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Goods and Services Tax Regimes: Governance of the Issue of True Supply Vouchers 

 
SYNOPSIS 

 
Supply Vouchers issued to domestic citizen-consumers are not only evidence of the supplies vouched 

in them but more importantly evidence of the legal contributions made in the discharge of their civic 

responsibilities by citizens to meet part of the costs of government. Along with Supply Vouchers issued 

to others they would help- (i) rule out the possibility of "negative-length-cycles" in the value-chain 

sustained by the market network which links every importer and producer with every exporter and 

consumer in the economy; and (ii) ensure that in the economy there is no concentration of wealth to the 

common detriment by anyone mis-accounting the national income and the wealth of the nation and 

thereby evading the payment of taxes on incomes. This paper examines how the mode of issue of Supply 

Vouchers in accordance with the GST law can deter such mis-accounting and help celebrate responsible 

citizenship. 

 

CITIZENS, INTERMEDIARIES AND 'THE STATE' 

 

When taxes on incomes are collected in a developing country from individual citizens 

and residents, many individuals in the economy whose incomes are low would be unable to 

contribute by way of tax directly to 'the State' to enable it to meet part of the costs of 

government. As humorously portrayed in "Ruddigore; or the Witch's Curse", collection of taxes 

on incomes, including especially incomes generated by businesses and professions, would 

depend on the truthful revelation of the "types" of the businessmen and professionals acting as 

agents in the economy. It is legitimate to expect that collection, as part of the price paid, of 

amounts of money by way of indirect taxes levied on the "supplies" of goods and/or services at 

domestic "destinations" of final consumption would enable citizens to contribute indirectly to 

'the State' to enable it to meet part of the costs of government. However, it would be important to 

have regard to the following stipulation on minimizing what may be designated "price-

distortions", made by Adam Smith in Book V, Chapter II, Part II of "The Wealth of Nations" : 

 
“Every tax ought to be so contrived as both to take out and keep out of the pockets of the 

people as little as possible over and above what it brings to the public treasury of the state." 
-  

It is expected that central and state goods and services taxes would be collected by a well-

coordinated national GST Regime on a "value-added" basis by enabling every taxable entity to 

avail the credit ( to be called "input tax credit") of the amounts paid by it by way of GST as part 

of the consideration for the supplies of goods and/or services received by it at the prior stage, in 

computing the amount payable out of the amount of GST due on the supplies made by it 

subsequently after adding values at the place or places of business used by it. The mode of 

collection on "value-added" basis is expected to create a self-policing "audit trail" which would 
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link every recipient of supply other than a consumer, with a corresponding supplier in case of 

the goods and/or services to which the supply relates. Assuming that there are no "negative-

length cycles" of values (referred to by Rakesh Vohra in "Mechanism Design: A Linear 

Programming Approach"), positive values would be added in the course of the transactions 

along the path in the market "network" linking the importers and domestic producers with the 

exporters and domestic consumers. Negative-length-cycles help "take out and keep out of the 

pockets of the people" significantly more money than what the collecting governments receive 

as indirect tax revenues including by way of "tax on tax" (or "cascading"). Minimizing price-

distortions is a wider concern than merely minimizing the cascading of the incidence of taxes. 

How to police the cycles in the market network and ensure the non-occurrence of 

negative length cycles? How to do so especially in an economy which is "open", being 

integrated with the rest of the world? When the flow of the values of goods and/or services in the 

network is decomposed as path and cycle flows respectively, negative cycle flows may occur in 

many ways including when taxable entities claim "losses", "depreciation of assets" or "business 

expenses (including expenses on servicing debt)" in computing taxable incomes, or when the 

values of goods consigned from one place of business to another without transfer of property 

rights at "arms' length" or services of debt are mis-invoiced in vouchers in a variety of ways. 

In case of supplies of goods and /or services in the course of international trade or 

commerce, important pre-requisites for good governance would then have to be-  

(i) the continuous collection of commercial intelligence on the true values of goods and 

/or services identifiable by specific nomenclature or description, to any potential 

supplier or recipient, as the case may be, at a location outside India if any respectively 

chosen by him/it (and to entities connected with him/it by way of equity or debt), to 

reveal his/its respective profit and loss officially;  

(ii) estimation of the cif and fob values of such goods and/or services which may be 

expected to prevail at a typical customs station in India commensurate with the values 

ascertained at (i) above so as to avoid leakage of value through profit-shifting; and  

(iii) notification from time to time of tariff values commensurate with the estimates 

arrived at (ii) above on which GST would be levied under law-  

a)  at the same non-zero rate on every supply in the course of import into India as 

would be specified for levy of GST on similar supply in the course of domestic 
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trade or commerce, except eligible supplies of goods by movement from one 

place of business to another without transfer of property rights in those goods;   

b) at zero rate on every eligible supply in the course of export out of India; and 

c) at zero rate on every eligible supply by movement of goods from one place of 

business to another without transfer of property rights in those goods. 

Given the above pre-requisites, governance of ensuring non-occurrence of negative-length cycles 

would logically rely inter alia- 

(1) on the levy of GST at such non-zero rates as are specified, on the applicable tariff value 

specified on cif basis or on the invoice-value, whichever may be higher, of supplies of goods 

and/or services in the course of import into India; and  

(2) on the levy of GST at zero rate  on supplies of goods and/or services in the course of export 

out of India or on supplies of goods by movement in the course of inter-state trade or commerce 

without transfer of property in the goods only if the value invoiced in the supply voucher is not 

less than the applicable tariff value specified on fob basis. 

On the other hand, in case of supplies of goods and/or services which relate to domestic 

transactions, it is expected that central and state GST statutes would be enacted by the Union and 

every State invoking the legislative competence conferred vide clauses (2) and (1) of Article 

246A which provides as under- 

 
"246A. (1) Notwithstanding anything contained in articles 246 and 254,Parliament, and, subject 

to clause (2), the Legislature of every State, have power to make laws with respect to goods and 

services tax imposed by the Union or by such State. 

