. FOR'AID USE ONLY."

Acsucv FOR |NTERNATI°NAL DEVELOPMENT
WASHING TON, D, C. 208238 :

BIBLIOGRAPHIC INPUT .AEET
A, PRIMARY
Agriculture
B, SECONDARY

Agricultural econom1cs--Afr1ca
2. TITLE AND SUBTITLE

- Determinants of labor's off farm supply pr:.ce a m1cro-theoret1c approach

"1, SUBJECT
CLASS!-
FICATION

AE10-0000-G100

3. ,Auruon(s)
Matlon,Peter

4, DOCUMENT DATE .* ~ .. - - . 3 NUMBER OF: PAGEs 6. ARC NUMRER
1973 R T R 54p EOFERAERES CARE

) ; 7o REFERENCE ORGANIZATION NAME AND ADDRESS RS
c ] Mich State L :

T ¥

-8, SUPPLEMENTARY NOTES (Spon Publishers, Avallability) .

" 9. ABSTRACT i -

.10, CONTROL NUMBER RICE OF DOCUMENT " :

~ PN-RAA-521

o 12, DESCRIPTORS
Africa

Labor supply

Microeconomics

Research

13, PROJECT NUMBER

I

14, CONTRACT NUMBER
-CSD-3625 Res.
[ 5. TYPE OF DOCUMENT

AID 800¢1 (4+74)



THE .DETERMINANTS OF LABOR'S OFF-FARM SUPPLY PRICE:

A’ MICRO-THEORETIC APPROACH

P, Matlon
August 31, 1973
First Draft



Introduceton |

1The high and apparently.rising rates of urban unemployment observed in.
imost.low income areas, including a majority of African countries, has become
fa central theme of much of the recent development literature. Analyses examining
'fthe causes of this widespread labor misallocation have followed often divergent
1Apaths to identify a complex of contributing factors, both econonic and. institu-
iltional in nature [Eicher et al, 1970], [Frank,. 1971], [Harbison, 1967]. Never-
fitheless, with few exceptions, these studies share a common focus. they have
concentrated'almost exclusively on factors distorting and restricting the
',ngggd for labor services. Prescriptions for corrective action have reflected
.Ethe orientation by similarily ‘concentrating attention on the development and

' evaluation of alternative policy tools geared to the generation of additional
,employment opportunities. Recent writers pointing at the African experience of
fthe last decade, however, have convincingly demonstrated the pitfalls of
”following unbalanced policies of job creation without a better understanding

:fbf the,impacts of such policies on the labor supply [Todaro,\Q6Q], [Frank,

§§Ea~a£¥511,éﬁa§¢_mogt often been framed either

f5in a demographic or migratio_lcontext. The‘demographic arguments clearly

5jghav relevance to long—run solutions to the unemployment problem.{lvBut by

iount{of?laborfoffered?among;active members of the work force, the -
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demographic approach provides little guidance to planners responsible for the
formulation of policies with more immediate impact. The migration analyses
have to a greater extent attempted to identify those economic as we11 as o
Vsocial and institutional factors contributing to short and medium-term spatial ;
labor transfers of various types. Models of increasing rigor have been developed
to help explain observed patterns of rural-urban migration using intersectoral
income differentials as the primary independent variable [Todaro,l‘“ﬂ], [Johnson,
a1, [Fields,!q?2]. These models, however, have foundered on the inability

to identify the relevant rural income or‘reservation price among potential
migrants [Byerlee, 1972].

The components of the rural labor supply function and its dynamics over
time remain problematical. Factors contributing to adjustments in the size of
the rural labor force by age, sex, and educational classes, by season and as
a function of level of wages and of structural changes in the rural economy
have yet to be satisfactorily identified. And, only superficial and specula-
tive treatment has been given to the determination of the individual's labor
supply function once in the labor force.

This lack of a general theory of labor supply in the African context
has created knowledge;gaps in a number of related areas with important policy
implications., ,in addition to the problem of identifying the rural labor
reservation~price to better understand migration flows; the following problem
areas have also drawn analysts attention to questions of labor supply. price B

and opportunity cost. ‘(a) There has been revival of interest in the capabil:ty”'

of. rural public works to provide seasonal or full-time employment to. residua
'members of the rural work force. Questions remain as to the optimal timingf

‘such 1abor intensive projects, the setting of appropriate wage incentives,




f:andjthe met impact in attracting rural underemployed away from urban alternatives

f!without‘reducing productivefvn-farm employment [Lewis lQQl ], [Movbhq IQG? 1.
f?(ﬁf;;‘trategies to develop and expand employment in rural non—farm industries.
i;are hampered by an insufficient understanding of the factors which influence
;ﬁlabor allocation to on—farm activities, both agricultural and non—agricultural,
fand thus which determine the implicit opportunity cost of work in off-farm rural
ffemploymentw[Liedholm,.l973]. ,(c)- It has been<argued that within institutional
;systems'believed to. be'representative of much of rural Africa, the most appropri-
'ate shadow wage for use in project evaluation is labor's reservation price or
| voluntary supply price [Harberger, 1971], [Ward, 1973}. To be operational,
ihowever, this shadow pricing ‘approach requires an estimation of the regional
labor supply function in the area of the proposed project, an exercise which
“has yet to be satisfactorily accomplished.

The purpose of this paper is to explore the theoretical and empirical
’problems facingiresearch in the-general area of labor supply. An attempt is
fmade to critically review the existing literature and to suggest a framework
,within which further research might be usefully oriented for attaining a more

of F= Farm

comprehensive understanding of the nature -and dynamics of the rural labor
. ; A

supply. L e

,:Labor Supply in. African Developm’nt Theory
The largest single body of literature concerned with ‘the supply of
;African 1abor is Lhnt describing patterns of labor migration. The reasons for

vjthis are both tbeoretical and historical.

Helleiner [1966] has criticallyyhointed out that implicit in the emerg- |

;ﬁ;ence of the'sub-discipline of development conomics was the assumptio%ftha |

“gthe essential characteristics of mos"loijincome countries were suff:l.cientl"*”;'i



‘.e;miiar as to ﬁermant’eimilar theometical treatmente. The earliest important
set‘of development modeis (as opposedffo growth models) to gain fairly wide
currency was the Lewis-type dual sector framework [Lewis, 1954]. Although
Lewls specifically excluded most areas of Africa from his surplus-labor version
of the dualistic framework, there can be little doubt that the perspective
hoich these models gave to both polic& planners and researchers in Africa
helped to focus their attention on the central dynamic element of the dualistic
model--the transfe: of labor between traditional and capitalist sectors. These
models not only drew the attention of researchers to interspatial labor move-
ments, but they also provided theorists with a first approximation of an
aggregate labor supply function.

The conditions defining the familiar labor supply presented in the
classical dual models are dependent upon a substantial pool of disguisedly
unemployed laborers in the traditional, predominantly agricultural, sector. In
the Lewis version, labor is in perfectly elastic supply to the urban sector
at any wage above an institutionally determined subsistence wage by an amount
reflecting psychic and transfer costs and differences in the cost of living.
The source of this_unlimited labor supply is an unfavorable labor to land
ratio and is augmented over time by the natural rate of population increase
and by increased labor force participation of previously excluded groups.

The Ranis-Fel model [1961] expanded on the Lewis framework by exploring
not only the transfer of labor between sectors but also the transfer of capital
and wage goods. They demonétrated that with the withdrawal of labor whose
marginal product is less than the institutional wage, the latter would remain

constant, that is the 1abor supply curve would remain 1nfinite1y elastic, only

,through the intervention of a 1andlord class or government to remove the average?j

,agricultural surplus whieh emerges with the transfer of 1abor



of such intervention, the labor supply curve would turn upward., Althougthanis

3

and Fei addreased their analysia to the aggregate agricultural sector, it is
fishown below that the value of this average agricultural surplue may be a
fﬂcritical determinant also in the micro or household deciaion to offer labor
anor off—farm employment. - |
'L C Important difficulties are encountered in applying development models
.;baaed on the classical interpretation of surplus labor to Sub—Saharan Africa.
Byerlee and Eicher [1972] have warned against the direct adoption of such models
due}to asaumptions‘contained therein defining factor proportions and institutional
’ syatema which fit poorly the African environment. A substantial literature, some
of”which ia_cited in the Byerlee-~Eicher survey, concurs in theirvwarning.zj It
has been suggested that "vent for surplus" models may better represent African
eonditions during the earliest stages of development [Myint, 1965]. However,
as Byerlee and Eicher have pointed out, this merely replaces the classical
Ricardian explanationcof.surplus-labor with a more Keynesian explanation based
on jnadequate aggregate demand. No difference is made with respect to the
nature of the implied‘lahor,supply function.

The‘presence or not ofaeurplua labor and its attendant implications with
-respect to the elasticity of the rural labor supply would seem to be questions
rsubj=ct to empirical verification. ,Subatantia1~conceptua1 and measurement
4prob1ems, however preclude definitive conclusions even within limited geograph-
lical areas {Lao, 1964], [Matlon, 1972] The wide diversity of population densities

uand inatitutional conditions among and even within individual African countries

fwould in any case prohibi any generalized application of the . surplus labor con-

b
LT

kjstruct.r;; ‘

' 2'/

;how ver, hasn 't been reached.;

For”exam




N But finally, even disregarding the labor- surplue problem, it should be"
clear that the supply conditions depicted in the classical dual sector models are,
~;at best, superficial and at worst, unrealistic in the African context. For |
kbexample. (a) Homogeneity is implicitly assumed between various classes of s

labor and among farms with respect to productivity and levels of consumption.
_(b)‘Labor markets are assumed to be perfectly competitive and subject to instan-

taneous adjustment to equilibrium. (c) Measures by which the average agricultural
surplus is to be siphoned off are ill-defined and assumed to have complete cover-
age throughout tha rural sector. (d) Economic individualism is assumed to deter-
mine the migrant's decision to seek capitalist sector employment. And (e) income
transfers between the household and migrant are implicitly disallowed. And finally,
in noint of fact, at the earliest stages of development substantial labor recruit-

.

ment: problems were experienced in much of Africa. Rather than being infinitely

elastic, the labor supply curve is reported to have been extremely inelastic and,

very possibly, backward bending for many types of employment [Berg, 1961, 1965],

[Miracle, 1970].

