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Abstract

The emergence of the gig economy has led to a new era of work that challenges traditional employment
models and raises questions about how to effectively tax these new forms of income. In India, this issue
is particularly complex due to the country’s unique economic and social landscape. This article
explores the taxation dilemma in the gig economy, with a focus on the Indian context. | examine the
challenges facing tax authorities in India as they attempt to keep pace with the rapid growth of the gig
economy, and | compare these challenges to those faced by tax authorities in other parts of the world.
Through this comparative analysis, | aim to identify best practices and policy solutions that can help
bridge the gap between India and the rest of the world in terms of taxing the gig economy. Ultimately,
my goal is to contribute to a more nuanced and informed public debate about the role of taxation in
shaping the future of work in India and beyond.
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INTRODUCTION

The rise of the gig economy, where individuals work as independent contractors or freelancers rather
than traditional employees, has presented challenges for traditional tax systems. One of the main
challenges is that many workers in the gig economy are considered self-employed for tax purposes,
which means that they are responsible for reporting and paying their taxes. This is in contrast to
traditional employees, who have taxes withheld from their paycheques by their employer. As a result,
self-employed workers in the gig economy may not have the same level of tax compliance as traditional
employees, as they may not be aware of their tax obligations or may struggle to keep accurate records
of their income and expenses.

Another challenge is that the income of gig economy workers can be unpredictable and may fluctuate
from month to month. This can make it difficult for these workers to plan for their tax liabilities and
may lead to unexpected tax bills or penalties for underpayment. In addition, the gig economy often
involves work that is done remotely or across
multiple jurisdictions, which can make it difficult to
determine which tax laws apply and how to report
income and expenses accurately. The rise of the gig
economy has highlighted the need for tax systems
to adapt to the changing nature of work and ensure
that all workers, regardless of their employment
status, can comply with their tax obligations [1].
This may involve changes to tax laws and
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regulations, as well as the development of new tools
and resources to help gig economy workers
understand and manage their tax responsibilities.
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ADDRESSING TAX COMPLIANCE CHALLENGES IN INDIA’S GIG ECONOMY

In India, the rise of the gig economy has presented challenges for traditional tax systems, as many
workers in this sector are self-employed and may not have the same level of tax compliance as
traditional employees. As a result, many workers in the gig economy are not aware of their tax
obligations. They may not know how to register as self-employed or how to file their tax returns. This
lack of awareness can lead to under-reporting of income and non-payment of taxes. Also, gig economy
workers often work for multiple clients and may receive payments through various channels, such as
online platforms, bank transfers, or cash. Keeping track of all these transactions and maintaining proper
records can be challenging, leading to inaccurate reporting of income and expenses [2]. Therefore, the
income of gig economy workers can be unpredictable and may vary from month to month. This can
make it difficult for them to estimate their tax liability accurately and plan for their tax payments. Even,
self-employed individuals in India are required to comply with various tax regulations, such as
obtaining a GST registration, filing quarterly GST returns, and maintaining proper books of accounts.
This can be a significant burden for gig economy workers who may not have the resources or expertise
to comply with these regulations.

To address these challenges, the Indian government has taken several steps to encourage tax
compliance among gig economy workers. For example, it has introduced a new tax regime, the
presumptive taxation scheme, which allows small businesses and self-employed individuals to pay taxes
based on a presumptive income, rather than actual income. It has also launched online portals and
mobile apps to simplify the tax filing process and provide guidance to taxpayers.

India has introduced a new tax regime for small business owners, known as the “presumptive taxation
scheme”. This scheme allows eligible businesses to pay taxes based on a presumptive income, rather
than actual income, which can simplify tax compliance for gig economy workers [3]. The government
has introduced a presumptive taxation scheme for small businesses and self-employed individuals with
an annual turnover of up to X 2 crore. Under this scheme, they can declare their income as a percentage
of their turnover (8% for non-digital transactions and 6% for digital transactions) and pay tax
accordingly, without the need to maintain detailed books of accounts. This scheme simplifies the tax
filing process for gig economy workers and reduces their compliance burden. In addition, the
government has launched a user-friendly e-filing portal that enables taxpayers to file their income tax
returns online. The portal provides step-by-step guidance to help taxpayers file their returns accurately
and quickly. It also allows taxpayers to track the status of their returns and refunds, and update their
personal information and bank details.

