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Al on the menu

In a business shaped by speed, margin pressure, and constant change, QSRs are applying Al to strengthen growth, improve customer experience, and run
leaner operations.

For quick-service restaurants (QSRs), Al is becoming less a story of experimentation and more a tool for practical business performance. Leaders are using it
to sharpen the customer offer and strengthen the operating model behind it, linking digital execution, cost control, and service speed more tightly to
growth.

¢ Alinvestment is concentrated in high-impact operational and customer-facing use cases. Chatbots and virtual assistants, demand forecasting, supply
chain optimization, dynamic pricing, and workforce planning lead the current agenda.

e Growth and efficiency are now tightly linked. Profitable growth and customer experience lead QSRs’ near-term priorities, but cost optimization also sits in
the top tier, showing how closely revenue ambition is tied to execution discipline.

e The pressure on QSRs is immediate and structural. Rising food costs and inflation top the subsector’s 2026 challenge list, followed by digital and mobile
ordering and labor shortages, reinforcing the need for faster, smarter, more adaptive operations.

selected Al-powered chatbots cite profitable growth as a are using, exploring, or
and virtual assistants as a mission-critical objective planning mobile wallets
current priority
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Growth, with margins in mind

Profitable growth leads QSRs’ mission-critical objectives for the next 12 to 18 months, but the rest of the top tier tells the fuller story. Customer experience
and loyalty remain central, and cost optimization is also a leading priority. Together, those results suggest that QSRs are not separating revenue ambition
from operational discipline. They are trying to grow in ways that also protect margins, improve service, and strengthen the business’s ability to execute
under pressure.

e Profitable growth leads as the top objective, but customer experience and loyalty are close behind.
e Cost optimization also ranks in the top tier, underscoring how tightly growth is linked to margin discipline.

¢ For QSRs, revenue ambition increasingly depends on better execution, not expansion alone.

Top mission-critical objectives Top preferred tactics
. Implement Al-driven dynamic pricing to optimize
0, I
Improving customer experience _ 34% . Deploy Al shopping assistants that provide personalized
and loyalty ’ recommendations and answer complex queries
creramondl eicency . 2% | Tiedforop amswer
operational efficiency
— Reduce product complexity by eliminating
low-performing SKUs
Accelerating digital transformation o .
and data enablement 25% Deploy Al-powered labor scheduling to match staffing
with traffic
Incr:e:‘:\smg spe'ed to market and 23%
decision velocity

How are you planning to achieve these objectives? Select up to 3
ways you plan to achieve [the objective listed at left].

(Only asked of those who cited that objective; less frequent
answers not shown.)

Out of this list, which are your top 3 mission-critical organizational objectives for the next 12-18 months? n=153 (Less frequent
answers not shown.)
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Loyalty, beyond promotions

Loyalty is becoming more than a promotional mechanism for quick-service restaurants. The decisions most influenced by loyalty insights tend to be highly
practical ones, especially marketing effectiveness, pricing and promotions, assortment planning, and customer segmentation. But the broader pattern
suggests something more important: loyalty is moving closer to the center of how QSRs think about customer value and growth. The opportunity now is to
use loyalty data not just to drive offers, but to shape smarter decisions across the business.

¢ Loyalty insights are influencing enterprise decisions, not just campaign execution.
e Marketing, pricing, assortment, and segmentation are the clearest areas of impact.

¢ The next step is to turn loyalty into a broader decision engine for growth and customer value.

Enterprise decisions most influenced by loyalty program insights

Marketing effectiveness and o
ROl tracking )
Product and assortment planning 46%

QSR Pacesetters were much
Strategic pricing and promotions 45% more Iikely than Followers (68%
vs. 53%) to say loyalty initiatives

ft*r‘::e”geJ and store experience 38% are either critical enablers of
c o feevl long-term customer value and
ustomer segmentation and lifecycle .

37% retention or key channels for

management
o o enterprise-wide personalization.
Loyalty insights are underutilized in 15%
broader decisions ’
No current loyalty program or near-term -
8%

plan for one

Which enterprise-level decisions are most influenced by insights from your loyalty program? n=153
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Resilience takes shape

QSRs have made meaningful progress in agility and resiliency, but most are still in the middle stage of maturity rather than at a fully advanced level. The
largest share of respondents describes their organizations as “established,” with another substantial group still “developing.” That suggests the subsector has
moved beyond early experimentation and reactive crisis management, but has more work to do before agility is deeply embedded across the business. The
next step is to turn isolated adaptive capabilities into a more coordinated, enterprise-wide operating model.