Interspatial Labor Movements-~Some Evidence

Whether or not development theory during the last two decades would have
Justified an examination of inter- and intra-sectoral labor movements, the £lows
which actually occurred during that period most certainly did. The migration.

streams of rural to urban labor which contributed heavily to the explosive growth
of African cities during the period are well known and documented in research which”

cuts across social science disciplines. Even in pre-colonial times, predominantle

(cont'd). pointed to the relatively recent high rates of natural increase and
accompanying rises in levels of overt unemployment characteristic of most’ African
nations to conclude that. there may well be important elements of these models )
which pertain directly to important policy issues. L T ___MVA_Q



[Gugler, 1968] With the establisbment of small urban industrial and trading
centers and the gradual spread of new economic aspirations during the last |
century. the transfer of 1abor to exploit emerging employment opportunities was
initiated and has increased in pace., Currently observed-patterns of migration
include not only rural—urban labor flows, but also rural—rural, urban—rural and
urban—urban.,ﬂlt is not within the scope of this paper to review the extensive
literature on African 1abor migration. Surveys-by Byerlee,[1972], Miracle and
.Berry [1970]-and others'already provide»excellent critical reviews of this_work
from economic, anthropological and historical: perspectives. But also the useful-
ness of - migration studies to determine the nature and relative importance of
factors contributing tﬁk%egional and individual labor supply function, at best,
is~indirect. This is true for two reasons. First, the macro or regional per-
spective taken in much’of the migration literature is at too high a level of
‘aggregation to identify~thqseffactorsvaffecting the decision to migrate within a
given household. Too-often;one lS‘lEft with‘the implicit assumption of homogeneity
within regions which obfuscates the most interesting, and, likely, critical
relationships contributing to the migration decision.

Second the linkage between the willingness of aa individual or household
‘to offer labor services and the willingness of an individual or household to
undcrgo gcographic and cultural dislocation entailed in the migration process
is not necesaarily close._ The psychic and transfer costs incurred in migration
employment are significantly greater than that incurred in local rural employ-

ment [Berg, 1965] The weighing of such costs undoubtedly differ by age- and

sex groups thus introducingif;bias or selectivity into&thevmigration function

not\p esent'i’"the 1abo supply function for local emp ;ymen [B'er‘ee, 19>2]

Selectivity is also introd eddby the limited types“of empl yment offered




-particular urban areas, employment Which places a premium»on the educational

nor skill characteristics of the potential migrant. Additional aelectivity

may exert itself through the responsibilities of persons occupying particular
roles in the household, roles which can be adequately exercised in local employ~-
ment but possibly not during employment away from the home village. .

With these caveats in mind, however, the migration literature does serve
to identify the general types 'of factors vhich appear to be significant deter-
minants in off-farm labor transfers. These factors may also be significant
in explaining differences between households and individuals with respect to
rural labor allocation?2 In his survey of research into African rural-urban
migration Byerlee [1972] observed that "migrants generally have demographic,
educational and economic characteristics which distinguish them from their
population of origin." Most of the literature represents the typical migrant
as being young, male, better educated than non-migrants and with either family
or tribe-based friends in town who are able to provide temporary support to
the migrant while‘he is engaged in job search. Lack of sufficient data and
conflicting evidence hove left open the economic characterization of migrants
[Elkan, 1960], [Caldwell, 1969].

Nearly all studies concede the dominant role played by economic deter-
minants yet the data, for the most part, are conflicting and subject to ambiguous
interpretation. Macro analyses which have attempted to determine the impact of
economic factors by regressing inter-regional labor movements on a.number of
varlables including regional income differentials have resulted in positive

[Beals, Levy and Moses, 1967], negative [Mabogunje, 1970], and occasionally

insignificant [Sabot, 1971] coefficients. Other macro studies‘iu 'n population 5

fdensities as a proxy for average regional household incomes, u e
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'ﬂ reservation price of rural 1abor, the macro

described above will ¢ow+v\buit’

”pected positive relationship [Elkan, 1960] but also'a less: easily explained
negative relationship [ ) _;‘35_1_;;‘: e T |

'\”LiByerlee Il972] attributes a 1arge part of the inconclusiveness of such

, ‘theoretical problems in measuring and comparing the relevant incomes.~

Average rural incomes, for example, are typically used as the reservation price

for rural labor, but ‘this. is of questionable validity. The meanvincome would
clearly ‘have: less explanatory power if substantially skewed" income patterns
characterize rural areas and if there are significantly different propensities

to migrate from. houaeholds of varying income levels. Both conditions seem to

. be born out by recent evidence [Essang,1970 ], [RERU,I972], [Green, 472}, and

ICaldWell, 1969]. In addition, a rapidly growing literature has argued rather
convincingly the importance of on and off-farm non-agricultural activities

in- supplementing rural incomes [Hymer and Resnick, 1969], [Byerlee and Eicher,
1972], [Thirsk, 1973], [Gerken, 1972], [Norman, 1972]. Yet most studies which

have attempted to measure the incomes and.productivity of rural labor have

" largely ignored non-agricultural activities often by lumping such work into an

ill-defined "leisure".category [Jones, 1968], [Cleave, 1970]. This avoidance

of :a more inclusive determinant of income very possibly reflects the substantial

| difficdlties posed in the measurement and valuation of such activities. And

finally, Knight [1972] has shown that the relevant reservation price for labor

. may be importantly affeeted by the income sharing system practiced within the

household and. Qg the tenure system.

Until a better understanding is reached as to what constitutes the

lregional flows methodologies

little useful information. More disaggregated




5and motivations of the transferred laborers, and in turn, of their rural
households; Byerlee [1972] has concluded that "...a theory of migration should
vcenter ‘on. the decision makiné process of the migrant and the- environment in

which that decision 1s made. Because rural-urban migration decisions are made
in rural areas it is logical to emphasize the alternatives faced by individuale
in rural areas." The same conclusion is just as valid for a theory of labor
supply.

Since the household is the relevant decision-making unit and constitutes
the production and consumption set for the rural laborer before off-farm movement,
it follows that the household is the most proper focus of further research. Very
few studies of migration, however, have actually collected data on the household
from which the migrants originate. A major exception to this is Caldwell's
1969 study of Ghanaian rural-urban migration. This study attempts to identify
both household and migrant characteristics as well as the motivations underlying
the off-farm movements as voiced by both migrants and other members of the
household.

The results of this research tentatively suggest outlines of the objec-
tives and the decision making process pursued by households in offering their
labor services. Although Caldwell unfortunately did not solicit information
which would explicitly indicate how the decision to migrate was actually made,
the responses to a number of questions imply strongly that a communal decision
process is involved‘which weighs the welfare changes‘experlenced by the eutlre

rural household subsequent to off-farm labor transfer. For exsmple, ver9ﬁfé§;l

migrants reported that they moved to. urban employment over the objections'of

;other personstinwthe household.‘ Among the small minority_of households‘ hich

\ :“biﬁlnot leave, two—thirds cite fea of'



1w

:fvillage or household welfare as their primary argument. And. among those

f7potentia1 migrants who did not leave rban employment, a sizeable majority

fgcited family responsibilities ae the major reason for staying in the rural

| | The‘pressure placed on migrants to fulfill household responsibilities
Zwas also reflected in the selectivity of those who did and dld nof;migrate
:with respect to their position in the family and size of household. The '
propensiry to migrate was found to be positively related both to the total
‘hnumber of siblings and to the. potential migrants order of birth. As the
ﬁnumber of male off-spring in the family increases, there is less pressure
placed on the. young adult to remain in the. household to be in a position
that he‘can assist the family if an emergency should arise. Similarly, since
family leadership .1s typically passed - 4o the eldest son, there was found a
stronger tendency for older siblings either not to migrate at all or to return
.permanently following 1ong-term,or seasonalpabsences.
| \'lhe'impact of migration on family'welfareiwas=reflected not only in
‘the potential costs of his'absence, but”aISo in”the~remittance.of income earned
Fin urban employment back to the rural household. Nearly’half of the households
finterviewed from which migrants had left reported receiving money through

fremittance payments. And of‘these, nearly one—third expressed a: heavy depen-

jdence on this source of:in ome;. 72 ‘
Moreover, it

me yas the normal behavior

plicitly requested.ﬂ Remittances were exte

ﬁand:no reduction in their value over’time was observed.{

among  Tegions varying in relative.

5’Differences in remittance patter
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prosperity are consistent with the view that such income transfers constitute
an important supplement to the standard of rural living. In the North, the |
poorest region of Ghana, two-thirds of households with migrants absent received
remittance payments as compared to two-fifths in the South and Volta, and to
.only one-third in Ashanti, the most wealthy rural area in Ghana. And Caldwell
reported that'"the greatest pressure on reluctant young men to migrate" was
among the Ewes "where a tradition has grown up...of partially supporting the
rural population by remittances from the town."

Although Caldwell's findings are in accord with the presumption common
in most of the migration literature that economic factors dominate the decision
for off-farm movement, he was unable to establish, unambiguously, the economic
characteristics of the migrants or of their households of origin. The great
majority of respondents cited hopes for a better income and improved employment
opportunities as the primary motivating factors for movement to the cities.
Least often mentioned were the generalized rural "push" factors including
household and village problems or land shortage thus giving the impression
that migrants weren't escaping village poverty, but attempting to improve
already reasonably satisfactory levels of income. On the other hand, the most
frequently voiced factor contributing to the decision not to migrate and to
remain in‘the;rural areas was the adequacy of rural employment. This apparent
contradiction may be explained by differences in the’ perception of employment
' opportunities and adequacy among males with various educational characteristlcs.

