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The Impact of Time Constraints on the Estimation of
Labor Supply Elasticity: Based on the
Single and Double Shift System in the

Shanghai Taxi Market
Ma Yiyuan', Chen Ke’ & Zhu Pingfang’
(Antai College of Economics and Management, Shanghai Jiao Tong University' ;
Sunshine Asset Management Corporation Limited” ;

Research Center for Quantitative Economics, Shanghai Academy of Social Sciences’)
Abstract: The labor supply elasticity holds significant value for both economic theories and public
policies. However, existing research often reveals a considerable discrepancy between the micro
estimates and the numerical needs for macro model calibration. One interpretation of this
contradiction lies in the constraints on working hours. This paper focuses on the double shift and
single shift taxi drivers, who are subjected to, or free from, the constraints of working hours. The
paper constructs an intertemporal substitution model of taxi drivers’ labor supply in response to
temporary wage changes and uses the microdata of taxi drivers in Shanghai for validation. The
empirical results reveal that a temporary increase in wages stimulates the extension of working hours
and time constraints result in a decrease in the elasticity of labor supply. This paper provides
estimates for the labor supply elasticity and evidence of intertemporal substitution within the Chinese
market context. This paper also validates the impact of time constraints on the estimation of labor
supply elasticity, and extends related research from the unique characteristics of the sample.
Keywords; wage, working hour, elasticity
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