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ABSTRACT:

Blinkit’s acquisition by Zomato in 2022 marked a significant stepping stone into India’s digital
economy and food-tech sector. This research paper digs deeper into the investigation of the deal's
background and strategic rationale, analytical studies, and financial structuring, with a deeper dig into
the significant roles played by business analytics and investment banking to make the deal a reality.
Acquiring Blinkit proved a well-thought-out shift for Zomato, for it could align itself with emerging
consumer and market trends, and face competition from other players in the market, such as Swiggy
Instamart, and Zepto.

From evaluating Blinkit’s customer data, all the way to forecasting profitability and operational &
integrational synergies, Business analytics played an extensive role. Various aspects of Blinkit’s
business, such as consumer behaviour, delivery efficiency, and potential for growth in the quick
commerce sector, were studied using data-driven models. At the time of acquisition, Blinkit faced
mounting losses; hence, predictive analytics and key performance indicators were vital in risk
assessment.

The role of investment banking in financially structuring the 568 million dollar all-stock deal was
crucial. This paper outlines how investment banks facilitated negotiation strategies and regulatory
compliance, ensuring that the deal aligned with shareholders' interests and Zomato's long-term vision.

Through qualitative and quantitative analysis, this research also reflects on the implications of the
acquisition on Zomato’s financials, investor sentiment, and market positioning. It identifies the blend
of analytics and finance as a decisive force in modern mergers and acquisitions, particularly in tech-
driven sectors.

Ultimately, this paper argues that the Zomato-Blinkit acquisition is more than a business expansion —
it is a case study in how data and financial literacy can be harnessed together to shape strategic decisions
in an ever-changing, rapid economy.

INTRODUCTION:

In today’s fast-paced world, every second counts—and so does every business decision.
Strategic acquisitions are key to achieving market dominance in India’s fiercely competitive
food and grocery delivery sector. One such pivotal moment was Zomato’s acquisition of Blinkit
in 2022, marking Zomato’s entry into the quick commerce space. This deal wasn'’t just a guess
but a bold move backed by smart data analysis and expert financial planning. Originally
beginning as a food delivery and restaurant review platform, Zomato soon grew into a
household name. Blinkit, on the other hand, earlier known as Grofers, introduced the quick
commerce concept in India through its instant delivery services. As competition intensified,
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Zomato’s acquisition of Blinkit was a high-stakes foray into a new business sector. The deal
highlighted Zomato’s ambition to build a one-step solution for everyday consumer needs,
ranging from meals to market items. While this deal garnered investor attention and wide
media coverage, there is still relatively less information/ research on how financial strategy
and business analytics guided the decision. Most reports focus on the deal's outcomes, rather
than the insights, tools, and strategies that made the deal a reality. This paper aims to shed
some light on the behind-the-scenes process of this deal. The paper aims to assess how
business analytics and investment banking were used to execute this deal. Further, it explores
how various tools were used to assess Blinkit's valuation and align the deal with Zomato’s
long-term strategies and goals. This paper draws information from sources such as Zomato’s
official tech blogs, company investor reports, Blinkit's official website, financial news portals,
and industry publications. The information is viewed through a financial and technological lens
to assess the deal's methodologies. Zomato’s acquisition of Blinkit was a strategic move
powered by data insights and financial expertise, showing how modern companies rely on
business analytics and investment banking to drive high-impact business decisions.

RESEARCH OBJECTIVE:
The objective of this research is to gain a thorough understanding of the strategic, analytical,
and financial dimensions of the Zomato-Blinkit acquisition. Even though this deal has garnered
widespread attention from the media, there remains a gap in academic literature exploring the
core strategies that shaped it. This research paper aims to bridge this gap by highlighting the
pivotal roles of business analytics and investment banking in the context of mergers and
acquisitions in the business world. To achieve this aim, the following are the key objectives:
1. Overview of M&A in the tech and e-commerce sector:
To investigate the general ideas, patterns, and driving forces underlying mergers and
acquisitions in the internet and e-commerce industries, with an emphasis on the typical
structure of these transactions and their strategic significance in quickly changing
digital marketplaces.
2. Background of the Acquisition:
To find out the exact reasons behind the acquisition, including market conditions, and
the value Zomato saw in entering the quick commerce sector.
3. Role of Business Analytics in the Acquisition:
To identify how various analytics tools helped in decision making, and helped Zomato
identify Blinkit as an ideal acquisition target, and forecast its potential synergies, risks,
and profits.
4. Role of Investment Banking in the deal:
To assess the role of reputed Investment banks and bankers during the acquisition
process, specifically in domains such as company valuation, structuring the deal,
financial modeling, and various other aspects.
5. Challenges and Risks in the acquisition:
To take into account the many challenges and inherent risks faced during the
acquisition, including legal and regulatory hurdles, financial uncertainties, operational
compatibility, and integration issues.
6. Impact of acquisition on Zomato’s business:
To evaluate both short-term and long-term aspects of this acquisition. It includes
financial performance, market position, and business strategies.
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1. Overview and Understanding of Mergers and Acquisitions in the Tech and E-

commerce Sector.

