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Weather Shocks, Dynamic Pricing and Labor Supply:
Evidence from the Shanghai Taxi Market
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Abstract: The impact of rainfall on the labor supply of taxi drivers is elucidated based on theories of
neoclassical economics and behavioral economics, and big data from the Shanghai taxi market is utilized
for verification. Deteriorating working conditions is found to suppress labor supply with data from cruising
taxis under fixed fares. Comparing this with ride-hailing services operating under market-oriented fares,
wage incentives is found to alleviate the negative effects of climate change on labor supply. Empirical evi-
dence suggests that the behaviors of both types of drivers conform to reference-dependent preference theo-
ry. Therefore, empowering enterprises with greater pricing autonomy could enhance their resilience to cli-
mate change and enhance residents’ well-being.
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