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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) determine the household's on-farm employ-





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:



Proposition 4. A decrease in output price unambiguously lowers theutility of a farm household. The household's total income may increaseif the family signi�



2.2.3. Effects on on-farm income and off-farm labor earnings
The empirical studies of Rosenzweig (1988) and many others

documented the importance of off-farm income to farm households.









The limitations of this paper and hence possible extensions should
also be mentioned. First, the paper does not take into account ele-
ments of imperfect information and the farm household's attitudes
toward risk under uncertainty. It is likely that the production and
consumption decisions become non-separable ( Mishra and