A slightly greater propensity to- migrate was found ‘among individuals %kif
from households judged by the enumerators to be "above average" as’ compared
to those classified as "bslow average". This is consistent with the findings

f of a strong positive relationship between the propensity to migrate and




Qed tional attainmeut since above'average:familles;,ould presumably'be.in a.

ibetter position t“ afford additiona years of schooling. The multiple correla— ‘

ition problem prevents an assessment'of:the ceteris'paribus impactgof the income ﬁf

fvariab1e~due to the manner in which Caldwell presents hia results. 'But also, ;7"‘
ﬁas Caldwell points out, the direction of causation is uncertain. The remittance‘

freceived by the rural households may raise their observed 1iving standard

N
above what it would be in the absence of the migration. VGiven the above '

Jevidence, we can make the following observations. |
. l A function representing the determinants of the supply of rural
;labor.to urban employment must at least distinguish between classes of labor
*based on age, sex, educational and - family position criteria.
;2. The size of family work force is. positively related to the propensity
to transfer to off-farm urban employment.
| ‘3‘ The decision to migrate is determined primarily by economic factors
valthough economic characteristics alone are insufficient to identify the source
of off—farm 1abor among households.
| '"4. The relevant objective function determining the decision to migrate
‘is the maximization of aggregate family welfare ‘over time. Thus a theory of

;labor supply based solely on assumptions of individualistic economic rationality‘ |

would appear to misrepre“en

‘3}5.. Remittancefpayments are a. common and important means by which off- ;

;farm*earnings contribu o oﬁthe common welfare of the rural household.

-Vill;ge andvFarm Managementrvtudies--Additional Evidence

s'clear tha a»uadequate theory ofhlabor supply requires an

;more disaggregated research apprf'c which is capable of distinguishing etweenA

ithe alterna iv



.5regions.

These kinds of information are an important by-product of farm

Ymanagement and village studies which have become increasingly popular during ~

.the last decade. The allocation of labor time and the factors responsible "t

for differences in labor s allocation to off farm employment have been docu-

mented in a number of .such: studies in Africa, most notably [Pudsey, 1966,

'1967], [Norman, 1972], [Goddard 1971] and an extensive survey of rural labor

'studies compiled by Cleave [1970]

The following major patterns emerge from these studies:

'

1,

,Theregis substantial»evidence of a complex supplementary relation=

l'shipfbetween‘farm and off-farm employment. A study of three villages

in theJ50ke+o ‘close-settled zone of Nigeria {Goddard, 197l] revealed
; the‘importance of off-farm activities among farm households. Just

over half of the farm unit heads surveyed regarded farming as their

primary‘occupation, with only twelve percent reporting farming as
their only occupation. Among the Nigerian villages studied by
Upton [1967], a range of between 30 and 64 percent of the farmers
interviewed reported secondary occupations. Norman [1972] observed
that in some areas as much as one-third of adult labor time was
employed in off-farm activities even during peak labor periods.

This was interpreted as reflecting a seasonal shortage of food and

f,_cash reserves forcing laborers to turn to off-farm work yielding

ﬁmanagement studies which have analyzed resource allocation with thev 5

‘ {'immediate cash returns.to supplement farm sources of income,
g The allocation of labor to on or off-farm activities generally follow‘

‘5fi;a seasonal pattern determined by the precipitation cycle. Most farm

Vnearﬁ rogramming techniques have found}wide swings in;the



http:returns.to

1

, hadowfprice of lab,, etween p'ak'and bottleneck periods

[Norman, 1972], [Ogunfowora, 1972], [Heyer}IIQQI] The seasonal

ffvariation in returns to on—farm labor is reflected in roughly corres~ :

AT

ponding allocation patterns to ‘on and off~farm employment. Norman |

- [1972] found in his studyjof:three yillages in Northern Nigeria’that

although off-farm employment'doesn't'completely compensate for slack
periods in farming, that it was. sufficient to produce a significant

negative.correlation;between male adult labor time devoted to on

" and off-farm employment. Pudsey [1966] found the same pattern sig-

nificant in only one of the two Ugandan villages he studied, with

~ greater substitution between leisure and on-farm activities observed

in the other village.

Consistent with research conducted elsewhere, Nigerian

' farm management studies show that the size of land holding relative

to the household labor force is an important determinant in the

| decision to offer family labor for off-farm employment. As the land

tonlabor ratio increases, the proportion of agricultural work done

* by hired labor\increases and the importance of off-farm work to

?‘supplement agricultural incomes decreases. Upton found that much of

the labor offered from high labor density farms was employed as

'hired workers on lo" labor density farms, reflecting differences in

'V?»labor productivity associated with different land complements.

fgfLocation with respect to marketing channels and access -to off-farm

i employment is another contributinghfactor in the allocation of labor

T vavious Tapes of

to off~-farm work. Proximity or easy access to urban areas. and thus

4 to urban consumer. goods and services may disrupt employment in trad-'




lfprodbction.of.a nenhaetlof goods;brthe urbanvmatket. On.the
other hand, proximity to urban centers enables year-round urban

i..employment or,near-costless job search. Norman observed that in more

; distant locations and‘in areas lacking adequate marketing and trans-

:

i
H

port systems, traditional crafts and services employment assumes
- greater importance withtless labor allocated to urban employment and
' cash cropping. Both the lack of a market for the cash crops and the
absence of competition for village produced consumer goods would

explain this pattern.

Examining labor circulation in the Sokoto and Kano areas of Nigeria,
Goddard found access to major roads and proximity to urban markets
the single most important factor in determining the relative pro-
fitability of growing cash crops, engaging ln traditional forms of
off-farm employment based in the village, or seeking off-farm employ-
ment in an urban center. Those areas with the least access to a
marketing system and thus with the least opportunity to earn income
through cash cropping or craft production for the urban market exper-
ienced the largest amount of seasonal and permanent off-farm mobility.
Goddard concluded that in the areas studied location was a more
dominant factor in explaining off-farm mobility than labor density,
and as important as land type in explaining the presence of absence
of cash cropping.

Quality of the land base also appears to be an inportant determinant

of the relative attractiveness of on or off-farm employment. Norman e

concluded that the high proportion of good quality lowland in the

'village of Doka was a major factor explaining the relative unimport

iance of off-farm employtent among males. The land base was”infl n al



5 in wo respects.j First. year-round cultivation was possible due to

:mm

high water table, thereby reducing the necessity of seasonal migration.
Vﬂisecond higher valued and more labor intensive crops and cropping combina— .
l?htions were well suited to. the lowland thereby pushing outward the value

‘”iof the marginal product o" labor curve in agricultural work.

:fra§5£qs'a lhebry»offhabor Supply
: ‘.On/the‘hasis ot.theiadmittedlyvsketchy evidence reviewed above, we
“can outline the following characteristics of an improved theory of African
labor supply; | |
lt Since for the most part a landless laborer class has not yet
‘developed in most African countries, a theory explaining household behavior,
with respect to labor allocation will be our point of departure.
2. Allocative decisions within the household framework must reflect
a communallobjective function?ftThe theory must also be able to explain
the impact of at least the following factors on the decision of the family
to offer labor to off-farm employment:
3. Income status of the family.
4, The degree to which directly productive non-agricultural activities
‘ are:performed within the househbld and contribute to family welfare.
5. The absolute size of family.
,6;:;The size of the family work force relative to its arable land base.
'hj»7a‘:The quality of the land base. |
,}id;;ESeasonality. _. |
fkﬁaépr;Location of. the household with respect to product and factor

markets.q S

et 4

e.,%position in

R e T
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'11. The degreg‘CO which economic ties with the family are maintained

through income transfers.

To clarify the focus of our discussion, we must distinguish between
the household labor supply function and the aggregate or regional supply
function. Our concern here is primarily with the former. The regional
supply curve may be viewed as the horizontal summation of the individual
household curves. Thus it is a function of the distribution of relevant
household characteristics among the population. The impact of the
distribution of household characteristics on the regional supply elasti-
city will be discussed in the last. section.

The discussion in this section will proceed in the following manner.
First, a very simple model of household labor allocation will be presented.
Only two activities will be distinguished, on-farm subsistance agricultural
work and off-farm wage employment, to determine the conditions defining
maximization. Second, the model will be expanded to include labor time
devoted to agricultural production for the market and to productive on-
farm non-agricultural activities. Third, factors contributing to differences
between households and over time as to the nature of the indifference and
production schedules will be identified as shift variables; Fourth,
seasonal shift factors will be introduced. And fifth, secondary impacts
on family welfare caused- by off-farm labor transfers will be discussed.
Conditions defining optimal levels of income transfer between the household
aﬁd the off-farm worker will be identified as will the impact of such.

transfers on the supply price.




{hﬁA Simple Household Model

Following Sen [1966] and Wellisz [1968] we assume that the objective
'ﬁlfunction guiding the allocation of the household s resources is the maxi—
mization of household welfare which is a function of leisure (S) and consump-

‘tion ©. ; - : -~lf;“;73

W . Wo=wW (S,C) el

The total time available for both labor and lelsure is equal to l, such
that |

(2) - T=8+L

where

L = total time expended to productive activities..

If labor is the only variable input then .
d assumed o be -

(3) c=q (L) .and a%- is positive and decreasing.

Also following Wellisz we assume "altruistic" conditions such that the
utility of each individual is dependent upon the consumption and labor of
every other member in the family,

(4) ug =y (cl,..., c 11,..., ln)
such that at the optimal point no individual can increase his own welfare
by decreasing the amount of work he performs or the ambunt of income accruing
to other members of the family:

) Chat . odwl .. _dul _ _dul
T 3c) 21d T 13

.wé elso assume that %%- is.positIVe and decreasing and ‘%% is negative

. and increasing. - . : ;fiil‘;i‘f’:

R *.

