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ABSTRACT

The gig economy is a term used to describe an economic activity in which many short-term jobs are
available, rather than permanent jobs, and is considered one of the various business models in the gig
economy. This study examines taxpayers' views on their level of taxpayer awareness, trust in
government and tax socialization on tax compliance in the gig economy. This paper therefore provides
new insights into tax compliance studies by introducing the concept of gig entrepreneurship, which is
increasingly becoming a popular segment of the economy, especially among the younger generation.
The study was conducted among 10 participants in Kota Kinabalu, Sabah and an in-depth interview was
used to collect data for this study. Thematic analysis was used to analyze the data. The findings of this
study can be useful for the government to create a clear tax framework in promoting the gig economy
in order to expand the tax base for the government.

Keywords: gig economy, tax awareness, trust in government, tax socialization, tax compliance, digital
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INTRODUCTION

Economic activities in Malaysia are experiencing exponential growth, driven by the penetration of
technology into various sectors (Tambunan & Rosdiana, 2020). The Malaysian Communications and
Multimedia Commission (2017) reports that from 12% in 2011 to 75.9% in 2017, smart phone usage in
Malaysia increased significantly. One of the many business models in the e-commerce is the gig
economy (IRBM, 2022). The gig economy grew rapidly in 2020 alone, gave rise to new digital
technologies, and caused traditional brick and mortar enterprises to move their business models online,
according to the Malaysia Digital Economy Blueprint 2021. Due to this, gig economy platforms have
grown in popularity, with e-hailing and online products delivery—including food delivery—being the
two main services offered by these platforms (Furuoka, Uchiyama, Lim, Pazim, Aruchunan, Paid,
Nikitina & Omar, 2022).

The gig economy is currently being accepted at a spectacular rate by individuals and companies of all
sizes (Abdul Rahim, Yaacob, Mohd Noor, Najid & Zulkifli, 2021). As of April 2021, there were about
four million freelancers in Malaysia; this number is expected to increase over the coming years,
particularly as many gig workers are members of the younger, more technologically literate age. In
addition, a lot of people who have lost their employment due to the epidemic are resorting to online
platforms in order to support themselves (Lim, 2021). Thanks to technology advancements, people can
work at their own pace and are no longer constrained by physical places, which has led to the growth
of the gig economy. As a result, businesses usually hire freelancers and independent contractors rather
than full-time workers, and jobs are usually temporary and flexible (Ahmad, 2020).
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In response to this, the digital economy is being included in the 12th Malaysia Plan 2021-2025 as a
new source of economic growth, increasing Malaysia's GDP as recently established by the Malaysian
government (Lim, 2021). By 2025, the government also plans to put in place a suitable tax structure to
collect gig economy earnings. This is due to the fact that the Economic Planning Unit's (EPU) 12th
Malaysia Plan document projects that by 2025, the digital economy would account for 25.5% of the
nation's GDP. The emergence of the gig economy presents profound challenges in Malaysia, as Wahab
and Bakar (2021) expressed that the field of gig economy income tax compliance is still in its infancy
stage in Malaysia.

There are certain challenges in relation to taxing the digital economy, by which tax systems are needed
to be ready to meet the changes brought by the digital transformation as well as to leverage upon the
opportunities (OECD, 2014). Frenken and Schor (2017) implied that many people are "not even aware
that taxes should be paid," suggesting that these people run the risk of not complying with the law. It
was also stressed that these individuals would view gig economy transactions as "short, single, and
private," meaning they are not subject to taxes. In a similar vein, people may assume that income-
generating activities conducted online, such earnings from a YouTube channel, are private in nature
and do not require disclosure for tax purposes. Furthermore, persons who are unaware of 'who is
accountable for paying taxes' may unintentionally wind up breaking the law and this is a challenge to
the Inland Revenue Board of Malaysia (IRBM) (Wassermann & Bornman, 2020). Hence, the objectives
of this study are formulated as follows:

1. To identify taxpayers’ view on tax compliance in the gig economy

2. To identify the measures that government can implement to enhance trust and tax compliance
among gig economy workers

3. To identify the practical ways of updating with current tax updates

LITERATURE REVIEW
“Gig economy” in the tax compliance context

The government has traditionally benefited greatly from the tax collection (Nawawi, Hamid, Yusop,
Ghazali, & Rashid, 2020). It is one of the most important sources of income for the government and has
a close relationship with government spending, which supports economic expansion (Kim and Lee,
2020). The term "gig economy" describes people who, as opposed to working for an employer, have
temporary jobs or perform independent tasks for which they are paid individually (IRBM, 2022). It is
turning into a more and more well-liked economic sector. Workers in the gig economy are defined as
"individuals employed or appointed under a Contract for Service merely to work on a specific project
or job for the purposes of the principal's trade or business" by the Malaysia Employment Act of 1955
(Jemon, Saiman, Bebit & Hindia, 2021).

