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ABSTRACT 

 

This paper tries to answer the question: What kind of inconsistencies are there in              

restaurant billing and how is it likely to change after GST is introduced? Photographs              

of pre and post GST bills were used to collect information from Delhi, Mumbai and               

Pune. An online survey was used to check awareness amongst consumers about            

the taxes charged. Interviews with tax experts were used to understand tax rules.             

Our data confirmed many inconsistencies in billing before GST was introduced. Our            

hypothesis that bills will be simpler and more consistent after GST has been proved              

to be correct to a large extent. Earlier there were up to six different taxes charged                

and it varied from state to state but now there are a maximum of three taxes charged                 

at the same rate across the country. There were differences in Service Charge, cost              

of bottled water and VAT on alcoholic beverages but these inconsistencies remain.            

We have also found that restaurants that used to charge no tax on take-away, and if                

we sat in a Non- AC section, now charge 18% tax. However, fully AC restaurants               

have not become more expensive. We believe that our research is very useful to the               

general public since findings from the survey indicate that awareness about taxes            

and rules is low. We heard many people say that by just answering the survey they                

had started noticing and questioning the inconsistencies. If the full report is shared             

with the public, it will definitely help them too.  

(249 words) 
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INTRODUCTION 
 

The Research Question:  

What kind of inconsistencies are there in restaurant billing and how is it likely to               
change after GST? 

Rationale: 

Personal reasons: 

“My father used to own a restaurant and I would observe the bills carefully when they 
were brought home for checking. I found many differences and spelling mistakes on 
the bills so I thought I had to work on it.” Ranveer 

“I was initially interested in corruption in public life and then we started talking about 
corruption in restaurants. We discussed how we as consumers were being fooled 
with high price of food and numerous taxes. I was introduced to new terms like VAT, 
Service Tax and the Cesses. These fascinated me and I decided to find out more 
about billing in restaurants.” Shreenaya 

“My father has made an application to help with the restaurant billing system. So I 
was interested in this topic.” Arnav  

Other reasons: 

During a preliminary study of restaurant bills we found many discrepancies in them. 
For example: 

● Taxes varied amongst restaurants and percentages too.  
● Service Charge, Service Tax, VAT on beverages, VAT on food was charged            

but no percentages given 
● Value Added Tax (VAT) was sometime charged and sometimes not and the            

percentages also differed from one restaurant to another 
● Swach Bharat Cess and Krishi Kalyan Cess was sometimes charged and           

sometime not. We also read that they should be charged at 0.2% but some              
restaurants charged 0.5% instead. 

● Some restaurants did not charge any tax at all  

Some sample bills may be seen in Appendix1 

References 
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We also read articles, which made us think about the inconsistencies.  

 
1. One article from Times of India (2016 Oct 15 ) said that Ram Vilas Paswan               

the Minister of Consumer Affairs had said bottled water and packaged drinks            
should not be charged above MRP in hotels and restaurants and could be             
punishable by a fine and jail term. But our experience told us that most              
charged above MRP. 

 
2. Another article from Times of India (2017Jan 02) said that paying Service            

Charge was not compulsory and that the government has announced that it is             
at the consumers discretion, however many restaurants still charge it.  

 
3. We also found that it was mandatory for restaurants to mention the Service             

Charge in the menu card-This was according to an article in Midday (2015             
July 24)) as quoted by NDTV.​ ​But we do not always see this in restaurants.  

 
4. An article in Economic Times dated (2015 June 10) stated that the Finance             

Ministry had clarified that Non AC restaurants should not charge Service Tax            
but we found that some did.  

 
5. Some restaurants charged Service Charge and some did not. Though a letter            

by the Ministry of Consumer Affairs, Food and Public Distribution (2017 April            
17) said that it is actually up to the customer to decide how much to pay. 

 
6. And then we heard that the Goods and Services Tax (GST) was to be              

implemented from 1​st July and that it would simplify taxes. It was to replace all               
Central and State taxes. But we also heard that many people doubted            
whether GST would really help. This can be seen in this video interview of a               
restaurant owner in Bangalore by a journalist from Bloomberg Quint, in a TV             
program called Fineprint. .    
https://www.youtube.com/watch?v=CP0NW8R8yoQ 

 

7. After the introduction of GST we came across an interesting article which            
stated that all take away from AC restaurants and even restaurants with an             
AC section must charge GST of 18%. This made many restaurants more            
expensive.  