In the special case described by both Wellisz and Sen, if the utility ,

;“'land disutility schedules of all individuals are identical, then all members .' .
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perform the same amount of work,

. =] =L
(6) L=ly=.. =1 ==

vhere

n = number of family members. And each member consumes the same

-
v

portion of the total product,

=L ._Q )
n n n

(7) ey =€ = .

If all members of the household are identically efficient workers, then
the optimal point of labor allocation for each individual in agricﬁltural
work is defined by

(8) Ju

alas = dcas

du dl

as

(-3
[¢]

where the subscript "as" refers to agricultural output produced and consumed
within the household. (Sen described the left hand term of equation (8) as
the "real cost of labor.")

We can depict a similar point of optimization for off-farm wage employ-
ment at which the marginal rate of indifferent substitution is just equal

to the wage rate:

¢)) 2u
?lw = ;

3u

C

W

where the subscript "w" refers to labor expended in off-farm employment and
to the consumption of goods
purchased in the market by means of money income. Faced with the decision

of allocating labor between on and off-farm employment, welfare is maximizedf
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5‘fiwhere the ratio of marginal disutilities of both types of work are just
h}ﬁequal to the ratio of the marginal utilities of ‘the’ goods ‘consumed . made

wpossible by the last unit of labor ‘input:

;.(10) .. _du o . du ‘dqas
Lol - acas . dlas
du du b

81w : | Bcw
If the types of consumer goods obtainable from either type of work

are equivalent, this reduces to:

(11) du dqas
ol dl
as = as
du -
3l v
W

This condition defines a stable partial equilibrium under the normal
assumptions of decreasing marginal utility of income (consumption) and
increasing marginal disutility of labor. Thus we would expect that in
.equilibrium“gggzazée paid to labor in off-farm employment would be greater
(or less) than the marginal product of labor in on—farmfagricultural work
by the proportion that the disutility of off-farm employment is greater

(or less) than the disutility of on-farm work. That is,

(12) Ju
7= ~dqas alw

dl. ¢ 3u

as 1

’Q ‘ as
,This formulation can be easily modified to represent the case of agricultural
,production for sale in. the market if. we introduce -a price term (P ) reflecting

'ieither a weighted price index for. those agricultural commodities produced,

ffor in the simpler case of ‘a - single commodity, the price per unit of that

fﬂagriculcural good 1""' ns; uler»goods it will bUY-
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Now, in equilibrium the supply price of labor to dff-farm-empldyment (PL)
would be equal to the marginal value product of labof, again adjusted by

the difference in disutility of work between on and off-farm employment:

(13)

Ju
oyt . dqam . alw
w=P =P

L am dl du
am 91
anm

where the subscript "am" refers to that labor expended solely on the produc-
tion of marketed cash crops.

Hymer and Resnick [1969] have focused attention on the choices faced
by the household with respect to the decision to produce food (both for
home consumption and for the market) or to produce a class of commodities
vaguely titled Z goods (on-farm non-agricultural activities including
“"processing, manufacturing, construction, transportation, and service
activities to satisfy the needs for food, clothing, shelter, entertainment,
and ceremony."). The additional conditions defining allocative efficiency
can easily be derived by incorporating such activities into the simple
model already described.

Faced with the choice of allocating labor to either subsistence agri-
cultural production or on-farm non—agricultural employment (Z activities),
welfare Qould be optimized where the marginal rate of transformation between
the two classes of goods is just equal to the ratio of the marginal disutili-

ties incurred in either effort times the iwverse of their implicit price

ratio:
(14) dq, u, du_
- dlz = alz . acas
dqas ' apas du
dl 2l 3c




This formulation has greater intuitive gganing. The left hand side of the
~equation simply represents the ratio 6f the marginal value prdducts of labor
in "z" or "as“;type activities; that is, the ratio of the demands for labor
in either activity. The right side represents the ratio of the
real costs (per the termihology used by Sen) of either activity expressed as

_the disutility of work effort or loss of utility derived froﬁ leisure.

Hymer and Resnick have further explored the welfare and structural
impacts introduced by changes in technology and terms of trade on the alloca-
tion'of labor to "am" or "z'" type activities. There analysis usefully points
out the sensitivity of these changes fgrﬁéture of the household indifference
schedules, in particular, relative to the income inferiority or superiority
of "z" goods. Their model, however, does not explicitly consider the decrease
in utility caused by loss of leisure (strictly defined) or conversely, the
,disﬁtilityof work effort. Nor does it consider the alternative of off-farm
‘émployment. .

We are now in a position td combine these partial allocative efficiency
-conditiohéiintb gimﬁté'genetal household model. The following equation is

'ceqﬁggléto~tﬁe7fEQaipdgr of qqr dig;ﬁQSipn:' (next page)
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Pam dqam ‘ . alw = e - g:
dl —
- an LR . dc

where the last term states that the reservation price of labor is a function

of the marginal rate of indifference substitution between leisure,strictly

defined ,and consumption,

Household characteristics as determinants of labor's supply price

Through the use of this simple model it is gossible to identify the
impact of various household characteristics on labor's reservation price.
Inter-household differences will be grouped as follows: (a) technology
(including factor proportions); (b) location; (c) income status; (d) degree
of commercialization; (e) nutrition; and (£) educa:ion.b

In the past, analyses which have attempted to identify the relationships
between these characteristics and the propemsity to supply labor for off-
farm employment have been conducted at too general a level without a sufficier
specification of the proposed theoretical linkages. Since the effects of
these characteristics on the household decision to offer off-farm labor may
well be both multiple and countervailing, it is not surprising that the
resulrs of these studies have been inconclusive and often~contradictory.

It is hoped that the framework presented.in this paper will enable a modestly
morekrigorpus specification of these 1inkages and point towards areas of
- additional research, both theoretical and empirical. In the remainder of.

this section we will summarize briefly some of the more obvious linkages.;_ o

”The dis°“351°n 19 not. intended to be all—inclusive but rather suggestiv of

‘an improved approach.



;farm employment; With reference_to equation (16), the dependent variables

"are, reSpectively,
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It is. clear' from equation (16) that, all else constant, labor 8 supply :
price is’ positively related to its marginal product in on~farm activities,
land inversely related to the disutility of work effort in on-farm work.

‘The influence of technology onfthe“marginal product of labor is
perhaps the most obvious, but its effect is. not necessarily unambiguous.
we must distinguish between the shortérun impact of the introduction of new
»production techniques and the long-run static conditions defining labor effi-
ciency after movement to a: new equilibrium has taken place. 1f the-new tech-
‘nology is Jabor augmenting, it will ultimately raise the productivity of the
-marginal worker.' But the size of the work force defining the marginal worker

gﬂwill include fewer members, thereby 1owering the marginal product of those

;jprice of labor may actually be lower than previously. Once these adjustments}?ﬁ

:ﬁihave taken place, however, the more efficientllablg“:“? e

f?advanced technology will be‘associatedeith a higherfoff-farm supply price. : f;
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fzzlt should be pointed out that this will hold for the relative efficiency -
3;;of labor in all on;farm activities, production of food or non—food items for ;ff
vflhousehold consumption as well as. production for ‘the market. | o

As defined earler, we include factor proportions, and therefore the
“dland to labor ratio, as a component of technology. Given diminishing

*returns to labor, theory suggests and the literature empirically confirms

’that the ceteris paribus marginal product per worker is lower on farms with

a larger work force per unit of cultivated land [Mazumdar, 1959 ], [Mabro, 1971],
-[Mathur,l?&‘{] Depending upon the value of the marginal rate of substi-
tution between land and labor we would therefore expect the reservation price
-of labor to be lower on higherilabor density farms. Norman's [1972] results
‘reflect this expected behavior.,

Alternativeftechniques of production can affect the relaiive disutilities
of on or off-farm labor through differences in the physical and psychic costs
incurred per unit of work time. To the extent.that these costs per unit
of.time are lower in off-farm employment due to differences in technology,
the labor supply price would be lower than that suggested by the on-farm
marginal productlof labor alone.éj It follows that farms employing produc-
tion techniques which reduce the disutility of on-farm work will be associ—
ated with a relatively higher supply price for off-farm employment.

In summary, it is clear that once long-run allocative efficiency has .
been reached the level of labor augmenting technology is positively related
to the off—farm labor supply price through both factors. For reasons

discussed the impact of technology on the supply- price through the marginal }fy*

e 5/ However, since wage employment is likely to demand a longer working day ;
than that of on-farm self-employment [Cleave, 1970], [Norman, 1972], the marginal';
disutility of the last hour worked in the former is likely to be greater than in:-
‘the latter. Sen [1966] cites this as a major contributing factor to the exist-
ence of a wage gap in dual agriculture. . : L



Suifduct of household labor is‘ambig ous:in the short—run.xif:f}.éi

"hDifferences in household location | i{'"ﬁlri

ﬁbn_iiThe'location of a farming unit may be defined in“tvo dimensions,; first,
j}in a micro sense, with respect to the quality of its land base, and second,
fin a. regional sense with respect to its proximity to product and factor ;1
fmarkets. The micro dimension will be discussed first.v' - |

o The quality of a. household's land base can influence the reservation o
‘ price of labor through two factors. (a) by affecting the value- of the
»marginal product of labor engaged in on-farm agricultural activities, and
(b) by inrluencing ‘the weighted price index of the agricultural commodities

'produced-for the market. -With reference to equation (16), these factors are,

‘respectively,
dl’am’ dlas
NN

~From equation (16) it is obvious ‘that both factors are positively
related to labor 8 supply price. o

. The impact of land quality on’ the marginal product of labor is readily

:apparent. The;bette: suited ] the land type .to. the crop: and technology

':combination oll {give ho seholdv the higher will be its labor efficiency.

he effect of land 'ype oguthe prices:received for the bundle of marketed _ ]

.fgoods produced is also clear.~ Sineez"ash nd specialty crops are often fh. )

”se sitive;to the soil and‘topographic3characteristics of particular land

”portantly determine the crop lgik;k
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jcombination alternatives of a farm unit. Thos,‘Nornanw[i972] obserVed
| that the proportion of a farn 8. 1and base that was ‘lowland gggggg.critically
irestricted the household s ability to produce. specialty crops thereby
limiting its cash -income potential. 1f -the prices received for different
cashicrops vary widely,,the weighted price index (Pam) would be a function
'xorithe proportional_dietribution of the crops grown.

| ‘The exietence'of~regionai price gradients, which are a function of
transport costs, emanating from market centers is familiar to students

of marketing'economics.~ Proximity to major markets has the dual effect

of raising the farm gate price of agricultural products while lowering

the cost of consumer goods originating from the market center. By raising
the value of marketed agricultural production in terms of purchased consumer
gooda, that is by improving the agricultural terms of trade ( a rise in Pam);
the closeness to urban markets would also raise the supply price of labor.