Self-ratings on agility & resiliency maturity

The top 3 priorities for achieving

B Advanced: Agility and resiliency are embedded greater agility and resiliency among

into operations, powered by data, tech, and QSR executives are:

15%
empowered teams

1. Increasing cross-functional
Established: Key areas (e.g., planning, supply collaboration to enable quicker

chain) have adopted agile practices and decision-making and execution
adaptive capabilities

. Al and predictive analytics for

market and demand forecasting
44% Developing: Some progress made, but

inconsistent across functions or geographies . Diversifying product offerings or
services to respond to shifting
consumer behaviors

32%

Early-stage: Acknowledged as a priority, but
limited progress beyond strategy or pilot

efforts Rank the top three priorities most critical for increasing

agility and resiliency to meet rapidly changing market
conditions and potential disruptions. n=153

How would you rate your organization's overall agility and resiliency maturity? n=153
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Smarter operations, not just leaner ones

QSR leaders are taking a broader view of optimization than Ranked approaches for improving efficiency and reducing costs
simple cost cutting. Data analytics ranks first, followed by supply
chain improvement and process automation, but workforce Enhancing data analytics capabilities

to improve demand forecasting and

training and customer feedback also place in the upper tier. ;
inventory management

More traditional efficiency levers such as standardization and
space utlllza‘.uon rank lower. Together, thpse choices suggest that Optimizing supply chain management to
QSRS are try|ng to make Operatlons not jUSt |eanel’, but Smarter, reduce lead times and minimize waste
more responsive, and better aligned to service quality.

Automating specific
operational processes

Investing in employee training and
development to increase productivity
and service quality

Leveraging customer feedback and
data to refine product offerings and
service approaches

Implementing continuous
improvement programs

Collaborating with external partners
to identify cost-saving opportunities 7th
without compromising quality

Standardizing processes across
locations and channels

Optimizing space utilization and
store layouts

Rank the top three approaches most important for improving efficiency and reducing costs while maintaining
(or enhancing) the quality of products and customer service. n=153
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What could still get in the way

QSRs’ expected obstacles for 2026 extend beyond simple cost concerns. Margin pressure leads the list, which is no surprise in a subsector facing inflation,
labor strain, and intense value competition. But marketing effectiveness also emerges as a major concern, underscoring how difficult it is becoming to drive
profitable demand, while security requirements reflect the growing risk exposure that comes with more digital operations. For QSR leaders, the challenge is
not just to operate more efficiently, but to balance growth, resilience, and risk at once.

e Profitability remains under pressure.
* Demand generation is getting harder to optimize.

e Digital risk is rising with digital dependence.

Expected obstacles

Margin pressure 48%
Marketing effectiveness 48%
Security requirements 55%
B Major Challenge Minor Challenge Not a Challenge

What do you anticipate your biggest obstacles will be for your organization's success in 2026?
n=153 (Less severe obstacles not shown.)
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Inflation, digital convenience,
and labor

Few subsectors have a challenge agenda for the next year as clearly
defined as QSRs’. Rising food costs and inflation lead the list, followed
by digital transformation and mobile ordering, then labor shortages
and workforce management. That combination captures the operating
reality of the business: protect margins, keep the customer experience
frictionless, and maintain service quality in a labor-constrained
environment. Other challenges matter too, but these three do the
most to define the sector’s near-term priorities.

Biggest challenges for QSRs

Rising food costs and inflation

Digital transformation and mobile ordering
Labor shortages and workforce management
Sustainability and eco-friendly practices
Health-conscious consumer preferences
Drive-thru efficiency and automation

Menu flexibility

Delivery economics

Rank the top 3 issues you anticipate will be your biggest challenges in 2026. n=153
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For QSRs, the next stage of
advantage will depend on
balancing menu economics,
digital convenience, and
workforce productivity
more effectively.




What QSR Pacesetters do differently

Higher-performing QSRs do not just invest in more initiatives; they connect the pieces more strategically. Across the survey, Pacesetters are more likely than
Followers to treat loyalty as a business asset, use data to modernize the operating model, and pursue faster, more adaptive ways of responding to change.
The pattern is less about isolated best practices than about integration, linking commercial, operational, and digital capabilities more tightly across the

business.

@ € B.
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Loyalty as a strategic asset

QSR Pacesetters were much more likely than Followers (68% vs. 53%) to say loyalty initiatives are either critical enablers of long-term
customer value and retention or key channels for enterprise-wide personalization.

A more structural approach to growth

Among those prioritizing profitable growth, Pacesetters were far more likely than Followers to emphasize creating marketplace platforms to
generate commission-based revenue streams (46% vs. 15%).

Data foundations for a smarter operating model

Among those focused on digital transformation and data enablement, Pacesetters were more likely than Followers to prioritize unified data
platforms (50% vs. 40%) and multimodal Al for extracting insights from unstructured data (44% vs. 20%).

Faster, more adaptive execution

Pacesetters were much more likely than Followers to prioritize real-time competitive-intelligence monitoring with automated response
triggers (48% vs. 13%) among efforts to increase speed to market and decision velocity. They also ranked digital transformation and mobile
ordering above labor shortages in their list of the challenges they’re facing, while Followers reversed that order.




