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Introduction

The concept of barter is as old as human civilization. Long before currency was
minted, societies exchanged goods and services to meet their needs. Wheat for
rice, gold for cattle, such direct trades shaped early economies. Over centuries,
money simplified these exchanges, but in the 21st century, barter has re-emer-
ged in a new, less visible form. The rise of digital platforms, influencer culture,
and data-driven businesses has created what can be termed invisible barters:

transactions where significant value changes hands without a rupee being paid.
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An influencer promoting a product in exchange for free merchandise, a user gai-
Nning app access by surrendering personal data, or a real estate developer obtai-
ning extra Floor Space Index (FSI) in return for building public amenities, these
are not acts of generosity but calculated exchanges of value. The complexity
arises because these transactions are rarely documented as traditional trade,

leaving regulators and tax authorities in a grey zone.

From a taxation standpoint, invisible barters matter enormously. India’s Goods
and Services Tax (GST) regime defines “supply” broadly to include barters, and
“consideration” under Section 2(31) of the CGST Act covers benefits in cash, kind,
or otherwise. Technically, these transactions fall under the tax net. Practically,
however, identifying, valuing, and enforcing compliance is a formidable challen-
ge. This article explores the phenomenon of invisible barters, its global context,

India’s legal ambiguities, and the way forward.
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Understanding Invisible Barters

The traditional barter system was simple: two parties traded tangible goods.

Invisible barters, by contrast, often involve intangibles, digital assets, or hybrid

benefits that do not leave an obvious paper trail. Let us consider key examples:

Influencer Marketing

The influencer economy in India is estimated at over 2,000 crore and
growing rapidly. A beauty influencer who receives luxury cosmetics worth
50,000 and posts product reviews is engaging in barter: goods are supplied
by the brand, and promotional services are provided by the influencer. No
money changes hands, but value is undeniably exchanged. The absence of
formal invoicing makes such transactions invisible to tax authorities.

User Data for Access

Perhaps the most pervasive form of invisible barter is the exchange of perso-
nal data for access to digital platforms. An app that allows free downloads or
premium access in return for data is not truly “free.” Data, later monetized
through targeted advertising, analytics, or resale, is the price. This raises
important intersections with the Digital Personal Data Protection Act, 2023
(DPDP Act), which recognizes personal data as a valuable, protectable asset.
While DPDP governs consent and usage, GST law must determine whether
the act of surrendering data amounts to consideration for services received.
Floor Space Index in Real Estate

In the real estate sector, municipal authorities often grant additional FSI to
developers who, in return, construct roads, schools, or other public infrastruc-
ture. The developer gains a tangible commercial advantage which is a more
saleable area while the city benefits from infrastructure. The exchange has
substantial economic value but rarely fits the template of a cash transaction.
Media and Digital Marketing

In the media industry, barter deals are commonplace. A company may
exchange advertising slots for services like search engine optimization (SEO)
or digital promotion. Here again, invoices may not reflect the true value

exchanged, leaving regulators blind to taxable supplies.
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« Hospitality and Tourism
Hotels frequently offer free stays to travel bloggers or influencers in exchange
for promotion. A three-night stay at a luxury resort valued at 75,000 is
traded for a curated social media campaign. The arrangement is a barter of
hospitality services for marketing services, but absent formal documenta-

tion, it often goes unreported.

In each of these cases, the exchange is clear but the invisibility lies in the lack of
invoices, absence of monetary payment, and the tendency of parties to view the
arrangement as informal. Yet, from a tax perspective, these are not gifts, they are

supplies.

International Perspective

Globally, regulators are waking up to invisible barters. The Irish Revenue recent-
ly issued VAT guidance classifying influencer promotions in exchange for goods
as taxable barter transactions, valued at the fair market price of the goods
supplied! . The OECD, in its broader work on digital taxation, has emphasized
that value exchanges in the digital economy must not escape tax net merely
because they lack monetary form?2.

The United States IRS also recognizes barter under its tax code3 . Barter exchan-
ges are required to issue Form 1099-B, and participants must report fair market
value of goods and services received. These mechanisms acknowledge that

barter is taxable income, regardless of whether money changes hands.

The international experience demonstrates two clear trends:
1. Non-monetary consideration is increasingly treated as taxable.

2. Enforcement is adapting to digital platforms where barter thrives.

For India, with its booming digital economy and influencer industry, remaining

passive risks both revenue leakage and regulatory inconsistency.

https://www.irishlegal.com/articles/reve-
nue-cfies-vat-rles-for-social-media-influencers#:~text=Revenue%20has%20published%20new%20guidance,the%2015%2Dpage%20docum
ent%20states.

2https://www.oecd.org/en/publications/tax-challenges-ari-
sing-from-digitalisation-report-on-pillar-one-blueprint_beba0634-en/full-report.html

3https://www.irs.gov/taxtopics/tc420?utm_source=chatgpt.com
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Indian Legal and Practical Grey Zones:
Key Issues

On paper, India’'s GST framework is equipped to deal with barters. Section 7 of

the CGST Act defines “supply” broadly, explicitly including barter and exchange.