Mergers and acquisitions are widely used in the business industry for various
advantageous reasons. This subtopic explores the meaning of mergers and
acquisitions, the benefits of M&A, and why such deals are common.

Definition of Mergers and Acquisitions :

Mergers and Acquisitions, commonly known as M&A in the business world, are
corporate strategies involving a combination of businesses or assets through many
financial transactions. When two or more companies join hands and create a new
company, it is known as a Merger. Contrary to Mergers, when a company buys another
company, either in a civil manner or a hostile takeover, it is known as an Acquisition.
In an acquisition, the acquired company is included in the structure of the acquiring
company.

Mergers are usually done to increase market shares, create synergies, or improve the
effectiveness of their operations. Acquisitions assist company growth, reduce cut-
throat competition, gain new technology, and improve business operations.

Why do companies acquire startups?

Companies acquire startups for various reasons: to kill competition, to gain access to
innovation and new technology, to grow their customer base, to expand into new
markets, to accelerate growth, to create strategic synergies, etc.

Notable examples of Acquisitions :

Over the years, numerous companies have been acquired to meet common goals.
Some well-known acquisitions of reputed companies are as follows:

1. Facebook acquiring Instagram (2012)

2. Flipkart acquiring Myntra (2014)

3. Google acquiring YouTube (2006)

4. Microsoft acquiring LinkedIn (2016)

5. Amazon acquiring Whole Foods (2017)

Conclusion:

Among the many essential tools for growth in the tech and e-commerce sectors lie
mergers and acquisitions. They help companies expand their customer base, gain
access to new technology and innovations, and kill competition. The ever-changing
nature of these sectors calls for constant innovation and strategic decision-making. In
short, Mergers and Acquisitions play a crucial role in building the future of companies
in today's digital economy. Companies need to thrive in a highly competitive
environment, which is where M&A comes into the picture.

2. Background and Rationale of Zomato Blinkit Acquisition

In a fast-paced and volatile digital economy, bold moves define the future of major
companies. Zomato’s acquisition of Blinkit is one such notable example. This subtopic
explores the varying backgrounds of the two companies before the acquisition,
Zomato’s financial status before the acquisition, and most importantly, the deal's
timeline.