(2) Parliament has exclusive power to make laws with respect to goods and services tax where 

the supply of goods, or of services, or both takes place in the course of inter-State trade or 

commerce. 

Explanation.—The provisions of this article, shall, in respect of goods and services tax referred 

to in clause (5) of article 279A, take effect from the date recommended by the Goods and 

Services Tax Council.".(italics and emphasis added) 

 

The term "goods and services tax" referred to in clauses (1) and (2) of the above Article is 

defined in clause (12A) of Article 366 as under: 

 
"(12A) “goods and services tax” means any tax on supply of goods, or services or both except 

taxes on the supply of the alcoholic liquor for human consumption" (italics and emphasis 

added) 
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The word "goods" and the word "services" used in clause (12A) of Article 366 have been 

specifically defined thus in clauses (12) and (26A) of Article 366: 

 
"(12) “goods” includes all materials, commodities, and articles 

.... 

"(26A) “Services” means anything other than goods" (italics and emphasis added) 

 

The word "supply" used not only in clause (12A) of Article 366 but also very significantly in 

clause (2) of Article 246A has however been intentionally left undefined in the Constitution. 

As such that word, which constrains the legislative competence of every State conferred vide 

clause (1) of Article 246A ( in addition to the constraints stipulated in Article 286 in which also 

the word "supply" occurs) ought to be given the same meaning in the central and state GST 

statutes to be enacted by invoking the legislative competences conferred in Article 246A as is 

intended in the Constitution. The intentional omission of a formal definition of the crucial 

word "supply" in the Constitution enacted in the name of the People of India implies that the 

word "supply" ought to be given the same meaning in the GST statutes as would be commonly 

understood by the People as market-participants in the Indian economy. The following 

provisions of Article 367 read with section 20 of the General Clauses Act,1897 stipulate that the 

definition of the term "supply" in any central or state GST statute enacted by invoking the 

powers conferred by the Constitution would have to conform to the meaning of that term as 

intended in the Constitution: 

 
"Article 367. Unless the context otherwise requires, the General Clauses Act, 1897, shall, 

subject to any adaptations and modifications that may be made therein under article 372, apply 

for the interpretation of this Constitution as it applies for the interpretation of an Act of the 

Legislature of the Dominion of India. 

" Section 20 of the General Clauses Act,1897.Where by any Central Act or Regulation a 

power to issue any notification order, scheme, rule, form or bye-law is conferred, then, 

expressions used in the notification, order, scheme, rule, form or bye-law, if it is made after the 

commencement of this Act, shall, unless there is anything repugnant in the subject or context, 

have the same respective meanings as in the Act or Regulation conferring the power." (italics 

added for emphasis) 

 

In market parlance "supply" would in relation to goods, imply either transfer of property 

rights in goods from one person to another, or relocation of goods from one place to another 

without any transfer of property rights; and "goods" would not include domestic currency. In 

relation to services "supply" would imply the creation and governance of a contractual right of 

the recipient for being served by the supplier. Except in cases of supply of goods by movement 
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from one place of business used by a market-participant to another place of business used by 

himself/itself, every supply, whether of goods or of services or both, would relate to a contract 

between two entities which relate to each other and to the goods and/or services in question as 

"supplier" and "recipient". Such contract would include- (1) a contract of bailment of goods 

implied in a contract for supply of services between a bailor and a bailee; (2) a contract of wage 

employment between an employee (who provides services to his/her employer) and an employer 

(to whom the services are provided); and (3) a contract underlying participation by way of equity 

and/or debt. Received wisdom from Contract Theory points out that owing to information 

asymmetry or information inadequacy among the parties to the contract, the formation of the 

contract may involve adverse selection, its governance may be constrained by moral hazard and 

the contract itself may be incomplete since its terms were constrained by bounded rationality.   

Goods and services supplied to consumers may or may not be "public" goods and/or 

services access to which is regulated by law stipulating entitlements of individual consumers to 

appropriate quantities of such public goods and/or services to be supplied on appropriate terms 

including payment of user charges. Government of India and the State governments would 

source and procure supplies of goods and/or services from the market in order to provide legal 

access to the persons entitled to public goods and/or services. The Constitution could have, but 

has not, provided a basic definition of the term "supply" with power conferred on Parliament to 

extend or restrict its scope by law enacted with the prior recommendation of the President. Such 

provision would have been similar to stipulation made in Article 274 regarding amendment of 

the definition of the expression "agricultural income". 

Notwithstanding the foregoing, it is likely that central and state GST statutes would 

define the term "supply" in a manner which may not be consistent with the meaning 

attributed to that term in common by the market-participants. In view of the provisions in 

Article 246A and subject to a new legal protocol designated "apportionment" (vide Articles 

269A, 270 and 279A), it is expected that Parliament would levy integrated goods and services 

tax (IGST) on supplies of goods and/or services "in the course of inter-state trade or commerce"; 

and both Parliament and every State Legislature would levy goods and services taxes {to be 

called "central goods and services tax"(CGST) and "state goods and services tax" (SGST)} on 

other retail and non-retail supplies of goods and/or services. Though there is no provision to do 

so in the Constitution, it is expected that Parliament would somehow enact law to levy central 
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GST compensation cess on the tax-bases relating to the levy of CGST and IGST, the proceeds of 

which would be earmarked to enable the Government of India to make payments of 

"compensation" to such State governments as would be found to be "making loss" of "own" 

revenues in transiting from pre-GST regimes in the State to GST regimes. 

In statutes levying indirect taxes such as CENVAT or state sales taxes, there is usually a 

provision which would require assessees/ dealers to issue invoices, cash-memos or bills truly 

stating all relevant particulars as documentary evidence of the occurrence of the relevant taxable 

event. It is legitimate to expect that the requirements of compliance with the central and state 

GST statutes would include a similar stipulation that reliable documentary evidence of the 

taxable event referred to in the statutes be created in the form of supply invoices. Owing to the 

emphasis in clause (6) of Article 279A on developing a harmonized national market, it follows 

that such documentary evidence would have to be recognizable by every one in every State and 

in every location all over the nation as prima facie evidence of the facts stated therein.  

