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The Exponential Rise of India’s Gig Economy:
Drivers and Challenges of a Digital Revolution
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Abstract: This paper examines the rapid expansion of India's gig economy and evaluates the technological, demographic, and
institutional factors driving its growth. It discusses the increasing role of digital infrastructure, platform-based employment, and corporate
demand for flexible labour while assessing the challenges experienced by workers and employers. Particular attention is given to income
instability, algorithmic management, legal classification, skill development, workforce attrition, and emerging policy initiatives including
skill passports and social security measures. The paper further explores recent government interventions and platform-level reforms aimed
at improving worker protection and labour market efficiency. It concludes that although the gig economy offers substantial employment
opportunities and contributes to economic growth, sustainable expansion requires stronger social protection, transparent platform
governance, effective skill recognition, and balanced regulatory frameworks that benefit workers, employers, and the broader economy.
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1. Introduction

The Indian labour market is currently moving from traditional
employment models toward a digitally-integrated "gig"
framework, a historic structural transformation by any metric.
As of early 2026, “gig work” and its associated activities have
emerged as one of the most dynamic segments of the
country’s economy. Driven by a unique convergence of
technological infrastructure, demographic characteristics, and
changes in corporate strategy, the platform-based workforce
has grown from 7.7 million in 2021 to over 12 million in 2025
(Government of India). This section examines the primary
factors fueling the growth of gig work and its role in
reshaping India’s economic trajectory.

1) Technological Catalysts: Connectivity and Payments:
The primary engine behind the growth of gig platforms is the
digital infrastructure established over the last decade. India
now boasts a smartphone user base exceeding 800 million,
supported by some of the most affordable 5G data rates
globally (IMARC  Group). This connectivity is
complemented by the Unified Payments Interface (UPI),
which facilitates over 15 billion transactions monthly as of
2025. This seamless payment infrastructure allows platforms
like Swiggy, Zomato, and Ola to settle earnings instantly,
making gig work highly accessible to the masses.
Furthermore, the rollout of 5G networks has enabled the
expansion of high-bandwidth gigs, such as live-streamed
tutoring and remote professional consulting. Roles that were
earlier limited by access to high-speed broadband
connections have become accessible through smartphones.

2) Demographic Dividends and Tier-2 Expansion:
India’s demographic profile—with an average age of 28.4—
provides a massive pool of tech-savvy youth who are quick to
adopt platform-based work. According to the India Skills
Report 2026, employability among the youth has risen to
56.35%, and a significant portion of this population is now
entering the workforce via gig platforms rather than
traditional internships (ETS) . A notable trend in 2025-2026
is the geographical shift; while gig work was once a
phenomenon of "Metro" cities, Tier-2 and Tier-3 hubs like
Lucknow, Kochi, and Chandigarh have emerged as the new
growth centres. These cities now contribute significantly to
the 17% compounded annual growth rate of the sector, which
is projected to reach a gross volume of $455 billion by the end
0f 2026 (Abrar).

3) Corporate Agility and the "Liquid" Workforce:

On the demand side, Indian businesses have fundamentally
altered their hiring strategies. Post-2024, there has been a
38% rise in project-based hiring as companies seek "liquid"
workforces to maintain operational flexibility. By utilizing
platforms for specialized tasks- ranging from UI/UX design
to Al-based analytics- firms can access high-quality talent
without the overhead costs of long-term payrolls. NITI Aayog
reports that the gig workforce is not just restricted to low-skill
tasks; high-skilled gig workers are projected to account for
27.5% of the total gig workforce by 2030, reflecting the
professionalization of the sector (NITI Aayog).