The gig economy ought to be taxed in the same manner as traditional businesses are currently, according
to the Organization for Economic Cooperation and Development's (OECD) 2015 Digital Economy
Outlook (Kuek, 2020). A similar remark was made by IRBM, which states that this e-commerce activity
falls within Section 4(a) of the Malaysia Income Tax Act, 1967 and is therefore considered a
commercial activity (IRBM, 2022). Every prospective taxpayer in the gig economy has an obligation
to record any profits or losses from gig business ventures.

The use of “Theory of Planned Behaviour” in the tax compliance context
Theory of Planned Behaviour (TPB) is a social psychological theory that aims to explain human

behaviour by considering the beliefs, attitudes, and intentions that shape an individual's actions.
According to the theory, an individual's behaviour is determined by three main factors: their attitude



toward the behaviour, their subjective norms, and their perceived behavioural control (PBC) (Ajzen,
1991). Attitude refers to an individual's evaluation of the behaviour, including their beliefs about the
positive or negative consequences of the behaviour. Subjective norms refer to an individual's beliefs
about the social pressure to engage or not engage in the behaviour, including the perceived expectations
of significant others. Perceived behavioural control refers to an individual's perceived ability to perform
the behaviour, including their beliefs about the availability of resources and the extent of their control
over the situation (Alleyne & Harris, 2017).

Tax Compliance

Tax compliance relates to obligations of taxpayers that include registration in the tax system, timely
lodgement of tax return, payment of taxes on time, and reporting complete and accurate information
(Badara, 2012). The notion of tax compliance as a situation where the taxpayer meets all taxation
liabilities. Thus, the taxpayer is abiding taxpayers who obey and fulfil and implement tax obligations
in accordance with the provisions of tax legislation (Devano & Rahayu, 2006).

Taxpayer Awareness

Tax awareness was used as attitude component in the TPB framework. It refers to taxpayers’
understanding of tax laws and regulations on the specific tax issues that relate to them with the
assumption that higher tax awareness is likely to increase tax compliance (Taing & Chang, 2021).
According to Awaluddin and Sulvariany (2017) awareness of taxation is a condition where a person
knows, recognizes, respects, obeys the applicable tax provisions seriously, and desires to fulfil his or
her tax compliance. Hardiningsih, Januarti, Oktaviani and Srimindarti (2020) asserted that lack of
awareness has the potential to reduce tax compliance and when the taxpayers become more aware, they
are more likely to follow tax regulations.

Trust in Government

Trust in Government was used as the subjective norm component in the TPB framework. Subjective
norm is commonly referred as “the perceived social pressure to perform or not to perform the
behaviour” (Ajzen, 1991: 88). Unconditional trust is rare as it is provided to certain individuals and
organizations for a given matter across a time frame (Birkyt, 2014). When it comes to tax compliance,
taxpayers are aware of their exchange relationship with the government. Torgler (2003) also stated that
if the government takes positive actions, taxpayers would establish good views and dedication towards
the tax system and tax payment, resulting in increased compliance behaviour. On the contrary,
taxpayers' mistrust of government may give a rationale for avoidance (Jimenez & Iyer, 2016).

Tax Socialization

Socialization taxation is an attempt by the Director General of Taxation to provide information,
understanding, and guidance to the public, especially taxpayers about taxation and laws (Savitri &
Musfialdy, 2016). Wardani and Wati (2022) stated that one of the factors that need to be considered in
increasing tax compliance is by disseminating tax regulations through counselling, moral appeal,
billboards, and opening tax regulation sites that can be accessed at any time by taxpayers. Gunadi (2010)
also asserted that tax socialization is required to expand the number of taxpayers and can lead to
increased taxpayer compliance, resulting in increased tax income.



METHODOLOGY

A qualitative technique was applied in order to gain a deeper comprehension of the fundamental
assumptions, perspectives, and intentions behind this research. For this study, purposeful sampling was
selected because it entails identifying and selecting people who possess a particular level of expertise
or knowledge on a topic of interest (Cresswell & Clark, 2021). Consequently, the study's sample size
comprised several categories of freelance workers participating within Kota Kinabalu's gig economy.
Because of this diversity, the data gathered was guaranteed to accurately reflect the diversity within the
intended audience. Kota Kinabalu was chosen because, according to Sakaran, Noor and Eboy (2018),
there hasn't been any research done on the gig economy sector in the city and because the city is a
liveable place where both residents and visitors make extensive use of the dominant services such as
Grab to reach their location easily and most civilians has to turn to the internet for their e-commerce,
entertainment, and even educational needs, which aided the acceleration of the gig economy (Ahmad,
2020).