Here it is important to note that-  

(i) it would not be practicable for the foregoing stipulation to apply to supply invoices, bills of 

lading etc issued by suppliers who function from places of business located outside India, supply 

goods and/or services "in the course of import into India" and are beyond the reach of the GST 

authorities in India;  

(ii) IGST, duly "apportioned" for purposes of Articles 269A and 270 between the Government 

of India and the Government of the State in which the destination of the supply is situate, 

would have to be levied on supplies of goods and/or services "in the course of inter-state trade or 

commerce";  

(iii) both CGST and SGST would have to be levied on the same tax-base, whether or not 

modified by a statutory formula such as is provided in section 8A of the Central Sales Tax 

Act,1956 to enable the avoidance of cascading of the incidence of the levy of central GST 

Compensation cess in levying CGST and SGST, in case of every non-retail and retail supply of 

goods and/or services within a State/UT;  

(iv) central GST compensation cess would have to be levied and collected on behalf of the 

Government of India both on the same tax-base as IGST in case of supplies of goods and/or 

services in the course of inter-state trade or commerce and on the same tax-base as CGST in case 

of supplies of goods and/or services within a State/UT;  
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(v) the taxable entities may or may not be "registered" in compliance with the central and state 

statutes for the levy of GSTs, but those which are not registered would also be the sources from 

which the consumers would be receiving supplies of goods and/or services on payment of such 

consideration as would include the incidence of the central and state GST levies even though the 

unregistered suppliers would not legally be able to issue any supply voucher which would state 

separately the amounts included in the consideration by way of CGST and SGST; 

(vi) the subjective value for the goods and/or services in question as assigned privately by the 

supplier may differ from the subjective value as assigned privately by the recipient of the supply 

since the relevant transaction would be privacy-preserving when the parties do not reveal their 

respective "types" truthfully to each other; but in spite of inherent differences in such private 

valuation, the parties to the relevant contract would agree on the unique amount of monetary 

consideration for the supply which would need to be vouched formally in the supply-invoice to 

be created and issued by the supplier; and the amount of consideration per well-defined (spatial 

or temporal) unit of the goods or the services as the case may be, would be referred to by them as 

the mutually agreed unit "price" of the goods or of the services in question. 

In the foregoing circumstances, in case of supplies of goods and/or services within 

India, policing the cycles in the market network to ensure the non-occurrence of negative-

length cycles would have to rely on the supply vouchers which would be required to be issued 

by all  the suppliers. Before proceeding further it is inevitable to note that-  

(i) Many suppliers, whose turnover may be lower than the "threshold" norm for mandatory 

registration specified in law and who do not apply for registration voluntarily, would function 

without registration, but would have to comply with the legal requirement of issuing true 

supply vouchers in respect of the supplies made by them;  

(ii) Unless the law stipulates that the amount of monetary consideration stated in every supply 

voucher issued by any unregistered supplier would be deemed to include the incidence of the 

central and state GST levies and that the supply voucher issued by such supplier would have to 

formally state that the amount of consideration is inclusive of all applicable central and state 

GST levies, the contributions made by citizen-consumers by way of central and state GST 

would remain unacknowledged when they receive supplies of goods and/or services from such 

unregistered suppliers;  
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(iii) Unless significant legal incentives are provided to citizen-consumers, it is unlikely that 

citizen-consumers would demand the issue of formal supply vouchers from their suppliers in a 

format which would be recognizable as evidence of true facts relating to the supply in the 

harmonized national market referred to in clause (6) of Article 279A; and 

(iv) in addition to the digital governance of the regimes to monitor the availing of input GST 

credits and the "apportionment" of the IGST revenues, digital governance of the regime for the 

oversight of the issue of supply vouchers prescribed in law is unavoidable since the number of 

transactions to be monitored daily would be more numerous than the traffic movements of 

pedestrians and motor and other vehicles in a metropolitan city; and reliance only on physical 

checking by inspections would be as ineffective as monitoring traffic violations without 

electronic surveillance. 

Mechanism Design literature referred to in Sethuraman's paper on " Goods and Services 

Tax Regimes: The Market and the New Rules of the Game" in the context of the stipulation that 

'the State' allocate resources optimally to subserve the "common good" (vide Article 39) includes 

the following observation by Myerson on "the Revelation Principle" aptly quoted in Rakesh 

Vohra's book "Mechanism Design: A Linear Programming Approach": 

 
"In any economic institution, individuals must be given appropriate incentives to share private 

information or to exert unobserved efforts. The revelation principle is a technical insight that 

allows us to make general statements about what allocations are feasible, subject to incentive 

constraints, in economic problems with adverse selection and moral hazard. The revelation 

principle tells us that, for any general coordination mechanism, any equilibrium of rational 

communication strategies for the economic agents can be simulated by an equivalent incentive-

compatible direct-revelation mechanism, where a trust-worthy mediator maximally centralizes 

communication and makes honesty and obedience rational equilibrium strategies for the 
agents." (italics and emphasis added) 

 

Political entrepreneurs elected and functioning as lawmakers are expected to mediate 

between the citizens and 'the State' in lawmaking. Owing to the provisions stipulating 

disqualifications of elected lawmakers "belonging" to specific political parties enacted in the 

Tenth Schedule to the Constitution since 1985, such mediation has been constrained in various 

ways. The political parties have been co-opted by 'the State' to exercise authority in order to 

provide stability to ruling parties in Legislatures to pursue their prior ideologies and to avoid 

having to transcend such ideologies at the whims and fancies of every small group of lawmakers 

belonging to the ruling party.  
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Economic entrepreneurs mediate as economic agents between citizen-consumers on the 

one hand, and the institutions of 'the Market' and 'the State' on the other, by their private acts of 

compliance or non-compliance with law constraining the possibility of securing and maintaining 

a fair "choice architecture" for citizen-consumers to source their supplies to meet their needs. 