Links to all articles can also be found at the end of this document under ‘Citations’. 

Relevance of our research- Based on the above information, observations and           
experiences we believe our research question is very important to our community in             
Pune and even for people across India because- 
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1. People in cities visit restaurants often. If we share our research they will             
become more aware and alert about the billing. They can question           
inconsistencies and not be cheated. Just participating in the awareness          
survey made people more aware and they started questioning the billing.           
We heard of many instances where people started noticing the          
inconsistencies after they had participated in our online survey and told us            
about it. Moreover, 66 people said they would like to read our report in an               
answer to a question in the survey. 

 
2. If we share our research with restaurant owners they may become more            

particular about how they create the bills. In our experience we found that             
even restaurant owners were not sure about some tax rules. 

 
3. If we share the report with someone from the press it will get more              

exposure and more people will become aware of the tax rules and their             
rights 

 

Hypothesis- We think that presently there are too many discrepancies in restaurant            
billing but after GST is introduced bills will become simpler and very consistent since              
GST will wipe out VAT, Service Tax and many other taxes.  

Conclusions- ​Our data confirmed many inconsistencies in billing before GST was           
introduced. Our hypothesis that bills will be simpler and more consistent after GST             
has been proved to be correct to a large extent. Earlier there were up to six different                 
taxes charged and it varied from state to state but now there are a maximum of three                 
taxes charged at the same rate across the country.  

There were differences in Service Charge and cost of bottled water and beverages             
but these inconsistencies remain. So also, VAT on alcoholic beverages is still            
different in different states. 

A surprising finding was that restaurants, which used to charge no tax for              
take-away, and if we sat in a Non-AC section of an AC restaurant, now charge 18%                
tax irrespective of where we sit. However, fully AC restaurants have not become             
more expensive. 
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METHODS OF DATA COLLECTION 

We used the following methods because we wanted to collect information from a             
large number of restaurants and customers across Delhi, Mumbai and Pune. 

1) Photographs and observation table – We used photographs of restaurant bills           
because paper bills fade and we were able to collect bills from many cities              
very easily through WhatsApp. It was also easier to store and find the relevant              
photograph when needed. We collected 124 bills which covered the period           
from May to September 2017. 67 were from pre GST period (May to June)              
and 57 bills from the post GST period (July to September). The photographs             
were collected by all members of the group through their contacts in Pune,             
Mumbai and Delhi. They were sent over WhatsApp and then downloaded to            
the laptop and stored in a particular folder.  

 
Photographs of some sample Pre GST bills can be found in Appendix 1 and sample               

Post GST bills can be found in Appendix 2. All bills are available on request.  
 
We observed restaurant bills carefully and looked specifically at Service Tax, VAT,            

Service Charge, Krishi Kalyan Cess, Swach Bharat Cess and other taxes that            
are charged during the Pre GST period. We also looked for the VAT TIN and               
Service Tax numbers. Post GST we looked for changes in the billing system             
and whether it had become simpler and less prone to inconsistencies. 

Two separate sheets were maintained on an Excel document as can be seen in the               
screen shots below. 
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The Excel document can be seen at 
…​https://drive.google.com/file/d/0B-1zldYQ4zvmMjgxbEVDM2lIbFk/view?usp=sharin
g 

2) Survey – We used an online survey to understand a restaurant customer’s            
personal opinion and their awareness of tax rates in restaurants and their            
opinion about GST. We did this to understand whether our research would be             
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of help to them since it was sent out in the month of May before GST was                 
introduced.  

We received 100 responses within a week of the survey having been sent out. We               
used the online survey for restaurant customers since we could reach many            
friends and relatives through our parents WhatsApp groups. We forwarded          
the following link so that they could fill in the survey easily.  

https://docs.google.com/forms/d/1ToomLHLJMp-sPQ3SbFoTPHZjPYQijWreGgMPC
EYslHM/edit?ts=5991c2c5 

 
3) Interviews with restaurant owners- We had planned on meeting and          

interviewing 5 restaurant owners each, since we wanted to know their opinion            
too. But 3 of us did not complete these interviews. The sample questionnaire             
is in Appendix 3.  

 
4) Interaction with experts- We spoke to two experts, one was a Chartered            

Accountant, Mrs Priyanka Agarwal and the other was a GST expert Mr Sumit             
Bansal. 

