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ABSTRACT 

Purpose – This research investigates the relationship between Digital Compensation 

Strategy (DCS) and Gig Worker Retention (GWR), specifically examining the mediating 

role of Perceived Algorithmic Empathy (PAE). The study addresses the growing need to 

understand how automated payment systems and algorithmic management influence the long-

term commitment of gig drivers in a technology-driven labor market. 

Design/methodology/approach – A quantitative survey was conducted among 253 gig 

drivers. The research utilized a structured questionnaire measuring four dimensions of digital 

compensation (Real-time Rewards, Transparency, Personalization, and Data-Driven Fairness) 

and four dimensions of algorithmic empathy. Data analysis included Cronbach’s Alpha for 

reliability (alpha = .864), frequency distribution, Pearson correlation, and path analysis to test 

the structural relationships between variables. Findings – The study reveals a diverse 

workforce where 41.1% of drivers utilize multiple platforms and 62.1% rely on gig work as 

their primary income source. Reliability testing confirmed the high internal consistency of the 

measurement scales. Path analysis (SEM) indicates significant positive correlations between 

specific digital compensation strategies, such as Dynamic Personalization and Data-Driven 

Fairness, and the various facets of worker retention, including platform loyalty and switching 

resistance. Research limitations/implications – The study is limited to a sample of 253 

drivers, primarily within the 26–35 age bracket (42.3%), which may not represent the entire 
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global gig economy. Future research should explore these dynamics across different 

geographical regions and diverse gig sectors beyond ride-hailing to validate the universal 

applicability of "algorithmic empathy" as a retention tool. Originality/value – This paper 

contributes to the burgeoning field of algorithmic management by introducing the concept of 

Perceived Algorithmic Empathy. It provides a novel framework for platform developers to 

move beyond purely transactional compensation by integrating "empathetic" automated 

interactions that enhance psychological attachment and platform loyalty. 

 

KEYWORDS: Gig Economy, Digital Compensation, Algorithmic Empathy, Worker 

Retention, Platform Loyalty, Algorithmic Management. 

 

Paper type – Research paper 

 

INTRODUCTION  

The modern gig economy has transformed traditional employment structures, introducing a 

digital-first approach to workforce management. In this landscape, the relationship between 

platform algorithms and human workers is increasingly defined by Digital Compensation 

Strategies and the perceived level of empathy embedded within these automated systems 

(Möhlmann et al., 2021). As platforms like Uber, Ola, and Rapido continue to dominate the 

transport sector, understanding what drives Gig Worker Retention has become a critical area 

of study (Woodcock & Graham, 2019). 

 

The Role of Digital Compensation 

Traditional pay structures are being replaced by dynamic, data-driven systems. These 

strategies leverage real-time rewards, such as "surge" pricing, and algorithmic transparency to 

communicate earning logic to workers (Lee et al., 2015). By utilizing dynamic 

personalization and data-driven fairness, platforms aim to tailor incentives to individual 

working patterns while maintaining an objective, bias-free compensation environment (Veen 

et al., 2020). 

 

Algorithmic Empathy and Retention 

Central to the worker-platform relationship is Perceived Algorithmic Empathy (PAE). This 

concept explores whether workers feel the system "understands" their daily challenges, such 

as traffic or weather, and whether it shows moral concern for their well-being (Newlands, 

2021). It is hypothesized that this sense of being "cared for" by a digital system significantly 
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influences a worker's continuance intention and platform loyalty, acting as a psychological 

anchor that prevents them from switching to competitors (Jabagi et al., 2019). 

 

Statement of Problem 

The gig economy faces a critical challenge: algorithmic management often feels 

dehumanized, leading to low Gig Worker Retention (Möhlmann et al., 2021). While 

platforms implement Digital Compensation Strategies like real-time rewards, these financial 

incentives alone may not ensure long-term loyalty (Veen et al., 2020). 

The core problem lies in the "empathy gap"—the disconnect between automated pay logic 

and the human worker's need for context-aware support. It remains unclear if structural 

factors, such as vehicle ownership or income dependence, are the primary drivers of labor 

supply (Berg, 2016), or if Perceived Algorithmic Empathy (PAE) is the necessary mediator to 

transform digital transactions into long-term professional attachment (Jabagi et al., 2019). 

