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This means that the shadow wage rate which you use 
should be greater than zero and less than the cost 
of hiring labour. In our examples we have chosen to 
use a shadow wage that is 50 per cent of the cost of 
hiring someone else to do a certain task at a particular 
time of the year. Is that a right or 'vvrong choice) There 
is no answer to that question but there is a mountain of 
economic literature that argues the cases for all sorts of 
alternatives. It does not matter too much what rate you 
choose - select one and be consistent. The most 
imp ortant point is that people do not work for nothing 
and that your budget recognises this. 

Having selected a shadow wage factor appropriate to 
your area, how should you apply it? Here we come back to 
the problem of different payments for different tasks. 
Labour for ClII-and-carry feeding 
This is a demanding physical task that may attract 
relatively high wage rates in your area. If it costs Rp 3000 
per day to hire someone to cut and transport forage and 
you have set a 50 per cent factor for family labour, the 
shadow wage for this input would be Rp 1500 per day 
when the family does the work. 
Labour for slipervised grazing 
This is not a demanding task and often done by children 
and older people. If you have assumed that hiring a person 
to do this task would cost the farmer Rp 500 per day then 
a 50% factor would value the family labour at Rp 250 per 
day for the same activity. 
Labollr for drallglll work 
The farmer has chosen to rai se cattle and buffalo. The fact 
that he must accompany them to the fields to operate the 
draught animals and their equipment means that his labour 
is an input to the animal business. So, if it costs Rp 3000 
per day to hire a DAr' unit and ploughman we would 
apply our chosen 50% factor and say that the shadow 
wage of ploughing work is Rp 1500 per day. 

This is used both when the farmer ploughs his own 
land or other people's land. Assume that a farmer works 
on someone else's land for two days at Rp 3000 per day. 
He will receive a cash income of Rp 6000 (2 days x Rp 
3000/day) and we deduct his shadow wage of Rp 3000 
(2 days x Rp 1500/day) . This indicates that he has 
'earned' Rp 3000 for his physical labour in controlling the 
cattle, plus Rp 3000 for his managerial skills in raising the 
animals and having them available for work. 

3.3.3 Feed 
Most of the costs associated with feeding are the costs of 
labour which we have already covered. There are some 
places where farmers do buy feed for their buffalo or 
cattle, often during the dry season . T he systems vary -
fresh green forage is sold at the roadside; farmers purchase 
truckloads of dry rice straw from the paddock. On Madura 
island some farmers rent areas of hillside from which they 
cut forage in the dry months. The cost of that rental is the 
cost of purchasing the feed (but don't forget to add the 
farmer's labour for cutting and transport) . 

If you live in an area where purchase of feed is a 
common practice then, obviously, it is an input that must 
be included in your valuation. 

PURCHAS ED FEED 

• Cash cost for purchasing feed Rp /ycar 

3.3 .4 Equipment and housing 
The last two items that we will consider arc normally 
class ified as 'capital assets'. T hey are inputs required for 
animal management but they are different in character to 

the others, e.g. they can be used again and again. T he 