We had a face to face interview with Mrs Priyanka Agarwal in the month of May but                 
missed recording it. So we had to send her a written questionnaire later. This              
can be found in Appendix 4 along with her responses. 

We asked her basic information about tax rates and what she thought about the              
introduction of GST and how it was likely to affect business and the             
customers.  

 
Later in the month of August after GST was introduced we spoke with Mr Sumit               

Bansal to understand more about GST. He is a ​Sr. Partner in a leading CA               
firm in NCR and has its offices in New Delhi, Ghaziabad and Meerut.              
Currently he is also serving as Chairman, Indirect Taxes of Mahanagar Tax            
Bar Association, Ghaziabad. ​We used a telephonic interview with him since           
he resided in another city. The recording of his interview can be found at the               
link that follows. It can be downloaded and then heard. 

https://drive.google.com/file/d/0B-1zldYQ4zvmbGt6UTZSeWhIZ2xXYmxSOWdQX2J
Eb0RTYXRr/view?usp=sharing 
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FINDINGS 

Major Findings 

1. We collected a total of 124 bills. 67 bills were from the pre GST period from                
the months of May and June and 57 from the post GST period from July and                
August.  

 
2. The bills from the pre GST period showed taxes like 1) Service Tax, 2) Value               

Added Tax or VAT on food, 3) VAT on alcoholic beverages 4) VAT on              
non-alcoholic bevarages, 5) Swach Bharat Cess and 6) Krishi Kalyan Cess.           
VAT was also different in different states across the country. After GST we             
found only 1) Central GST 2) State GST or a combined GST and GST is the                
same across all states so it has brought in more uniformity. But VAT on              
alcoholic beverages varies from state to state so there is still some            
inconsistency in the bills. From 1st July itself bills became much simpler as             
was predicted by our hypothesis. 

 
3. Inconsistency in Service Charge also did not change. Earlier it was charged            

by 30% restaurants and the same percentage continues to charge it after            
GST was introduced. Now more number of restaurants charge 10% than           

10 
 



before. However, 70% do not charge it, in line with the government directive             
that Service Charge is totally voluntary and should not be charged in the bill.  

 
4. One surprising finding was that AC restaurants have become slightly cheaper           

since they used to charge 5.6% Service Tax and 13.5% VAT in Pune, that is a                
total of 19.1%. Now they charge only 18% GST. However, take-away and Non             
AC restaurants have become more expensive. Earlier they were not          
supposed to charge Service Tax and even VAT was not charged by such             
restaurants, but now they all charge an additional 6% CGST and 6% SGST.             
Evidence of two such bills from pre and post GST period from the same              
restaurant can be seen below. If the restaurant has an AC section then they              
charge 18% GST. So the cheaper restaurants have become more expensive. 

                                               

5. People ate out fairly frequently but were not very aware of tax rates that were               
applicable in a bill, as is evident from the findings of the online survey. 

Some sample bills are in Appendix 1 and 2 

Findings from Pre-GST Bills 

We collected 67 bills from the pre-GST period. Raw data is available at this link…  

https://drive.google.com/file/d/0B-1zldYQ4zvmZHdQSG9aXzZkcnM/view?usp=shari
ng 

The Excel document has two different sheets for pre and post GST bills. 

1. Restaurants charged taxes like Service Tax, VAT on food, VAT on alcoholic            
and non-alcoholic beverages, Swach Bharat Cess and Krishi Kalyan Cess.          
Besides the taxes some restaurants also charged Service Charge which they           
are not supposed to. We also found that all the customers who bought bottled              
water paid more than MRP. This too was against government rules.  
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2. In Figure 1 you will see that 24 out of 67 (35.8%) restaurants charged 5.6%               
Service Tax which was the correct rate. And 16/67(23.8%) restaurants          
charged 6% which included Krishi Kalyan Cess and Swach Bharat Cess.           
21/67(31.3%) restaurants did not charge any tax at all. These last ones were             
the Non AC restaurants. So there were different rates in different restaurants.            
A couple even had rates that did not seem relevant and a few charged without               
stating the percentage. So we do see many inconsistencies as stated in the             
hypothesis.  

FIGURE -1 

 

 

 

FIGURE-2 
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3. Figure 2, shows VAT rates charged in different restaurants. 34/67(50.7%) or           
half the restaurants did not charge VAT at all. 12.5% was charged by             
restaurants in Delhi and 13.5% by restaurants in Maharashtra. Before GST           
was introduced states had different rates of VAT so across the country there             
were lots of differences too and this added to the inconsistencies.  

