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Abstract: The rise of AI-based hyper-local delivery platforms, which include predictive ordering, route 

optimization, and zero-commission models, is changing food businesses in India's Tier-3 towns. This study 

looks at the impact of these platforms on restaurants in Tamil Nadu's smaller cities like Pollachi, Tiruchengode, 

and Namakkal. These traditional outlets struggle to access the market as online delivery grows in 2026. Using a 

mixed-methods approach, data was collected from 80 restaurant operators in five Tier-3 towns through 

structured Likert-scale surveys and semi-structured interviews. We assessed revenue growth, operational 

efficiency, and innovation through descriptive statistics, one-way ANOVA, thematic analysis. Platforms like 

Zaaroz help predict demand in real-time, cutting food waste by 25–30% and reaching peri-urban customers. Key 

findings show a 40–42% average revenue increase for businesses that adopted these platforms. This rise is 

driven by hyper-local logistics, with delivery times under 20 minutes, and dynamic pricing algorithms. 

Innovations include AI personalized - menu personalization, like Chettinad fusion combos, and eco-friendly 

packaging. However, 35% of operators faced issues such as data privacy concerns, biases in algorithms favoring 

larger companies, high on boarding costs, and unreliable internet in rural areas. The study highlights the need 

for inclusive AI policies, subsidized technology training, and incentives for small eateries to promote 

sustainable growth and support the economic revitalization of Tier-3 towns. Future research should focus on 

long-term scalability.   
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Introduction   

India's Tier-3 towns, including Pollachi, Tiruchengode, and Namakkal in Tamil Nadu, are experiencing a digital 

shift in food delivery as of 2026, driven by AI-powered hyper-local platforms like Zaaroz. These platforms use 

predictive ordering and route optimization, alongside zero-commission structures, to link traditional restaurants 

with peri-urban customers. This connection achieves delivery times of under 20 minutes and decreases food 

waste by 25–30%. While larger cities benefit from established players like Swiggy and Zomato, smaller towns 

in Tamil Nadu face inconsistent adoption due to digital divides, unstable internet, and high costs. This study 

explores how these platforms affect restaurant revenue, operational efficiency, and innovation, noting a 40% 

average revenue increase for adopters. It also addresses challenges like algorithmic biases and privacy concerns. 

By revealing paths for equitable growth, it offers practical insights for policymakers who aim to encourage 

inclusive digital entrepreneurship in Tier-3 economies.   

Research Objectives   

1. To measure the effect of AI-driven hyper-local platforms on restaurant revenue generation and operational 

efficiency in Tier-3 Tamil Nadu towns.   

2. To identify innovations driven by these platforms, such as AI-personalized menus and sustainable logistics.   
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Review of Literature   

(Ganapathy, (2025)..)1 At $608 billion, the grocery retail business in India accounts for 70% of the overall retail 

market. Increased internet availability, reasonably priced data, and improvements in smartphone technology are 

major factors propelling the expansion of electronic shopping. This expansion was hastened by the COVID-19 

epidemic, which caused a shift in consumer behavior toward online grocery shopping, which has since become 

second nature. Online platforms, contemporary retail models, and Kirana stores highlight the wide range of 

options and changing consumer tastes of today. An on-demand delivery service called the Hyperlocal delivery 

model aims to deliver products from nearby retailers to clients in a constrained geographic area. For quick and 

effective delivery, it usually entails connecting clients with local businesses and couriers using technological 

platforms like websites and mobile apps. 

(Varma, (2025).)2 The many kinds of retail food chains that exist in India's various areas are described in this 

study article. Retail food chain investors only make investments in areas of India where per capita income is 

high. Individuals from tier 2 and tier 3 cities relocate to metropolitan areas in search of greater jobs, higher 

incomes, and a means of subsistence. Because investors pursue markets and populations with higher per capita 

incomes, the cyclical movement of income is more prevalent in tier-1 cities. The difficulties that retail food 

chains encounter in operating in specific Indian states and areas are discussed in this article. 

(Gayathry, (2021))3Every human being gets the nutrients they need from food. The vital energy needed for the 

human body's normal growth and development is provided by wholesome diet. Additionally, it will support a 

healthy immune system. The taste buds will be delighted by delicious cuisine, which is regarded as a lifelong 

pleasure. The tastiest food is thought to be biryani. Among foodies, it is the most sought-after dish. Despite its 

Mughal origins, the dish has been cooked and served in many distinct flavors all over the world. Despite the fact 

that there are many restaurants that serve biryani, the Dindigul Thalapakatti brand is quite well-known 

worldwide.  

Research Methodology   

This study used a mixed-methods design, combining quantitative surveys for measuring impacts with qualitative 

interviews for insights into innovations. We collected primary data from 80 restaurant operators in three Tier-3 

Tamil Nadu towns—Pollachi, Tiruchengode, Namakkal —through structured Likert-scale questionnaires. 

Purposive sampling helped distinguish between those who adopted and did not adopt platforms.  
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ANOVA Test    

One-way ANOVA assessed differences in monthly revenue growth (%) and operational efficiency scores 

(composite of waste reduction and delivery speed; 1–5 scale) across adopter groups (n=80).   

Metric Source SS Df MS F p-value 

Revenue Growth (%) Between Groups 2456.3 2 1228.15 12.45 <0.001 

 
Within Groups 7684.7 77 99.80 

  

 Total 10141.0 79    

Efficiency Score Between Groups 28.45 2 14.23 9.87 <0.001 

 Within Groups 111.05 77 1.44   

 Total 139.50 79    

 

Interpretation   

The ANOVA results show significant differences in revenue growth (F(2,77)=12.45, p<0.001) and efficiency 

scores (F(2,77)=9.87, p<0.001) among groups, with more variation between groups than within them. Full 

adopters achieved 42% revenue growth compared to 12% for non-users. The average efficiency scores were 

around 4.2 for full adopters versus about 2.1 for non-users. These results reject the null hypothesis and confirm 

the benefits of adoption. 

Discussion and Findings   

Full adopters experienced an average revenue growth of 42% compared to 12% for non-users. This increase is 

linked to hyper-local logistics and demand forecasting. Efficiency averaged 4.2 (28% waste reduction) for full 

adopters compared to 2.1 for non-users, related to innovations like AI-personalized Chettinad menus and eco-

friendly packaging. Thematic analysis revealed three main themes: menu customization (65% of interviewees), 

logistics optimization (55%), and eco-practices (40%), enabling adaptation in resource-limited Tier-3 settings.  

Conclusion   

AI-powered hyper-local platforms like Zaaroz are transforming restaurants in Tier-3 Tamil Nadu, leading to 

revenue gains between 40% and 42% and reducing waste by 25% to 30% through predictive analytics, fast 

logistics, and innovations like Chettinad fusion menus. While these advancements enhance efficiency and 

sustainability, issues such as biases, privacy concerns, and connectivity problems hinder equitable access. 

Policymakers should implement inclusive AI governance, provide subsidized training, and offer incentives to 

bridge digital gaps, promoting broad-based growth. Future research should assess long-term scalability in 

changing tech environments. 
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