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Abstract

The food delivery industry in India has undergone a significant transformation due to digitalisation, driven by the rise of
platforms such as Zomato and Swiggy. Digital technologies including mobile applications, real-time tracking, data
analytics, and digital payments have enhanced operational efficiency and expanded market reach.

This study examines the financial impact of digitalisation on the Indian food delivery sector using secondary data from
industry reports and company disclosures. While digitalisation has led to increased order volumes, customer acquisition,
and revenue growth, it has also introduced complex cost structures including logistics, marketing, and technology
expenses.

The findings indicate that although the industry demonstrates strong growth, profitability remains a challenge due to
rising operational costs and competitive pressures. The study concludes that digitalisation has created a scalable but
financially strained business model, raising concerns about long-term sustainability.
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1. Introduction

The food delivery business in India has evolved from a simple, localized system to a highly integrated digital
ecosystem. Earlier, food ordering was limited to phone-based interactions with nearby restaurants, offering limited
scalability and efficiency.

With the rise of smartphones, internet penetration, and digital payments, platforms like Zomato and Swiggy
transformed the industry by creating a centralized system connecting customers, restaurants, and delivery partners.
This shift not only improved convenience but also redefined consumer behavior, making food delivery a frequent and
habitual activity.

Digitalisation in this context extends beyond mobile applications to include data analytics, real-time tracking, artificial
intelligence, and platform-based coordination. These technologies have enhanced operational efficiency while
simultaneously increasing the complexity of business models.

While the industry has witnessed significant growth in terms of users, order volume, and revenue, profitability has not
followed the same trajectory. This creates a critical research problem—whether the current digitalised model is
financially sustainable in the long run.

2. Objectives of the Study

1 To analyze the financial impact of digitalisation on the food delivery industry in India
2. To examine changes in revenue models due to platform-based systems

3. To evaluate cost structures associated with digital operations

4 To assess the gap between growth and profitability

5 To understand sustainability of the current business model
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3. Literature Review

Existing literature highlights the role of digital platforms in transforming traditional industries by improving efficiency
and scalability. Studies on platform-based businesses indicate that while digitalisation enhances accessibility and
customer reach, it often leads to increased operational complexity.

Research on the Indian food delivery industry suggests that convenience, digital payments, and urbanization have
significantly driven demand. At the same time, competitive pressures and customer expectations have resulted in heavy
reliance on discounts and promotional strategies.

Industry reports also emphasize that platform-based models rely heavily on network effects, where growth in users and
partners drives value creation. However, several studies indicate that high logistics costs and customer acquisition
expenses limit profitability.

All in all, literature indicates a clear gap between operational growth and financial sustainability in digitally driven
platform businesses.

4. Research Methodology

4.1 Research Design

The study adopts a descriptive and analytical approach to examine financial trends in the digital food delivery
industry.

4.2 Data Sources

The research is based on secondary data, including:

. Company reports (Zomato, Swiggy)
. Industry publications and articles
. Financial and market analysis reports

4.3 Analytical Approach

. Trend analysis of revenue and cost structures
. Comparative understanding of platform models
. Financial interpretation of growth vs profitability

4.4 Limitations of the Study

No primary data collection

Limited access to detailed financial data of private firms

. Focus on major players only

Findings are indicative and not universally generalizable
5. Data Analysis

Digitalisation has significantly increased the scale of the food delivery industry, reflected in rising user base, order
frequency, and overall revenue. Platforms have diversified their revenue streams through commissions, delivery
charges, advertising, and subscription models.

However, this growth is accompanied by a complex cost structure. Key cost components include delivery logistics,
customer acquisition through discounts, marketing expenses, and continuous investment in technology infrastructure.
A critical observation is that costs scale along with growth, often at a similar or higher rate. Delivery costs increase
with order volume, while discounts and promotions remain necessary to retain customers in a competitive market.
Additionally, expansion into areas such as quick commerce introduces further operational and financial complexity,
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shifting the model from asset-light to partially asset-heavy.
This creates a situation where revenue growth does not directly translate into profitability, highlighting structural
inefficiencies within the model.

6. Findings and Conclusion

The study reveals that digitalisation has played a crucial role in expanding the food delivery industry in India by
improving accessibility, efficiency, and customer experience.

However, the financial impact is mixed. While revenues have increased significantly, rising operational costs and
competitive pressures have limited profitability. The model relies heavily on scale, but increased scale also brings
higher and more complex costs.

A key finding is the existence of a growth-profitability gap, where business expansion does not necessarily lead to
financial sustainability.

The study concludes that while digitalisation has created a strong foundation for industry growth, long-term
sustainability will depend on optimizing cost structures, reducing dependency on discounts, and improving operational
efficiency.

7. Implications of the Study

. For Platforms: Need to balance growth with cost control and profitability

For Restaurants: Increased reach but pressure on margins

For Industry: Need for sustainable pricing and reduced dependency on incentives
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