  
4. In Figure 3 we see the rates of Service Charge in various restaurants. 47/67              

(70.1%) restaurants did not charge any Service Charge which was according           
to government rules but the rest did charge it at varying rates from 3% to               
10.95%. 

FIGURE 3 
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5. In Figure 4 below we can see that those restaurants that charged Swach             
Bharat Cess also charged Krishi Kalyan Cess but only 20/67(29.8%) clearly           
stated that it was 0.2%. Many (17/67 or 25.3%) combined it with Service tax              
and 25/67 (37.3%) did not charge it all. Two restaurants even charged at             
0.5% and three of them did not state the percentage. Once again we see              
inconsistencies as stated in our hypothesis.  

FIGURE 4 
 

  

 

 

 

 

 

 

Findings from Post-GST bills 

1. We collected 57 bills from the Post GST period between July and September. 
From July 1​st​ we found that bills became much simpler. Since there were only 
two tax categories, State GST (SGST) and Central GST(CGST) we could 
compare the figures in just one chart as is shown in Figure 5. All tax rates 
were consistent across the three cities that we studied. 40 out of 57 stated 
SGST and CGST separately but 5 restaurants clubbed it as either 12% or 
18% as was applicable.  

FIGURE 5 
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2. Figure 6 shows a comparison of Service Charge rates before and after GST             
was introduced. Service Charge is still not charged by the majority of            
restaurants 40/57 (70.2%) but a fair number continue to do so. This            
inconsistency continues. 

FIGURE 6

 
 

3. VAT on alcoholic beverages and cost of bottled water varied but we did not              
have much evidence to come to an unbiased conclusion. What we can say is              
that not many people buy bottled water in a restaurant but they were charged              
more than MRP.  

Findings from Online Survey 

The online form was sent out before GST was introduced. We got 100 responses as               
can be seen from this screenshot of the survey in Figure 7. However since we had                
not made the questions mandatory not all questions were answered by all 100             
respondents. The number of responses varied from question to question.  
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FIGURE 7 

 

 

Original analysis of the entire survey can be seen on this link            
https://docs.google.com/forms/d/1ToomLHLJMp-sPQ3SbFoTPHZjPYQijWreGgMPC
EYslHM/edit?ts=5991c2c5#responses 

But some important findings are duplicated below.  

1. In Figure 8 we see that eating out was fairly common amongst our family and 
friends. 59.1% visited restaurant 1-2 times in a month and 28% visited a 
restaurant 3-4 times in a month. So our research will definitely be of interest to 
them since they can now make well informed choices. 

 
FIGURE 8 
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2. In Figures 9a and 9b we can see that 79.8% people read their bills carefully 
and 63% had questioned them at some time but we think these questions 
should have been framed differently. We should have asked “Do you check 
for tax rates applied in the bill?” On questioning people at random we found 
that many people check totals and items bought but rarely check the taxes 
that have been added to the bill. This can be validated from the findings in 
Figures 10 and 12. 

 
 
 
 
 
 

FIGURE 9a 
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FIGURE 9b  
 

 
 
 
 
 
 

3. In Figure 10 only 34.8% people (31 from 89 responses) knew that ST was 
5.6%. A majority of people did not know the correct percentage of ST. So 
awareness of this was low. 
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FIGURE 10 

 

FIGURE 11 

  

4. Figure 11 does not give us a true picture of the number of people who knew 
the correct VAT percentage that should be applied in restaurants since VAT 
was different in different states and our surveys were sent to people in 
different cities. It would have been valid only if all people were from the same 
state.  

  
5. However, in Figure 12 we can clearly see that only 40 out of 94 people (42%)                

knew the correct percentage of Swach Bharat Cess and 40 out of 89 people              
(44.9%) knew the correct percentage of Krishi Kalyan Cess. So a majority of             
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customers were unaware of the cess rates that should be applied in a bill,              
which is 0.2% for each of them.  

FIGURE 12 

 

6. When we asked customers if GST would improve restaurant billing and if they             
were happy about GST being introduced, 53.3% thought that it would improve            
billing and 60.2% said that they were happy GST was being introduced. This             
is seen in Figures 13a and 13b. There were many who were not as hopeful or                
did not know. So the findings from the bills will help such customers decide              
whether GST is beneficial to them or not. 