Every supplier as an economic agent mediating between the citizen-consumer and 'the State', 

being embedded in 'the Market', would have to be required by law to reveal true particulars of 

every "supply" of goods and/or services so as to enable the institution of 'the State' to comply 

with Article 38 and secure and protect a "just" social order based on a fair choice-architecture 

for recipients sourcing supplies of goods and/or services. This paper proceeds to examine the 

problem of designing appropriate formats in which every supplier would be legally required to 

reveal his "type" truthfully and communicate the facts so revealed by stating the same in a supply 

voucher to the recipient in such a manner as to enable 'the State' to centralize, as envisaged by 

Myerson, every such communication as much as possible and to provide appropriate incentives 

to recipients to persuade every supplier to avoid non-compliance with law and to realize that 

revelation of his/its true type would be in his/its own interest. 

The rest of the paper is organized as follows: Section 2 discusses the essential aspects of 

designs of supply vouchers relating to possible categories of "supplies". Section 3 proceeds to 

suggest some possible designs subject to some caveats. Section 4 concludes with a list of matters 

relevant to its mandate for the GST Council to make recommendations on. 

 
ASPECTS OF "SUPPLIES" RELEVANT TO SUPPLY VOUCHER DESIGNS 

 

It is now clear that the suggestions made in 2012 and 2013 by the well-known public 

finance expert Sijbren Cnossen referred to in Sethuraman's "Goods and Services Tax Regimes: 

Consequences of ignoring Cnossen's Suggestions " would be ignored and that central and state 

goods and services taxes would be levied and collected as "excises" on specific goods and/or 

specific services and not on specific supplies. As noted above, the word "supply" could have 

been defined in the Constitution broadly with power conferred on Parliament to extend or reduce 

its scope, but it has not been defined at all in the Constitution. It is however expected that the 

word "supply" would be defined specifically somehow in the central and state GST statutes to be 

enacted in accordance with the recommendations of the GST Council. In fact the specification of 

the scope of the word "supply" in those statutes is expected to provide a challenge to market-
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participants in seeking an accurate interpretation of the term in the light of myriad facts and 

circumstances leading to their day to day 0-1 decisions on participation in potential market 

transactions. Vide Model GST law put out in the public realm by the Ministry of Finance, 

Government of India. the challenge would be to reconcile the elaborate provisions (which would 

be contained in four typed pages of every GST statute consisting of a main provision in the body 

of the statute buttressed with provisions enacted in four Schedules) -  

(a) mutually among themselves; and  

(b) also with the stipulations made in Article 367 of the Constitution read with section 

20 of the General Clauses Act, 1897 (supra). 

However defined, every supply would be classifiable broadly and practically as supply 

(of goods and/or services) to consumers and to non-consumers (i.e., potential subsequent 

suppliers). The potential subsequent suppliers would be either importers, domestic producers 

(including farmers and artisans and producers of petroleum products and of alcoholic liquors 

which are fit for consumption by humans), domestic re-sellers (including dealers in petroleum 

products and in pre-owned-consumer-durables such as motor vehicles and jewelry and dealers 

making non-retail supplies of alcoholic liquors to retail sellers of such liquors for subsequent 

supplies to human consumers) and/or exporters. Among the domestic producers of goods and/or 

services would be providers of "logistic services" including banking, transportation (including 

Indian Railways), communication (i.e., postal, courier, telecommunications), warehousing, 

clearing and forwarding, insurance, and  financial services; and producers of electrical energy-  

(i) whose clientele would include numerous consumers and non-consumers located in 

multiple States/UTs far and wide; and  

(ii) who/which would be rich sources of information on facts (relating to the contracts in 

which their respective clients including taxable entities under the GST law are parties) 

which would enable ascertainment of the truth as to the types of the contracting parties. 

Among re-sellers would be providers of e-marketing services to suppliers of goods as 

well as to consumers, suppliers of electrical energy and of foreign exchange and multi-location 

enterprises functioning from places of business located either all in one State or UT or in 

multiple States and UTs. Re-sellers would also include commission agents, small retailers 

(including many in rural/ remote areas) and itinerant venders with mobile places of business. 

Every supplier however would have to function from one or more places of business located 
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within the territorial jurisdiction of a specific rural or urban local body and would have to 

seek, obtain and update a license issued by the local body to use, subject to compliance with its 

bye-laws, the premises used by him/it as a place of business to add values to goods and/or 

services received therein before subsequent supplies of the same or other goods and/or services 

are made there from. 

Logically, if the constitutional guidance is to develop  a "harmonized" national market as 

stipulated in clause (6) of Article 279A, the law relating to the procedure for compliance with, 

and the administration of, central and state GST statutes would, similar to the law relating to civil 

procedure or of criminal procedure (listed in the Concurrent List), have to be common 

throughout India with only slight regional variations. It may also be argued that the "national 

interest" implicit in that stipulation would justify a resolution as stipulated in Article 312 in the 

Council of States for the creation of a Service of tax administrators "common" to the Union and 

the States for being deployed to administer all the central and state direct and indirect tax 

statutes. Such creation would be in consonance with the portrayal by RA Musgrave of  the 

integral view of an economy as consisting of the flow of the values of goods and services in one 

direction and the corresponding "balancing" flow of incomes in the opposite direction. 

Even if a service of tax administrators common to the Union and the States is not created 

to function as embedded in the institution of 'the Bureaucracy', national interest would justify 

the creation of a National Tax Board in lieu of the plethora of central and state authorities 

who/which are conferred with powers including powers of the nature of providing advance 

rulings. The Board would have to be presided over by an eminent jurist of the stature of Attorney 

General of India to oversee all the cognitive and empirical aspects of the administration of 

central and state direct and indirect tax statutes with a mandate to ensure as envisaged in the 

Directive Principles of State Policy that there is no concentration of wealth (of the nation) to 

the common detriment by non-payment of taxes due and payable according to law, including 

especially the taxes levied on agricultural and other incomes.  