Action agenda: three moves to turn pressure Iinto performance

The findings point to a practical next step for QSR leaders: protect the operating core, make digital convenience and loyalty work harder, and respond faster
to change. The opportunity is not to launch more isolated initiatives, but to connect menu economics, customer engagement, and workforce execution
more tightly across the business.

Commercial intelligence: make loyalty

.. ) Resilience: build faster response
and digital convenience more useful

Execution: strengthen the operating core

Strategy

Tactics

Proof points

Pacesetters’
edge

Improve forecasting, supply chain
discipline, and process automation together

Use training and workforce planning to raise
productivity without sacrificing service
quality

Apply tighter operational discipline to
protect margins, not just cut costs

Top optimization priorities are data
analytics, supply chain improvement, and
process automation

Training and customer feedback also rank in
the upper tier, showing QSRs are balancing
efficiency and service quality

Margin pressure is the leading expected
obstacle

Pacesetters are more likely than Followers
to put data and analytics at the center of
efficiency efforts

They are also more likely to use Al-powered
labor scheduling and product simplification
as cost levers
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Use loyalty data more directly to shape
pricing, assortment, and customer
segmentation

Treat mobile ordering, digital experience,
and personalization as one system

Apply Al where it can improve
conversion, convenience, and repeat
behavior at scale

Loyalty most influences marketing
effectiveness, assortment planning, and
strategic pricing

QSRs’ top near-term objectives include
profitable growth, customer experience,
and cost optimization

Digital transformation and mobile ordering
rank among the top subsector challenges

Pacesetters are much more likely than
Followers to position loyalty as a strategic
asset (68% vs. 53%)

They are more likely to pursue
marketplace-style growth models and
stronger data foundations

Connect workforce, channel, and
commercial decisions more tightly

Improve cross-functional coordination
and faster response to market change

Build more adaptive digital and
decision-support capabilities, not just
reactive workarounds

QSRs are mostly mid-maturity in agility
and resiliency, with “established” the
largest group

Top resilience priorities include
cross-functional collaboration and
Al/predictive analytics

Top pressures combine food-cost
inflation, digital/mobile ordering, and
labor shortages

Pacesetters put more emphasis on
real-time competitive response and
automated decision triggers

They rank digital/mobile ordering above
labor shortages, while Followers reverse
that order
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About the study

The TCS Global Retail Outlook is designed to provide insights into how retail leaders can leverage generative and agentic Al technologies to enhance
customer experiences, drive revenue growth, address disruption, and anticipate market changes by enabling more adaptive operations.

The study was conducted in late 2025 and surveyed more than 800 senior retail executives across 18 countries and five key retail subsectors. Some data
presented may not add up to one hundred percent due to rounding or ranking factors.Since 2009, the TCS Thought Leadership Institute has initiated
conversations by and for executives to advance the purpose-driven enterprise. Led by Serge Perignon, the Thought Leadership Institute conducts primary
research to deliver forward-looking and practical insights around key business issues to help organizations achieve long-term, sustainable growth. For more
information, visit tcs.com/insights/global-studies

About Tata Consultancy Services (TCS)

Tata Consultancy Services (BSE: 532540, NSE: TCS) is the technology partner of choice for industry-leading organizations worldwide. Since its inception in 1968, TCS
has upheld the highest standards of innovation, engineering excellence and customer service.

It has set an aspiration to become the world's largest Al-led technology services company and is enabling its clients to transform themselves across the full Al stack,
from infrastructure to intelligence.

Rooted in the heritage of the Tata Group, TCS is focused on creating long term value for its clients, its investors, its employees, and the community at large. With a
highly skilled workforce spread across 55 countries and 202 service delivery centers across the world, the company has been recognized as a top employer in six
continents. With the ability to rapidly apply and scale new technologies, the company has built long term partnerships with its clients — helping them emerge as
perpetually adaptive enterprises. Many of these relationships have endured into decades and navigated every technology cycle, from mainframes in the 1970s to
artificial intelligence today.

TCS sponsors 14 of the world’s most prestigious marathons and endurance events, including the TCS New York City Marathon, TCS London Marathon and TCS
Sydney Marathon with a focus on promoting health, sustainability, and community empowerment.

TCS generated consolidated revenues of over US $30 billion in the fiscal year ended March 31, 2026. For more information, visit www.tcs.com

CContent/information presented here is the exclusive property of Tata Consultancy Services Limited (TCS). The content/information maintained here is correct at the time of publishing. No material from here may be copied, modified,
reproduced, republished, uploaded, transmitted, posted or distributed in any form without prior written permission from TCS. Unauthorized use of the content/information appearing here may violate copyright, trademark and other
applicable laws, and could result in criminal or civil penalties.
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