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Abstract: The implementation of the Goods and Services Tax has resulted in significant changes to the tax
code, compliance requirements, and rates for several industries, including the restaurant and hotel industries.
The regulations and rates of GST for restaurants and hotel businesses have undergone numerous changes since
the tax's implementation on July 1st, 2017. Before the introduction of the Goods and Services Tax (GST),
hotels and restaurants were subject to many indirect taxes. The VAT rate for hotel rooms was around 12% to
14.5% and additionally liable to pay a service charge of 15%. However, for restaurant business service tax
rate was 6% and apart from that 12% to 14.5% VAT was levied. At the initial stage of the introduction of
GST, the tax rates for restaurant and hotel business were quite high but with time various amendments have
been made regarding tax rates and provisions regarding input tax credit and tariff-based GST rates for hotel
rooms. This primary data-based study tries to measure the perception of hotel and restaurant owners regarding
the impact of Goods and Services Tax on various areas such as taxation, owners and customers of hotels and
restaurants, Accounting procedures, and the whole economy from the viewpoint of restaurant and hotel
owners in Ahmedabad.
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. INTRODUCTION

The Goods and Services Tax (GST) represents a significant and ambitious reform in India's tax landscape
following its independence. Its primary aim is to impose a single, uniform national tax on all goods and
services, replacing various Central and State taxes. This overhaul has transformed India into a more unified
market and has expanded the taxpayer base by incorporating more producers. By enhancing efficiency,
GST has the potential to substantially contribute to economic growth and government revenue. The
implementation of this new tax, covering both goods and services, by both the Central and State
governments within a large and intricate federal system is arguably unparalleled in modern global tax
history.

GST operates as a tax on goods and services, offering comprehensive and continuous offset benefits
throughout the supply chain up to the retailer level. It essentially taxes value addition at each stage, allowing
suppliers to offset the GST paid on their purchases through a tax credit mechanism. Ultimately, the end-
user bears the burden of GST. With GST's introduction, a continuous chain of offsetting from the original
producer to the retailer has been established, eliminating the cascading effects of the previous indirect tax
system.
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Before GST, India's indirect tax system suffered from limitations such as tax-on-tax in the Central excise
duty and State sales tax systems. GST has replaced numerous Central and State indirect taxes, integrating
taxes on goods and services to provide relief through offset mechanisms. Additionally, it has addressed
certain value additions in the distribution trade. The inclusion of almost all services under GST is justified,
considering the significant untapped potential of the services sector in India. By reducing the multiplicity
of taxes, GST has lowered the operating costs of the tax system and brought uniformity in tax rates and
procedures nationwide, thereby reducing compliance costs.

In summary, GST is a comprehensive indirect tax levied on the manufacture, sale, and consumption of
goods and services at the national level, aiming to create a unified common market in India. It aims to
establish a world-class tax system and enhance tax collections, while also addressing historical disparities
between the manufacturing and services sectors. GST facilitates seamless credit across the entire supply
chain and all states under a unified tax base.

Il. LITERATURE REVIEW

Poonam (2017), In her research, the author emphasized the significance of Goods and Services Tax (GST)
as a crucial step in the realm of indirect taxation. It was highlighted that GST has the potential to mitigate
cascading and double taxation effects by amalgamating central and state taxes. Furthermore, it was
suggested that the tax burden on consumers could decrease significantly, estimated to be around 25% to
30%, upon the implementation of GST. With the introduction of GST, it was argued that Indian
manufactured goods would become more competitive both in domestic and international markets, thereby
fostering economic growth. The paper contended that GST's transparent features would facilitate easier
administration of the taxation system. The primary objective of the study was to elucidate the concept of
GST and its current status in India. Additionally, the research aimed to explore the advantages and
challenges of implementing GST in the Indian context.

Garg (2017), examined the fundamental principles and characteristics of Goods and Services Tax (GST) in
India. It was emphasized that GST represents a significant indirect tax reform for the country, as it
encompasses all goods and services across various sectors, including industry, business (including
government sector), and the service sector. The implementation of GST is expected to impact a wide range
of stakeholders, including large and small-scale units, medium-sized enterprises, intermediaries, importers,
exporters, traders, professionals, and consumers. The introduction of a uniform tax rate for both the central
and state governments is anticipated to enhance economic development by augmenting tax collections.
Moreover, the researcher noted that GST aims to minimize exemptions, ensuring that manufacturing and
service sectors bear equal tax burdens.

Ann Abhraham (2019), The implementation of the Goods and Services Tax (GST) system in India aimed
to address the shortcomings of the previous indirect tax system and create a unified market across the nation.
Initially, the introduction of GST rates in the hotel industry faced resistance from hoteliers. However,
following the implementation of revised rates in November 2017, a majority of hoteliers expressed
confidence in the system. Despite incurring additional costs during the transition to the new system, it is
anticipated that GST will bring long-term benefits. It is believed that GST will ultimately fulfil the vision
of "One Nation One Tax," creating a more streamlined and efficient tax framework for the country.

Renuka (2018), Based on her research findings, concluded that there would be no noticeable increase in
prices following the implementation of Goods and Services Tax (GST), which represents a significant
improvement compared to the previous service tax regime. The advantages of GST outweigh the
disadvantages for consumers, as the impact of the increment in prices, particularly in the tourism and
hospitality sector, will not be significant post-implementation. While there may be a slight rise of 4.5% to
5% in tour package costs, this increase is expected to be absorbed without causing a significant impact. This
contrasts with the previous service tax regime, which saw a doubling in rates from 4.5% to 9%. With the
tourism and hospitality sector in India experiencing rapid growth, projected to reach US$280.5 billion by
2026, the initial phase of GST implementation was a tense period. However, despite the initial

[JCRT2403797 | International Journal of Creative Research Thoughts (IJCRT) www.ijcrt.org \ g679


http://www.ijcrt.org/

www.ijcrt.org © 2024 1JCRT | Volume 12, Issue 3 March 2024 | ISSN: 2320-2882
apprehensions, it remains to be seen whether the disadvantages outweigh the benefits for this sector in the

long run.