The government has also introduced a taxpayers’ charter, which outlines the rights and
responsibilities of taxpayers. It aims to promote a taxpayer-friendly environment and improve voluntary
compliance. The charter emphasizes the principles of fairness, transparency, and accountability, and
encourages taxpayers to be honest and diligent in their tax affairs. The introduction of the goods and
services tax (GST) in India has brought about a significant change in the tax landscape [4]. The GST is
a single, comprehensive indirect tax that replaces multiple taxes, such as excise duty, service tax, and
value-added tax. It has simplified the tax system for businesses and reduced their compliance burden
[5]. The GST also provides a level playing field for all businesses, including those in the gig economy.
Moreover, the government has launched a mobile app called Aaykar Setu to provide taxpayers with a
range of services related to income tax, GST, and other tax-related matters. The app enables taxpayers
to file their returns, check their refund status, pay taxes, and track their tax credits. It also provides
answers to frequently asked questions and allows taxpayers to access relevant tax laws and regulations.
These initiatives have made it easier for gig economy workers to comply with their tax obligations and
have encouraged voluntary compliance [6]. However, more needs to be done to raise awareness among
gig economy workers about their tax responsibilities and ensure that they can comply with the tax laws
without undue burden.
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GLOBAL EFFORTS TO IMPROVE TAX COMPLIANCE IN THE GIG ECONOMY

Several countries have introduced new tax rules specifically designed for gig economy workers,
recognizing the unigue nature of their work and the challenges they face in complying with traditional
tax systems. The United States has introduced a new tax form, Form 1099-K, which is used to report
income received by gig economy workers through online platforms [7]. The IRS has also launched a
voluntary compliance program for gig economy workers, which provides information and guidance on
tax compliance and may reduce penalties for non-compliance. The internal revenue service (IRS) has
launched a voluntary compliance program for gig economy workers, which provides information and
guidance on tax compliance. The IRS also provides online resources, webinars, and workshops to help
gig economy workers understand their tax obligations. The United Kingdom has introduced a new tax
regime for self-employed individuals, known as the “off-payroll working rules” or IR35. This regime
aims to ensure that self-employed individuals who provide services to clients through intermediaries,
such as online platforms, pay the correct amount of tax and national insurance contributions. The UK
government has also partnered with industry associations to provide tax education to gig economy
workers. For example, the association of independent professionals and the self-employed (IPSE) has
launched a tax education program for its members, which includes online resources, webinars, and
workshops. Australia has introduced a simplified tax system for small business owners, which includes
many gig economy workers. This system allows eligible businesses to report and pay their taxes on a
cash basis rather than an accrual basis, which can make tax compliance easier and more manageable
[8]. The Australian Taxation Office (ATO) provides online resources, webinars, and workshops to help
gig economy workers understand their tax obligations. The ATO has also partnered with industry
associations to provide tax education to gig economy workers. Spain has introduced a new tax regime
for self-employed individuals, known as the “special regime for self-employed workers”. This regime
provides tax breaks and other benefits for self-employed individuals, including reduced social security
contributions and a simplified tax system. The Spanish government provides online resources and
workshops to help gig economy workers understand their tax obligations [9]. The government has also
partnered with industry associations to provide tax education to gig economy workers.

Moreover, the Canada Revenue Agency (CRA) has launched a tax education program for gig
economy workers, which includes online resources, webinars, and workshops. The CRA has also
partnered with industry associations to provide tax education to gig economy workers. These new tax
rules and simplified tax regimes are designed to make tax compliance easier and more accessible for
gig economy workers, who may face unique challenges in managing their tax obligations [10]. By
providing clear guidance and incentives for tax compliance, these measures can help ensure that gig
economy workers contribute their fair share to the tax system and support the wider economy. For
example, the United States has implemented a system to match the income reported by online platforms
with tax returns filed by gig economy workers, while Australia has introduced the single touch payroll
system, which allows the Australian taxation office to monitor employers’ compliance with their tax
obligations in real time. Few countries have introduced reporting requirements for online platforms that
facilitate transactions between gig economy workers and their clients. For example, the European Union
has introduced a reporting requirement under which online platforms must report details of transactions
exceeding a certain threshold to tax authorities. Many countries have also conducted targeted audits and
investigations of gig economy workers to ensure compliance with tax regulations. For example, the
United Kingdom has launched a crackdown on tax evasion by gig economy workers, while Spain has
conducted audits of self-employed individuals to ensure compliance with the special regime for self-
employed workers.