FIGURE 13a 
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FIGURE 13b  

 

 

Findings from the questionnaire to owners-  

We do not have any conclusive evidence from the questionnaires since only 5 were              
filled, though we had planned on getting 20. This was because we had personal              
difficulties in meeting with the owners/managers and even those questionnaires that           
were filled usually incomplete. 
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DISCUSSION 

Research Question 

What kind of inconsistencies are there in restaurant billing and how is it likely to               
change after GST? 

Hypothesis 

We think that presently there are too many discrepancies in restaurant billing but             
after GST is introduced bills will become simpler and very consistent, since GST will              
wipe out VAT, Service Tax and many other taxes.  

Summary of Key Findings 

The bills from the pre GST period showed 6 different taxes and VAT was also               
different in different states across the country. After GST we found only two taxes              
mainly Central GST and State GST. Sometimes even this was combined under GST             
and since GST is the same across all states it brings in more uniformity as was                
predicted by the hypothesis. 

VAT on alcoholic beverages still varies from state to state so this inconsistency             
remains. 

The inconsistency in Service Charge did not change. Earlier it was charged by 30%              
restaurants at different rates ranging from 3% to 10% and the same percentage             
continues to charge it after GST was introduced. The only difference is that it is now                
it is charged at 5% or 10%. 

One surprising finding was that AC restaurants have become slightly cheaper and            
take-away and Non AC restaurants have become more expensive.  

Factors that could have influenced the results 

Since the observations of the bills were very specific and based on numbers and              
percentages there is not much likelihood of bias. However, the online survey could             
have been open to error since it may have been answered on guesswork and not               
really knowledge of the tax rates. 

Significance to our city 

People in cities visit restaurants often. If we share our research they will become              
more aware and alert about the billing. They can question inconsistencies and not be              
cheated. Just participating in the awareness survey made people more aware and            
they started questioning the billing. We heard of many instances where people            
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started noticing the inconsistencies after they had participated in our online survey            
and told us about it.  

66 out of a total of 100 respondents to the online survey have asked for the report                 
after we complete it. They have given us their email addresses. This too indicates              
how keen people are to know about our project. 

If we share the report with someone from the press it will get more exposure and                
more people will become aware of the tax rules and their rights. 

If we share our research with restaurant owners they may become more particular             
about how they create the bills. During our informal conversations with some            
restaurant owners and managers we found that even they were not very sure about              
some tax rules.  

Action steps for future 

1) We will be sending our report to all those who said they wanted to read it. 66                 
people gave their email addresses in our online survey.  

2) We will also be doing a presentation of our project to parents and children in               
our colony. 

3) We would like to make a video about our research and post it on YouTube. 
4) We can share the report with restaurant managers whenever we visit a            

restaurant.  

New research questions that emerge 

The research questions that have emerged from our research are: 

How much does cost of bottled water and VAT on alcohol vary from one restaurant 
to another? 

What is the procedure for paying taxes to the government and is there scope for 
corruption at this stage? 

What kind of inconsistencies are there in pricing of hotel rooms and how is it 
decided?  
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REFLECTIONS 

Arnav Badhe-​ The most enjoyable part of the process was making the charts from 
the data in the Excel sheets.  

I struggled with the paper questionnaire for restaurant owners.  

If we have to do our research again than we will make all the question mandatory 
because in our online survey over 100 people filled it but everyone did not fill all the 
questions.  

In the process I learnt about VAT, GST, Service Charge, Service Tax,​ ​Excel sheets 
and much more  

Shreenaya-​ The most enjoyable part of the process for me was to choose the topic 
and to figure out the question, and in fact each and every step which we took to 
finish the project. 

The difficult part for me was to collect restaurant bills. Others were pretty easy and 
fun like to research about the taxes. 

I would really like to change the survey form to the restaurant customer (To make 
every question compulsory) and to collect more bills and take the questionnaire to 
more restaurant owners/managers 

What I learned from this project- I learned a lot about the taxes of pre and post GST 
and got to know a lot about restaurant billing. 

Ranveer- ​The most enjoyable part was making charts on Word. 

I struggled with getting the restaurant owner questionnaires filled. 

I would change the questionnaires to restaurant owners into online surveys. 