Overview of Zomato and Blinkit before the acquisition

Zomato was founded in 2008 by Deepinder Goyal and Pankaj Chaddah. Initially, it was
a platform for finding and reviewing restaurants, but soon it turned into a multinational
restaurant aggregator; an innovative solution for restaurants, that inculcates tech to
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bring together orders from multiple sources into one centralized product, to make it
easily accessible to all. It also expanded into cloud kitchens and dining out services.
Over time, it expanded globally into countries like the UAE, Australia, and Southeast
Asia. Zomato began competing with Swiggy, soon becoming one of India’s most widely
used food delivery platforms. It went public in July 2021 and was able to raise around
1.26 billion dollars by pricing each share at 76 rupees during its Initial Public Offering.
Blinkit, originally known as Grofers, was founded in 2013 by Albinder Dhindsa and
Saurabh Kumar. Its initial focus was on scheduled grocery deliveries, but it switched
to quick commerce in December 2021. It was renamed as Blinkit, and it now focuses
on 10-minute grocery deliveries, increasing convenience for consumers. It faced
cutthroat competition from brands already established in this sector, such as Swiggy
Instamart, Dunzo, and Zepto. The company faced financial issues and operational
challenges due to the high costs of 10-minute rapid deliveries, which made it a strategic
acquisition target for Zomato, which had already invested in the company back in 2021.
Zomato cleverly took advantage of the fact that Grofers was undergoing financial and
operational problems, hence, the acquisition was a strategic move for Zomato to enter
the quick-commerce market. Following is a timeline of the key events that took place
over several months, before the acquisition came into being :
1. June 2021: Grofers turned into a Unicorn
By this time, competition in this sector was growing rapidly. Big Basket, Grofer’s
largest competitor, was getting acquired by the Tata Group. Swiggy, Zomato’s
rival, was building its own e-grocery service, Swiggy Instamart. As a result, in
exchange for a 10% stake, Zomato invested around USD 100 million in Grofers,
at a valuation of USD 1 billion, making Grofers a Unicorn Company.
2. July 2021: Grofers announced its entry into the Quick Commerce Sector
Grofers took its fresh capital and ventured into the “instant deliveries” sector.
On July 27th, 2021, through a blog post, the company’s Co-founder and CEO,
Albinder Dhindsa, said, “Our work over the last 5 years allowed us the tools
and the privilege of enabling an ecosystem that could promise to deliver
groceries to every household in Gurgaon within 15 mins. Yesterday, over 7000
households experienced delivery within 15 minutes.”
3. August 2021: Grofers starts 10-minute deliveries
After the government approved Zomato’'s investment, Grofers took a step
ahead and announced 10-minute deliveries of over 7,000 daily essentials in 10
cities across India. Albinder Dhindsa said, “ While our average delivery times
are still hovering around the 15-minute mark, our eventual vision is to be below
10 minutes for every customer in India.” Initially, they received tons of backlash
from the public over concerns that it risked the lives of delivery partners,
however, Albinder resolved this issue by explaining their mode of action.
4. September 2021: Grocery Delivery service shut down
Taking into account the early warning signs of how tough the quick commerce
model would be, Zomato decided to shut down their grocery delivery service,
and they informed all their grocery partners that they would stop services by
September 17th, the reasons being: lousy customer experience, cutthroat
competition, and major order fullfillment issues. Zomato said, “ Grofers has
found high-quality product market fit in 10-minute grocery, and we believe our
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investment in the company will generate better outcomes for our shareholders
than our in-house grocery effort."
November 2021: Zomato bets on Grofers for Q-commerce growth
Zomato saw a huge potential in Grofers' 10-minute grocery delivery model and
decided to focus on investing in the company rather than building its own
grocery delivery service. It wished to build a hyperlocal e-commerce ecosystem
by expanding its horizons beyond food delivery. To achieve fruitful outcomes,
it planned to invest USD 1 billion in companies that fit this vision. Zomato
founder Deepinder Goyal said that they were excited about Grofers' growth and
wanted to support it through funding, thus subtly stating his intentions of a
possible merger with Grofers. There were rumors of a merger or acquisition
when Goyal confirmed that Zomato wanted to increase its investments in
Grofers, and a merger could happen if the founders agreed in the future.
December 2021: Blinkit was Born
Grofers rebranded itself as Blinkit, stating that it wanted to focus solely on
instant deliveries. It came up with a new mission statement: "Instant commerce
indistinguishable from magic." To achieve its goals, Blinkit planned to increase
its number of dark stores - warehouses used only for online orders. Their
primary goal was to have about 350 dark stores across 12 cities in India by
December. Grofers saw 5x growth, reaching 3 million monthly orders and 1
million quick-commerce users. Due to high demand, it shut down operations in
areas where 10-minute delivery wasn't possible.
February 2022: Goyal’s confidence in Blinkit
Zomato invested around USD 225 million in three companies, the most fruitful
one being that of Blinkit. Blinkit spearheaded instant grocery delivery services
in India, with an average delivery time of just 12 minutes. However, concerns
arose because he had personal investments in startups that Zomato was also
funding, leading to a conflict of interest.
March 2022: Zomato lends Blinkit USD 150 million to fuel growth
Despite Zomato’s investment, Blinkit struggled to keep up with stronger rivals
like Zepto, Dunzo, and Bigbasket, putting them into financial distress. Blinkit
fell into controversy due to reports stating that it was laying off employees,
shutting down dark stores, and delaying payments to suppliers. Thus, Zomato
decided to lend USD 150 million in parts. A controversial move, Zomato came
up with "Zomato Instant", its own 10-minute food delivery service. Goyal said
that this move was necessary to stay ahead of competitors.
May 2022: Zomato answers long-awaited queries
In its earnings update, Zomato responded to inquiries about Blinkit's future by
assuring investors that it remained hopeful about g-commerce. Goyal said that
Blinkit has shown improvement over the past six months by cutting operating
losses and that the company has early growth potential. Only a portion of
Zomato's USD 150 million loan commitment to Blinkit to fulfill short-term needs
has been extended; the remaining amount will depend on whether Blinkit needs
more funding.
June 2022: The Acquisition was announced
The long rumored and awaited Zomato-Blinkit acquisition was finally
announced on the 24th of June, 2022, for USD 586 million in an all-stock deal.
103
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The deal was approved in July, and all transactions were completed toward the
end of August.
e Zomato’s financial position before the acquisition:
Before acquiring Blinkit, Zomato revealed significant revenue growth, but also
faced significant complications and losses. Zomato's revenue increased from
USD 178 million in FY20 to USD 270 million in FY21 (ended March 31, 2021).
Nonetheless, its net loss was USD 110 million, as opposed to about USD 137
million the year before. In July 2021, Zomato launched its IPO, aiming to raise
USD 1.25 billion by offering shares at around 76 rupees each. This valued
Zomato at nearly $9 billion. Zomato’s strategic investment in Blinkit positioned
Zomato with substantial cash reserves, which enabled it to ultimately acquire
Blinkit.
Conclusion:
Thus, the Zomato Blinkit acquisition was a smart response to the growing
demand for quick commerce in India. This was visibly seen in the increasing
consumer preference for instant delivery services. Zomato wanted to expand
its services beyond food delivery, for which Blinkit, with its 10-minute delivery
model and existing infrastructure, showcased itself as an attractive target. The
deal increased Zomato’s long-term value proposition, for the acquisition was
well-aligned with both short-term and long-term goals of Zomato. The deal
conferred several benefits, such as expansion of a loyal customer base and
better logistical abilities. The logic behind this deal was rooted in rising market
trends and Zomato’s ambitious visions.
3. Role of Business Analytics in the Acquisition
In today's heavy world, business decisions can’t be taken solely by intuition, but are
powered by data-related insights. This subtopic explores the meaning of business
analytics, how Zomato used business analytics to study various dimensions of Blinkit's
business and assess its valuation, and a few notable examples of similar use of
analytics.
What is Business Analytics?
Business Analytics is the process of transforming raw, messy data into valuable
insights to make strategic business decisions. It is a critical skill in today's fast-paced
business world. It helps businesses understand patterns and trends from data to
improve performance, create new strategies, and ensure future success. The following
are it's components:
Components of Business Analytics :
Descriptive Analytics: what happened ( customer behaviour, sales reports )
Diagnostic Analytics: why it happened ( reasons for the drop in sales )
Predictive Analytics: what could happen ( forecasting supply and demand )
Prescriptive Analytics: what to do ( improving pricing strategies )
Business Analytics plays a pivotal role in M&A by making sense out of raw data, thus
helping enhance integration processes and maximize deal value. Through a thorough
analysis of finances, operations, and market data, firms can identify synergies, risks,
and predict future performance, leading to informed decisions.
How Zomato used Business Analytics
Zomato’s acquisition of Blinkit in 2022 was a big step into the rising quick-commerce
sector in India, and Business Analytics played a crucial role in taking this decision.