Such measures are designed to improve tax compliance among gig economy workers and ensure that
they are contributing their fair share to the tax system. While they may increase the administrative
burden on gig economy workers and online platforms, they are necessary to maintain the integrity of
the tax system and prevent tax evasion. Many countries have launched tax education programs to raise
awareness among gig economy workers about their tax obligations and entitlements [11]. While the
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specific nature of these programs may vary from country to country, they generally aim to provide gig
economy workers with the information and resources they need to understand their tax obligations and
comply with tax regulations. These tax education programs are designed to raise awareness among gig
economy workers about their tax obligations and entitlements, and to provide them with the information
and resources they need to comply with tax regulations. By improving tax literacy among gig economy
workers, these programs can help ensure that they contribute their fair share to the tax system and
support the wider economy.

Moreover, given the global nature of the gig economy, many countries have recognized the need to
strengthen their international cooperation efforts to ensure that cross-border tax compliance is
enforced. Many countries have entered into bilateral or multilateral agreements to exchange tax
information with other jurisdictions. For example, the common reporting standard (CRS) is a global
standard for the automatic exchange of tax information between tax authorities. More than 100
jurisdictions have committed to implementing the CRS, which helps to ensure that cross-border tax
compliance is enforced. Few countries collaborate with international organizations such as the
Organisation for Economic Co-operation and Development (OECD) and the International Monetary
Fund (IMF) to develop global standards and best practices for tax compliance [12]. These
organizations also provide technical assistance and capacity-building support to help countries
improve their tax systems and enforce cross-border tax compliance while the remaining have taken
steps to strengthen international tax enforcement efforts, including by launching joint investigations
and audits of cross-border transactions. For example, the Joint Chiefs of Global Tax Enforcement (J5)
is a collaborative effort between tax authorities in Australia, Canada, the Netherlands, the United
Kingdom, and the United States to combat transnational tax crime. Some countries have also included
provisions related to tax compliance in their trade agreements. For example, the United States-Mexico-
Canada Agreement (USMCA) includes provisions that require parties to enforce their tax laws and
share tax information [13].

These are designed to ensure that cross-border tax compliance is enforced, and that gig economy
workers and other taxpayers do not avoid their tax obligations by moving money or assets across
international borders. By improving international cooperation on tax compliance, countries can work
together to strengthen their tax systems and ensure that the tax burden is shared fairly among taxpayers.

ENSURING TAX COMPLIANCE IN THE GIG ECONOMY WITH CHALLENGES AND
INITIATIVES IN THE INDIAN AND INTERNATIONAL CONTEXTS

Raising awareness among gig economy workers about their tax responsibilities is crucial to ensure
tax compliance and prevent tax evasion. In the Indian scenario, there are several initiatives taken by the
government, such as the introduction of the presumptive taxation scheme, the taxpayers’ charter, and
the Aaykar Setu app, to simplify the tax filing process and provide guidance to taxpayers. However,
there are still some gaps that need to be addressed to ensure that gig economy workers understand their
tax obligations and comply with tax laws without undue burden. The government must consider
simplifying tax procedures, forms, and filing requirements for gig economy workers. This can help
reduce the burden of compliance and encourage voluntary compliance [14]. The government can also
assist gig economy workers in registering for taxes, filing returns, and maintaining records. The
government can provide support to gig economy workers by offering free or low-cost tax preparation
services, offering tax-related helplines, and creating tax clinics to assist taxpayers in complying with
tax laws. The government can encourage voluntary compliance by offering incentives, such as reduced
penalties for late filing or payment, to gig economy workers who comply with tax laws. The government
can collaborate with digital platforms, such as ride-sharing and delivery apps, to educate gig economy
workers about tax laws and provide them with support in complying with tax obligations.

