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The Dark Side of Algorithms | DoorDash Investigation

Executive Summary

DoorDash, the dominant force in American food delivery with a 67% market share, has built its
empire on a foundation of algorithmic manipulation that exploits workers, deceives consumers, and
strong-arms restaurants. This investigative report examines the company's systematic use of opaque

algorithms to maximize profits at the expense of all stakeholders in its three-sided marketplace.

Between 2017 and 2019, DoorDash operated a tip-theft algorithm that used customer gratuities to
subsidize driver base pay, resulting in a $16.75 million settlement with New York Attorney General
Letitia James. The company has paid an additional $18 million to settle claims in Chicago for
deceptive fee practices, including misleading consumers about the nature of various charges and

listing restaurants without consent.

Beyond these confirmed violations, DoorDash employs sophisticated algorithms for dynamic pricing,
worker deactivation, and delivery time estimation that lack transparency and accountability. A viral
whistleblower post in early 2026, later debunked as a hoax, nonetheless resonated with millions
because it confirmed what workers and consumers already suspected: that DoorDash's algorithms

are designed to extract maximum value while minimizing labor costs.

Key Findings:

» $16.75 million settlement for tip theft affecting 60,000+ New York drivers (2017-2019)

$18 million Chicago settlement for deceptive fees and unauthorized restaurant listings

$1 billion collected in allegedly deceptive mandatory fees from consumers

67% U.S. market share enabling anti-competitive pricing practices

Algorithmic worker deactivation with minimal human oversight or appeal rights
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The Tip Theft Algorithm

At the heart of DoorDash's early business model was a payment algorithm that effectively stole tips
from delivery workers. The scheme operated through what the company called a "guaranteed
minimum" payment system, which was deliberately designed to use customer gratuities to reduce

DoorDash's labor costs.

How the Algorithm Worked

The mechanism was elegantly deceptive in its simplicity. When a customer placed an order,
DoorDash would display a guaranteed minimum payment to the driver. If a customer tipped S5 and
the guaranteed minimum was $10, DoorDash would pay only S5 itself, using the customer's tip to
fulfill half of its guaranteed obligation. The driver received $10 total, but DoorDash contributed only
S5 instead of the full $10 plus tip.

According to New York Attorney General Letitia James, this practice was intentionally obscured from
both customers and drivers. While checkout screens displayed messages like "Dashers will always
receive 100% of the tip," the critical detail that tips would be used to subsidize DoorDash's base pay
was buried in inaccessible online documents. Customers believed they were rewarding drivers for

excellent service; in reality, they were subsidizing DoorDash's labor costs.

The New York Settlement

In February 2025, DoorDash agreed to pay $16.75 million to settle the investigation by the New York
Attorney General's Office. The settlement, formally documented as an Assurance of Discontinuance,
represents one of the largest penalties ever levied against a food delivery platform for wage-related

violations.

More than 60,000 New York delivery workers became eligible for compensation from the settlement
fund. The amount each worker receives depends on their delivery history during the period when
DoorDash used the tip-subsidy model. Workers can request their complete delivery history dating

back four years, providing unprecedented transparency into the company's payment practices.

Key settlement terms include:

Requirement Description

Drivers receive 100% of customer tips without reduction to base

pay

Full Tip Transparency
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Requirement Description

) Clear breakdown of pay components visible before accepting
Pay Model Disclosure

orders
Delivery History Access Four years of delivery data available to drivers on request
AG Oversight Regular reporting to Attorney General to ensure compliance

Table 1: New York Settlement Requirements

The Chicago Settlement

In November 2025, DoorDash reached an $18 million settlement with the City of Chicago, resolving
allegations of deceptive business practices that spanned from 2014 to 2021. The lawsuit, filed during
the COVID-19 pandemic when delivery services became essential, accused DoorDash of exploiting

the crisis for profit.

The Chicago settlement addressed multiple violations: listing restaurants on the platform without
their consent, charging misleadingly named fees (including a "Chicago Fee" that was not
city-mandated), failing to disclose that menu prices on DoorDash were often higher than restaurant

prices, and using the same tip-subsidy practice that was the focus of the New York investigation.

The settlement funds were distributed across multiple stakeholder groups: $3.25 million to
restaurants listed without consent, $5.8 million in delivery commissions and marketing credits to
currently listed restaurants, $4 million in food delivery credits for consumers, $500,000 to couriers

who delivered during the tip-subsidy period, and $4.5 million to cover the city's legal costs.
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Hidden Fees and Drip Pricing

DoorDash's pricing algorithms employ a technique known as "drip pricing" or "partitioned pricing,"
where mandatory fees are concealed until late in the transaction process. This practice, which has
drawn scrutiny from regulators in both the United States and Canada, systematically misleads

consumers about the true cost of their orders.