A corresponding shift intermal to the household would also take place as
\labor reallocates out of subsistence and Z type activities and into the
production of marketable products.

Market,proximity, however, may also exert an off-setting negative
inflnencejonrlahorfs supply price if the primary source of off-farm employ-
ment‘ietin :hé*markét center.‘ Closeness to the area in which wage labor
is offered reduces the corresponding spatial and cultural dislocation thereby
kreducing the transfer and ‘psychic costs of off-farm employment. In terms
;yof equation (16), the term gl , representing the disutility of off-farm
ployment, is inversely related to market proximity. This impact would

‘ﬁbe expected to partially or completely off—set the improved price ratio

Lxerting an opposite effect on the price of labor. n;_fﬂuﬁi




" In: summary, the impactsxof_farm location on the labor supply price

.re multiple and countervailingi? The ultimate effect is a function of a

umber of factors including the extent to which cash cropping is possible

.
,‘/

in a given area, the utility of consumer goods relative to household produced ‘

_]commodities (that is,—— gu andh *%%’t ),uthe'efficiency of the transport
. . 8¢, ,
j‘;au S du’

systen, and.the'relative disutility of off-farm employment requiring spatial
dislocation. In a given situation, several of these factors should be
subject to empirical analysis. The complexity of these relationships and
their ultimate resolution is well reflected in the studies referenced
earlier by Goddard and Norman.

3. The level of commercialization or market orientation of the

household.

The extent to which a household 1is market orientedél can influence
the supply price of labor through several possible linkages: (a) by
affecting the allocation of labor to elther subsistence production or to
,production of agricultural commodities for the market; (b) through the
'relative marginal disutilities of on. and off-farm employment;. and (c)
through the relative utility of consumer goods purchasable in the market.

-In'terms ofuequation:(lo), the,dependent,variables are, respectively,

@ R
« ff,k?)i S 8w - 530‘. | T {;jﬁl_
R Y L, oand
u . S Qu. U 3w
I

_ 6/Market orientation or degree of commercialization are ‘terms used here to

. represent a range of not unrelated factors including balance of production between
subsistence or for the market, the extent to which "industrial" work habits and
ethgc have been developed, and the consumption aspirations of the household
members. '
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(c) o

acas and acz .
Ju Ju
acw Bcw

From equation (16) it is clear that the reservation price of labor is
positively related both to the market value of agricultural production and
to the disutility of off-farm employment relative to on-farm employuent,
and inversely related to the utility derived from the consumption of goods
produced off the farm relative to those domestically produced.

The first relationship is self-evident. The second relationship
. operates through the additional psychic costs associated with wage employ-
ment; for example, the disutility of being supervised, of being disciplined
to an ascribed work routine and schedule, and the loss of independence and
satisfaction derived out of self-employment. At the earliest stages of
commercialization when industrial habits and attitudes toward work are not
fully developed one would expect a high value for —%%— » thereby giving
an upward bias to the supply price [Berg, 1965]. Withwincreased exposure

to commercialized activities (over time or due to proximity to markets or

urban centers) this component of g; would decrease in value. As off-
farm employment, particularily that involving rural-urban migration, develops
an aura of status and prestige, a reversal of this influence is also
possible. Thus, all else constant, one would expect households which have
had greater exposure to the market, and particularily those with laborers.
who have experienced off-farm employment, to have a lower reservation price f

for subsequent employment.. Caldwell's [1969] findings that the propensity

to- migrate out of households from which previous off-farm‘mvbi' ﬁ"ifi:,;”




i:already taken place, offers partial evidence in support of this reasoning.f

. 'The‘itility derived from non—traditional consumer goods purchased in-
;€the marketwis probably also directly related to household market orienta—
ftion. Berg [1965] has explained the reluctance of African 1aborers to
’:enter into wage employment during the early stages of colonial exploitation
ias reflecting in . part the very 1imited utility attached to the available

rgoods which could be. purchased with the resulting money wages. Ihat is,

the value of - 32:7 was~initially.so low as to raise the labor supply price
to»prohibitivelywhigh levels. Gradually, however, with increased exposure
to Western tastes and value systems and with the increased availability of
purchased commodities which were attractive within the African cultural

and economic context, the marginal utility of such goods rose [Berg, 1961,

7/

1965), [Miracle, 1970 ].~ ! This, in turn, lowered the reservation price and

subsequently increased the participation of rural workers in the employed
labor force, a trend which is, of course, continuing even now.

We houseliold’s deavee of
In summary, the net ceteris paribus effect of commercialization is to

unambigucusly lower the supply price of labor to off-farm employment.

4. Educational differences between households.

The level of education of potential‘Off-farm laborers may affect their
. reservation price through three relationships. (a) the impact of education

flon ‘the marginal product of. 1abor in household activities; (c) changes in :

7~u\ZjUntil these developments took place, however, colonial’ administrations
‘used ‘a variety of devices to increase labor force participation rates (that is,
.;to lower the supply price of labor to wage employment). Forced recuitment,
“which bypassed the housshold allocative system, and the imposition of manda- .
- tory head taxes, which artificially raised the utility of money income (or more
"~ accurately, raised the disutility attached to not having the necessary cash

- resources) were two such devices by which the reservation price was suffi-
ciently lowered to extract the desired amounts of labor. For an interesting
discussion of the full range of a2pproaches taken by the colonialists to increase
African labor force participation see [Berg, 1965].
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the utility of purchased consumer goods relative to household products;
and (b) changes in the rélative disutility of on and off-farm employment.
Again referring to equation (16) the relevant dependent variables are

(a) dq dq dq

as ’ z and am
dl dl dl
as z am
(b) ou du du
alw ’ alw » and aJ‘w .
du Ju du
alas 8lz alam
(c) du_ u_
acas and acz .
du Ju
ac dc
w W

The impact of education of the productivity of labor engaged in on-farm
activities is not clear. Through the mid-1960's it was fashionable in the
manpower and human resources literature to argue the position that expanded
education, particularly at the primary school level, was a necessary component
of programs to raise productivity in the agricultural sector. Functional

literacy and basic mathematical skills were viewed as essential to the

successful adoption of new production techniques [ 1,

[ 1, [ ]J. This line of argument, however, has
more recently been called into question [ 1, [ ].
Clearly doubtful is a significant impact of education on -;;f— or —;;if—

where traditional implements, commodities, and techniques of production have
remained relatively unchanged. Schultz [1972] has observed that "Since‘;hgre'

are no new techniques... [in traditional agriculture]... farm people}knéw- ;

from long experience the quality of the fac:Qrs:they_emplqy..ts[qﬁﬂiﬂ “‘ﬁﬁé.'

. B

prbddctiVity.of the crops they grow..., " agd,thusfwduiHAh§§fbéf@éaé}§ny, |
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i?ﬁﬁgrg ﬁioductifeiﬁhréugh exposufe to formal training. ié-is‘oniy &ith fhe
t?iintroduction of new crops, factor inputs, and techniques of production that
I'i"allocative ability", which Schultz defines as the ability to exploit

' opportunitigsvthac qhanging conditions present, become important. Although

‘«mény‘of the ﬂéw SEilla fequired in a modernizing agriculture, he argues,

" can be learned from experiénce, “"allocative abilities'", in particular,

skills in reading and writing, can be acquired only through formal education.
dq,_

am
d1
on the level, rate of change, and complexity of cash crop technologies

Thus the impact of education on would depend

and on the extent to which new crops or cropping combinations are available
Aand being introduced. We might qualify this even further by placing condi-
tions on the relevance of the materials being taught through formal education
with respect to the economic environment of the farmer, and on the number

of years of formal training required to successfully absorb a critical level
of these allocative abilities. And finally it is clear that the methods
through which the extension service operates may signif:lcaﬂ?:?l.;‘ ?en;:izngthe
educational premium for successful adoption of new techniques.

On balance all that can be said is that the ultimate impact of educa-
tion on the efficiency of labor, and thus on the supply price of labor
through this linkage, is an empirical question which remains to be satis-
fac;drily answered.