I learnt that team work is important. I learnt about taxes and I also learnt that some 
restaurants are corrupt because they charge wrong tax rates. 

Vasu-​ Working on this project was very interesting, informative and a great learning 
for me. From each answer a new question arose. This was a thoughtful and 
brainstorming project.  

It was hard to understand it but I got it slowly. 
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There is nothing that I would like to change about the project. 

I learnt about components of bills, understood discrepancies in bills, understood rate 
of taxes, GST and Service Charge.  
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Appendix 2 – Sample Post GST Bills 
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Appendix 3- Survey for Restaurant Owners/ Managers 

D​ear Sir/Madam, 

We, the children of Ramnagar Colony, are doing a research project for ‘City as Lab’,               
an All India competition for school children. Since our topic is ‘Billing in Restaurants’              
we would be very grateful for your inputs. All individual information will be kept              
strictly confidential. If you would like to read our final report it will be ready by the end                  
of October and we can send you a soft copy. We would be sincerely grateful if you fill                  
in all the information that we require for our study. 

Please tick mark the option that applies to your restaurant or fill in the blank 
spaces. 

Date:___________________                                         AC/Non AC______________  

  

1) How much VAT did your restaurant charge customers earlier?  

      a) 0%              b) 13.5%            c) 12.5%            d) Other 

2) How much Service Tax did you charge?  

      a) 0%              b) 5.6%              c) 6%                  d) Other____________ 

3) Did you charge Service Tax on home delivery and how much? 

      a) Yes_____________              b) No  

4) Is Service Charge mentioned in your menu card? 

      a) Yes              b) No 

5) How much Service Charge do you charge?  

     a) 0%               b) 10%               c) 20%                d) Other____________ 

6) When do you offer discounts and why? 

___________________________________________________________________
___________________________________________________________________
__________________ 

 

7) Do you think bills across restaurants are inconsistent and how/why? 

___________________________________________________________________
___________________________________________________________________
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___________________________________________________________________
___________________________ 

  

8) What percentage of GST applies to your restaurant? 

___________________________________________________________________
_________ 

9) How do you think GST is affecting your business? 

___________________________________________________________________
___________________________________________________________________
___________________________________________________________________
___________________________ 

10) Do you think GST is benefitting customers? 

----------------------------------------------------------------------------------------------------------------
----------------------------------------------------------------------------------------------------------------
----------------------------------------------------------------------------------------------------------------
----------------------------------------------------------------------------------------------------------------
------------------------------------------------------------ 

11) Do you think GST is beneficial to your business? 

 
----------------------------------------------------------------------------------------------------------------
----------------------------------------------------------------------------------------------------------------
----------------------------------------------------------------------------------------------------------------
----------------------------------------------------------------------------------------------------------------
----------------------------------------------------------- 

12) What is the annual turnover of your restaurant? 

___________________________________________________________________
_________ 

13) Would you like to receive a soft copy of our report? If yes, please give us an 
email address so that we can send it to you. 

 

                                        THANK YOU FOR YOUR TIME!  
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Appendix 4- Questionnaire filled by Ms Priyanka Agarwal, CA 

What is Service Tax rate for restaurants in Mumbai, Pune and Delhi? 

Service tax is a levy collected by the Central Government for the provision of certain               
services. The rate of service tax includes the service tax and Swachh Bharat Cess of               
0.5% and Krishi Kalyan Cess of 0.5%.Ideally, service tax should be imposed only on              
40% of the value of the bill, which is assumed to be the standard service expense,                
as opposed to the remaining 60% that is the raw material of the food and beverages                
ordered by the customer. This means that the service tax is chargeable only on 40%               
of the bill and not on the entire amount.  

Service taxes in different cities are as follows: 

Mumbai – 14%*40% = 5.6% 

Delhi – 14%*40% = 5.6% 

Pune - 14%*40% = 5.6% 

 

What is VAT and what rate is it in Mumbai, Pune and Delhi? 

VAT is a kind of tax levied on sale of goods and services when these commodities                
are ultimately sold to the consumer. 'Value Added Tax is liable to be paid when an                
existing item undergoes processes which “add value” to it, and modify it into           
something else. As far as restaurants are concerned, raw vegetables, fruits, spices,            
and pastes are cooked into a meal, and therefore, VAT becomes           
chargeable. While VAT is levied on sale of goods and services and paid by            
producers to the government, the actual tax is levied from customers or end users             
who purchase these. Thus, it is an indirect form of tax which is paid to the                
government by customers but via producers of goods and services. 

