
 

August 13, 2021 
 

NRAI ADVISORY TO MEMBERS 
 

A Quick Introduction 
 
As you all must know by now, Zomato announced a new program “Loyalty & Rewards” in 
June this year. 
 
As a responsible Industry body, the National Restaurant Association of India (NRAI) believes 
that advising our Members on the nuances of such programs is of utmost importance, 
especially in the backdrop of recent history. It is critical that every Restaurant Operator 
understands the subject well and then make an informed decision on their participation. It is 
equally important to understand the terms and conditions governing the program. 
 
This advisory is being issued in the larger interest of the Restaurant Community.  
 
Recent History – Zomato Gold 
 
The Zomato Gold program was launched in November 2017 as a dining only program with the 
lofty promise of matching premium customers to a curated set of premium restaurants. These 
targeted premium customers were based on their spending habits, who would have to pay a 
fixed fee annually to Zomato to be a part of the program. Restaurants would bear the cost of 
the discount (in this case, 1+1 on Food or 2+2 on Alcohol); albeit without any signup fees. The 
key differentiator of the program in its essence, was the magic word “premium”. 
 
All of this however, played out very differently on the ground.  
 
Zomato Gold - Stage I  
 
Gold Memberships were sold to any customer that was willing to buy it (for as cheap as INR 

199!) and Zomato began onboarding any restaurant that was willing to offer the discount. 

Here’s what happened when they chose to break their promised pillars of premium customers 

and premium restaurants: almost everyone had a gold membership (because it costs next to 

nothing) and almost every restaurant (who were now being charged an onboarding fee) was 

part of the Gold program (because all these customers are now flocking to discounted 

restaurants, premium be damned) bearing the full cost of this massive discount. It really 

spoiled the foundations of an otherwise healthy dining out market. All the while, Zomato was 

able to pull this off making money from the customer (subscription fee) by offering discounts 

and the restaurant (onboarding fee); by creating FOMO. It was a unique program where 

customers paid to Zomato to subscribe and Restaurants paid to Zomato for being a part of the 

program. What was offered to subscribed customers was discount and that discount was 

singularly funded by the restaurants!  

 

 



 

Zomato Gold - Stage II  
 
Zomato opens Gold into the Delivery segment also. This move was particularly significant in 
light of it being another broken promise: Gold was meant to be a dining program only and 
structured such – we all know that the economics of dine-in and delivery operations are very 
different. There was no way any of the early adopter restaurants would have signed up, if they 
were informed of this grand plan.  
 
Zomato Gold - Stage III  
 
Restaurants were clearly unhappy from being short changed. They were damned if they 
participated (unsustainable economics) and damned if they didn’t (customers would simply 
go to a competing brand offering the discount); all that mattered was that they were locked 
in to the Gold program.  
 
This led to the unprecedented #Logout movement on August 14, 2019 during which 
thousands of restaurants all over country decided that they had enough of this no-win 
proposition. This eventually led to the death of Zomato Gold. 
 
Or did it? Zomato simply rebranded Gold to Pro – but that’s for another time.  
 
Zomato’s key learning from the Gold episode was that: 
 
a) It simply did not have the data to support the value that it claimed to be bringing to 

restaurants.  
b) It was assuming that Gold customers were racking up top notch bills at partner 

restaurants, while the partner restaurants had a wealth of information that suggested 
exactly the opposite. Their P&Ls clearly showed that.  

c) Brand value and quality of product was being diluted for discount seekers.  
 
So as Zomato, how do you get the data of these transactions?  
 
a) You build a payment gateway (enter Zomato Pay), incentivize your customers (through 

offers + discounts) and partner restaurants (through the promise of more customers) to 
adopt.  

b) It also opens up the hallowed possibility of earning a commission on dining transactions. 
c) Till date the only per transaction commissions that Zomato is able to earn, is on home 

delivery transactions happening on its platform.  
 
Cut back to June 2021  
 
Zomato Gold enters its latest avatar. Sure, the keyword used here is Loyalty, but a basic level 
of inspection will suggest that it is fundamentally a discount program and history suggests 
that any discount program Zomato has proposed is a race to bottom for the participating 
restaurants. 
 
They are also back to same old methods that they use with every new product they launch. 



 

 
Stage 1 
Create a critical mass of customers (discounts!) and restaurants (profits!) for the program.  
 

 
 
 
Stage 2 
Expand your program to include more restaurants (more profits!) and customers (more 
discounts!) 
 

 
 
 
 



 

 
Stage 3 
Enjoy your position of controlling the market of both customers and restaurant/delivery 
operators. 
 
Note that here too, Zomato does not have to bear a penny of the cost of the discount; it is 
funded entirely by the restaurant partners. 
 
There is also that new red horse in Zomato stable – Zomato Pay. The only way for a customer 
to redeem discount is by using Zomato Pay, which also means that it will be mandatory for a 
restaurant partner to accept Zomato Pay as a payment mode as long as it is part of this 
“Loyalty” program.  
 

 
 
For a moment, forget all of the above and ask yourself these simple questions:  
 
a) Is loyalty earned or is it bought?  
b) If you participate in this “Loyalty” program, who are you incentivizing the customer to be 

loyal to? You or Zomato?  
 
So ladies and gentlemen, while the decision whether to participate in this program is entirely 
up to you, we do urge you to read this carefully and then make an informed decision. 
 

 
Anurag Katriar 
President 
National Restaurant Association of India 


