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  Introduction 

 
The Indian Restaurant industry today, is worth a confounding Rs.247,680 crores and is rising at a 

annual pace of 11% – predictable to hit Rs.408,040 crores by 2018. This development has been boosted 

by a blend of aspects: the development of the huge Indian middle class, quick urbanization, mounting 

knowledge of western way of life, more women amalgamation the labor force and superior disposable 

income, to name a few. 
 

Post GST, the Government is considering the chance to create an added collection through nearer 

observation of tariff and collection from the unorganized sector. In short, the eatery business is visibly a hot 

section, and this calls for a complete insight on the impact of GST on restaurants. 

 

Impact of GST on restaurant proprietors 

 

The restaurant proprietors concerned, GST is a mixed bag. In the earlier system, the proprietors 

did not have an choice to correct the output service tax accountability aligned with the input VAT on 

product consumed. Under GST, both service tax and VAT have been included under GST, and thus, in 

spite of goods or services, the credit of input tax will be available for alteration adjacent to the output 

liability. This will help optimize the operational capital of restaurants in general, which they will be able 

to pass on to their clients, in terms of improved prices and improved food quality, a positive GST impact 

on restaurants. 

 

In the GST system, e-commerce firms will have to subtract tax collected at source (TCS) at 2% (1% 

each of CGST and SGST) when they make payments to restaurants or merchant using their platform. This 

will visibly interrupt the working capital of minor restaurants with lesser sales volumes and prevent them 

from going online. While restaurants will still be able to state input tax credit and get a refund for the TCS 

that they paid, but until that reimbursement appears, that amount of operational capital will stay blocked. 
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Though, an additional nuisance is jump to be the facet of compulsory GST registration for all 

restaurants, who use e-commerce services, irrespective of turnover. That could be a tax load many will 

not be relaxed with, and could have a unconstructive GST impact on hotels. 

 

GST on restaurant clients 

 

The one and only point of interest for most food lovers who love to dine out will be – the GST 

rates on restaurants. Let us try to understand how the taxes on a food bill look like in the GST regime, 

compared to the previous regime. 

 

Previous regime 
 

 

In the preceding regime, dining at a customary AC restaurant was measured to be a supply of 

both goods and services – which is why VAT as well as Service Tax was pertinent. On top of the same, 

one would find the various cesses, such as Krishi Kalyan Cess and Swachch Bharat Cess being applied 

on the price. 

 

In short, the taxes applicable were: 
 

 

▪ VAT, depending on state=12.5% to 14.5% 
 

▪ Service Tax, considering 60% abatement on 15% standard rate = 6.0% 
 

▪ Krishi Kalyan Cess = 0.2% 
 

▪ Swachch Bharat Cess = 0.2% 
 

▪ Total Effective Tax = 18.9% to 20.9% 
 

Thus, the preceding regime of numerous taxes had a complex levy of both Service Tax and VAT on 

food and beverages served in hotels which made up to nearly 21% of tax to be shelled out from the 

pocket of the end consumers. 

 

GST regime 
 

 

The major impact of GST on hotels and restaurants in the GST regime is that supply of food 

and beverages will be considered as a delivery of services. Under GST, Service Tax, VAT and all other 

indirect taxes which were being charged earlier, will be counted. 

 

As per the GST Council, the following are the GST rates on restaurants – 
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▪ Non – AC Restaurants – 12% 
 

▪ AC Restaurants – 18% 
 

▪ 5 Star Hotels & Restaurants – 28% 
 

▪ Small Restaurants & Eateries – 5% (Under Composition Scheme) paid by hotel on their revenue, 

wherein there is a possibility of this load being passed on the consumer. 
 
However, as talk about earlier, alcohol will be out of the purview of GST, and thus liquor will attract 

VAT, as forced by the particular states. So, if one orders intoxicating beverages and food, one pays 

GST on food and VAT on intoxicating beverages. 

 

Service charge? – to pay or not to pay 
 

 

Service Charge was being charged even in the preceding regime, but among the levy of taxes, it 

was potentially measured by many clients as “just another tax”. Thanks to the clearness of taxation 

brought in by GST, the service charge query has come to the front. 