Ten individual taxpayers were interviewed for this study. Because of the COVID-19 outbreaks, the
interview was conducted over the phone or via Google Meet, and the participants were identified not
by name, but rather by descriptions given to each of them, to protect anonymity and objectivity.
Furthermore, it has the advantage of making it simpler to address difficult matters freely, resulting in
data that is equivalent to the quality of data gained through face-to-face interviews (Carr, 2001). Prior
to the interview, the method for navigating the discussion was established and any potential concerns
were addressed. The purpose of the study, confidentiality issues, risks, benefits, and the option to
withdraw at any time were all explained to all participants. With the participants' permission, audio
recordings were made, with each interview lasting approximately 15 to 20 minutes. In cases where
participants refused recorded conversations, written notes were used as a secondary recording technique
to ensure that the qualitative data from all participants was captured. Respondents were asked the
following questions to allow for comparative interviews while also allowing interviewers to talk freely
(Bryman, 2006).

a) What is your view on tax compliance in the gig economy? (RQ 1)

b) What measures could the government take to enhance trust and tax compliance among gig
economy workers? (RQ 2)

€) How do you update yourself with current tax updates? (RQ 3)

This group consisted of ten people: (1) one retired school teacher (online freelance tutor); (2) one retired
safety manager (drives Grab); (3) two medical officers (freelance part-time photographers); (4) one HR
manager (drives Grab on weekends); (5) one chemical engineer (YouTube content freelancer); (6) two
lecturers (freelance dropship agents); and (7) two others who did not mention their previous occupations
(currently are Grab food riders). The taxpayers in this research represent a demographic mix of varied
occupational backgrounds and regional distribution, demonstrating a relatively diverse variety of
individual taxpayers..

The data from the interviews was manually examined using Microsoft Excel software. In contrast to
QDAS (qualitative data analysis software), this approach of analysis was chosen due to the limited
sample size of 10 interviews. Because the primary goal of this phase was to comprehend the phenomena,
analysis was carried out largely to expose the concerns and identify the study emphasis. The transcripts
were then sent to two researchers who separately identified important clusters to eliminate researcher
bias and maintain dependability (Creswell, 2009). To do this, a basic analysis was performed,
categorising the findings into a matrix table, from which the important findings or quotes from the
interview transcripts were taken and copied.



FINDINGS AND DISCUSSIONS

Based on the interview conducted, the findings are compressed in order to find summary key words and
phrases, without losing its meaning and retaining the interviewees’ responses intact as presented in the
following Table 1:

Table 1 shows the summary of taxpayers’ view on the tax compliance in gig economy
Respondent No Perception Variable

RES 1 ‘Most people that I know are not aware of this.”

“During this pandemic, so many people are involved in the gig
RES 3 economy to earn extra bucks...unless it’s mandatory I don’t
think anyone will declare because it’s their hard-earned money” | Taxpayer Awareness

“Interesting...what’s the threshold to be reported? Because if

RES9 the amount is small, people usually will ignore”
RES 4 “Clearer tax rules would help gig workers like me pay our taxes
correctly”
RES 7 “Transparency in how tax money is used builds trust” Trust in Government
RES 5 Tax compliance incentives, like service discounts, could

motivate us”

“I don’t think anyone knows how to even declare this... I
RES 2 remember there this one time.

I tried looking it up, but I can’t find it”
“We’ve not been taught on this...we don’t even know where to

RES 6 start” Tax Socialization
“This is new development...most exposure is needed to comply
RES 8 . »
it correctly
RES 10 “I think probably most people would have tried to avoid tax if

they know they can get away with it since there’s no guidelines’

According to the findings of the research, participants are often unclear of their tax status and plainly
demonstrate a lack of grasp of compliance requirements. According to Razmerita, Kirchner, and Nielsen
(2016), various factors impact a person's tax information, including education, media, and information
exposure. Frequent changes in tax legislation make it much more difficult for taxpayers to keep up (Loo,
2010). The purpose of socialisation activities is to promote awareness of the importance of taxes as well
as to attract new taxpayers. Witono (2016) noted that one of the things that should be addressed in
enhancing tax compliance is communicating tax rules through counselling, moral appeal, billboard
media, billboards, and creating tax regulation sites.

CONCLUSIONS

The first objective of this study was to identify the taxpayers’ view on tax compliance in the gig
economy. The findings suggested that there is lack of tax awareness that taxes should be paid. This
study reveals that there is a perception that transactions from gig economy activities are private and not
subject to tax, failing to understand the importance of paying tax. Tax awareness is needed by the
individual taxpayers to effectively comply with their tax obligations in the gig economy. They also need
to be aware of this obligations in order to make informed decisions (Wassermann and Bornman, 2020).



The second objective is to identify the measures that government can implement to enhance trust and
tax compliance among gig economy workers. Taxpayers indicated that they are more motivated to
comply with the tax if tax administration procedures and incentives are clearly conveyed to them.
Transparency is also said to be vital to ensure the efficacy of local gig taxpayers.

The third objective of this study is to identify the practical ways of updating with current tax updates.
The findings showed that due to insufficient update on current tax information, taxpayers are uncertain
on how the transactions need to be reported. To sum up, tax authorities will need to devise appropriate
strategies to disseminate current tax information to the taxpayers to foster tax compliance, promote
positive taxpayer’s attitude towards taxation and consequently increase tax yield through voluntary
compliance (Savitri, 2015).
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