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and  this lesds to a common wage rate in both
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one it of agricultural goods, i=1,2,
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In o world eguilibeiom © demand for each good
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more responsive ls the world price ratio to acrea
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ot agricultuwral land available for production  increases

both mominal and real land rentals in the agricul tural sector and

rrat

raduces real wag in the sconomy as a whole. The effects on

e £ Ed wage rates  and on land rent in the manufactuwring
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e upon the responsi vens relative prices Lo
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Baadoal * then nominal wage Fal
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Although agricultural land rentals rise in bobth real and

sminal terms as a result of a land retiremnent schemns, total

[ EY M to land in the agricultuwral sector, li., may rise oF

fall as land is withdrawn from production. Giwver:
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output and emplovinent.
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Grloga o egual zero. Under these circuamstanc

ity 0 D and output of manufactuwred goods would fall. Howe

whiernn land is itomobile the production point 11 in bl interior

o the production possibility set, ples ¢ tea ds nob necessarily

arily Fall.
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uncharged . T remains Lo examine the efd a lLand retirement

exfig O

syt of Labor.

Py
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he agricultuw al sector 4 the ¢l i bhe price of i cul buwral

oods s rhly la ~wiwme labor will sigrate out of
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Eguations (25 and (27) show that i price is sudfficiently

responsive Lo acreage reductions (that is, f ~p/ Ve & @00/ 000
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That is, when price is relatively responsive Lo aoreage

reductions, labor migrates from the manuwfacturing sector

into the agricualtwal sector (and the oubpul of manufac

goods falls).
Cid) O 0 =p/Yya 0 8ya oy dmplies vas » O and since Ve = O,

Yoy S U. That is, when price is relatively unresponsive Lo

acreage reductions, lLabor migrates out of the agricualtuw-al

bt bhe manufacturi

tamd the output ot

actured good:

The effect of a land retivemnasnt schemnse on total revernus of

the agricultural sector, R, i mow exami ned.
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i bhe home cowntey does nobt neceseard Ly Lnores total  revenue

of the agricwl twral sechtor.
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