e

© 2025 Published by Shodh Sagar. This is a Gold Open Access article distributed under the terms of the Creative Commons License
[CC BY NC 4.0] and is available on https://urr.shodhsagar.com



https://urr.shodhsagar.com/

N
X}

i % 2
Universal Research Reports
N2

ISSN: 2348-5612 | Vol. 12 | Issue 2 | Apr- Jun 25 | Peer Reviewed & Refereed

With cutthroat competition from other brands like Swiggy Instamart, and Zepto, Zomato
effectively studied data to know what customers wanted, how the grocery market was
growing, and whether their service system would be able to take the load of both food
and grocery deliveries on time. They used several analytics tools to predict how Blinkit
would perform in the future and how both companies could collaborate and work
together effectively. This smart, tech-savvy use of data helped Zomato make a
confident,well-planned move. Here's an in-depth insight on how Zomato used
Business Analytics both before and during the merger:

1. Customer Behaviour Analysis
Zomato analyzed the habits of its existing food delivery service users to make the
following inferences:
Interest Assessment: would these customers also want to order groceries?
Activity Timing: identifying peak days and peak timings to optimize service offerings
Mapping geographic demand: pinpointing regions with major food-grocery delivery
overlaps to streamline operations and services
Example: Zomato noticed that in busy metropolitan cities like Delhi and Mumbai, those
regularly ordering food were also in areas showing a rapid rise in grocery orders. This
study helped Zomato predict in which regions Blinkit would grow the fastest and have
high demand.

2. Market Demand Forecasting
With the help of historical data (over 2-3 years) and Al models, Zomato forecasted:
Market growth: predicted the expansion trajectory of India’s quick-commerce sector
Revenue projections: estimated how much Blinkit's revenue could grow post-
acquisition

e Expansion opportunities: identifying busy urban areas with substantial demand for
instant grocery services
Example: Zomato’s tech and data team might have used data from 2019-2022 to
forecast grocery sales in urban areas for the next three years.
These predictions were instrumental in formulating Blinkit's growth strategies and
comparing them with market realities.