Research suggests that while income dependence creates a "locked-in" effect, it does not 

necessarily foster loyalty; rather, it can lead to "algorithmic resentment" (Newlands, 2021). 

Without the mediating influence of perceived empathy—where the algorithm accounts for 

human constraints like fatigue or traffic—workers are likely to engage in "multi-apping" or 

platform switching at the first opportunity (Woodcock & Graham, 2019). 

 

Research Objectives 

1. To determine if a correlation exists between the number of platforms used (Uber, Ola, 

Rapido, or Multiple) and whether gig work serves as the primary income source. 

2. To evaluate the relationship between vehicle ownership status (owned, EMI, or leased) 

and the average daily hours logged into the apps. 

3. To analyze how Perceived Algorithmic Empathy mediates the relationship between 

Digital Compensation Strategy and Gig Worker Retention. 

 

Literature Review 

This section provides a comprehensive review of existing research concerning the digital 

transformation of the workforce, specifically focusing on the gig economy. The discussion is 

organized around three core constructs: (i) Digital Compensation Strategy, (ii) Perceived 

Algorithmic Empathy, and (iii) Gig Worker Retention. By synthesizing current findings, 

this review establishes the theoretical foundation for understanding how algorithmic 

management influences worker loyalty through the lens of digital "humanization." 
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Digital Compensation Strategy (DCS) 

Prior research suggests that digital platforms utilize data-driven systems to manage labor. 

Key components include real-time rewards and algorithmic transparency, which seek to 

provide instant feedback and clear payment logic to independent contractors (Lee et al., 

2015). While transparency is linked to distributive justice, many studies argue that purely 

financial "surge" or "boost" pricing creates a purely transactional bond that is easily broken 

by competitors (Veen et al., 2020). This study expands on DCS by including "Dynamic 

Personalization"—tailoring rewards to individual schedules—to see if customized incentives 

increase the economic cost of switching platforms (Möhlmann et al., 2021). 

 Hypothesis H1: A robust Digital Compensation Strategy (transparency, personalization, 

and fairness) positively influences Gig Worker Retention. 

 

Perceived Algorithmic Empathy (PAE) 

Algorithmic empathy is an emerging theme where workers perceive management software as 

having "Perspective Taking" and "Moral Concern" (Parent-Rocheleau & Parker, 2022). 

Current literature often debates the "robotic" nature of algorithms. Some argue that 

algorithms are inherently "cold," while others suggest that features like "Data-Driven 

Fairness" can lead workers to perceive the system as empathetic (Newlands, 2021). This 

research tests PAE as a bridge between the cold logic of pay and the warm feeling of being 

understood by the platform. 

 

 Hypothesis H2: High levels of perceived algorithmic empathy significantly increase a 

worker's loyalty and continuance intention. 

 

The Mediating Role of Empathy 

General organizational behavior literature suggests that psychological contracts mediate the 

relationship between rewards and retention (Jabagi et al., 2019). In the gig economy, this 

mediation is under-researched. There is a debate on whether workers stay for the money or 

for the "user experience" and perceived support (Woodcock & Graham, 2019). This study 

proposes that DCS does not lead directly to retention; rather, it must first build a sense of 

"Algorithmic Empathy." 

 Hypothesis H3: Perceived Algorithmic Empathy mediates the relationship between 

Digital Compensation Strategy and Gig Worker Retention. 
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Conceptual Framework 

The conceptual framework illustrates the hypothesized path from the platform's technical 

strategy to the worker's behavioral outcome. 

 

 

 

Research Gap Structure  

Author(s) & 

Year 

Theme Identified Gap 

Duggan et al. 

(2020) 

Algorithmic 

Management 

Focused on control mechanisms; ignored the potential 

for "empathy" in algorithms. 

Wiener et al. 

(2021) 

Gig Retention Explored pay vs. flexibility; did not account for the 

psychological perception of the software itself. 

Kellogg et al. 

(2020) 

Worker Resistance Highlighted "cold" algorithms; did not study how 

personalized compensation (DCS) might mitigate this. 

 

METHODOLOGY 

Research Design 

This study adopts a quantitative research design using a descriptive and analytical 

approach. This method was selected to empirically test the relationships between digital 

compensation, algorithmic empathy, and retention strategies, allowing for a statistical 

validation of the proposed mediation model (Hair et al., 2019). 

 

Population & Sampling 

The target population consists of active gig drivers operating in the transport and logistics 

sector. A sample of 253 respondents was collected, primarily focusing on users of major 

platforms such as Uber, Ola, and Rapido. The sampling technique utilized was convenience 

sampling, ensuring data was gathered from active participants with varying levels of 

experience. While non-probability sampling has limitations regarding broader generalization, 

it is a recognized and practical approach in gig economy research where a formal, centralized 

sampling frame of mobile workers is often inaccessible (Woodcock & Graham, 2019; 

Möhlmann et al., 2021). 
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Sampling Profile (N=253) 

Demographic Variable Category Frequency Percentage 

Main Income Source Yes (Primary) 157 62.1% 

 No (Secondary) 96 37.9% 

Experience < 6 Months 42 16.6% 

 1 - 3 Years 95 37.5% 

 > 3 Years 67 26.5% 

Daily Work Hours 4 - 8 Hours 113 44.7% 

 8 - 12 Hours 80 31.6% 

 > 12 Hours 32 12.6% 

 

Data Collection 

Data were collected through a structured, self-administered questionnaire distributed 

digitally and in person at driver hubs. The collection period spanned several weeks to ensure 

a diverse representation of work shifts and experience levels. 

 

Tools & Instruments 

The research instrument was divided into three primary scales, utilizing a 5-point Likert 

Scale (1 = Strongly Disagree to 5 = Strongly Agree). 

 

Variables and Measurement Scales 

Construct Items Dimensions 

Digital Compensation 

Strategy 

16 

Items 

Real-time Rewards, Transparency, 

Personalization, Fairness 

Perceived Algorithmic 

Empathy 

12 

Items 

Perspective Taking, Moral Concern, Affective 

Response 

Gig Worker Retention 12 

Items 

Continuance Intention, Loyalty, Satisfaction 

 

The internal consistency of the instrument was verified using Cronbach’s Alpha, yielding a 

high reliability score of 0.864, indicating the scale is highly reliable for research purposes. 

 

Data Analysis 

The collected data were processed using SPSS (Version 28). The analysis plan included: 

 Descriptive Statistics: To profile the demographic characteristics of the 253 drivers. 

 Chi-Square Tests: Used to test independence between categorical variables (e.g., 

Vehicle Ownership vs. Daily Hours). 

 Mediation Analysis: To examine the role of Algorithmic Empathy in the relationship 

between Compensation and Retention. 
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Ethical Considerations 

Participation in the survey was entirely voluntary. All respondents were informed of the 

study's purpose, and explicit consent was obtained. To ensure privacy, all data were 

anonymized, and no personally identifiable information (PII) such as phone numbers or 

vehicle registration digits were stored. 

 

Methodology Summary 

The adopted quantitative approach, supported by a high reliability coefficient and a robust 

sample size, ensures the validity and statistical power required to test the proposed 

hypotheses accurately. 

 

RESULTS AND DISCUSSION 

The survey captured a diverse group of drivers, the majority of whom rely on gig work as 

their primary income source and log significant daily hours. 

 

Demographic Profile of Respondents (N=253) 

Variable Category Frequency Percentage 

Main Income Source Yes 157 62.1% 

 No 96 37.9% 

Experience 1 - 3 Years 95 37.5% 

 > 3 Years 67 26.5% 

Daily Hours 4 - 8 Hours 113 44.7% 

 8 - 12 Hours 80 31.6% 

Platform Used Multiple Platforms 100 39.5% 

 Uber / Ola / Rapido 153 60.5% 

 

Descriptive Statistics of Variables 

Variable Mean Std. Deviation 

Digital Compensation Strategy 3.82 0.64 

Perceived Algorithmic Empathy 3.56 0.71 

Gig Worker Retention 3.68 0.68 

 

Reliability and Validity 

The internal consistency of the constructs was tested using Cronbach’s Alpha. The overall 

instrument showed high reliability (\alpha = 0.864), and individual constructs met the 

threshold of 0.70. 

 

Reliability Results 

Construct No. of Items Cronbach’s Alpha (α) 

Digital Compensation Strategy 16 0.842 
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Perceived Algorithmic Empathy 12 0.871 

Gig Worker Retention 12 0.855 

Overall Scale 40 0.864 

 

Hypothesis Testing 

Statistical analysis was conducted to test the independence of demographic variables and the 

mediating effect of empathy. 

 

Hypothesis Testing Results 

Hypothesis Relationship Statistical Test Value (p) Result 

H1 Platform vs. Income Source Chi-Square 2.26 

(p=.519) 

Not 

Supported 

H2 Vehicle Ownership vs. Hours Chi-Square 3.05 

(p=.802) 

Not 

Supported 

H3 DCS \rightarrow Retention Regression 

(\beta) 

0.48 

(p<.001) 

Supported 

H4 DCS \rightarrow PAE 

\rightarrow Retention 

Mediation z = 4.12 Supported 

 

The diagram below illustrates the statistical path of the mediation model. It shows that while 

Compensation (DCS) has a direct effect on Retention, a significant portion of that influence is 

channeled through the driver’s Perception of Algorithmic Empathy (PAE). 

 

 

 

Discussion of Results 

The findings reveal a "Human-Algorithm Gap." While compensation (DCS) provides the 

initial motivation to join a platform, it is Perceived Algorithmic Empathy that ensures the 
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driver stays. This confirms that drivers do not view the algorithm as a mere calculator, but as 

a "manager." If the algorithm appears to show Moral Concern (e.g., acknowledging traffic or 

long shifts), the psychological bond is strengthened. 

Interestingly, the demographic tests (H1, H2) showed no significance. This suggests that the 

need for "empathy" and fair digital compensation is universal—it doesn't matter if the driver 

owns their bike or rents it, or if they work 4 hours or 12; their loyalty is dictated by how the 

system treats them. 

 

Implications 

 Theoretical: This study advances the Affective Events Theory in the digital age, 

proving that automated "events" (like surge pay or personalized alerts) trigger emotional 

states (Empathy) that lead to behavioral outcomes (Retention). 

 Practical: Platform operators (Uber/Ola/Rapido) should move beyond just increasing 

pay. They should invest in UI/UX features that communicate empathy, such as personalized 

safety check-ins or transparent "why" explanations for earnings variations. 

 

Limitations and Summary 

The study is limited by its geographical focus and cross-sectional data. Future research could 

utilize longitudinal data to see if "Empathy fatigue" occurs over time. In summary, the results 

prove that Digital Compensation + Algorithmic Empathy = Sustainable Gig Retention. 

 

CONCLUSION: 

This study investigated the impact of Digital Compensation Strategies on Gig Worker 

Retention within the transport sector (Uber, Ola, and Rapido), specifically examining the 

mediating role of Perceived Algorithmic Empathy among 253 gig drivers. The empirical 

results reveal an "Empathy Bridge," where digital compensation influences retention 

primarily through the perception that the automated system understands the worker’s context, 

a psychological contract that remained universal regardless of demographic factors like 

vehicle ownership or platform type. 

The research contributes theoretically by integrating Affective Events Theory into digital 

management and practically by offering platform developers a roadmap to transition from 

transactional to relational management through context-aware rewards. While the study is 

limited by its cross-sectional nature and focus on the transport sector, it establishes a robust 

framework—validated by a high Cronbach’s Alpha of 0.864—for future longitudinal and 

cross-industry research into moderating variables like technostress. Ultimately, the findings 
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suggest that while financial incentives drive the gig economy, Perceived Algorithmic 

Empathy acts as the essential steering mechanism that transforms digital transactions into 

sustainable worker loyalty. 
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