The impact of education on the relative disutilities of on and off-
farm employment is also problematical. Caldwell [1969], Lewis [1967] and

Hhrbison [1967]), among 6thers, have put io:th the view that formal education

is an important factor in ¢ausing.African youths to turn away from household

'VVagzigulcural activiéiésﬂby~ihcrggsiﬁgighg-psyhhih_disutility associated with


http:introduction.of
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agricultural émployment relati&e to off-farm, non-agricultural eméloyment.
They have based their argument on the widely observed high correlation
between education and the propensity for off-farm migration. Although
the large proportion of migrantg who are school leavers would seem to
support the view of an extremely low reservation price for off-farm employ-
ment, the high proportion of unemployed school leavers in the urban areas
and their apparent reluctance to take what might be considered menial jobs
[Callaway, tazg:?i?ould appear to indicate instead a rather high reservation
price. The answer to this paradox probably lies in the selective impact of
education on the disutility perception of various types of off-farm occupa-
tions. Thus education probably increases tﬁe disutility of both on-farm
and some low-status off-farm occupations, while decreasing the disutility
of higher status jobs.éj We might view education therefore as a shift
factor which selectively raises the personal reservation price of an
educated laborer above both the returns to his labor within the household
énd above the wages he would receive for low status jobs off the farm.

The impact of education on the relative utility of various forms of
consumption is less problematical. Education, however broadly defined,
can be viewed as an important means by which new consumption Qs well as
employment aspirations are introduced to the rural population. Harbison,

Lewis and Callaway have indicated the impact of the educational system in

§jByerlee's [1972] reference to studies by Hutton [1970], Forster [1968],
and McQueen [1969] to the effect that education doesn't increase the psychic
disutility of on-farm work "when sufficient economic incentives are provided”
fails to distinguish between the influence of the factors Pam and dqa'm from

dl
am

the educational impact on 3u s ou and du .
ol 9l ol
as z am
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Fochanging the tastes and consumption aspirations of African youth. With
';the attainment of higher levels of education, the -

inereasingl ;.3

' goods and services produced in the household and village become infer or
to the package of consumption possibilities obtainable through monetary

exchange in the market. That is, the ratios 3du | and _du would

acas acz
du du
acw acw

‘be expected to fall significantly, in turn reducing the reservation price
of labor.

Because of the complex and often counter-acting psychological factors
" which link education to the labor supply price, it is extremely difficult
to summarize the most probable result with respect to inter-household
differences. The following general, and perhaps obvious, statements must
suffice. A positive relationship between education and supply price would
be more likely in a dynamic agricultural sector than in one experiencing
little growth and structural change. Also, it is likely that:aupply price
above the returns to farm labor would be associated with labor from house-
holds where the educational attainment has been greater due primarily to
(a) greater dissatisfaction with on-farm employment and (b) a shift in
consumption aspirations from household or village produced commodities
towards those purchased.in the market. The level of the supply price,
however, is most likely highly job specific and a direct function of the
legelgof formallschooling received.

5. Variations in nutritional status among households.

‘The relative adequacy of a household?s‘diet'can~affect its reservation

'fpricefoperating through tW?-f8¢t9=SFfi(é),th?bush its influence on the



36

marginal product of labor in household work; and (b) through the relative
disutility evaluation of on and off- farm employment. Respectively, the

dependent variables are:

(a) dqas ’ dqz » and am .
dlas dl dlam

(b) du Ju u
alw . alw , and alw .
u Ju du
alas Blz alam

A substantial literature has forwarded the argument that the productivity
of labor is a positive function of the labor's nutritional staths.gj Berg
[1966], for example, has suggested that an improved diet way improve
labor efficiency through (a) raising the laborer's resistance to debilitating
diseases not directly caused by malnutrition; (b) reducing the extent of
chronic malnutrition which can retard the mental and physical development
of the individual; and (c) through increased caloric ingestion permitting
a greater expenditure of physical and psychic energy in daily tasks. Labor
in households with relatively higher nutritional status would therefore be
expected to have a higher on-farm marginal product, and consequently, a
higher supply price to off-farm employment.

Although the argument is intuitively sound, studies to date which
have focused on cthe nutrition-productivity relationship in African rural
households, have not been able to identify a nutritional constraint to

work output.lg/ Again, this is an area calling for more rigorous empirical

9/ awd 1973
Z/See, for example, [Leibenstein,NS7], [Wonnacott, 1964], [Mazumdar,
14591, [Edwards,{?71], [Bottomley and Moes, 1, and [Harris, 1964 ].

10/See [Davey, n.d.], [FAO, 1962}, [Lowenstein, 1968], [Nicol, 1959],
[Ryan, 1952], [Berg, 1966], and [Aveskog , 1964]. R
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ft:research.

The influence of the nutritional factor on the relative disutilities
i“of on and off-farm employment is dependent upon a number of conditions.
va there is no difference in the aggregate physical exertion required in
these types of employment, no nutritional impact on the value- of labor's
reservation price would be expected. If,on the other hand, the nature of
the work required under wage employment calls for greater (less) energy
expenditure, households in which the labor force is less well fed would
experience relatively greater (less) work related disutility and thus would
be associated with a higher (lower) labor supply price than labor from
- households which don't suffer a nutritional deficiency. Further condition-
ing these relationships, of course, are the techniques of production and
length of work day under either type of employment. |

| The net impact of nutrition on labor's supply price is therefore
ambiguous and'a function of the relative physical components of on-farm and
wage employment. These would have to be empirically determined on a case-
specific basis if valid conclusions on this linkage are to be drawm.

6. Income status differences between households.

It'is clear that differences in the income level enjoyed by a household
may be intimitely correlated with several of the household characteristics
.already discussed. ‘Inrperticnlar these include the educational and nutri-
tional status of the household, the level of technology it applies in on-
férm'operations, and its market orientation. or degree of commercialization
An> its perception of the economic environment.v As mentioned earlier thel
‘;}failure to disaggregate these multiple effects ‘has undoubtedly contributed

5;tO,the,inconsistent.and,often contrndictcry:reeulte_from studies which
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have attempted to explain off-farm labor movements as a function of income

differentials alone.
In this subsection we identify two likely linkages through which the

income level acts ceteris paribus on the labor supply price. These are

(a) the relative marginal utilities expefienced from leisure and consumption
(génerally considered) at various income levels, and (b) the income elasti-
cities of demaﬁd for different types of consumer goods acting through the
marginal consumption utilities of available consumption items. With

reference to equation (16) these dependent variables are:

(a) du
0 ds
Ju
dc
(b) du du
dc ac
as and 2
Ju ou
acw dc

An assumption which is adhered to in much of the literature on labor
allocation is that the marginal utility of goods and services is a decreasi:
function of income [Sen, 1966], [Stiglitz,!19s%¢], [Berry and Soligo,(968].
It will be remembered that this assumption was included in the current
framework as presented earlier. Some authors have attempted té introduce
an additional condition defining a critical turning point in these relation-
ships around an either biologically or ulturally defined subsistence
income level [Mellor, 1963], [Wharton,\4&8]. According to this approach
the marginal utility of goods and services is extremely high until
the subsistence level is attained, after which it falls substantially.

Either formulation can be applied to the model defined in QQﬁ§ti°n3(1b)a_vjj



;iThetimplications of changes in ncome 1evel on the supply price through ff
. : R *k‘ . ; H
Differences in level of income

5€this linkage in our model are obvious._ ’
i affet. o . affecting
- .wmcls &the value of 3¢ thereby dlruﬂg A the labor supply price. §

Offsetting this impact, however, is the likely behavior of the household
with respect to the types of goods and services consumed. Hymer and Resnick
_[l46Q] assumed in their analysis income inferiority for - most Z type goodsu
- As incomes rise, the composdition of the household consumption package is -
expected to shift away from village and household produced items (local
pottery, hand woven fabrics, local construction materials, etc.) towards
goods available in the market (metal cooking pots and implements, machine
made cloth and clothing, tin roofing, etc.). Although very few household
budget surveys have yet been conducted in the rural areas of most .African
countries to confirm this pattern of change, the logic is compelling.
African household consumption surveys, however, do show a definite movemont
away from home produced and processed food items towards processed or semi-
processed commodities purchased in the market [Poleman, .]. Although these
surveys have been limited primarily to urban areas; it is likely that similar
patterns would be found in rural areas where development of the marketing
and transport infrastructure permit the outward flow of processed foods.

The net ceteris paribus impact of income‘level differences between

households on labor's reservation price then depends upon the relative rise

in au at higher levels ofrincome relativeuto the fall in~;§g; and
B
Au o

’igéggfeygmpixi¢g17queétiqhs};

efole

2. at these tmproved ncone: Leveis,

viel o

o
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}Gﬁigﬁfaan,bé:;@dfggééd‘iﬁjfu:al honeehold budget surveys.

R

RSeasonality in the Labor Supply Function

Throughout the above discussion we have used the suggested framework
to‘explain inter-household differences in the labor supply price at a
given point in time. The same general framework, however, is also useful
in determining the probable directions of change of a given household's
reservation price over time, particularly between seasons. If we assume
two‘seasonsifwet and dry) and:Bingie . harvest cropping cvcle, we can
characterize the following four factors in the household's environment
which are subject to seasonal variation: (a) cash balances derived from
.on-farm production--high during the post-harvest period and declining
continuously until the next yeer's harvest; (b) food stocks--these follow
the same pattern as (a); (c) the productivity of labor-—peaks during land
‘preperation, planting, weeding, and harvesting with.a trough during much
of the dry season; and (d) climatological conditions with respect to work
disutility--hotter and less comfortable during the dry season relative to
the cooler wet season. '

In combination, these factors may be at léast pertially counter-
balancing resulting in a more constant supply price than one would expect
sigbiv~hy en:egeminetion of seasonal variations in the*production oppor-
tnnityfeost_of'onefarm-agrieultural'labor alone. It is clear.that ndqaé

dl:
as.

exert a strong positive influence on PL during the wet season.