The table below summarizes the growth trajectories and key
drivers across these distinct sectors as of 2026:

Table 1: Comparative Sectoral Growth in the Indian Gig Economy (2026 Forecast) (ETS; Government of India; Srivastav)

Estimated New

Sector Jobs (2026) Primary Growth Drivers Key Roles
Delivery & Quick 1 Million Rapid expansion of "Dark Stores" in Tier-2 and Tier-3 Last-mile delivery partners,
Commerce cities; 120% surge in order volumes (2025-26). pickers, and packers.
Logistics & Warchousing 500,000 — Rollout of Multi—Mpdal ngistics Parks and the shift to Wgrehoqse loaders, fleet
700,000 Electric Vehicle (EV) fleets. supervisors, inventory managers.
Professional Services & IT High-Value 38% rise' in project-bas'ed.hirir'l'g.; dc?rrll'and for Al- Al pr(?mpt engineers, UI/UX
Growth readiness and specialized "liquid" talent. designers, data analysts.
BFSI & Retail 300,000 Digital verification (KYC) needs and field sales for new Field saLes ex;cutives, digital
fintech and insurance products. verification agents.
Personal Care & Home Steady Consumer preference for at-home services; women Beauticians, home repair
Services expansion entering the workforce via home-service apps. technicians, tutors.
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Challenges Faced by Gig Workers
However, this rapid expansion has not been without friction.
While platforms offer unprecedented flexibility and have a
low barrier to entry, they have simultaneously created a new
set of socioeconomic vulnerabilities.

First, all gig workers in India face a common bugbear: the
"Invisible Boss." In 2026, the primary mode of labor
management is no longer human-led but algorithmic.
Platform algorithms control task allocation, performance
monitoring, and wage determination (Government of India).
This creates a fundamental power imbalance.

Second, gig work platforms tend to classify workers as
"independent partners" or ‘"contractors" rather than
"employees". This nomenclature allows platforms to bypass
the Minimum Wages Act (1948) and traditional industrial
relations frameworks. This "legal misclassification" results in
a regulatory vacuum where workers lack collective
bargaining rights (Insights IAS). Furthermore, the Economic
Survey 2025-26 highlights that gig workers suffer from "thin-
file" credit access; without formal salary slips or long-term
employment proof, they are frequently excluded from
mainstream financial services, trapping them in a cycle of
high-interest informal borrowing (Government of India).

Challenges for Low-Skill Workers

For the millions of delivery partners, ride-hailing drivers, and

home-service technicians, the gig economy is characterized

by physical exhaustion and "algorithmic cruelty." This
segment represents roughly 33.8% of the projected gig
workforce for 2030, but it faces the most acute risks.

o Income Volatility and Incentive Shrinkage: The initial
allure of high sign-on bonuses has faded. By 2026, many
low-skill workers report shrinking incentives despite
rising fuel costs and inflation. Approximately 40% of gig
workers doing low-skill jobs earn less than X15,000 per
month, often requiring 10-12 hour workdays to meet basic
thresholds (Government of India). This income is not a
"wage" but a volatile payout subject to unilateral changes
by the platform.

e The Pressure of "Hyper-Fast" Models: The emergence
of the "10-minute delivery" model in urban hubs like
Bengaluru and Delhi has exacerbated health and safety
risks. To maintain "Perfect Order" ratings, riders often
resort to rash driving, leading to an uptick in road
accidents. This "speed-centric branding" effectively
means that workers are penalized by the algorithm for
real-world delays like traffic or weather (Government of
India).

e Arbitrary Deactivations: Low-skill workers are highly
vulnerable to "digital firing." An arbitrary customer
complaint or a slight dip in a rating can trigger an
automatic ID deactivation. Unlike formal sectors, there is
often no human-led grievance redressal mechanism,
leaving workers with no recourse or explanation for their
loss of livelihood (Kumar and Narayanan).