VAT = 12.5% in Delhi, in Mumbai, Pune 

VAT on alcoholic beverages = 20%  

What is the correct rate for SBC and KKC?  

SBC is 0.5% and KKC is 0.5% on 40% of the bill so effectively 0.2% of entire bill 

What is GST and why is GST being introduced? How will it affect the customer​? 

GST is set to single-handedly abolish all the unnecessary money-charging schemes,           
earlier adopted by retailers to make easy money. The reform will noticeably reduce             
the compliance cost for taxpayers, harmonise the tax structure, while transforming           
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operations into a uniform entity across states. Especially for food and beverages, its             
implications remain progressive. As per the current system of taxation, the restaurant            
sector is burdened with multiple high-costing taxes, charges and cesses. On each            
and every food and beverages bill, the diner pays additional VAT as well as service               
tax and service charge, not to forget the cesses. The range of VAT rate is generally                
between 12.5-14.5 per cent as per the individual State VAT laws and abatement rate              
on service tax on restaurant services is 6%. Thus, the effective tax rate comes to               
somewhere around 18.5-20.5 per cent that varies for different states. 

With the execution of GST, all taxes will form under a single bracket, adding 
uniformity to a market plagued by unnecessary additional taxes. In context to 
restaurants, while they are paying tax, a total of VAT at (12.5 per cent)+ Service Tax 
(6 per cent) + Service Charge (10 per cent) is applied on it. 
Under the new system, the restaurants are broadly divided into two areas: non-AC 
and AC restaurants. Dining out in air conditioned restaurants will attract tax of 18 per 
cent as against 10.6 per cent charged (including VAT and service tax) now. For 
low-cost restaurants, the tax rate would be 12 per cent as against 6 per cent now. 
Non-AC restaurants will charge 12 per cent GST on food bill. 5-star hotels will be 
even more expensive as the GST rate will be 28 per cent.  
Initially it will cost more to 

What is the rate for GST in the various cities? 

The GST rates are same in all the cities: 

 

How will GST affect the restaurant business? 

GST will ensure all the restaurant under the same category charge the same rate of               
tax all across the country. ​Restaurant owners have more reasons to cheer in the              
GST regime. Under the VAT regime, restaurant business owners did not have any             
option to adjust the output service tax liability with the credit of input VAT on goods                
consumed. However, under GST both these taxes will be subsumed into GST and             

41 
 



thus credit of input will be available for adjustment against the output liability,             
irrespective of goods and services. 

What is Service Charge and should restaurants be charging it? 

Service charge is not a tax, and therefore, restaurants are not legally bound to              
enforce it. The amount of service charge a restaurant levies is entirely at its own               
discretion. Typically, 10% is charged, and it is mentioned on the menu. The            
customer stands the right to argue on service charge and get it reduced or removed. 

 

What is the rule about cost of bottled water in a restaurant? 

The government has forbidden companies from selling the same product at different 
'maximum retail prices', bringing relief to customers who have complained against a 
higher MRP being charged at airports, malls and cinemas.  
Restaurant owners said the rules won't apply to them. "This won't be applicable to 
restaurants as under GST they come under the category of supplier services. And 
the latest notification is applicable for retail services where customer buy off the 
counter," said Rahul Singh, secretary, National Restaurant Association of India 
(NRAI).  
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Appendix 5- Links to data maintained online 

Online Survey for restaurant customers- ​https://goo.gl/forms/EGMJonyQqM9Yjpvx1 

Data table of observations of Pre and Post GST bills-          
https://drive.google.com/file/d/0B-1zldYQ4zvmMjgxbEVDM2lIbFk/view?usp=sharing 

Audio recording of Interview with GST expert Mr Sumit…..         

https://drive.google.com/file/d/0B-1zldYQ4zvmbGt6UTZSeWhIZ2xXYmxSOWdQX2J
Eb0RTYXRr/view?usp=sharing 

Photographs of Pre-GST bills- 
https://drive.google.com/drive/folders/0B-1zldYQ4zvmZnc2c25iQ3JMNVE?usp=shari
ng 

Photographs of Post GST bills- 
https://drive.google.com/drive/folders/0B-1zldYQ4zvmMDRZZm5HUE5xUU0?usp=s
haring 
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