3. Delivery Logistics Optimization
Zomato assessed whether its food delivery team could also deliver groceries instantly.
They also assessed the feasibility of merging Blinkit's operations with its existing
delivery structure.
Route optimization: employed algorithms to better delivery speed and efficiency
Operational feasibility: checking the practicality of using Zomato’s food delivery team
to also deliver groceries

e Cost analysis: analyzed cost per delivery and average delivery time to ensure Blinkit's
promise of 10 to 15 minute deliveries was met
Example: By combining food and grocery delivery on the same app, Zomato reduced
logistics and marketing costs, at the same time increasing the delivery drivers'
productivity.
The main aim of this portion of the analysis was to maximise resource utilisation and
service efficiency, and also minimize costs without compromising on quality.

4. Synergy and Profit Prediction:
Zomato used detailed data modeling to predict:

e
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Profitability analysis: estimating the additional profits that could be made from merging
Zomato and Blinkit's operations

Operational Synergies: identifying how combining apps, warehouses, and delivery
systems could reduce costs

Example: If Blinkit wanted to open a new dark store/ warehouse, Zomato might already
be having property or delivery riders in that area, thus saving both time and money.
Thus, using Zomato’s existing infrastructure for Blinkit's expansion is quite beneficial.
Competitor Benchmarking:

Using analytical tools, Zomato conducted a thorough competitive study of Blinkit's
performance compared to major rivals such as Swiggy, Instamart, Zepto, and
Bigbasket.

Delivery speed: comparing Blinkit's delivery time with that of competitors and according
to industry standards

Unit economics: assessing the financial potential of Business operations

Customer base: evaluating engagement levels and size of Blinkit's customer base
Example: If Blinkit had faster delivery times than its competitors, such as Swiggy
Instamart, in key cities and areas, it would increase its attractiveness as a possible
acquisition.

This benchmarking helped provide valuable insights into the company’s competitive
positioning and growth potential.

The following were the tools and technologies used in this analytical endeavour: .

For delivery optimization and demand forecasting, Machine Learning Algorithms and
Al Models were used.

Tableau and Power Bl were likely used to present analytical insights.

For managing and handling large data sets, SQL and Python were likely used.

For mapping and analyzing peak cities and areas, delivery zones, and customer
distribution, geoanalytics tools were used.

The main technology engine used by Zomato is Trino, a query engine used by their
tech team to build analytical systems, so as to extract valuable data from the same.

Here are a few more notable examples of how Business Analytics was used in other M&A
dealings:

1.

Facebook's acquisition of WhatsApp (2014)

Back in 2014, WhatsApp was acquired by Facebook for USD 19 billion, a decision
heavily backed on the grounds of predictive business analytics. Facebook analyzed
WhatsApp’s growth trends, daily message volume, user engagement, etc, before the
deal, helping them understand WhatsApp’s long-term financial potential. It also helped
decide on how the two companies could integrate their tools to make it time and cost-
efficient. These valuable insights gave Facebook the confidence to investin a company
based on future value projections, strongly backed by data.

Flipkart's acquisition of Myntra (2014)

Myntra was acquired by Flipkart for USD 330 million in 2014. This deal took place to
strengthen Flipkart's position in online fashion retail. Flipkart used business analytics
pre-deal to study customer preferences and buying trends in the fashion category. This
detailed study brought into the limelight Myntra’s dominance in India’s branded fashion
industry, a sector Flipkart wanted to tap into. Analytics helped the company streamline
logistics and offer personalized fashion recommendations, all post-acquisition. This
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deal helped Flipkart expand Myntra, and at the same time, improve its fashion
offerings.
Conclusion:
In Zomato’s decision to acquire Blinkit, Business Analytics played a critical role in the
following dimensions: estimating company valuation and market fit, studying
performance metrics, future growth potential, etc. Through various analytics tools and
with thorough data studies, Zomato was able to assess how Blinkit could align itself
with Zomato’s core operations. Customer Behaviour, ROI (return on investment),
betterment of delivery logistics, etc, was also taken into account using analytics. These
technological tools ensured that the decisions regarding the deal were not intuition-
based, but purely evidence-based. Analytics made the deal a strategic investment,
something considered extremely important in todays data-driven world.
4. Role of Investment Banking in the deal
A team of financial experts who turn strategy into reality is a key aspect behind every
major acquisition. This subtopic highlights the meaning and role of investment banking,
its various roles in the Zomato Blinkit acquisition, etc.

e What is Investment Banking?
Investment Banking is a specialized sector in the financial industry that helps
institutions, investors, governments, corporations, and other clients manage their
finances and raise capital. It's quite different from regular banks; regular retail banks
give customers the ability to open their own savings account, whereas Investment
Banks offer expert financial services to bigshot clients.