:On"the other hand, during this period and particularily during the immediate f;

Epre-harvest per*od, 1ow cash and food reserves reduce the level of daily“v

jconsumption thereby inoreasing the velue of gz .[ff




’;3The high marginal utility offconsumption during this periodfthu'iapplies

;fﬂdownward pressure on the level'oliPLn;

The opposite adjustments would occur during the labor trough period

: iof the dry season.l Downwatd pressure is placed on PL due to the extremely

”.low values of “qam "\ Offsetting this is a positive, possibly strongly '
dl amd d%“ ‘ =
o am_ : ‘
: : ‘d s , _
‘positive, value for dq s Also exerting upward pressure on P is a low

- L

dl

vvalue forﬂ‘:au ’ due to the high level of cash and food stocks on hand, and

9c
a high value for gu . caused by weather which is not generally conducive

to wor'. of any type- The climatological influence would also be reflected

in increased:marginal,disutility of off-farm work, gl ’ again exerting

,upwardApressure»on4PL. This could be reinforced by low values for g; - and
N A as

du

_Ef-‘ due to the negligible amount of labor time spent in on-farm agricul-

tural work during the dry season.

: The outcome of this chain of interacting factors, that is,a relatively
constant labor supply price, is of course entirely speculative and dependent
upon ‘the proportional seasonal changes of each dependent factor. These

in turn would be expected to vary greatly between regions differing with

. ‘respect . to climate,:kropping pattern, technology, level of incdme, efficiency
’,of food storage systems, importance of Z goods and thus market orientation,

'fetc. The decidedly seasonal patterns of_labor migration reported in parts

ffof Africa might offer some intuitive proof:against the outcome suggested

:,;here, for example, the seasonnl\ltream of‘workers out of Northern Ghana intopff

ﬁrthe Ashanti cocoa belt to perform harvesting and other operations" However,f;:




_#iclimate and perhaps improved working conditions in the south, in addition

g"to strong demggﬁ gﬁgvrhus acceptible wages would explain this phenomenon
.consistent with the suggested approach. This framework also provides a
ueefulicontext-within which the phenomenon of-peak season off-farm labor

..hllocation;ne‘oescribed by Norman [l972],can be somewhat better understood.

It is,AIoo’entirely coneistent with the unexpectedly invariant seasonal wage

’hehavior also observed by Norman [1972, pp. 33-39] in Northern Nigeria.

Personal characteristics within the household

(6) and L)
Conditionoﬂset out earlier assuming interpersonal identity with respect

to labor efficiency, utility and disutility schedules, and consequently
labor performed and total product consumed, abstract considerably from reality.
The same can be said of the perfectly altruistic individual utility function
assumed in conditions (4) and (5) requiring that each individual's total
utility be a function of his own consumption and work behavior and that of
all cther members in the household. These conditions can easlily be relaxed
adding somewhat greater realism to our results by pernitring interpersonal
differences in the allocation of various types of labor to various tasks
within the household and in their respective off-farm reservation price.

The most general characteristics we might use to distinguish among
individnnls.within the household are age, sex, and educational attainment.
Impor;nntvdifferences would be expected regarding labor productivity in

‘on-farm ra8ks,on.the basis of age and sex in particular.

That s,
“;,<;7)' uiudqas:‘ , dgz : . §9am‘ - £ (88§15 aexi)

:,ﬁbe expected to vary by age,,sex; and educational characteristics. |
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3J;The disutility incurred in various on: and off-farm activities would also

. vary between individuals -on: the basis of these three personal characteristics.

(19) 7 g? "' "g: RS e - f (agey» sex;, education,)
: i zi Wi 8mi

We can maintain a central element of the communal sharing system by
defining a household utility consumption function which is a weighted

average o. the individual utility functions, such as

(20) duk du du
- ac"z"' czl s zl + sz . 22 +o oot
oc oc
i | 2
c . du
z, z,
dc
%n
C
%n

Against this consumption utility derived by the entire household, it is

aseumed that‘the individual*weighs the personal disutility he experiences "
in his work effort (19) It is" assumed finally, that each individual has
;Qa unique function defining his marginal indifference rate of substitution

lf,between leisure and consumption at various levels of household income.

(21) o8 4 8, # ceo ¥ e

The reservation price for each person in the household, then, is

f;.ndividually defined as follows.yf,é%lf
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The result, it is clear, is a bastardized version of equation (16)
incorporating elements of both individualistic and communal behavior.

It is suggested, however, that this framework is considerably more useful
in defining supply pfice outcomes which have greater consistency witﬁ the
off-farm patterns and motivations observed by Caldwell and others.

It seems unnecessary here to trace through the intuitive linkages
through which age, sex, and education affect the individual's reservation
price. The exercise is both tedious and highly speculative. Nevertheless,
as in the previous section in which we traced the linkages relating household
characteristics to differences in the off-farm reservation price, the
exercise can prove helpful in identifying relationships which may not be
intuitively obvious at the outset, and in identifying areas requiring

further empirical research.

The role of income transfers

It should be noted that the value of the average product within thé
household has played a minor and indirect part in the determination of

labor's reservation price. Its importance was menifest only_in_qetéfﬁihinéa’

,gye;pglative]vq;gqs of~thelmarginal utility of ¢qnsumption fér,ﬁggibh



@ grOups and in determining the marginal rate of substitution of

?comsumption for leisure.

, ; ‘;This is in direct contrast‘to the approach taken in the classical
Zdualistic models where it is the average rural product, adjusted by transfer,
;psychic, and living cost differences, which constitutes the supply price
’to capitalist sector employment [Lewis, 1954]. Our approach also stands in
contrast to the Todaro-type models which similarly use an adjusted average
rural income~as the relevant reservation price. In comparison, we have
concludedithat‘the reservation price is a function of the aggregate marginal
product,of'labor adjusted for differences in the marginal disutilities of on
and off-farm work and the marginal utilities of the consumption of the goods
obtainable from both types of employment.

The cause of these varying results are due to differences in the ethi-
cal systems we have assumed to guide the allocation of labor. The Lewis
and Ranis-Fei models implicitly assumed individualistic systems whereby
the individual laborer allocated his work where he could maximize his
own utility with no regard to welfare changes within the household,
Thus he would not move to off-farm employment unless he received an income
at least equal to his«consumption share within the household, generally
assumed to be the average product. The approaches taken herein, of course;
have incorporated respectively a perfectly altruistic ethical system in
which each individual's utility s dependent upon all others within the
household, and a modified communal ethical system weighting household welfare
derived out of consumption according to personal preferences. Since the
central objective function has been to maximize aggregate household welfare,

including that of the individual worker as well as of the members remaining
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in the houéehold, the contribution of the individual to that objective, that
is his édjusted marginal product, has been the appropriate reservation pPrice.
Implicit in our approach has been the pooling or sharing of household
income derived from both on and off-farm sources. From (7) we saw that if all
individuals are identical,aggregate household welfare can be maximized only
if all individuals consume identical shares; that is, the average product.
Within the more realistic framework allowing for interpersonal differences,
aggregate household consumption welfare is maximized where the marginal

utilities of consumption for each individual are identical.

(23) L = Y - = BU

3¢ ¢ ® e

Again, it should be emphasized that the income being allocated includes both
on-farm output and off-farm wages.

If the off~farm worker takes employment near his household and is there-
fore able to remain under the same roof consuming his normal share of family
income, the income transfer is, in a sense, internal. If his off-farm earnings
are exactly equal to his reservation price, aggregate household welfare
remains unchanged.

When the worker relocates off the farm, the external income transfers
are slightly more complex. Wellisz [1968] has shown that if the worker while
in the household consumed more than his marginal product, income for those
remaining in the lousehold would increase by the difference between the
worker's contribution to on~farm output and his share in consumption. The
per capita increase in available on-farm consumption, in the absence of an

income transfer, is therefore equal to

Toa

dq dq dq_ .
S-@_- Y @t wm Ry

I T T
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f&ﬁére u‘ia equal te uhe uumbeu of‘members remaining inlthe household.
uAggregate household welfare (including the welfare of the off~-farm worker)
;would remain unchanged ‘f the off-farm worker receives a wage equal to his
reservation price and, in addition, ‘receives a subsidy from the farm household

equal in value to the amount

4

- (dq 8 + dqz . Pam)
i dl dl

a8 any
To the extent that the off-farm earnings =xceed the reservation price,
the subsidy can be reduced by an amount equal to the difference between the
off-farm earnings and the reservation price times the proportion of the house-
‘hold members remaining on the farm. In the case of a single off-farm worker,

the subsidy could be reduced by (E-PL)n where E is equal to the off-farm
n+1l '

earnings.

There is a critical value of E below which a subsidy will be extended
nS the off-farm worker, and above which the off-farm laborer will extend a
remittance back to the rural household. We can define the zero-subsidy
turning point as that level of off-farm earnings where the reduction in
subsidy implied by the value of the off-farm earnings are just equal to the

maximum subsidy; that is, where

26)  (-P)n P VI L R " SR 3
= 1 i, a1 )
| i i e O

Solving for E, and inserting the utille.equivalents to reduce the various

factors to a common unit we get, (next page)



48

- ouk dqasi Suk dqzi «
o= — - u Ly du¥
(25) E*.~ ci( P )+ PL [ (dl ) (¢ e ) + (dl )(ac
as as z z
i i
dqam
+ ( i) . P ) +
di__ an
i
acwi
aui
dq dq
2u asi du* 2y Ju*
PGty 5 v g B o+
as as z
i i
dqam
( i) . P ]
di am
amy
dew
i
n(aui )

The intuitive meaning of equation (25) can be roughly stated as follows.,
The level of off-farm earnings at which the off-farm worker would neither
recelve nor extend income transfers is where his earnings are equal to his
formerAlevel of consumption, Cyo adjusted for changes in the net disutility

. 9 dqz dqam P
he experiences due to his wage employment, PL - (d1a + 1 + i . am)’

8 Zi ami

Plus the amount by which the per capita income of the remaining members in

the household has increased due to his off-farm move,




;Vthat as earnings increase beyond E* the amount of the. increment to E remitted

.“to the household through external transfers would be equal to gE*-Ezn
‘ ntl

‘Impiicit in the aboVe discussion have been two assumptions. First, we
have assumed that the external income transfer is being sent in a form which
either reflects the rural household's commodity preferences, or in a form,
such as cash, which can easily be transformed into commodities which the
household desires. Second, the external transfers have been assumed to be
costless. We will now introduce factors which reflect both of these assump-
tions into equation (22) in order to determine how relaxing them affects the
value of labor's reservation price.

