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Abstract 

 In India presently we pay two types of taxes i.e. straight tax and meandering taxes. Direct Tax is paid 

directly to the government by the taxpayer in form of Income Tax, Wealth Tax, and Corporate Tax. Indirect 

Tax is a tax imposed on goods and services rather than on income or profits. Food industry in India comes 

under the GST system of taxation and is the fastest growing sector. Due to the changes in tax collection 

framework the development of food industry is being affected. The introduction of Goods and Services Tax 

has created some perplexity in the food industry. The concept of goods and services tax was implemented to 

combine several commodity tax schemes which were before embraced by the retailer in order to make money. 

This restructuring will bring changes in the cost for the tax payer. Under the system of GST, the tax system 

will change into uniform entity across states and the tax structure will also be uniform. The food sector was 

overloaded with multiple high costing taxes under previous tax collection framework. Before consumers used 

to pay VAT, service tax and additional service charge on food restaurant bills but under GST all the extra 

and needless charges have been reduced. This paper attempts to study the effect of GST on the prices as well 

as consumption demand of food among food consumers in Tiruchirappalli city. 
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Introduction 

 Food is an essential part of our lives. The foodstuff manufacturing is the basic and significant to every 

nation. Foodstuff industry plays a significant role in providing food for individual consumption. It plays an 

important role in the economic growth of any country. It is one of the world’s most dynamic economic sectors. 

(Matthew N. O. Sadiku etal). 
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 The Goods and Services Tax (GST) is a value added tax charged on most goods and services sold for 

domestic consumption. The GST is paid by consumers, but it is remitted is the government by the businesses 

selling the goods and services. In effect GST gives revenue for the government.     

 In India, before GST was implemented, different types of indirect taxes existed. From the production 

of the product up to its sale there were many taxes levied in India (sales tax, service tax, production tax, 

custom us tax, MOVAT and VAT). The government of India under the leadership of Prime Minister Narendra 

Modi decided to combine all the different type of commodity service taxes into one single tax that would be 

the same throughout the nation. This new single commodity and service tax was named Goods and Service 

Tax (GST). It began to be implemented in India from the mid night of July1, 2017 after Parliament of India 

passed the GST bill. These slab charges of GST were fixed at 0%, 5%, 12%, 18% and 28%. (Kannammal G 

etal).  

GST in Food 

 All essential items, fresh foods like vegetables, fruits, milk, butter, meat, chicken, fish etc., came under 

0% of GST. The other commodities and services were levied higher GST rates. Processed food products such 

as instant food, packed food, frozen food, tinned food, fast food and food sold in all types of restaurants were 

brought under 12-18% of GST, during the initial month of GST. Later on GST on food sold in restaurants 

was reduced from 12-18% to 5%. (Kannammal G etal).  

 

Food Industry in India 

Food industry is one of the world’s preeminent growing sectors. On the other hand, over a period of 

time, with an expansion in the number of nuclear families, disposable income and urban life style as well as 

globalization. Indian food market is projected to grow at a Compound Annual Growth Rate (CAGR) of 18 

percent by 2020 due to changing consumer activities and demography. Food market in India is expected to be 

valued at US$27.57 billion by 2022. Vegetarian food market represents around 45 percent of the whole food 

market in India. Fast Food Casual dining restaurants (CDRs) market in organized fast food sector in India is 

expected to grow at a CAGR of 27 percent by 2021-2022. Quick Service Restaurants (QSRs) market in 

organized fast food sector in India is projected to grow at a CAGR of 20 percent by 2021-2022. At the city 

level, a large share of the food and fast food outlets restaurants in metro Politian city and small metro politian 

city due to higher consumption, heightened consumer awareness, and exposure in key cities such as Delhi, 

Mumbai, Bangalore, Hyderabad, Coimbatore, Chennai, Madurai and Tiruchirappalli (Report of  Food and 

Fast food industry in India 2021).  

Tiruchirappalli is one of the fast developing cities in Tamil Nadu. It has been ranked as 13th among the 

cleanest cities in India. On the other hand the growth of food and fast food outlets. Food and fast food 

restaurants provided many food varieties. There are 243 registered food and fast food restaurants in 

Tiruchirappalli City (Report of Statistical Office in Tiruchirappalli 2020).  
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Review of related studies  

 Kunal Wadhwa 2018 studied that the Food and fast food industry, as no ITC is approved, any Good 

and Service Tax paid is a cost, which would manipulate restaurants to keep away from incurring such charges, 

attracting high levied. The study concludes that the only way to encourage use of technology and to incentivise 

restaurants to use offline and online delivery partners is by reducing the GST rate, which would help to the 

extension of this new planned.  

 Thornton Grant 2018 studied that the food and fast food industry in Mumbai and Bangalore feels the 

impact of Goods and Services Tax (GST) has been for the most part optimistic, but lack of clarity on 

regulations remains a major problem, according to a review. The study observed that 70 percent of the 

restaurant proprietor in the two cities believed GST is a positive result for the business. 

Statement of the Problem 

 After the implementation of the GST on different goods there were both positive and negative results 

hit the government. But in the food outlets a vivid grows has been seen by the companies. This rapid growth 

is taking place in spite of raise in food price and it does not affect the consumption level at any risk. 