e Role in M&A transactions:
Investment Banking plays a significant role in Mergers and Acquisitions by providing a
plethora of services to facilitate successful transactions, such as determining valuation,
giving crucial advice, negotiating, structuring the deal, looking out for red flags in the
target company, and seeking approvals.

e Investment Banking’s role in Zomato Blinkit Acquisition
Investment Banking played a pivotal role in the Zomato-Blinkit acquisition. As is the
case with most mergers and acquisitions, this deal required immense amounts of
financial guidance and advice, deciding valuations, ensuring regulatory compliance,
and financial structuring. Specialized investment bankers worked closely with
Zomato's team to determine all aspects of Blinkit's market value. This sort of
partnership ensured that the deal was financially sound and that Zomato’s long-term
vision of dominance in India’s quick commerce industry was met.

1. Valuation of Blinkit at USD 570 million:
Here we will take a deeper look into the backbone of all M&A transactions: Valuation.
At the time of deciding the acquisition, Blinkit was undergoing losses, yet Investment
Bankers helped Zomato assess Blinkit's true worth. The following were the key
valuation approaches used:

e Discounted cash flow:
Specialised Investment bankers (financial advisors) used the DCF approach to
estimate Blinkit's financial worth by predicting future cash flows. At the time of analysis,
Blinkit had a negative EBITDA (earnings before interest, taxes, depreciation, and
amortisation), therefore, projections centered on improving unit economics, customer
retention, and increased order frequency in major metropolitan areas. Blinkit's CAGR
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(compounded annual growth rate) was assumed to be 35%, and due to high risk, a
discount rate of 15-18%.

e Comparable Company Analysis:
Blinkit's CAC (customer acquisition cost) stood at around 600 rupees per customer,
and its LTV (lifetime value) was around 1200 to 1500 rupees in peak delivery areas.
Cost per delivery was estimated to be around 45 to 55 rupees in the top cities, with a
break-even estimated after 2.5 orders per week per customer.

e Similar transactions:
Blinkit was also benchmarked against similar deals in India’s g-commerce sector, like
Swiggy and Zepto’s funding rounds. Comparison with similar companies aided in
assessing the price per active user.

e Final Valuation:
Ultimately, Blinkit was valued at USD 570 million and was acquired by Zomato in an
all-stock deal.

2. Structuring the deal:
As mentioned above, this acquisition was an all-stock deal, involving no cash. Zomato
issued new shares to finance this acquisition. Now comes the big question: why was
an all-stock deal chosen?

e Preservation of cash flow:
Zomato’s cash reserves had dropped even before the acquisition due to high
operational cash burn and investments, from 12,220 crore rupees in early 2021, all the
way down to 6,100 crore rupees by mid-2022. This made it necessary for the company
to conserve its cash, for it was not yet profitable. This allowed Zomato to keep cash in
hand for core operations, future investments, and contingencies.

e Alignment of Investors:
By offering company shares, Blinkit's founders, employees, and most importantly, its
major investors, also became shareholders in Zomato, creating major incentives for
post-deal success.

e Using equity as currency:
The total value of Zomato’s shares exceeded 60,000 crores by mid-2022, making
Zomato’s shares were highly valued by the market, so instead of spending crores of
cash on buying Blinkit, Zomato issued its shares to Blinkit’'s investors, quite a smart
move.
As for the outcome, the deal was smartly executed without drawing any cash, but at
the same time with Zomato gaining full ownership of Blinkit while expanding its footprint
in India’s quick commerce sector.

3. Securing Regulatory Approvals:
The CCI (Competition Commission of India) had to give its approval due to the size
and sectoral overlap of both businesses.

e Market Concentration Concerns:
Both companies operated in similar regions, such as Mumbai, Bengaluru, and Delhi-
NCR, and shared logistical infrastructure. Due to this, concerns arose that it would lead
to less customer choice of unfair advantages.

e Risks concerning Data:
The CCI looked at whether combining data access could undermine market fairness
or result in monopolistic pricing because both businesses had large user bases.
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Investment bankers who worked in close contact with Zomato’s team submitted to
concerned legal authorities detailed documents about market share, industrial
competition (ie, Zepto, Swiggy, Instamart, Bigbasket, Dunzo). IB also helped frame
synergies pertaining to operational integrations.

After much effort, CCl gave a green signal to this deal in August 2022, concluding that
this acquisition would not reduce competition in India’s food and grocery delivery
markets.

Conclusion:

Reputed Investment Banking firms and specialised Investment Bankers help study and
decide the financial aspects of the deal in the following ways: estimating company
valuation and capital allocation, financial risk analysis, etc. They induced financial
negotiations between both companies, settling at a point beneficial to both. They
conquered difficult situations regarding legal compliances and approval, as well as the
expectations of shareholders. They helped ensure that the deal was financially sound
and well-structured. The strenuous behind-the-scenes efforts provided a strong
financial backbone that ensured the success of the deal.

