy consumers (PayPal, 2025). Further, PayPal has invested in artificial intelligence fraud detection and personalised services, improving the security and user experience. These innovations show an effort to keep up with the rapidly changing technological environment (Shivarudraiah, 2022).
Market Development:
PayPal has used geographic expansion as a way to maintain the growth and currently serves over 200 markets across the globe (PayPal, 2024). Such wide international presence allows reaching a variety of customer segments and revenue streams. Nevertheless, growth has been hampered by the presence of well-established local firms and different regulatory environments, which confine the capacity of PayPal to repeat its initial success in all markets. Since digital payments are becoming increasingly localised, and ecosystem-based, PayPal is struggling with the need to tailor its global model to regional needs (Dagher, 2025).
Diversification:
Another area that the company has diversified into has been related to its financial service provision, such as cryptocurrency trading and merchant solutions. The total payment volume processed by PayPal in 2024 was around $1.79 trillion, showing the magnitude of its diversified transactions (PayPal, 2024). Although diversification leads to the development of new revenue streams, it also increases complexity and the organisational risk of new form of competition and responsible oversight (Zugay and Zakaria, 2023).
Critical Evaluation:
The strategic direction of PayPal is indicative of a shift between a leadership pioneer and an adjustive incumbent (Dagher, 2025). This reliance on market penetration and incremental product development means that its approach is very reactive and is responding to the changes in the industry rather than initiating them. Its brand reputation, international infrastructure, and trust gained on the competitive advantage have reduced its relative market power due to its slowness to transition to mobile ecosystems. Consequently, PayPal will also be among the key competitors, but the competitive power of the long run will be based on the ability to be more innovative and translate its services to the larger digital ecosystems (Jindal, 2023). 
[bookmark: _Toc224695614]3.2 Follower Organisation’s Strategic Responses (Google Pay)
Google Pay has followed a separate strategic direction as a follower through technological innovation and ecosystem integration. Rather than imitating the strategy of PayPal, it has positioned itself as a mobile-first payment product embedded in larger digital ecosystem (Omotayo et al., 2023). It is possible to analyze this strategy according to Porters Generic Strategies, in particular, differentiation (Acar, 2024).
Differentiation Strategy:
The feature that sets Google Pay apart is its inclusion into the bigger Google ecosystem that incorporates Android, web services, and applications (Gaikwad, 2024). This integration enables the user to easily conduct business in different platforms making it convenient and eliminating friction. The value of the global mobile payments market is projected to reach approximately $4.7 trillion in transaction value in 2025 and additional high rates of growth are expected, which highlights the increasing importance of mobile-first solutions (Fortune Business Insights, 2026). Google Pay design is also relatively in line with these tendencies, and this platform is a customer-oriented and technological-oriented platform. 
Cost Leadership Strategy:
Google Pay is not a conventional cost leader, however, the difference is that the broader business strategy allows Google to charge a zero payment service or a minimal direct cost to the users (Google Pay, 2026). The pricing model assists to quickly get users on board and stimulate the development of effects of network which is decisive in platform-based markets. By reducing the entry barriers, Google Pay can expand rapidly, giving it a competitive edge over conventional payment platforms such as PayPal (Jindal, 2023).
Focus Strategy:
Google Pay follows a strategy of focus by integrating the services into daily digital lives. Because it is a part of the Android operating system, it has access to a wide global user base. The ecosystem-based model would allow Google Pay to add payments to several additional services, such as online shopping and in-app solutions (CHRISTARAS et al., 2025). Through such integration, it improves its level of user dependency and boosts its competitiveness through its ability to produce a unified digital experience (Acar, 2024).
Critical Evaluation:
The strategy of Google Pay is mostly proactive and innovation-based, which allows it to take advantage of the new technological possibilities better than PayPal (Jindal, 2023). Its capacity to take advantage of an existing ecosystem is a huge competitive advantage because the scaling is quick and the network effects are strong. But this approach also comes with introduction of risks, especially those related to the areas of data privacy and regulatory oversight of big tech companies. Also, its dependence on indirect monetisation puts into question the long-term profitability and sustainability.
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In conclusion, the analysis demonstrates that macro-environmental factors play a crucial role in strategic marketing decisions in the digital payments sector. The analysis of technological and legal environment reveals that the external environment presents opportunities and threats to organisations thus determining the competitive positioning of these organisations. In the case of PayPal, technological change and changing regulatory demands have challenged its first mover position and had to constantly adapt its product and offer diversification. On the other hand, Google Pay has taken advantage of technological changes and integration with the ecosystem to consolidate its position in the market as an innovative and adaptive follower.
The comparison of strategic responses also demonstrates that PayPal is based on incremental approaches of growth, which can be revealed with the help of Ansoff Growth Matrix, whereas Google Pay implements differentiation strategies, which are supported by Porters Generic Strategies. This comparison shows how the pioneers and followers react to the same environment conditions differently, as the latter tend to use newer technologies to compete more successfully.
On the whole, the results point to the role of environmental scanning in strategic marketing management. Constant monitoring of the macro-environmental forces helps organisations to predict the changes, avert risks, and new opportunities. Furthermore, adaptive marketing plans are also necessary in industries that are very dynamic, where competitors can change very quickly due to technological innovation and regulatory changes. Companies that successfully match their strategies to the external environment are in a better position to maintain a competitive advantage and longer-term development.
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