MANAGEMENT IN ACTION
The gig economy and algorithmic management
Management by computer app is fueling the growth of the ‘gig economy’ where work is carried out by independent contractors working variable hours, day-to-day and week-to-week. Uber is a well-known example of a business reliant on independent contractors, and an indicator of how far and how fast gig economy ventures can grow. Since its launch in 2009, Uber taxi services have expanded to 450 cities around the world.
The convenience of calling for a cab through a computer app and generally lower fares than those of traditional taxi companies explain the demand for Uber’s service. The computer app is also the means for managing the productivity and service performance of taxi drivers in ways not possible by the traditional taxi company.
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	PART 1 Introduction


Couriers and food delivery workers for companies such as Deliveroo and foodora are other prominent and fast growing parts of the gig economy. Deliveroo, for example, was founded in London in 2013 and by 2016 was operating in 84 cities across 12 countries.
In the gig economy, independent contractors work for a company without being regarded as employees. The McKinsey Global Institute identifies three things about independent work that means your staff are not your employees.
· Independent workers should have a high degree of control and flexibility in determining their workload and work portfolio, allowing them to allocate their time to different companies as they please.
· Independent workers are paid by the task, assignment, contract or volume of sales they make. Unlike salaried employees, they are not paid for time not spent working.
· Independent earners perform short-term assignments, such as giving someone a ride or delivering a food order.
The use of computer apps and mobile communications puts ‘giggers’ toward the front of the digital economy. The on-demand employment of independent workers is a throwback to the time when casual work was more prevalent than secure, well-paying employment.
Avoiding the costs and effort of managing your own workers is fundamental to the gig economy business model. Casual workers prepared to work for short bursts of time give gig companies maximum flexibility to match capacity with customer demand. This keeps business costs low while ensuring service levels match the daily and weekly demand peaks and troughs
feature of the markets the gig economy has flourished in.
Traditionally, relying on casual staff was at the cost of customer service. This is where algorithmic management comes in. It offers a solution to the problems of how to instruct, track, control and evaluate a group of casual workers you see rarely, if at all, and do not employ. At the same time, it helps guarantee delivery of a responsive, seamless and standardised service at less than the cost of a service managed by humans.
The term ‘algorithmic management’ was coined by researchers at the Carnegie Mellon University Human-Computer Interaction Institute (Lee et al. 2015). They see it as both a core innovation of the gig economy and as having wider potential to disrupt how workers are managed.
With app-enabled taxi services such as Uber and Lyft, independent drivers are matched with passengers using algorithms. Combined with information processing and customer evaluations, algorithmic management allows a few human managers in each city to oversee hundreds and thousands of drivers without comprising the level of service that can be provided at a fraction of the cost of traditionally managed alternatives.
As outlined by Lee et al., the computer apps used by companies such as Uber and Lyft have capacity to automate three management decisions.
· Ride allocation: computer software selects the driver closest to the ride pick-up location and gives drivers a short response time, before offering the ride to the next closest driver. Requests include information about passenger’s location, customer rating (derived from previous rides), picture (when passengers offer one) and name. Algorithms compute the nearest driver and can consider factors other than proximity. For example, the time logged on may be considered and a driver’s response record. The precise construction of ride allocating algorithms is not disclosed.
· Price setting: with demand and driver availability recorded online, prices can be adjusted in response to demand peaks and geographically varied according to the localities experiencing a demand spike. With drivers receiving a fixed percentage of the total fare, dynamic pricing is used to motivate drivers to move into localities currently short of cars.
· Performance evaluation: passengers and drivers submit an evaluation independently after each ride. Typically, a 5-star rating scale is utilised to capture the passenger’s satisfaction with the driver’s performance. As noted, the rider rating is included in the ride request information sent to drivers. Nonetheless, the scope for driver discretion is limited as acceptance rates are monitored and are used to incentivise drivers.