5. Challenges and Risks in the acquisition

Along with even the most well-planned strategic deals come inherent hurdles and high
risks. This subtopic examines the inherent challenges Zomato faced during the
acquisition, including financial risks, operational integration, and market competition.
Financial Risks:

Stock Dilution:

The Zomato-Blinkit acquisition failed to give stocks a lift. The no-cash, all-stock nature
of the deal gave rise to crores of new shares, ultimately leading to a dilution of about
7.3% for the existing shareholders. This dilution led to a decrease in earnings per
share, as well as the overall value. It meant that each shareholder now owned a smaller
portion of the company. This happened because of the lower cost per delivery due to
the increased order density, which significantly delayed Zomato’s road to profitability.
Losses faced by Blinkit:

After the acquisition, Blinkit's losses increased from Rs 996.7 crores, all the way up to
Rs 1078.9 crores in the financial year 2023, a straight-up 8.2% increase. Even though
Blinkit's revenue had a threefold increase in FY23 to Rs 724.2 crores, the significant
losses were a warning signal. Zomato needed to record these losses in its financial
statements, which negatively affected its profitability and put immense pressure on it
to turn Blinkit into a profitable business as soon as possible.

Operational Challenges:

Grocery Delivery VS Food Delivery

In terms of logistics, food delivery and grocery delivery are poles apart. Food is
prepared fresh, on order by restaurants, whereas groceries are stored in specialised
warehouses, and they require inventory management and cold storage for perishable
items. Dark store models were used by Blinkit, meaning they set up warehouses in
busy, key areas to fulfill their fast delivery commitments. Thus, Zomato had to invest
heavily in expanding the required infrastructure and integrating it with their platform to
balance food and grocery delivery positively. Unlike partnering with other restaurants,
this deal called for a broader product range, requiring substantial financial and
operational adjustments.

Operational Integration
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Merging Zomato's existing infrastructure with Blinkit's grocery delivery model required
a lot of tweaking to be done. It posed major challenges so as to ensure seamless
operations. It included retraining delivery drivers, updating the app so as to handle both
food and grocery orders without any confusion, reorganising company culture, etc.

3. Regulatory Obstacles:

e Legal Scrutiny:
Indian consumer product distributors were quite unhappy with this deal. The CCI
(Competition Commission of India) launched a deep investigation into quick commerce
service companies, Zomato-Blinkit being one of the many. They faced allegations of
predatory pricing; pricing of products at such low costs that other competitors would
have to leave the industry. This business model was perceived to harm small retailers
and cause market disruptions.

e Dark Store Model Controversy:
Blinkit's dark store model involved the setting up of warehouses in busy urban areas
to facilitate and meet their instant delivery commitments. This caught the negative
attention of regulatory bodies. Unfair competition was the primary concern brought up
by traditional retailers, which prompted the need for discussions about the regulatory
framework pertaining to this deal. Since these dark stores operate as warehouses in
residential areas and aren't open to the general public, questions were raised about
the dark stores' compliance with zonal laws.
While the Zomato-Blinkit acquisition deal opened thrilling opportunities for Zomato to
grow beyond food delivery, it brought along with it significant challenges concerning
every dimension of the deal. The burden of Blunkit's heavy losses was taken up by
Zoamto, leading to dilution of Zomatops stocks. Moreover, the deal required tech and
fleet integration, a process that required a significant amount of time, money, and
effort. The company needed to smoothly navigate its way through strict regulatory laws
and immense scrutiny from CCI and small grocery product retailers.
These many risks made the acquisition a majorly bold move - something that could
transform Zomato as a leader in the food delivery and grocery delivery market, or
negatively affect the brand image if operations weren't executed effectively. The
ultimate success depends on how effectively Zomato can handle these challenges,
balance expansion and growth with profitability, and prove that its analytical, data-
driven approach delivers positive effects.
Investment banks have played a crucial role in other high-profile tech acquisitions as
well, across widespread industries. Here are a few other noteworthy examples:

e Facebook’s acquisition of WhatsApp:
Allen & Company and JP Morgan were the investment banking firms that were
Facebook’s key advisors. These firms were of great help to Facebook, for they helped
value WhatsApp despite its very little revenue at the time. It was a mixed deal: cash
and stock. In this deal, Investment bankers focused not only on profits but also on long-
term growth.