 

To begin with, service charge is not a tax. The government has not planned for any restaurant to levy 

service charge, and this is a charge, which is charged by restaurants as per their own diplomacy. In 

other words, one can call it as a “tips”, which is usually considered at 10% of the price of food 

foodstuffs that one orders. Ideally talking, it should be totally the customer’s call on whether they wish 

for pay service charge or not, and even the central and state governments in current times, have 

explained, that a consumer can potentially sue any restaurant concern, if compelled to pay the same. 

 

GST on fast-food outlets  
 

Now apply that to fast-food outlets and to having a simple cup of tea as well. If you 

finished up having that cup of chai meeting in an AC restaurant, you pay a 18% tax on the tea; 

if you want save money on this, you know what to do – you can have the tea exterior and get 

gone with paying just 12% for the beverage practice. 

 

 

Needless to say, this has been very baffling for both consumers and business-owners who have 

not yet seized the shades of the GST system yet. 
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Establishment Type and Services  GST Rate Applicable 
   

   

At establishments with turnover of <INR 75 lakh  5% (Composition Scheme) without ITC 
   

Non-AC restaurants not serving alcohol  12% with ITC 
   

Non-AC restaurants serving alcohol  18% with ITC 
   

Restaurants with AC or Central heating (whether  18% with ITC 

serving or not serving alcohol)   
   

Partly AC and partly non-AC restaurants  18% with ITC 

(includes those serving and those not serving   

alcohol)   
   

AC Restaurants inside 5-Star Hotels  18% with ITC 
   

 

Changes based on 23rd GST Council Announcements 
 
 

In this context, it may be said that a lot of transparency has come about in how food 

bills shall now be calculated. 
 

That said, many restaurants right away increased their prices with effect to the GST crush 

perceptive completely well that prices would possible come down. In these cases, customers 

clearly ended up paying just as a large amount. while there are also many others, who are coming 

up to see the full effects of the new tax regime and get a impartial picture of their costs and 

benefits, before hiking/steadying prices. Quite naturally, the current financial scenario against the 

GST background appears to be feels a enormous change phase, one that will take substantial time 

and steady attempt on the part of industry stakeholders, to be leveled out where everybody 

wins a piece of the GST slice. To be blunt, a lot in this industry depends on the wait-and-watch 

policy; as of now GST observance and an sympathetic of all its delicate shades is dominant 

and the only way forward to get used to the new tax arrangement flawlessly. 

 

 

Overall Impact of GST will be positive on Restaurants. 
 

As a relief - The GST on restaurants in five-star and lavishness hotels has been condensed to 18 per 

cent from 28 per cent, fetching it at par with separate air-conditioned (AC) restaurants. Even at some air-

conditioned restaurants, the bills may come down, as GST will include service 
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tax and value-added tax (VAT) that is at present charged as lined by Economic Times. Additionally, the 

Food and Beverage (F&B) sector is going to have a unbiased to slightly 
 
optimistic crash due to GST with respect to the restaurant’s earnings and services they offer. Owing to the 

high abatement rate of 60% in the sector, the in general tax comes close to 18.5-20.5% currently. Therein, a 

major crash will drop on AC restaurants inside 5-star and luxury hotels, which 

have involved a GST of a enormous 28%. 
 

 

Technology in Implementation 

 

As the GST has hit the sub-continent with a signal of unused tax regime, it is considerable for all 

restaurateurs to go for GST obedient hotel software. 

 

Be it provincial or universal, eZee has showed itself as a lead the way in the industry. Following a 

winning customization of our solutions as per GST observance for our users in Malaysia, we have 

residential our solutions as GST ready hotel software for India. 

 

Bearing in intellect the difficulty of GST norms, billing and tax calculation for restaurant in 

India, eZee solutions will let you administer your belongings resourcefully and impart brilliant services 

to visitors during accurate tax computation, GST-compliant statement and receipt creation, giving in of 

multiple GST returns on a timely basis and more. 

 

Conclusion  
More important, from the manufacturer and user viewpoint, this transform is going to have 

extensive crash on the industry as well cost to customers with respect upon the construction 
 
Of the industry and place of industry and customer. For that reason it happen to important to reform the 

industry and position depending upon the estimation of suggestion of GST on each type of dealings. The 

crash examination and preparation for reformation can be ended only after the proper implementation 

and understanding. 
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