  

Object of the Study 

1. To study the effects of GST after its implementation in the food outlets. 

2. To study the consumption rate of food items after the implementation of GST. 

Methodology of the Study 

 For this study 100 consumers were randomly chosen from Hakim biriyani (40) respondents and SVR 

restaurants (60) in Tiruchirappalli metropolitan city. They were interviewed with the help of the questionnaire. 

To validate the present price of food items and the old price of food items.  The restaurant salesmen were also 

interviewed to find out the changes in the prices of fooditmes after GST. This study includes both primary 

and secondary data to arrive its results. 

Result and Discussion  

 The analysis reveals that out of 100 respondents 72 were meal and 28 were female, who regularly 

come to food outlet. Around 66.3 percent of them fell in the 26-36 years age group, 78 percent of consumers 

are coming from nuclear family. While analyzing the choice of food outlets among the regular consumers it 

has been identified that 60 percent of consumers’ preferred SVR restaurant in Tiruchirappalli metropolitan 

city. 
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To indicate the changes in the prices after GST one item each from the two selected food restaurants are given 

as example below the table.   

Table No: 1 

Food Prices of before GST and after GST of 

Food stuff Outlets in Tiruchirappalli City 

Food 

Outlets 

Dish Product 

price 

including 

(VAT 

14.5% + 

Service 

tax 10%) 

 

Product 

price 

including 

GST 

Initial 

stage of 

18%) 

 

Product 

price 

including 

GST 

Current 

stage of 

5%) 

 

Price 

variation 

of before 

and after 

the GST 

Hakim 

Briyani 

Ultimate 

meal box 

with chicken  

 

180 

 

238 

 

210 

 

30 

SVR  

Ultimate 

chicken 

Briyani 

 

140 

 

 

 

180 

 

 

 

160 

 

 

 

20 

Source: Compiled from Primary data 

 This table 1 depicts that, Hakim Biriyani outlet charged Rs 180 for one ultimate meal box with chicken 

before the implementation of GST and the initial stage of the implementation of GST it charged Rs 238  and 

the price difference after implementation of GST came to Rs.30. At the same time SVR Charged Rs.140 for 

ultimate meal box with chicken before the implementation of GST and at the initial stage of the 

implementation of GST it charged Rs.180. However, now it charges Rs.160. the price change came down 

from Rs.40 at the initial stage to Rs. 20 as of now.     

 

The number of customers visited the selected foodstuff outlets was calculated by taking the average number 

(per day) as given by the managers of the outlets. The results showed that though initially there was a reduction 

in the number of customer after GST, currently the number of customers has found increased (Table 2).   
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Table No: 2 

Customer turnout before and after GST of  

Selected Food Outlets in Tiruchirappalli City 

 

Foodstuff 

outlets 

Number of foodstuff 

customers in before 

GST  

 

 

Number of foodstuff 

customers at the 

initial stage of GST 

(18 %)  

 

Number of food 

customers at the 

current stage of 

GST (5%) 

 

Food 

Customers variation 

before and after the 

implementation of GST  

Hakim 

Biriyani 
2933 2901 2961 28 

SVR 3062 3060 

 

3124 

 

62 

Source: Compiled from primary data  

  Another observation made during the study was that SVR and Hakim Biriyani majority of the 

respondents preferred SVR to Hakim Biriyani because it is a local food stuff outlet where the variety of food 

and the price of food items attracted the local people. Similarly Hakim Briyani provides the original taste of 

the food items and naturally the prices are relatively higher.      

Table No: 3 

Classification on the basis of Respondents’ Opinion about Food 

Consumption after GST 

S.No 

Opinion of 

Consumers 

 

Strongly 

Disagree 
Disagree Neutral Agree 

Strongly 

Agree 

1 
Price has increased 

after GST  

2 

(2%) 

2  

(2%) 

4 

 (4%) 

18 

(18%) 

74 

(74%) 

2 

Rise in Price has 

affected my 

consumption 

68  

(68%) 

16 

 (16%) 
8(8%) 

6 

 (6%) 

2  

(2%) 

3 

The combo offers 

are more attraction 

than price rise 

 2 

(2%) 

 4 

(4%) 

4 

(4%) 

14 

(14%) 

76  

(76%) 

4 

I need food so price 

rise or combo offers 

don’t influence 

0 

(0%) 

0 

(0%) 

4 

(4%) 

12  

(12%) 

84 

(84%) 

Source: Compiled from primary data  

Almost all the respondents agreed that the price of food items has increased after GST but it has not 

reduced their level of food consumption due to the combo offers to a great extent.  
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Findings 

1. Price of Hakim briyani and SVR food restaurants during VAT, other service taxes and after the GST 

rate of 18% in initial stage was increased begin and GST with reduce to 5% prices increased.     

2. The consumption of SVR food products before the application of GST and after its levy shows no 

change in the status of consumer preference of foods because restaurant AC bill not included in 

customers bill. 

3. The consumption of Hakim Briyani food products before GST was high and after the GST rate of 18% 

in initial stage consumption declined because Restaurants A.C billing charges also included in 

customers bill.     

Conclusion 

Food industry obtains higher revenue and growth rapidly after the implementation of GST. This study 

concludes that the impact after the implementation of GST in the food outlets and food consumers positively 

affected and contributed towards the economy of the country.        
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