Section 15 prescribes that valuation of such transactions must be at “open

market value” or at the value of a comparable supply.

Yet, in practice, invisible barters fall into several grey zones. The most significant

issues are:

Identification Issues: Because no money changes hands, these transactions
often leave no audit trail. Influencers receiving free products, companies
exchanging ad slots, or apps collecting user data for access may not docu-
ment the exchange.

Valuation Issues: Determining the fair market value of intangibles like user
data, social media influence, or advertising services is inherently subjective.
For example, if an influencer receives products worth 50,000, what is the
correct taxable value of the promotional service provided in return? In digital
marketing swaps, one party may provide SEO services worth X1,00,000 in
exchange for ad slots worth only 60,000, creating disputes over whose
valuation should prevail. Similarly, consider a scenario where a Chartered
Accountant provides consultancy worth X3,00,000 in exchange for legal con-
sultancy from a fresher valued at only X30,000. Section 15 requires using
open market value or comparable supplies, but these mismatches raise diffi-
cult questions and may lead to disputes.

Input Tax Credit (ITC) Issues: In barter situations, both parties may technica-
lly need to raise invoices and pay GST. Unless both comply simultaneously
and claim ITC correctly, there is a risk of double taxation or denial of credit.
For instance, in influencer-brand arrangements where goods are exchanged
for promotion, both the influencer and the brand must issue tax invoices; if
either fails, ITC reconciliation collapses. In advertising barter, mismatched

valuations further complicate ITC claims.

The gap lies not in law's coverage, GST already extends to non-monetary consi-

deration but in valuation clarity, ITC reconciliation, transaction identification and

appropriate enforcement.
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Policy Challenges and Recommendations

India faces a strategic choice: ignore invisible barters and risk systemic revenue

leakage, or proactively regulate them while ensuring business ease. A balanced

approach requires the following:

« Targeted Administrative Measures
While the law already covers non-monetary transactions, the real challenge
is practical enforcement. Instead of new circulars restating existing provi-
sions, authorities could issue sector-specific advisories or FAQs that illustrate
how to apply existing valuation rules in practice. For example, a guidance
note on documenting barter arrangements in digital marketing, or instruc-
tions for capturing barter values in GST returns, would help bridge the gap
between law and practice without adding new obligations.

« Valuation Frameworks
Rules need to address hard-to-value supplies such as user data and digital
promotion. Instead of leaving valuation to subjective interpretation, the
government could prescribe safe-harbour rules e.g., influencer barter to be
valued at the average commercial rate charged for similar services, or perso-
nal data exchanges linked to an industry-wide ARPU notified annually.

«  Mandatory Disclosure
The GST return framework could include a dedicated field for non-monetary
consideration, requiring businesses to self-declare barter or benefit-in-kind
transactions. Parties engaged in barter could be required to self-report under
GSTR-1, even when no money changes hands. This would bring transactions

like free hospitality stays or advertising swaps into official reporting, even

when no cash changes hands.
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«  Withholding or TDS Mechanism
A withholding mechanism could be introduced for high-value barters, ensu-
ring tax collection at source. For example, brands providing products above a
certain threshold to influencers could be required to deposit a presumptive
GST amount. This idea mirrors the spirit of Section 194R of the Income Tax
Act, which obligates businesses to deduct tax at source on benefits or per-
quisites provided in kind. Section 194R was specifically designed to plug
leakages where non-cash benefits were escaping taxation, such as free sam-
ples, sponsored trips, or gifts provided to professionals. A similar withholding
arrangement under GST would create a parallel safeguard, ensuring that
barter transactions are captured and taxed consistently, especially in sectors
like influencer marketing and hospitality where benefits-in-kind are routine.

- Balanced Enforcement
Tax officers should be instructed to focus enforcement on high-value or repe-
titive barter arrangements rather than small, incidental exchanges. This
avoids disproportionate compliance burden on startups, small businesses, or

micro-influencers while still protecting revenue.

Conclusion

Invisible barters are no longer rare anomalies. They are integral to the digital
economy, influencer culture, real estate, and hospitality sectors. What looks
“free”, an app, a social media post, or a luxury stay, is often underpinned by
exchanges of significant value. Ignoring these transactions undermines tax
neutrality and erodes the base.

For India, the legal framework under GST is already broad enough to tax these
transactions. The real challenge lies in implementation: identifying barters,
valuing them fairly, and ensuring compliance without stifling legitimate busi-
ness practices.

International experience shows that regulators are moving fast to tax the
unseen. India, with its fast-growing influencer economy and tech ecosystem,
must not lag behind. The time has come to make the invisible, visible, and to

manage it with clarity and fairness.