The Fee Ecosystem

A comprehensive class action lawsuit filed in 2023 alleges that DoorDash has constructed a complex
ecosystem of hidden and misleading fees that collectively bilk consumers out of billions of dollars

annually. These fees include:

Delivery Fees: Charged to consumers but retained entirely by DoorDash, not passed to drivers

Service Fees: Disguised as operational costs but function as pure profit centers

* Regulatory Response Fees: Framed as government-mandated charges when they are

discretionary company fees

e Expanded Range Fees: Applied when orders are routed to distant restaurant locations,

sometimes deliberately bypassing closer options

Small Order Fees: Penalty charges for orders below arbitrary thresholds

The Canadian Investigation

In June 2025, Canada's Competition Bureau announced legal action against DoorDash for allegedly
advertising misleading prices and engaging in drip pricing. The Bureau's investigation found that
DoorDash had collected nearly $1 billion in customer fees through deceptive practices over close to a

decade.

The Bureau's application to the Competition Tribunal specifically highlighted DoorDash's practice of
combining service fees and taxes into a single line item, requiring consumers to click through to
discover that only one of these charges was government-imposed. This deliberate obfuscation, the
Bureau argues, violates the Canadian Competition Act's prohibition against deceptive marketing

practices.

The FTC Complaint

In May 2024, a formal complaint was filed with the Federal Trade Commission alleging that DoorDash
and Uber had imposed deceptive "junk fees" on Seattle customers following the implementation of

the city's PayUp Ordinance, which established minimum pay standards for delivery workers.
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The complaint alleges that DoorDash's $4.99 "SEA Regulatory Response Fee" was desighed to
mislead consumers in five distinct ways: by appearing late in the purchase process; by separating the
fee from the total price to distract from other charges; by suggesting the fee was city-mandated like a
tax; by implying the fee was paid directly to drivers; and by dramatically overstating drivers' actual

wage increases under the ordinance.
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The Desperation Score Controversy

In January 2026, a viral Reddit post sent shockwaves through the gig economy community. An
anonymous user claiming to be a software engineer at a major food delivery app described a
"Desperation Score" algorithm that allegedly tracked drivers' financial vulnerability to determine

their pay rates.

The Viral Whistleblower Post

The post, which accumulated 87,000 upvotes on Reddit and over 40 million views on X (formerly
Twitter), made several explosive claims. The whistleblower alleged that drivers were internally
referred to as "human assets," that a hidden algorithm tracked how desperate drivers were for cash
based on their acceptance behavior, and that drivers flagged as "high desperation" would be

systematically shown lower-paying orders.

"If a driver usually logs on at 10 PM and accepts every garbage $3 order instantly without hesitation,

the algo tags them as 'High Desperation,'" the post claimed. "Once they are tagged, the system then
deliberately stops showing them high-paying orders. The logic is: 'Why pay this guy $15 for a run

when we know he's desperate enough to do it for $6."

The Hoax Revealed

Investigation by The Verge and Business Insider revealed the post to be a sophisticated hoax. The
author had used Al tools to generate fake evidence, including an employee badge and a purported
confidential study. When contacted by reporters, the individual declined to verify their identity and

eventually stopped responding to inquiries.

DoorDash CEO Tony Xu responded forcefully, stating: "This is not DoorDash, and | would fire anyone
who promoted or tolerated the kind of culture described in this Reddit post." The company explicitly
denied using a "Desperation Score," referring to drivers as "human assets," or operating a "priority

delivery" feature that deliberately slows standard orders.

Why It Resonated

The hoax's viral success reveals something profound about public perception of algorithmic labor
platforms. As Al researcher Timnit Gebru noted, "If | had just come across that post | would have
believed it." The claims seemed plausible because they aligned with documented practices across
the gig economy: Uber's secret "Greyball" system for evading law enforcement, Amazon's warehouse
productivity algorithms that penalize workers for bathroom breaks, and DoorDash's own history of
tip theft.
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The incident also highlighted the growing crisis of algorithmic accountability. When opaque systems
control wages, working conditions, and employment status, workers and consumers are left to
speculate about the rules that govern them. The "Desperation Score" may have been fictional, but

the conditions that made it believable are very real.
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Anti-Competitive Pricing Algorithms

A November 2024 report from Fideres, a global economic consultancy, exposed how DoorDash
leverages its market dominance to enforce anti-competitive pricing practices that harm both
restaurants and consumers. The investigation reveals how algorithmic ranking systems function as de

facto "Most Favored Nation" (MFN) clauses.

The Platform Most Favored Nation Clause

Traditional MFN clauses prohibit suppliers from offering lower prices to competitors. DoorDash
achieves the same effect algorithmically: restaurants that maintain price parity between DoorDash
and other channels (including their own dine-in menus) receive preferential placement in search

results and access to premium features like the "Most Loved" label.

With commission fees ranging from 15% to 30%, restaurants cannot profitably match their in-store
prices on DoorDash. The only viable solution is to raise prices universally, including for dine-in
customers who never use the platform. This creates a hidden tax on all restaurant patrons,

subsidizing DoorDash's market dominance.