e Microsoft’s acquisition of LinkedIn:
The reputed IB firm Morgan Stanley advised Microsoft during the acquisition of
LinkedIn. It helped with company valuation using Discounted Cash Flow models, and
the deal boosted Microsoft's ad and advertisement business overall.
Conclusion:
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Every major deal has its own advantages and disadvantages, so did this one. While
the Zomato Blinkit acquisition gave rise to several opportunities, it also faced numerous
setbacks, risks, and operational challenges. Doubts about Blinkit's profitability were
raised after studying its history of severe losses and cash burns. Further complications
rose, for integrating the infrastructure of two distinct business models wasn't an easy
task. Managing high customer expectations was another major difficulty. Further
pressure was added due to major competitors in the same sector, such as Swiggy,
Instamart, and Zepto. Thus, it became extremely crucial to analyse these risks and
take action accordingly.

6. Impact of Acquisition on Zomato’s business:

The true success of any acquisition lies in the results it delivers post-deal. This subtopic
explores how the acquisition has influenced Zomato’s business performance, market
positioning, and long-term success.

1.

Short-term outcomes:

Market Response:

When this acquisition deal was made public, it received a mixed to negative response
from analysts and investors. Market study experts were concerned about Blinkit's
financial health. At the time, Blinkit was under heavy losses, and it was feared by
investors that these losses would portray an even more negative image of Zomato’s
already unprofitable financial statements. The general public questioned whether a
food delivery platform would be able to change its infrastructure and business models
to succeed in the quick commerce space, something that required a lot of functional
integration and a completely different business and logistics model as well. There were
also major concerns regarding the burn rate. Quick commerce being a highly
competitive segment in India, major players like Zepto, BigBasket, and Swiggy
Instamart were already invested in this space.

Changes in Stock price:

Following the acquisition announcement, Zomato’s shares fell by around 20%, from
around Rs 70 to Rs 55. This major fall wiped out USD 1.1 billion in Zomato’s market
capitalization just within a few days.

In the short term, this deal triggered a wave of criticism amongs investors and analysts.
Immediate respobses were negative, even though the deal was quite ambitious.
Despite severecriticsm in all dimensoms, Zomato remained confident about the long
gterm gains of the deal,such as accesstohigh growth segments and expanded delivery
services. It believed that these long terms benefits would obverpower the shirt term
challenges.

Long-term outcomes:

Revenue growth and business diversification:

By acquiring Blinkit, Zomato was able to meet its long-term goals of expanding its
revenue sources beyond just food delivery. After the acquisition, Blinkits GOV (gross
order value) grew by 86% YoY, and revenue grew by 29% QoQ. Blinkit's revenue
contribution also increased greatly compared to that of previous years. In August 2023,
Zomato stated that Blinkit turned its contribution positive, meaning that it earned more
from each other than it spent to fulfill it, which indicated significant progress. Thus, it
turned Zomato into a multi-category user platform.

Increased competition with Zepto, BigBasket, and Swiggy Instamart:
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With Blinkit under its wing, Zomato was now able to take up competition from other

major players in the sector. After the acquisition, Zomato greatly helped Blinkit in the

expansion of its dark stores in high-density cities like Mumbai, Delhi, and Bengaluru,

thus facilitating 10-15 minute deliveries. Integration of Blinkit into the Zomato app

increased usage and visibility by food-delivery customers. Today, Blinkit is considered

among the top 3 players in this sector and is gradually closing its gap with competitors.
Long-term impacts of the deal thus prove that it was a smart move. Blinkit helped Zomato
expand beyond the boundaries of only food delivery. Blinkit's betterment and surpassing of its
competitors proved the deal to be beneficial. If this growth continues year by year, Blinkit would
become a crucial part of Zomato’s success in the future.

3. Was the acquisition successful? Expectations vs Reality
While it may still be a bit too early to give a final judgment, as it has only been a few
years since the deal, it is safe to say that the Zomato Blinkit acquisition is moving in a
positive direction. Blinkit has shown strong growth in all dimensions, such as user
engagement, order values, and engagement. Consumer demand for quick commerce
is growing at a rapid rate every day, and Blinkit is capturing a significant share of this
market. Despite facing several setbacks and challenges, the growth and rising
popularity of Blinkit suggest that this acquisition has the potential to become a major
success for Zomato in the long run.

Conclusion:

Blinkit has allowed Zomato to expand into instant delivery services, thus significantly
reshaping Zomato’s business strategy. The deal showcased Zomato’s aspirations to
broaden its services and evolve from merely food delivery services to instant grocery
delivery as well, though this deal was a matter of concern among investors at first.
Early results showcase increased customer engagement, although profitability is still
under close watch. The deal has immense potential to position Zomato as a leader in
India’s quick-commerce sector, if handled effectively.
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