One of the ways to raise awareness among gig economy workers about their tax responsibilities is
through education and training. The government can conduct workshops and training programs to
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educate gig economy workers about their tax obligations and the consequences of non-compliance.
These programs can cover topics such as tax registration, tax filing, record-keeping, and the use of
digital tools to simplify tax compliance. These initiatives can help gig economy workers understand
their tax obligations and comply with tax laws without undue burden. Another way to raise awareness
among gig economy workers is through the use of technology. In the Indian scenario, the Aaykar Setu
app provides taxpayers with a range of services related to income tax, GST, and other tax-related
matters. The app enables taxpayers to file their returns, check their refund status, pay taxes, and track
their tax credits. The app also provides answers to frequently asked questions and allows taxpayers to
access relevant tax laws and regulations. The government can further improve the app by adding more
features, such as chatbots and virtual assistants, to provide personalized guidance and support to
taxpayers. The government can also develop mobile apps that provide gig economy workers with
guidance and support for tax compliance. These apps can provide information on tax rates, deadlines,
and procedures, as well as help gig economy workers track their income and expenses. The government
can provide online resources, such as guides and FAQs, to help gig economy workers understand their
tax obligations and the procedures for compliance. The government can also provide online tools, such
as calculators and estimators, to help gig economy workers estimate their tax liabilities and plan for
their tax payments [15].

In the international scenario, some countries have implemented similar initiatives to raise awareness
among gig economy workers about their tax obligations. For example, the United Kingdom has
launched an online tool called “check employment status for tax” (CEST) to help gig economy workers
determine their employment status for tax purposes. The tool asks a series of questions to determine
whether a worker is an employee, a self-employed individual, or a worker with a different status [16].
This initiative has helped gig economy workers understand their tax obligations and comply with tax
laws without undue burden. However, there are also some challenges in raising awareness among gig
economy workers about their tax responsibilities. One of the challenges is the lack of understanding of
the gig economy itself. Many workers in the gig economy may not be aware that they are self-employed
or that they have tax obligations. This lack of awareness can lead to under-reporting of income and non-
payment of taxes. Therefore, it is important to raise awareness not only about tax obligations but also
about the nature of the gig economy and the benefits and drawbacks of working in it. Another challenge
is the complexity of tax laws and regulations. Gig economy workers may find it difficult to understand
tax laws and comply with them, especially if they have to comply with multiple tax regimes [17].
Therefore, it is important to simplify tax laws and regulations, and provide clear guidance and support
to gig economy workers. Raising awareness among gig economy workers about their tax responsibilities
is crucial to ensuring tax compliance and preventing tax evasion. The government can use education
and training, technology, and simplified tax laws and regulations to raise awareness among gig economy
workers. However, some challenges need to be addressed to ensure that gig economy workers
understand their tax obligations and comply with tax laws without undue burden.

CONCLUSION

To conclude, the rise of the gig economy has presented challenges for traditional tax systems, and
the Indian Government has taken several steps to encourage tax compliance among gig economy
workers. However, more needs to be done to raise awareness among gig economy workers about their
tax responsibilities and to ensure that they can comply with the tax laws without undue burden. One
critical issue with the current tax system in India is the burden of compliance placed on gig economy
workers. While the introduction of the presumptive taxation scheme and online portals has simplified
the tax filing process, gig economy workers still face challenges in understanding their tax obligations
and complying with tax laws. More resources and support are needed to help gig economy workers
navigate the tax system and ensure compliance. Another issue is the need for a level playing field for
all workers in the gig economy. While the introduction of the GST has helped to simplify the tax system,
there is still a need to ensure that all businesses, including those in the gig economy, are treated fairly
and have equal access to tax benefits and incentives.
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Furthermore, the international nature of the gig economy presents unique challenges for tax systems
worldwide. There is a need for greater international cooperation and coordination to address issues such
as cross-border taxation and tax evasion in the gig economy. The taxation of the gig economy is a
complex and multifaceted issue that requires careful consideration and ongoing attention from
policymakers. While progress has been made in India and other countries, there is still much to be done
to ensure that the tax system is fair, efficient, and supportive of workers in the gig economy.
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