I1l. RESEARCH METHODOLOGY

3.1 Objective of the Study: The primary objective of this study is to investigate the perception of Hotel
and Restaurant owners regarding the impact of Goods and Services Tax (GST) on Ahmedabad city.

3.2 Types of Data: This study relies on primary data, which is data collected directly from the Hotel and
Restaurant owners of Ahmedabad.

3.3 Method of Data Collection: The primary data for this study was gathered through the use of structured
questionnaires.

3.4 Sampling Size and Method: A convenient sampling method was employed to select a sample size of
100 hotels and restaurants from the total number of establishments located in Ahmedabad.

3.5 Data Analysis: The collected data was analysed using SPSS (Statistical Package for the Social
Sciences) software to derive meaningful insights and draw conclusions regarding the impact of GST on the
restaurant and hotel businesses in Ahmedabad.

1V. DATA ANALYSIS

No. Particular Not at Not | Neutral | Agree | Fully
all Agree agree
agree

1. GST is a better taxation system 7 21 19 37 16
compared to the Indirect tax system

2. For India, the GST is the best tax 2 17 29 38 14
system.

3. Understanding the GST system is not 23 49 29 7 2
difficult.

4. The "one country, one taxation 10 20 16 32 22
system™ goal will be achieved with
GST.

5. The GST will spur economic growth. 3 18 21 42 16

6. Over time, GST will have a positive 1 15 37 29 8
impact on GDP.

7. The GST may keep the rate of 17 39 26 13 5
inflation low.

8. The tourism business is positively 5 35 13 37 10
affected by GST.

9. The GST has made accounting 14 20 20 40 6
operations easier.

10. | The accountant finds it simple to 9 19 20 45 7
report under the GST.

11. | The entire accounting process has 7 27 19 36 11
become simpler because of the GST

12. | The entire tax system has become 6 27 16 40 11
simpler because of the GST.

13. | Overall restaurant and hotel business 12 36 23 21 8
have increased as a result of GST.
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14. | Business transaction costs have 14 39 16 24 7
decreased as a result of GST.

15. | The owners of restaurants and hotels 7 44 20 24 5
are pleased with GST.

16. | For hotels and restaurants, the cost of 9 46 18 22 5
compliance and technological burden
has decreased due to GST.

17. | GST has a positive impact on the 8 25 16 34 17
overall nation.

18. | The GST will result in more foreign 12 31 11 31 15
investment.

19. | GST will attract more foreign tourists. 14 23 14 29 11

20. | GST is going to help make our 9 20 15 38 18
country corruption-free.

21. | GST has a positive impact on 11 31 9 38 11
customers of Restaurants and hotels.

22. | GST has reduced costs (tax burden) 11 26 9 40 14
for customers.

23. | The GST has raised customer 14 22 16 35 13
satisfaction levels.

24. | GST has brought clarity for customers 6 28 19 38 9
regarding the taxation system.

Table 1
Impact of GST on Tax System

Impact of GST on Tax System
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Better than Tax System to One Tax
Indirect Tax Understand System
system

B Not at all agree  BNot Agree ENeutral BAgree BFully agree

The above chart indicates that the Hotel and Restaurant owner of Ahmedabad has a positive perception of
GST regarding overall GST law, as the majority think that GST is a better taxation system than the indirect
tax system and for a country like India it is the best tax system. It will help to achieve the goal of One country
one tax system. However, they disagree that it is easy to understand GST.
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Table 2

Impact of GST on Overall Economy

Impact of GST on Overall Economy
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The majority of respondents mention that GST will bring economic growth and the transportation sector will
also grow but they don’t think that GST will help to curb the inflation rate down.

Table 3

Impact of GST on Accounting Procedure

Impact of GST on Accounting Procedure.
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According to the hotel and restaurant owners, GST has an overall positive impact on their accounting
procedures. They agree that accounting procedures have become easy and simple, it has become easy to report

under GST and the entire taxation system has become simpler due to GST.
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Table 4

Impact of GST on Overall

Impact of GST on Overall Business
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However, hotel and restaurant owners don’t think that their overall business has increased due to GST and
their compliance cost and business transaction costs have decreased after the GST.

Table 5
Impact of GST on the Whole Nation

Impact of GST on whole Nation.
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According to the hotel and restaurant owners of Ahmedabad GST has an overall positive impact on the nation,
it will bring more foreign investment and tourists as well as it will help to make India corruption-free.
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Table 6

Impact of GST on Customers

Impact of GST on Customers
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As well as they also mention that GST has a positive impact on the customer and hotel, it reduces costs for
customers, raises customer satisfaction, and brings clarity to customers regarding the tax system.

V. FINDINGS AND SUGGESTIONS

As per the perception of hotel and restaurant owners in Ahmedabad GST has a positive impact on the taxation
system but still many people find it hard to understand. Also, GST has a positive impact on the whole nation
but they don’t think that GST will help to reduce the inflation rate. GST has also a positive impact on the
accounting procedure of hotel and restaurant businesses. However, GST has a negative impact on various
aspects of the hotel and restaurant business but it will push our nation toward growth and development it has
a positive impact on customers of hotels and restaurants and it has brought clarity for customers regarding
taxation.
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