Challenges for High-Skill Workers

While high-skill gig workers- such as UI/UX designers, Al
prompt engineers, and consultants- enjoy higher earnings and
better working environments, they are not immune to the

precarious nature of platform work. This group is expected to

make up 27.5% of the gig workforce by 2030 (NITI Aayog).

o The Global Race to the Bottom: High-skill freelancers
in India often operate on global platforms like Upwork or
Toptal. Here, they face intense downward pricing
pressure. As workers from other emerging economies join
the global pool, Indian professionals must often lower
their rates to remain competitive. This "commoditization
of expertise” means that despite their high skill levels,
their income remains unstable and lacks the year-on-year
increments seen in corporate roles.

e The Al Displacement Threat: In 2026, generative Al has
moved from a tool to a competitor. High-skill workers in
coding, content writing, and data analysis face the
constant threat of task automation. The Economic Survey
2025-26 specifically notes that "fears of job losses due to
technological advances like Al and ML add to worker
vulnerability." (Government of India) Unlike corporate
employees who might receive internal retraining, gig
workers must bear the full cost—both in time and money-
of their own upskilling.

e Professional Isolation and Burnout: While low-skill
work is physically taxing, high-skill gig work is
psychologically draining. The lack of a physical
workplace and peer support leads to severe professional
isolation. Furthermore, because "time is money" in a gig
framework, high-skill workers often cannot maintain clear
boundaries between work and personal life, leading to
chronic burnout.

Challenges faced by Employers

As the sector’s workforce reaches an estimated 12 million
individuals, employers are finding that the "cheap surplus
labor" model of the early 2020s is no longer sustainable. This
section explores the multifaceted challenges faced by
employers hiring through gig platforms in India.

The most immediate operational hurdle for gig employers is
the staggering rate of worker turnover. According to
Wisemonk’s 2026 Attrition Report, the e-commerce and gig
sector in India leads all industries with an attrition rate of
28.7%. This "revolving door" phenomenon is driven by low
switching costs for workers and a lack of organizational
loyalty, which is inherent in a model that prioritizes task-
based transactions over long-term employment (Nagpal).

For employers, this churn is not merely an HR nuisance but a
significant financial drain. The cost of replacing a single
frontline gig worker is estimated at approximately 40% of
their annual compensation when factoring in recruitment,
background verification, and onboarding training (Nagpal).
In addition, high attrition compromises service quality. In the
high-skill gig sector- encompassing Al prompt engineers and
specialized UI/UX designers- the challenge shifts from
volume to scarcity. Employers struggle to retain "liquid"
talent that possesses niche technical skills, as these workers
often juggle multiple global clients, leading to project delays
and internal communication breakdowns (Cube Consultants)

Other challenges include ensuring the security of confidential
data and intellectual property. When hiring freelance software
developers or data analysts, employers face heightened risks
regarding Intellectual Property (IP) theft and data breaches,
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especially given the remote nature of the work. (Vaidya and
Biju)

A third challenges is the integration of gig workers into a
company’s culture. High-skill gig workers often struggle to
align with a company’s internal culture, leading to
"professional isolation" that can affect the quality of
collaborative projects(Vaidya and Biju).

Platform-level solutions

While gig workers are organizing to demand fairer
employment practices, and the government is introducing
new schemes to bring some of the benefits of formal
employment to gig work, platforms are also adapting to this
changing environment. The concepts of "skill passports" and
"platform social contracts" represent the two primary pillars
of India’s attempt to formalize the gig economy. These
initiatives move beyond simple job-matching to create a
portable identity for workers and a statutory welfare safety
net.

Skill Passports: Portability and Upward Mobility

The "Skill Passport" is a digital identity that documents a

worker’s  verified competencies, certifications, and

experience across different platforms. In 2025-2026, this has
shifted from a theoretical concept to a functional part of the

Digital Public Infrastructure (DPI).

e Verified Credentials: Through the Skill India Digital
Hub (SIDH), gig workers can now earn digitally verifiable
credentials aligned with the National Skills Qualifications
Framework (NSQF). These badges are integrated with the
e-Shram portal, allowing a worker to "carry" their
reputation from one platform to another (PIB Delhi).

o Industry-Led Initiatives: In October 2025, EY and
Microsoft launched the Al Skills Passport in India. This
free, online program provides youth and gig workers with
job-ready Al skills, offering a verifiable digital badge that
improves their employability in high-skill freelance roles

(EY India).
e Transition to Formal Work: For the worker, the
passport solves the '"reputation lock-in" problem.

