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ABSTRACT 

In the context of the spread of self-employment as an alternative to employment, the state faces the task of 

institutionalising self-employed activities. The creation of norms and rules that ensure its legalisation allows employees 

to use all the advantages of official employment, including small businesses, and to the state allows for the replenishment 

of the budget's revenue side. This is why an experiment is being conducted - the introduction of a special tax regime, 

"Professional Income Tax" (PIT), minimises the self-employed's tax expenses and allows them to receive additional 

support from the state in case of their official registration. The analysis of the dynamics of the number of registered self-

employed applying the PIT and the receipts of payments for this tax over three years allows us to conclude about the 

positive results of the experiment. This is the basis for the formation of the institution of the self-employed as a full-

fledged subject of SMEs. Along with this, there are unresolved controversial issues on the implementation of the 

experiment that require additional consideration.  

Keywords: Labour market, Self-employed, Government regulation of self-employment, Individual 

entrepreneurship, Professional income tax, Legalisation. 

1. INTRODUCTION 

Scientific interest in self-employment is caused by 

several reasons reflecting the current state of the labour 

market. Among them is a change in the economy's 

structure under the influence of the forces of scientific 

and technological progress, and, as a result, a change in 

the structure of the workforce and the emergence of new 

forms of employment, more adapted to modern reality. 

The catalyst for the emerging transformation was the 

COVID-19 pandemic, accompanied by the spread of 

remote work using Internet technologies. Informal 

employment is becoming increasingly important both for 

the Russian economy and for foreign countries, within 

which the segment of self-employed people who choose 

to work for themselves is traditionally considered [1, 2, 

3]. The task of the state is to ensure the 

institutionalisation of the activities of the self-employed, 

to prevent the spread of shadow employment, but on the 

contrary, to ensure the involvement of the self-employed 

in legal activities, while with minimal bureaucratic 

burden, which will enable self-employed entities to 

receive officially confirmed income, use support tools 

designed for small and medium-sized enterprises (hence 

- SMEs), and receive social guarantees, including 

pension provision [4, 5, 6]. At the same time, the problem 

of the "stowaway" is being solved; the state budget will 

receive taxes on the income of the self-employed. The 

subject of this study is the institute of self-employment, 

as a set of norms and rules that form the status of official 

(on a formal basis) self-employment. The study aims to 

substantiate the possibilities and prospects of official 

self-employment in the development of SMEs. 

2. RESEARCH METHODOLOGY 

The emergence and rapid increase in the number of 

self-employed are associated with the onset of a new 

post-industrial era. The emergence of new non-standard 

forms of employment is a forced need for a person to 

adapt to the changing conditions of the labour market, 

and one of the forms of employment that allows a person 

to realise his creative potential is self-employment. The 

purpose of introducing the self-employed category is to 
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legalise many persons who produce and sell goods, 

provide services privately, but do not register their 

activities anywhere and do not pay taxes.   

 The legal status of the self-employed in the Russian 

Federation was approved in 2016 in the Tax Code of the 

Russian Federation, namely in clause 7.3 of Article 83, 

"individuals who are not individual entrepreneurs and 

provide services without hiring employees to individuals 

for personal, household and other similar needs are 

considered self-employed" [7]. The status of self-

employed citizens was necessary to improve business 

conditions in Russia. 

The first attempt to legalise self-employed citizens 

was the patent system proposed in 2013. It was assumed 

that the self-employed would pay a single fixed payment 

in the amount not exceeding 20 thousand rubles, 

regardless of the type of professional activity. Insurance 

premiums were supposed to be included in the cost of the 

patent, but this attempt was not fully implemented.  

An essential step in the legalisation of self-employed 

was the adoption in 2017 of Federal law No. 199, which 

such citizens allocated in an independent group of 

business entities: "in respect of certain types of business 

law may provide the conditions for the exercise by 

citizens of such activities without state registration as an 

individual entrepreneur." [8] and the introduction of tax 

holidays with a condition of registration in tax 

authorities. Since 2017, the self-employed have been 

granted the right not to pay taxes and insurance fees in 

the first two years after registration. After the tax 

holidays ended, it was proposed to stop working or 

register as an individual entrepreneur and deduct taxes in 

full. It is important to note that "tax holidays were 

provided only for three categories of citizens, namely, 

tutors, housekeepers, nurses, who make up less than 3% 

of the total self-employment [9]. 

The first attempts to legalise the self-employed did 

not achieve the desired results. During the first three 

months of the rule on two-year tax holidays, 40 

notifications were submitted to obtain the status of self-

employed [10]. 

According to the Federal Tax Service, as of January 

1, 2019, the number of self-employed did not exceed 

2121 people. During 2017-2018, 339 out of 3062 

registered self-employed people stopped their activities. 

The reasons for this were a very limited list of activities 

for the self-employed and an increase in the 

administrative burden after registration [11].  

To maximise the legalisation of the self-employed, 

Federal Law No. 422-FZ of 27.11.2018 "On 

experimenting with establishing a special tax regime 

"Professional Income Tax" (PIT) in the federal city of 

Moscow, the Moscow and Kaluga Regions, as well as in 

the Republic of Tatarstan" was adopted. Digital 

technologies have become the primary tool for the 

legalisation of the self-employed. The features of the 

special tax regime are a simplified registration procedure 

using a mobile application, without visiting the tax 

authority; exemption from the use of cash registers; 

automatic creation of receipts for services, full 

automation of the calculation of the tax amount, control 

over the limitation on the amount of income, the use of 

tax deduction; comfortable tax rates.  

On December 15, 2019, the President of the Russian 

Federation signed a law on expanding the tax experiment 

for self-employed citizens. Since January 1, 2020, the tax 

experiment has extended to 19 more regions of Russia.  

