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Research on New Policy of Ride-hailing Regulations
ZHEN Yi-kai

(China Institute of Regulation Research, Zhejiang University of Finance and Economics, Hangzhou 310018, China)

Abstract: Major cities have introduced regulations on online ride-hailing in 2016-2017, among which cities
such as Beijing, Shanghai and Tianjin strictly limited the household registration, vehicle license plates and vehicle
specifications of online ride—hailing drivers. This paper argues that the above measures are in effect of disguised
quantity control to restrict online ride-hailing trips, which in turn reduces traffic congestion caused by surge of
online ride —hailing vehicles, environmental pollution and externalities such as the impact on traditional taxi
industry. However, these quantity control measures have, in themselves, discriminated migrants and low—income
people. As a result, they create new social contradictions while eliminating externalities. Discriminatory quantity
control measures are discrete, they are more like a “sledgehammer” to the online ride-hailing market. They will
bring more severe impact to the welfare of different market players while weakening externalities, thus may face a
dilemma of over—regulation. By building a theoretical model, this paper finds that quantity control under the “new
deal of online ride-hailing” means greater efficiency losses. This paper proposes an alternative regulation policy,
that is, quantity control policy and more operational price control policy. The alternative policy is more efficient,
more flexible and fairer while achieving the same externalities restriction purpose. In addition, the modeling analysis
of two—sided markets regulation of this paper further enriches the theory of two—sided markets and regulation theory
under the background of Internet business.

Key Words: two-sided markets; price regulation; quantity regulation; online ride-hailing; internet business
model
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