Previously, a 5-star rating on one app was useless on
another. Now, by aggregating these data points into a
single digital record, workers can prove their reliability
and skill level to traditional corporate employers,
facilitating a transition into formal employment (Pexelle).

Platform Social Contracts: Institutionalizing Security

The "Platform Social Contract" refers to the formal legal and

financial obligations established between digital aggregators,

the state, and the workers. This ensures that the flexibility of
gig work does not come at the cost of basic human dignity
and security.

e The Code on Social Security (CoSS) 2020: Officially
operationalized with draft rules in early 2026, the CoSS
mandates that platforms like Zomato, Swiggy, and Uber
contribute 1% to 2% of their annual turnover (capped at
5% of worker payouts) into a National Social Security
Fund (Corporate Professionals)

e The 90/120-Day Rule: To ensure benefits reach active
participants, the 2026 framework introduces an eligibility
threshold. A worker qualifies for government-backed
insurance, healthcare, and maternity benefits if they have

worked for 90 days with a single aggregator or 120 days
cumulatively across multiple platforms in a financial year
(Chhota CFO)

o Benefit Portability (UAN): Central to this contract is the
Aadhaar-linked Universal Account Number (UAN). This
allows a worker to maintain their social security balance
even if they switch from delivery work to home services,
ensuring continuity of protection

o State-Level Enhancements: Beyond the central code,
states like Telangana have introduced specific welfare
fees (1%—5% per transaction) to provide local accident
and health insurance, further thickening the safety net
(PRS Legislative Research)

Impact Summary: How These Changes Help Both Parties

Feature Help for Workers Help for Employers
Skill elj(r;\ﬁggzs, tl;r;):faoi Reduces recruitment costs
Passport p through pre-verified talent.
low-wage traps.
Social Grants access to life, Builds long-term workforce
health, and accident o .
Contract . resilience and reduces strikes.
insurance.
e-Shram Makes benefits Standardizes compliance and
Integration portable across lowers legal risks
& different platforms. & )

2. Future Directions and Conclusion

Following the unprecedented growth of gig work, and the
new challenges of large numbers of urban workers engaging
in quasi-formal employment, all stakeholders are being
forced to adapt to the new realities. Workers are organizing
and lobbying for protections similar to formal employment,
employers are looking at ways of quantifying worker skill and
performance, and the government is trying to balance the
interests of both parties.

Gig work exchanges like Upwork and Fiverr also have a role
to play in making gig work fairer to all parties. Creating an
easy to understand system for workers to showcase their
technical experience as well as non-technical skills would
help employers find workers that fit their needs the best and
reduce the guesswork regarding quality.

Likewise, maintaining a reasonable standard for the kind of
work, time allocated, and remuneration offered will reduce
cases of workers taking on jobs only to find that the
requirements were not properly represented.

Al tools can play a major role in both cases. Creating a
comprehensive skill list based on previous work and feedback
from previous clients and employers can help gig workers
market themselves on exchanges more effectively. Skill
passports can be incorporated into this system. Workers can
progress through levels based on these experiences, enabling
them to work on more complex projects with nuanced
requirements.

Similarly, employers can submit their work requirements into
a tool that gives them realistic estimates of time and worker
skill level needed, and the expected costs. This will weed out
unrealistic job postings, and allow the employer to plan their
workflow better. Realistic job profiles paired with accurate
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worker skill mapping could ensure better fit and reduce
attrition rates.

Such systems will need tremendous amounts of data
regarding work, skill, payments, and satisfaction levels of
both workers and employers. As this information is extremely
personalised and sensitive, data security and maintaining
privacy is therefore paramount. Exchange platforms will have
to walk a fine line between providing enough information for
workers and employers to find each other, without giving
away so much that it jeopardizes either party.

In conclusion, gig workers and employers must adjust to the
changing realities of the gig economy. Technology can be
used to make gig work more equitable and stable for both
workers and employers, but the will to make these changes
happen cannot be taken for granted. Government intervention
is needed to incentivize these changes and ensure that India’s
growth does not come at the cost of its working class.
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