In addition, Federal Law No. 169-FZ of 08.06.2020 

amended the Law No. 209-FZ of 24.07.2007 and equated 

self-employed citizens with SMEs, which will allow 

them to receive additional support. 

Since July 1, 2020, this special tax regime has been in 

effect throughout the country. The new regime for the 

self-employed assumes the payment of taxes from the 

sale of goods, works and services for individuals at a rate 

of 4%, for individual entrepreneurs and legal entities - 

6%.  

According to statistics, as of March 6, 2019, 38 

thousand people have registered in the self-employed 

status since the beginning of 2019 to take advantage of 

the special tax regime "Professional Income Tax". The 

newspaper "Top Secret" in December 2019 reported that 

the number of self-employed in Russia is 260 thousand 

people.  

According to the Federal Tax Service, by the autumn 

of 2021, the number of registered self-employed in 

Russia had reached 3 million people. Thus, the number 

of self-employed increased more than 11 times during the 

period under review. Among the reasons for the high 

growth rates are the following: 

- advantages of the tax regime for self-employed 

people; 

- response to the support of the self-employed in the 

context of the pandemic and the general decline in 

income of the population: the return to the self-employed 

of the PIT paid in 2019 in full and the allocation of capital 

in the amount of 1 minimum wage for the payment of 

taxes in 2020; 

- the development of an online payment system, and, 

as a result, the complication of tax concealment; 

- opportunities for many companies to minimise 

labour costs by removing employees from the staff and 

replacing them with external self-employed.  

3. RESEARCH RESULTS 

Following Federal Law No. 422 [12], the experiment 

has lasted for almost three years. It is possible to analyse 
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intermediate results and identify problems and directions 

of state policy adjustment in relation to self-employment 

subjects. This period is associated with a crisis in the 

economy caused by the COVID19 pandemic, which 

affected the course of the experiment. The decline in 

demand for many types of products led to a contraction 

of production in many industries, and representatives of 

small businesses found themselves in the most 

challenging situation. At the same time, there was a surge 

of interest in the official status of the self-employed, 

which was caused by substantial state support for this 

category of entrepreneurs. Self-employed persons were 

fully refunded the PIT in 2020, and a 12,130 ruble 

subsidy was provided to pay the PIT in 2020 and repay 

the debt on the specified tax, if any. 

With 2020 in the Unified register of subjects of small 

and average business of the FTS in the statistics of the 

national project "Small and average business and support 

of individual entrepreneurial initiative" provides 

information on the number of self-employed citizens, 

recorded their status and applying a special tax regime 

PIT [13], which allowed comparing the population 

dynamics of the most similar characteristics of the group 

of enterprises –  registered self-employed, applying the 

PIT (natural persons and individual entrepreneurs (IE) 

and IE which is SMEs. The period for comparison – 

September 2020 – September 2021 was chosen due to the 

availability of data in the registry that allows comparison 

by matching months (Fig. 1). A pattern was revealed 

during the period under review; the number of sole 

proprietors of SMEs remained virtually unchanged, 

while the number of registered self-employed who 

switched to the PIT increased more than 3 times. The 

latest statistics at the time of writing the article show that 

the number of registered self-employed is almost equal to 

the number of IE, which is SMEs. 

Figure 1 Dynamics of the number of registered self-

employed, applying PIT and IE, which is SMEs. 

Because the PIT enters the budget of the subjects of 

the Russian Federation, the change in the number of self-

employed applying the PIT in the context of the regions 

of the Russian Federation is analysed (Table 1). 

According to the share of self-employed, the Central and 

Volga Federal Districts are in the lead, which is explained 

not only by the presence of the largest megacities but also 

by the fact that the experiment in these territories began 

earlier. According to the growth rate of the self-employed 

(by more than 9 times), the North Caucasus Federal 

Table 1. Dynamics of the number of self-employed applying the PIT by the subjects of the Federation 

of the Russian Federation 

Name of the subject of the 

Russian Federation 

on 30.09.2020 on 30.09.2021 growth 

rate, % total, person share, % total, person share, % 

Russian Federation 1,143,009 100 3,168,286 100 277.19 

Central Federal District 591,262 51.73 1,273,348 40.19 215.36 

North-Western Federal 

District 
104,376 9.13 350,997 11.08 336.28 

Southern Federal District 75,137 6.57 306,790 9.68 408.31 

North Caucasus Federal 

District 
9,941 0.87 91,606 2.89 921.5 

Volga Federal District 198,567 17.37 546,113 17.24 275.03 

Ural Federal District 76,785 6.72 233,466 7.37 304.05 

Siberian Federal District 70,726 6.19 270,129 8.53 381.94 

Far Eastern Federal District 16,212 1.42 95,837 3.02 591.15 
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District stands out as the most depressed region with the 

highest unemployment rate in the subjects of the Russian 

Federation (14.8%). 

With the increase in the number of registered self-

employed applying the PIT, both the accruals for the 

payment of the PIT and the receipt of tax payments have 

increased, which is reflected in Table 2 [14]. Thus, during 

the period under review, payments increased almost 7 

times. 

4. CONCLUSIONS 

The institute of self-employment can become a factor 

in the expansion and development of small businesses in 

Russia. The state, initiating an experiment to establish a 

special tax regime of the PIT, sought to legalise the self-

employed people's activities, making them full-fledged 

subjects of SMEs. The data analysis for the past 3 years 

of the experiment shows good results and allows us to 

make an optimistic forecast. However, several issues 

related to the implementation of the experiment remain 

controversial and require additional consideration. This 

is due to the specification of the permitted activities of 

the self-employed who apply the PIT, an increase in the 

maximum annual income for some categories of the self-

employed (for example, up to 5 million rubles for IT 

specialists) and the possibility of tax exemption for low-

income self-employed. 
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