




value of marginal product of on-farm family labor ( VMPF), pGF, equals
the competitive off-farm wage, wo. That is, marginal returns from the
on-farm work and off-farm employment are equalized. The shadow
wage of on-farm family labor is thus measured by the off-farm
wage. Eq. (4) indicates that the household hires in labor up to the
level where its value of marginal product, pGH, equals the hiring-in
wage, wh.10

Given the production technology and the competitive wages, the
FOCs in Eqs.(3) and (4)





farm households with non-farm labor markets. Using the system in
Eq. (9) , we determine the effects of changes in off-farm wage on
labor decisions as follows:














