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When to Quit: Narrow Bracketing and Reference Dependence
in Taxi Drivers

Vincent Martin!

Department of Economics, University of California, San Diego, 9500 Gilman Drive #0508, La
Jolla, CA 92093-0508, USA

Abstract

Taxi drivers provide an ideal setting for testing various models of labor supply. De-
spite this, the literature studying driver behavior has produced mixed evidence of
which labor supply model best applies to driver labor supply. Using a novel anal-
ysis and large datasets of taxi trips from two different cities, this paper provides
a unifying analysis which reconciles previous inconsistencies in evidence for refer-
ence dependence in taxi drivers. By testing for a particular non-linear relationship
between shift income and drivers’ hazard of stopping, I identify behavior that is con-
sistent with Prospect theoretic (S-shaped) reference dependence as opposed to the
more extensively examined loss aversion model of reference dependence. This partic-
ular model of reference dependence in this setting allows me to estimate individual
driver reference points without an explicit functional form or ex-ante assumptions
about the existence of a reference point.
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