The mandate of the Planning Commission, which used to address inter-sector 

imbalances, was premised on the application of the Directive Principles of State Policy. In the 

absence of the Planning Commission, the National Tax Board would have to be the single 

authority to regulate administration and compliance and to provide advance rulings sought by 

potential economic entrepreneurs who may intend to take calculated risks by participation in 
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activities leading to value-addition by taking advantage of demand-supply gaps perceived by 

them as profitable in correcting inter-sector imbalances in the economy to enable it to realize full 

production possibility. If the privacy-preserving "discovery" of prices of goods or services by 

'the Market' is to be the decentralized coordinating mechanism in the economy in lieu of the 

transparent and public input-output analytics underlying central planning protocols for optimal 

allocation of resources in compliance with Article 39 (extracted below), it is imperative that the 

prices so discovered would have to be fair for purposes of compliance by 'the State' with Article 

38 extracted below: 

 
"38. (1) The State shall strive to promote the welfare of the people by securing and protecting 

as effectively as it may a social order in which justice, social, economic and political, shall 

inform all the institutions of the national life. 

(2).... 

 

"39. The State shall, in particular, direct its policy towards securing— 

(a) ...; 

(b) that the ownership and control of the material resources of the community are so distributed 

as best to subserve the common good; 

(c) ..." (italics and emphasis added) 

 

At any rate, notwithstanding the formal Union-State political division for lawmaking and 

for accountability in governance, Articles 258 and 258A (extracted below) provide for the 

deployment of central tax administrators and state tax administrators cutting across national and 

sub-national levels in 'the Bureaucracy' in the interest of coordination of policy and action: 

 
"258. (1) Notwithstanding anything in this Constitution, the President may, with the consent 

of the Government of a State, entrust either conditionally or unconditionally to that Government 

or to its officers functions in relation to any matter to which the executive power of the Union 

extends. 

 (2) A law made by Parliament which applies in any State may, notwithstanding that it relates to 

a matter with respect to which the Legislature of the State has no power to make laws, confer 

powers and impose duties, or authorise the conferring of powers and the imposition of duties, 

upon the State or officers and authorities thereof. 

(3) Where by virtue of this article powers and duties have been conferred or imposed upon a 

State or officers or authorities thereof, there shall be paid by the Government of India to the 

State such sum as may be agreed, or, in default of agreement, as may be determined by an 

arbitrator appointed by the Chief Justice of India, in respect of any extra costs of administration 

incurred by the State in connection with the exercise of those powers and duties. 

 

"258A. Notwithstanding anything in this Constitution, the Governor of a State may, with the 

consent of the Government of India, entrust either conditionally or unconditionally to that 

Government or to its officers functions in relation to any matter to which the executive power of 

the State extends." (italics and emphasis added) 
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 Central-cum-state tax authorities have been functioning under section 9 of the Central Sales Tax 

Act,1956 for many decades now; and all potential assessees who would be covered under central 

and state GST statutes would be very familiar with those jurisdictions and with the requisite 

protocols of compliance and administration under that Act. The transition from pre-GST levies to 

GST levies would be very smooth if a common central-cum-state administrative structure to 

administer central and state GST statutes is built upon with appropriate modifications (e.g., sans 

statutory Forms such as the ubiquitous C form and F form) to the existing central-cum-state 

jurisdictional hierarchies established under the Central Sales Tax Act,1956. It is important to 

distinguish the institution of 'the Bureaucracy' from the bureaucrats serving the Union or any 

State who at the commencement of the GST Regimes, are embedded in that institution along 

with various primary and post-primary GST jurisdictions which may be created at the 

commencement and modified thereafter from time to time. 

In view of the provisions in Article 19 of the Constitution, law would not be able to 

stipulate that a supplier shall not apply for registration as a taxpayer under a GST statute 

voluntarily unless he qualifies according to statutory norms. GST law may be able to stipulate 

only reasonable restrictions (e.g., ineligibility to seek registration or exemption from registration 

owing to past misdemeanor such as non-compliance or abetment of crime). Since central GST 

would be leviable along with state GST up to retail level supplies, any stipulation in GST law of 

a "threshold" norm for "mandatory" registration would arise only for administrative reasons of 

limiting the work-load as long as digital governance does not extend to unregistered suppliers 

and the domestic consumers. To omit the social relevance of compliance by small unregistered 

suppliers for purposes of reducing the administrative and compliance burden would imply 

ignoring the contribution made in the proud discharge of their citizenship responsibilities by 

citizen-consumers receiving supplies of goods and/or services from such small unregistered 

suppliers by way of consideration which could not but legally be inclusive of the incidence of 

GST levies. 

Margaret Levi begins her book "Of Rule and Revenue" by observing that the history of 

state revenue production is the history of evolution of the state. Reducing the administrative 

and compliance burden cannot therefore mean ignoring the oversight of the acts of large numbers 

of small unregistered suppliers. Ignoring such oversight would imply abdication by 'the State' of 

the responsibility for governance and more importantly failure to acknowledge the "indirect" 
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contribution, irrespective of the extent of their respective incomes, of the citizen-consumers for 

the orderly evolution of 'the State' when such consumers receive supplies from such suppliers. 

Ideally therefore, domestic consumers would have to be given incentives (such as has 

been referred to by Myerson quoted above) to demand the invariable issue of supply vouchers by 

every supplier (including small unregistered suppliers). Such vouchers would have to be  

recognizable by anyone anywhere throughout the nation as legally acceptable evidence of the 

facts stated therein in the same manner in which supply vouchers issued by registered suppliers 

would be recognized. Governance of the protocols relating to eligibility of citizen-consumers, 

producers who acquire plant and machinery and other capital goods, alien visitors and exporters 

to avail incentives would require considerable preparation.  