Algorithmic management has been viewed as a re-emergence of Taylorism in the workplace. Oxford University law professor, Jeremias Prassl, is quoted as saying that the algorithmic




management techniques of Uber and Deliveroo are Taylorism 2.0, providing a degree of control and oversight of workers that even the most hardened Taylorists could never have dreamt of. In a similar vein, Guy Standing, a University of London professor studying precarious work, says that algorithms provide fantastic opportunities for rapacious exploitation of people at the bottom of the labour market. He notes, for example, that companies using algorithms can monitor workers and make sure they pay only for time actually doing work, and yet have people available at all times.
Taylor’s scientific management targeted full-time employees. Driving for Uber or Lyft, for example, can be a full-time commitment or a part-time activity variously motivated by the opportunity for a second income or undertaken for ‘fun’ or ‘curiosity’.
The McKinsey Global Institute study based on all types of independent workers is generally positive about the employment offered by the gig economy. They suggest that 70 per cent of gig economy employees either prefer to be independent contractors or do so only to generate a casual source of income.
Drawing on interviews with Uber and Lyft drivers in the US, Lee et al. identify how drivers try and avoid the control that in theory is exercised by algorithmic management.
· Drivers share experiences on online platforms outside of company control, using them to socialise with other drivers as well as share job-related information. The use  of such forums to share experience, for example, on how to improve passenger evaluation scores suggests a degree of cooperation among drivers rather than drivers viewing themselves as being in direct competition with each other.
· Drivers develop workaround responses to lessen the control over their work. Some drivers have a strategy of driving into localities with a known presence of other drivers. This is thought to be a way of lessening a need to decline ride requests, while remaining logged on. Turning off the computer app when in places associated with undesired passengers or undesired rides is another technique employed by some drivers.
· If ride requests are made from a driver’s vehicle, the computer will allocate the ride to that vehicle. Drivers can exploit this by having regular users contact them directly and lodging an official ride request only once in their preferred driver’s vehicle. In effect, this can turn a proximity driven algorithm into an advantageous tool for drivers who develop a personal client base.
· A driver wishing to avoid a long drive to pick-up a passenger may periodically log out of the computer app, believing the risk of a distant job increases with the time spent waiting.
· Drivers report being less concerned about passenger evaluation scores once they have completed a large number of jobs and obtained an acceptable average score. Drivers calculate that any low scores subsequently received will not affect their average, which is what matters for retaining their driver status.
· Driver experience moderates their responsiveness to dynamic pricing. For example, drivers whose experience includes not getting rides when they have positioned themselves to take advantage of a price surge may be less inclined to react to price changes in the future.
· [bookmark: _GoBack]While there is evidence of drivers acting to increase their sense of control over their work, the effectiveness of the various workaround strategies is unclear. As Lee et al. point out, there is little transparency in the construction of algorithms and what aside from proximity determines the allocation of rides. They suggest there could be benefits in revealing more about how algorithms work as this could help all drivers develop effective workaround strategies. However, they do see little prospect of this occurring. Algorithms are important sources of competitive advantage to be protected against imitation and gaming by drivers, although the existence of workaround strategies indicates that some drivers already attempt to do so.
· Sources: E. Greenblat, Fast food, The Deal, March 2017: 13, http:// specialreports.theaustralian.com.au/727000/Fast-Food/(accessed 19 April 2017); McKinsey Global Institute study, Independent work: choice, necessity, and the gig economy, 2016; M. K. Lee, D. Kusbit, E. Metsky and L. Dabbish, Working with Machines: The Impact of Algorithmic and Data-Driven Management on Human Workers, Human-Computer Interaction Institute, Heinz College, Carnegie Mellon University, April 
· 18–23, 2015, http://dx.doi.org/10.1145/2702123.2702548; S. O’Connor, When your boss is an algorithm, Financial Times, 8 September 2016, https://www.ft.com/content/88fdc58e-754f-11e6-b60a-de4532d5ea35.