Both Lux [i1372] and Caldwell [1969] have reported the economic and
social importance of the wide range of consumer goods brought or sent back
by urban off-farm wage earners to their rural households. Non—durables
‘including such items as cloth, clothing, food, soap and seed, and durables
such as radios, bicycles and farm implements constitute a substantial part
of the flow of wealth remitted from the urban to rural areas [Caldwell, 1969].
Many of these items arenot available for purchase in the rural areas,due to
inadequate marketing-systemsband-thus may have a high utility valuation
attached to them in the rural area. Of course, the contrary is also possible.
Some of these goods may be shipped by lorry from the urban center while
fothers are brought as gifts during visits :g\off-farm laborer to the housechold.
7In either case, some of the off-farm earnings are absorbed in these travel

Aor shipment costs. o | o |

‘”“kh Considerations of consumption utility differences and transfer costs can
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$e<introduced through the term :2 in equation'(22). We can disaggregate
, . w

the marginal utility of consuming goods purchased from wage earnings into

that component consumed by the off-farm worker, .’ and that remitted portior
i
consumed in the household, e, o If we assume that the transfer costs are
h .

absorbed by the rural household, then the value of c. actually consumed
h

must be reduced by the portion lost in shipment costs, t, or cr (1-t) where
n

0<t<1.,

We can further distinguish between the marginal utility of wage goods
du
consumed by the off-farm worker, vy » and the marginal utility of
' Jc
Yy
du
T, .
ac
Th

remittance gnods consumption experienced by the rural household,

The components can now be combined into a single weighted household con-

sumption utility term,

Ju Ju
Y1 'h
k& = . -
(26) gg Cwi acw + Crh (1-t) 3cr
4 i h
. Cw
where
(27) c. =¢c_ +e¢
w LA T,
* *k
Replacing du with 32 in equation (22) and expanding, we get,

dc
W W
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The intuitive meaning of these expansions is clear. We can see that
the reservation price for labor is now positively related to the costs
incurred in remitting income payments from the off-favm worker to the rural
household. Also, the reservation price is now inversely related to the
utility derived by the rural household through either the consumption of
those commodities sent by the off-farm worker or through the consumption

made possible by caSh,remittanoes and resulting purchases in the rural marke

Approximating theVRegional<LaBor,Supply Curve

‘Based”on ourgdiscussion of'tne.detetminants of the household and indivi
dual reservation prices, we can make some tentative ‘suggestions as to the
faetors contributing to: the shape of the regional labor supply curve. To
simplify the: discussion, let us assume that only a single individual from

eaeh household is in af”osition to take on or off-farm employment. Letfus;
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.furcher assume that each potential off-farm worker spends all of lis time in
either on—farm labor or in off-farm wage employment and can't participate

in both on a part-time basis, These assumptions allow us to ignore the shape
of the household off-farm labor supply curve and focus instead on the reserva-
tion price at which that one unit of labor will transfer to full. time off-
farm employmeﬂt. .

Graphically we can visualize a point which identifies a given household
located immediately above the single labor unit mark on the horizontal axis
and to the right of that wage value identifying its reservation price on the
vertical axis. Having identified the reservation price for each farm in the
reglon associated with a given type of off-farm employment offered in a given
location, the regional labor supply curve is simply the horizontal summation
of these points.

It is obvious that the slope of the regional labor supply curve depends
upon the degree of homogeneity or heterogeneity between farms; that is, it
is a function of the distribution of those characteristics identified in an
earlier section as determinants of the household or individual reservation
price. The greater the degree of homogeneity among farms, the greater the
elasticity of labor supply. Conversely the wider the spread of differences
among farms and the lower the concentration of farms around a normal or
typical farm, the less elastic will be the aggfegate supply curve.

We can take as an example the dispersieon of land to labor rétios that
might be observed within an area. Let's assume that all farms are identical ,
with ieépect to technique of production, degree of commercialization, diéténd;

from product and labor markets, land type, etc., but differ with regard toii;; 

the size of land base per. working member of the household.; From oura arliey;§j
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fdiscussion we: know that the 1and to labor ratio is positively related to

‘fthe labor reservation price, ceteris paribus. If there are a 1arge number

Qof farms with a small land to labor ratio and comparatively few large farms-'
;relative to. their available labor force, we would expect the regional labor
‘supply curve to be highly elastic at that wage which approximates the
,reservation price of the smaller farms, and: becoming highly inelastic at ,
the wage levels associated with the reservation price of the farms- with the
larger land base.- Thus we can view the supply curve as being composed of
unfavorably endowed farms at the lower tail, that is farms where the labor
to land”ratio is high, and the factor proportions improving as we move to
the upper part of the curve.

The problem)is‘greatly complicated when we consider the full range of
determinants which contribute to the household's reservation price.
Empirically, however, it should be possible to-identify the most important
characteristics, those which seem to be highly correlated with the others,
such as farm income, and which are most powerful in explaining differences
in the labor supply price. Using one or two such characteristics as a
proxy for the rest, it is at least conceptually possible to formulate a
regional labor supply'function»based on the distribution of these character-

istics among the population.

Summary and implications‘for further research

The absence of a general theory of labor supply in the African context
has left knowledge gaps in several areas central to the formulation of- more -
effective policies to deal with growing levels of unemployment.- Largely

'superficial and. speculative treatment has been given thus far to. an identifi—

”cation of those factors which contribute to adjustments in the size‘andn
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compositionlof the rural 1abor force over time and as a function of the.

level of wages and of structnral change in the rural economy. The largest:
“body of research concerned with the supply of African labor has concentrate

on the,description and analysis of labor migration patterns. These studies

howeveré have proceeded without satisfactorily specifying the theoretical

linkages through which social and economic variables are hypothesized to

affect off-farm labor allocative decisions. The effect of both
‘household and personal characteristics may Well impact in a multiple and
countervailing manner on this decisionT:i:'is not surprising that these
studies which have been carried on at a high level of aggregation, have
emerged with inconclusive and often contradictory results.

Since the household is the relevant decision making unit and constitute
the set of rural production and comsumption alternatives for the potential
off-farm laborer, it is argued that the household is the proper focus of
further research. Such research must attempt to identify the characteristic
motivations, and alternatives of the individual within the context of his
household, and their relationships to off-farm movement.

To provide a framework within which such research might be oriented,
we presented»a‘simple household model reflecting conditions of optimal
allocative efficiency with respect to labor use. - The model distinguished
betﬁeen four lahor activities: (a) agricultural subsistence production,
(b) agricultural production for the market, (c) on-farm non—agricultural

activities, and (d) off-farm wage employment. Using this indifference

framework, we discussed a series of intuitive linkages relating a range

;of”household and personal characteristics to the level of labor s reserva-‘

tiOD?Price. The linkages nere traced and found to be complex, often off .
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““1“8’ a“d”i i“ need °f sreater empirical specific tion"'?t” i

A:Areas in which useful research mightfbe directed to further specify ;i

vthe impact of these determinants on the supply:price of labor at the micro

" level include the following. o . } o | S

k 'f;flr There is a need to evaluate‘the consumptionkaspirations of |
individuals and households distinguished by a: number 'of - social and economic
characteristics.. Rural household budget surveys which identify income

: and price elasticities of demand for various types of on and off—farm
produced consumer‘items‘should.be complemented:with subjective'approaches
whichcabstract from existing market.and;budget‘constraints to identify

fconéumption desires.

‘f. ihe elasticity'of'substitution between “as", "z", "am", and "w"
activities as a function of relatiVe‘prices and 1evels of income should be
ddentified.

3.s The impact of education ou‘the labor supply price remains one of
tﬁe most problematical areas discussed. More information is neaded
relating education to differences in on-farm productivity and its affect
-on consumption and employment-aspirations; ‘Research linking personal
educational characteristics to specific off—farm jobs (distinguished by
status and wage) as contrasted with the production and consumption alterna-
tives offered within the rural household could usefully highlight some ‘
of these relationships.»-.fih" '

‘4 Both migration and farm management studies should try to identify

withyimproved accuracy seasonal cash and food stocks profiles and relate

these ariables to differences in the propensity to take temporary off- ‘

gfarm employment.' e
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.5 Greatet information is also needed linking income transfers

VQ'-to households with varying economic characteristics., In particular,

| 'information on (a) the form of remittance payments, (b) their timing,
"both seasonally and over the duration of extended off-farm employment, and
(c) their value relative to off-farm earnings and on-farm income- and

Lliquidity, should provlde_a-much improved understanding of the importance
of eheee flows as a determinant of the labor supply price.

6. Finally,-ﬁore understanding is needed of the nature of the decision
making process regarding off-farm labor transfers. A set of subjective
relatioeehipe whieh could be probed include (a) the effective scope of the
‘household's objective function regarding questions of labor transfer, (b)
the time hworizon implied in such decisions, (c) how and by whom the
decision 15 made, (d) how these factors differ between household types,
and (e) changes in the decision making process over time.

It 1s ¢ cknowledged that substantial methodological problems of data
collection,quantification, and analysis lie in each of these areas. Many
of the critical factors are intangible and not subject to direct observation
and measorement. .Thus, if these relationships are to be meaningfully
analyzed, proxy variables and units of measurement will have to be identified
Nevertheless, these problems are not insurmountable. The general analytical
frameWork, it is believed, has direct relevance to an important problem--

it simply places a high premium on the imagination and resourcefulness of

ethe analyst to use it in an equally relevant manner.
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