Firstly, the law would have to provide for a digital regime of registration subject to the 

prescribed and current particulars of every registered supplier being accessible real time on line 

publicly; and a regime of exemption from registration, subject to quarterly prepayment, 

constrained by a legal cap or otherwise, of  lump sums in lieu of the CGST and SGST leviable on 

the addition of values by a hypothetical supplier of same type, and the grant of an exemption 

certificate to every small supplier who would like to be spared from the tedium of book-keeping 

and filing of GST returns but who cannot-  

(a) use any static or mobile premises legally as his/its place/places of business without 

being licensed by the local government having territorial jurisdiction and without 

complying with the applicable local government bye-laws;  

(b) be allowed to receive any goods and/or services from any unregistered supplier for 

purposes of making subsequent supplies; and  

(c) be allowed by law to inform the consumers surreptiously and contrary to law, that 

the amount of consideration charged by them for the supply does not include the 

incidence of central and state GST levies.  

A research unit in the National Tax Board would have to conduct sample surveys and suggest 

from time to time the amounts of lump sums to be specified for different types of suppliers 

making supplies from places of supply located in different jurisdictions and States. Every 

supplier would have to be required by law to display prominently the certificate of registration or 

of exemption from registration in every place of business used by him. The designs and colour 

schemes if any of the certificates displayed would have to distinguish between suppliers 
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who/which are registered and suppliers who/which are exempted from registration and would 

have to be recognizable at all places in all States and UTs in India. 

Secondly, every supplier, whether registered or exempted from registration, would have 

to be required by law to print every supply voucher in the prescribed manner in a prescribed 

format from a hand-held or desk-top electronic point-of-supply equipment for every supply 

made and issue the same to the recipient stating the prescribed particulars, including particulars 

of the place of issue and of the identity of the supplier. The left and right side borders of the 

vouchers would have to be plain or to be so coloured (e.g., pink, blue etc) as to distinguish non-

retail supplies to non-consumers from retail supplies to consumers on the one hand, and supplies 

made by registered suppliers from those made by unregistered suppliers on the other. Supply 

vouchers issued in case of non-retail supplies would have to be required to state the prescribed 

particulars of the order or indent in response to which the supply is being made and to issue such 

vouchers separately for every destination, clearly stating the prescribed particulars of the place of 

business used by the recipient as such destination to receive supplies and of the identity of the 

recipient himself/itself. Supply vouchers required to be issued by registered suppliers would be 

required to state separately the amount of tax-exclusive consideration and  the amount of central 

GST Compensation cess in addition to the amount of IGST (or of CGST and SGST as the case 

may be) and state sur-charge on SGST if levied. Supply vouchers required to be issued by 

suppliers who have certificates of exemption from registration would have to state only the 

amount of tax-inclusive total consideration, but would have to state formally that the amount of 

consideration includes amounts payable as central GST compensation cess, CGST, SGST and 

state sur-charge if levied on SGST.  

Thirdly, suppliers including those who are importers of goods or dealers in pre-owned 

goods or in primary produce of farms would have to be "substitute suppliers" would be legally 

required to act on behalf of the principal suppliers who are either beyond the jurisdiction of every 

GST authority or who are neither registered nor exempted from registration under the GST law. 

They would have to be required to be mandatorily registered under the GST law and subject to 

legal requirement of issue of supply voucher to the principal suppliers on whose behalf they act 

as substitutes. They would have to be responsible to pay the GST due and payable by those from 

whom they receive supplies on a "reverse charge" basis. 
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Fourthly, it would be found convenient if every recipient, whether consumer or non-

consumer, is enabled to swipe a magnetized electronic card at the point-of-supply before issue of 

the supply voucher in case the delivery of the goods and/or services is at the point of supply or at 

the destination specified by the recipient. Law may require the supplier to indicate in the supply 

voucher the PAN or ADHHAR number of the recipient even otherwise in case the recipient 

requires such indication. Every magnetized electronic card used on behalf of a recipient may be 

linked either to the recipient's Permanent Account Number (PAN) allocated by the Income Tax 

Department or to his/her ADHHAR card. Multiple electronic cards may be allowed to be linked 

to one PAN or one ADHHAR number as may be required by the holder of the PAN or 

ADHHAR card for his/its convenience. 

Fifthly, law would have to provide for incentives to every domestic consumer who 

receives supplies of goods and /or services on payment of GST-inclusive consideration. Such 

incentives may include- 

(1) levy of GST at a uniform total rate of CGST plus SGST (or rate of IGST, as the case may be) 

specified in law on the supplier subject to direct transfer to the domestic consumer by credit into 

his/her linked bank account, of the benefit if any of the difference between the specified uniform 

rate and a lower (or zero) total rate of levy of CGST and SGST in case of well-defined goods and 

/or services to which the consumer may be entitled according to law; 

(2) relief in the computation of taxable income and/or of the amount of income tax payable, in 

case of individual consumers whose PAN is stated in the supply vouchers issued in the "previous 

year" if such consumers are liable to pay any amount of income tax in any assessment year; 

(3) rights, commensurate with the amount of CGST and SGST paid as part of consideration for 

supplies received, of participation in primary GST jurisdiction-wise quarterly raffles giving away 

many moderate and a few significantly large prizes to consumers who do not claim any income 

tax relief and whose PAN or ADHAAR card number is stated in the supply vouchers issued in 

the quarter by suppliers overseen in the jurisdiction, to be credited to their respective bank 

accounts as linked to PAN or ADHAAR card for raffle purposes; and 

(4) a formal protocol for every citizen-consumer to file an affidavit in a prescribed form stating 

the true particulars of the supplies received by him/her from a well-identified supplier in case of 

every supply for which the supplier did not issue the prescribed supply voucher in the prescribed 
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manner; and for inclusion of such supplies for determining the right of participation of the 

citizen-consumer in the raffle at (3) above, after verification of the facts in the affidavit.  