Market Impact

The Fideres report emphasizes that these algorithmic MFN clauses stifle competition. Without them,
platforms would compete on commission rates, driving down costs for restaurants and ultimately
prices for consumers. New entrants with lower fees would have a viable path to market. Instead,
DoorDash's 67% market share creates a self-reinforcing cycle: restaurants must be on the platform to

survive, and the platform's algorithmic rules ensure they cannot offer better deals elsewhere.
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The U.S. meal delivery market concentration:

B DaorDash
M Uber Eats
B Srubhub
M Postmates
M Others

Figure 1: U.S. Meal Delivery Market Share (2023)
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Worker Deactivation Algorithms

Unlike traditional employees who can be terminated only by human managers, gig workers face
"deactivation by algorithm" with minimal human oversight or meaningful appeal rights. DoorDash's
automated systems monitor driver performance metrics and can terminate access to the platform

with little warning or explanation.

The Deactivation Process

DoorDash's deactivation algorithm evaluates multiple metrics: order acceptance rates, completion
rates, on-time percentages, and customer ratings. While the company states that a single violation
rarely triggers deactivation, patterns of behavior can result in permanent termination. The specific

thresholds and weighting formulas are proprietary and opaque.

When deactivation occurs, drivers often receive only vague explanations. Triny Hernandez, a Seattle
driver deactivated in October 2023, described receiving "very technical language that was being
used, several pages long, several bullet points, and | just didn't understand what they were telling
me." Like many deactivated drivers, Hernandez was unable to find guidance on how to appeal the

decision.

Legislative Responses

Cities are beginning to recognize the injustice of algorithmic termination. New York City Council
introduced two bills (Int. No 276 and Int. No 1332) that would provide "just cause" protections for
app-based workers, requiring companies to clearly articulate deactivation policies, provide

fourteen-day notice, and offer neutral arbitration for appeals.

Seattle similarly introduced legislation in 2023 requiring network companies to provide written
explanations and evidence before deactivation. DoorDash, through its industry coalition, opposed
the bill, citing concerns about "complainant privacy" and claiming the policy would "limit our ability

to take action in the rare cases of emotionally harmful behavior."
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Regulatory Response

The fragmented regulatory response to DoorDash's algorithmic practices reflects the broader
challenge of governing platform economies. While individual states and cities have secured

significant settlements, comprehensive federal oversight remains elusive.

State and Local Action

State attorneys general have emerged as the most effective regulators of platform labor practices.
New York's $16.75 million settlement and lllinois Attorney General's $11.25 million settlement over
tip practices demonstrate that state-level enforcement can achieve meaningful accountability. Cities
like Chicago and Seattle have used municipal consumer protection laws to challenge deceptive

practices.

Federal Inaction

At the federal level, progress has been slower. The FTC has proposed rules to ban junk fees but has
not yet taken formal enforcement action against DoorDash specifically. The Department of Labor,
under the Trump administration, sided with employers at the 2024 International Labour Conference,

arguing that algorithmic governance was beyond the ILO's mandate.

This regulatory gap creates a perverse incentive structure. As one short seller noted, even a 10%
increase in Dasher wages would "wipe out" the entirety of DoorDash's 2024 EBITDA. With billions in
revenue at stake, the company has invested heavily in lobbying, spending millions annually to resist

worker classification laws and minimum pay standards.

The Algorithmic Accountability Gap

The fundamental problem is not that algorithms manage workers, but that they have become
employers without accountability. As noted in Tech Policy Press, "An algorithm that unilaterally sets a
worker's hourly wage is not a commercial feature but an employment practice." Current labor law,
designed for an era of human managers and clear employment relationships, has not caught up to

the reality of algorithmic management.
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Conclusion

DoorDash's algorithmic practices represent a case study in the broader crisis of accountability in the
platform economy. The company's history of tip theft, hidden fees, anti-competitive pricing, and
algorithmic worker management demonstrates how opaque systems can be deployed to extract

value from workers, consumers, and business partners while evading traditional regulatory oversight.

The settlements with New York ($16.75 million) and Chicago (518 million) prove that enforcement is
possible, but they also highlight the limitations of retrospective penalties. By the time regulators act,
the harm has been done, the profits have been captured, and the business model has been
established. DoorDash's settlements explicitly denied wrongdoing, and the company has continued

to grow, processing 685 million orders worth $21.3 billion in 2024.

The "Desperation Score" hoax, despite being debunked, revealed a profound truth: the public has
lost faith in algorithmic platforms to operate fairly. The conditions that made the hoax believable, the
documented history of exploitation and opacity, remain unchanged. Until comprehensive algorithmic
accountability legislation is enacted, workers and consumers will continue to be subject to systems

they cannot see, understand, or challenge.

The dark side of DoorDash's algorithms is not that they are uniquely malicious, but that they are
uniquely unaccountable. In a system where code is law and the coders are corporations, justice

requires new forms of transparency, oversight, and worker power that have yet to be built.
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