Lastly, and most importantly, the particulars printed in every point of supply in every 

supply voucher would have to be either digitally transferred simultaneously to a server 

maintained under the authority of the Government of India or copied and transferred to the data-

base at the end of every quarter in case of small suppliers. The particulars of the supplies referred 

to in the affidavits filed as above would also have to be transferred to the same data-base as soon 

as the supply is verified as likely to be true. The data-base may generate at the end of each 

quarter as many participation slips in favour of every citizen-consumer as per his entitlement to 

participate in the raffle on the basis of the total amount of CGST and SGST (or amount of IGST 

as the case may be) paid by him/her as part of the consideration for the supplies received. The 

rules for the transparent conduct of the raffle may regulate the award of prizes by lottery in every 

territorial jurisdiction and for every quarter. The prizes awarded may then be credited to the bank 

accounts of the winning citizen-consumers. The law may allow every citizen-consumer the 

incentive of participation in lottery unless the citizen-consumer opts to avail the incentive of 

income tax relief in the subsequent assessment year. 

 
POSSIBLE SUPPLY VOUCHER DESIGNS, SUBJECT TO CAVEATS 

 

Depending on the recommendations which may be made by the GST Council on the 

formats and designs of supply vouchers, there may be many possible designs of supply vouchers 

which may be considered for being prescribed by law for issue in accordance with the central 

and state GST statutes. It is however self-evident that every supply voucher issued would be 

relevant to the governance of the provisions of the central as well as state statutes for the levy 

either-  

(i) of central GST compensation cess, CGST, SGST and state sur-charge on SGST; or  

(ii)of central GST compensation cess and IGST. 

It is expected that the law would provide for the levy of central GST compensation cess, IGST. 

CGST and every SGST on the same tax-base. Following the logic in the previous section of this 

paper, the possible designs referred to in  this section arise for consideration. 

To begin with, the GST law would have to recognize non-retail supply as a supply by a 

registered supplier to a Government Department or another registered supplier or in the course of 
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export out of India or a supply vouched by a substitute supplier on behalf of a person who is not 

registered under the GST statutes. Such non-retail supply would include supply in the course of  

inter-state trade or commerce, whether it involves transfer of property in goods or mere 

relocation of goods from one place to another without any transfer of property rights in such 

goods. 

 The design of the supply voucher which would have to be issued by a supplier making a 

non-retail intra-state supply (including a supply received by a substitute supplier) may be printed 

on a white paper without any colour shading in the following format: 

 

Model Supply Voucher 1 
 

 
Supply Voucher  

(intra-state) 

(See section ... of CGST Act,... and section... of SGST/UTGST Act,...) 

State/UT ....................... 

.................................................................................................... 

{Name of Supplier (as registered)} Permanent Account Number 

....................................................................................................... 

Registration Number (central)......Registration Number (State/UT) 

........................................................................................................... 

.......................................................................................................... 

(Address of the Principal Place of Business of the Supplier) 

.............................................................................................................. 

.............................................................................................................. 

(Postal Address of the Place of Supply and Local Govt Licence Number) 

 

1.PARTICULARS OF THE SUPPLY MADE 

 

Serial No                  Nomenclature/Description                    Consideration(Rs) 

 

 

 

 

2, Total Consideration before levy of GST (Rs) 

3. Amount of CGST (Rs) 

4. Amount of central GST Compensation Cess (Rs) 

5. Amount of SGST (Rs) 

6. Amount of state sur-charge if any on SGST (Rs) 

7. Gross Total consideration inclusive of 3 to 6 above (Rs) 

8.  Recipient's Order/Indent number and date in response to which this supply is made 

9. Postal Address of the Destination of Supply and Local Licence Number 

10. Recipient's central and state registration numbers or Number of the Certificate of 

Exemption from Registration  

11. PAN of the recipient 

12. Date of supply 

13. Transaction number generated by central server 

 14. Acknowledgement of payment of consideration if any received and Other 

instructions 
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The design of a supply voucher in case of a non-retail inter-state supply would have to be 

printed on a white paper without any colour shading in the following format: 

 

Model Supply Voucher 2 
 

Supply Voucher  

(inter-state) 

(See section ... of IGST Act) 

State/UT ....................... 

.................................................................................................... 

{Name of Supplier (as registered)} Permanent Account Number 

....................................................................................................... 

Registration Number (central)......Registration Number (State/UT) 

........................................................................................................... 

.......................................................................................................... 

(Address of the Principal Place of Business of the Supplier) 

.............................................................................................................. 

.............................................................................................................. 

(Postal Address of the Place of Supply and Local Govt Licence Number) 

 

1.PARTICULARS OF THE SUPPLY MADE 

 

Serial No                  Nomenclature/Description                    Consideration(Rs) 

 

 

 

 

2, Total Consideration before levy of GST (Rs) 

3. Amount of IGST (Rs) 

3a. Amount of IGST apportioned to the Union (Rs) 

3b Amount of IGST apportioned to the "destination" State/UT (Rs) 

4. Amount of central GST Compensation Cess (Rs) 

5. Gross Total consideration inclusive of 3 and 4 above (Rs) 

6.  Recipient's Order/Indent number and date in response to which this supply is made 

7. Postal Address and Local Licence Number of the Destination of Supply including 

State/UT 

8. Recipient's central and state registration numbers or Number of the Certificate of 

Exemption from Registration  

9. PAN of the recipient 

10. Date of supply 

11. Transaction number generated by central server 

12. Acknowledgement of payment of consideration if any received and Other instructions 

 

 

 

 

 

 

 

 

The supply voucher in case of a retail inter-state supply by a registered supplier would 

have to be in the following format to be printed on paper with blue colour on the left and right 

margins. This would also apply to supply vouchers required to be issued by suppliers who make 

inter-state supplies in the course of e-commerce: 
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Model Supply Voucher 3 
 

 
Supply Voucher  

(inter-state) 

(See section ... of IGST Act,....) 

.................................................................................................... 

{Name of Supplier (as registered)} Permanent Account Number 

....................................................................................................... 

Registration Number (central)......Registration Number (State/UT) 

........................................................................................................... 

.......................................................................................................... 

(Address of the Principal Place of Business of the Supplier) 

.............................................................................................................. 

.............................................................................................................. 

(Postal Address of the Place of Supply and Local Govt Licence Number) 

 

1.PARTICULARS OF THE SUPPLY MADE 

 

Serial No                  Nomenclature/Description                    Consideration(Rs) 

 

 

 

 

2, Total Consideration before levy of IGST (Rs) 

3. Amount of IGST (Rs) 

3a Amount of IGST apportioned to the Union (Rs) 

3b Amount of IGST apportioned to the "destination" State (Rs) 

4. Amount of central GST Compensation Cess (Rs) 

5. Gross Total consideration inclusive of 3 and 4 above (Rs) 

6. PAN or ADHAAR number of the consumer 

7. Date of supply 

8. Transaction number generated by central server 

9. Acknowledgement of payment of consideration if any received and Other instructions 

 

 

 

 

 

 

 

 

 

 

 

 

 

The supply voucher in case of a retail intra-state supply by a registered supplier would 

have to be in the following format to be printed on paper with blue colour on the left and right 

margins: 
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Model Supply Voucher 4 
 

 

 

 
Supply Voucher  

(intra-state) 

(See section ... of CGST Act,... and section... of SGST/UTGST Act,...) 

State/UT ....................... 

.................................................................................................... 

{Name of Supplier (as registered)} Permanent Account Number 

....................................................................................................... 

Registration Number (central)......Registration Number (State/UT) 

........................................................................................................... 

.......................................................................................................... 

(Address of the Principal Place of Business of the Supplier) 

.............................................................................................................. 

.............................................................................................................. 

(Postal Address of the Place of Supply) 

 

1.PARTICULARS OF THE SUPPLY MADE 

 

Serial No                  Nomenclature/Description                    Consideration(Rs) 

 

 

 

 

2, Total Consideration before levy of GST (Rs) 

3. Amount of CGST (Rs) 

4. Amount of central GST Compensation Cess (Rs) 

5. Amount of SGST (Rs) 

6. Amount of state sur-charge if any on SGST (Rs) 

7. Gross Total consideration inclusive of 3 to 6 above (Rs) 

8. PAN or ADHAAR number of the consumer if any 

9. Date of supply 

10. Transaction number generated by central server if any 

11. Acknowledgement of payment of consideration if any received and Other instructions 

 

 

 

 

 

 

 

 

 

The supply voucher in case of a retail intra-state supply by a supplier exempted from 

registration would have to be in the following format to be printed on paper with pink colour on 

the left and right margins: 
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Model Supply Voucher 5 
 

 
Supply Voucher  

(intra-state) 

(See section ... of CGST Act,... and section... of SGST/UTGST Act,...) 

State/UT ....................... 

.................................................................................................... 

{Name of Supplier (as in registration exemption certificate)}  

and Permanent Account Number 

....................................................................................................... 

 (Number of the Certificate of Exemption from Registration) 

........................................................................................................... 

.......................................................................................................... 

(Address of the Principal Place of Business of the Supplier) 

.............................................................................................................. 

.............................................................................................................. 

(Postal Address of the Place of Supply, if different from principal place) 

 

1.PARTICULARS OF THE SUPPLY MADE 

 

Serial No                  Nomenclature/Description                    Consideration(Rs) 

 

 

 

 

2. Gross Total consideration inclusive of incidence of all taxes (Rs) 

3. PAN or ADHAAR number of the consumer if any 

4. Date of supply 

5. Transaction number generated by central server if any 

6. Acknowledgement of payment of consideration if any received and Other instructions 

 

 

 

 

 

 

 

 

 

 

SOME MATTERS FOR CONSIDERATION BY THE GST COUNCIL 

 

The discussions in the previous sections of this paper are meant to provoke thought on a 

practical matter. It is imperative that every supplier who may have to comply with the central 

and state GST statutes in making supplies of goods and/or services every day from the date of 

commencement of those statutes would need to know the manner in which the supply vouchers 

would have to be issued and the facts which need to be stated therein. Lawmaking to facilitate 

the governance of the issue of true supply vouchers would have to be based on the 

recommendations which may be made to the Union and the States by the GST Council in 
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pursuance of its mandate as stipulated in sub-clause (h) of clause (4) of Article 279A on the 

matters referred to in the next paragraph. 

The matters which may be relevant to good governance of the oversight of true revelation 

of the facts relating to every supply (of goods and/or services) would include- 

1. Digital governance of the protocols for the registration and exemption from registration 

of suppliers, so as to enable real-time public digital access of the current particulars 

about every supplier in India and the place or places of business used by such supplier. 

2. Prescribing the designs and formats of supply vouchers recognizable as acceptable 

evidence of the facts stated therein throughout India and formulating a Plan for step-by-

step migration from the procedure for manual issue of supply voucher by every supplier 

to the procedure for digital issue of supply voucher after printing the same from hand-

held or desk-top pre-programmed electronic equipment. 

3. Formulating a plan to digitize the governance of the protocols of every local government 

body to licence professions, trades, callings and employments practiced within its 

territorial jurisdiction and to licence well-defined premises within its jurisdiction to be 

used subject to its bye-laws, by the licensee as a place of business to add values to goods 

and/or services received therein. 

4. Incentives to be made legally available by every citizen-consumer to demand the 

invariable issue of true supply vouchers for the supply of goods and/or services received 

by him/her for consumption from every supplier, big or small. 

5. Conditions subject to which the benefit of zero-rating of applicable GST may be claimed 

by every domestic producer to whom supply of capital goods is made; or by every 

exporter who makes a supply of goods and/or services in the course of export out of 

India. 

Digital governance of the protocols for the oversight of the availing of input GST credit 

and of the "apportionment" of IGST revenues among the Union, the "weak" States listed in sub-

clause (g) of clause (4) of Article 279A and other States would have to be supplemented by 

digital governance of the protocols for ensuring the invariable issue of true supply vouchers by 

every supplier, big or small, to comply with Adam Smith's norm for good governance referred 

to in the beginning of this paper. 

Satyameva Jayate. 
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