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The income disparity between agricultural and non-agricultural households has been increasing in many countries.

Studies in the labor economics literature often link population aging and underemployment to low labor participation and

productivity, fewer savings, and greater financial pressure on households. 
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1. Introduction

Population aging in agricultural households becomes more prevalent than in non-agricultural households as better-

educated, wealthier, and younger-generation workers tend to shun low-paying manual jobs in agriculture .

Underemployment, which was considered an urban-specific issue in the past, is also a serious problem among

agricultural households because of surplus labor, particularly in developing countries . Underemployment is the

condition where workers’ working hours are less than full-time or positions are inadequate concerning workers’ training or

economic needs . Therefore, the term underemployed workers refers to relatively less productive workers. Even in many

developed countries, new technology adoption and structural change result in a greater extent of underemployment in the

agricultural labor market (e.g., due to the adoption of newly developed farm equipment, farmers need fewer workers to

operate their farms; yet all family workers are still classified as employed farm workers) . The underemployed

agricultural household members (who are likely less productive family workers) decrease overall household productivity

and per capita household income.

Many studies in labor economics point out that aging and underemployment are major factors in determining the wage,

well-being, and productivity level of workers (e.g., ). A few studies specifically argue that aging and

underemployment become more prevalent and problematic in the agricultural sector than non-agricultural sectors, which

could be two major factors affecting the income disparity between agricultural and non-agricultural households. For

example, Lee et al.  show that the Korea Gini index increased from 0.330 to 0.342 between 2006 and 2011 and that

population aging has a significant effect on the inequality index. Bell and Blanchflower  find that for the post-Great

Depression period in the U.K. and U.S., underemployment had a more significant role in wages than unemployment for all

industries. In addition, Loughrey and Hennessy  show that the underemployment rate increased by 10% from 2002 to

2010 in the Irish agricultural sector and that the change in the underemployment rate was significantly correlated with a

change in agricultural household income. Previous studies provide ample evidence that aging and underemployment play

a significant role in the economic condition of agricultural and non-agricultural households (e.g., ).

However, little has been done in the literature to empirically examine the effects of aging and underemployment on

household income and income disparity between agricultural and non-agricultural sectors.

2. Impact of Aging and Underemployment on Income Disparity between
Agricultural and Non-Agricultural Households

In the past, agriculture was considered the backbone of the overall economy in many countries. However, structural

changes due to technological advancements, globalization, and environmental constraints have led to a deterioration of

the social and economic status of agriculture . One important issue caused by the structural changes is the increased

income disparity between the agricultural and non-agricultural sectors. The increased income disparity has generated

both economic and social problems regardless of countries’ level of economic development . Previous studies in the

literature claim that the “urban bias” caused by the rapid labor transfer from agriculture to non-agriculture has resulted in

negative effects of structural changes such as an increasingly aging population and a high underemployment rate in the

agricultural sector .
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Aging refers to the increasing ratio of older adults (typically aged over 65) among the population. Clark et al.  and

Pammolli et al.  argue that population aging could burden the whole economy by increasing support costs for older

adults (e.g., pension and medical expenses). Furthermore, the increased social expenditure required by an aging

population may increase income inequality at the country  or regional  level.

Cymbranowicz  points out that underemployment, which is also considered “incomplete employment,” has become one

of the biggest problems in the labor market since the great recession drastically increased the underemployment rate in

most countries. In the U.K., for example, the underemployment rate exceeded the unemployment rate during the great

recession  and now, underemployment has a greater influence on wage income than unemployment .

Underemployment generally refers to the situation where job openings are filled (or the employed workers are replaced)

with workers who (1) earn a lower wage than the average wage of half of the population, (2) are underutilized, or (3) work

less regardless of their willingness or capability to work. This “incomplete employment” can cause a decrease in overall

wage income.

Many earlier studies find that income level is highly correlated with aging and underemployment rate. In these studies,

factors affecting agricultural household income include household economic conditions, conditions of farmland, regional

economic environments, and farm policies . However, only a few studies discuss the potential

impact of aging and underemployment on agricultural households. Some studies consider the age of farm operators or the

number of laborers  as important factors of agricultural household productivity. Nonetheless, household-level aging

or employment status (e.g., underemployment) has rarely been examined to study agricultural income and income

disparity in the literature.

Seok et al.  and Boockmann et al.  claim that the aging agricultural workforce is likely to decrease the productivity

level and labor participation rate in the agricultural sector. Spěšná et al.  also find that low wages in the agricultural

sector serve as a barrier for young people to participate in the agricultural workforce and as a result, increase the

proportion of aged workers in agriculture over time. The increased population of aged workers in agriculture could be

closely related to the situation where most of the elderly agricultural workforce lives below the poverty line in some

countries .

A few studies in the literature argue that household income is harmed by underemployment if workers unintentionally work

less , if a lack of infrastructure exists , or if workers are underemployed due to the economic crisis such as the great

recession . As these problems become severe in the agricultural sector, underemployment is considered one of the

determining factors of the low-income problem in agriculture .

Although many studies point out that aging and underemployment are important factors to determine income, the effect of

aging and underemployment on agricultural income has been rarely studied in the literature. A primary reason for the lack

of studies on the underemployment effect on agricultural incomes may be due to the fact that underemployment is mostly

hidden or neglected in the agricultural sector. In many countries, agricultural labor data are collected mostly through self-

reported surveys, and many farm household individuals tend to report themselves as either farm or family workers

whether or not they contribute to farm production. Besides, unlike the non-agricultural sector, the agricultural sector lacks

information about workers’ productivity (e.g., annual performance evaluation), particularly about family workers’

contribution to farm productivity. It is not likely that the head of the agricultural household (likely the farm operator)

provides an objective evaluation of family workers’ contributions to farm production. Therefore, underemployment is less

detectable in the agricultural sector than in the non-agricultural sector. The hidden underemployment problem may have

been gradually increased and may have affected household income negatively in the agricultural sector . To

address the problem, previous studies generally use three underemployment criteria such as working hours, income level,

and skill level-based measures .

3. Conclusions

The results suggest that the implementation of proper government policies could address aging and underemployment

problems in agricultural households and significantly reduce the income disparity between agricultural and non-agricultural

sectors. The implementation of proper government policies can attract more young adults and employment and business

opportunities to agricultural regions. Aging and underemployment problems in agriculture could also be improved through

immigration policies, as suggested by many studies in the literature (e.g., ).

Increasing immigrant workers has been considered one of the most effective ways to improve employment problems and

age structure in the labor force . However, these studies also point out that large-scale immigration would incur
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significant costs such as political, social, health, and economic inequality problems. Therefore, a future research direction

might be to conduct a cost-benefit analysis of immigration labor, particularly focusing on aging and employment status in

the agricultural sector.

References

1. Kim, A.E. Global migration and South Korea: Foreign workers, foreign brides and the making of a multicultural society.
Ethn. Racial. Stud. 2009, 32, 70–92.

2. Constant, A.F. Do migrants take the jobs of native workers? IZA J. Eur. Labor Stud. 2014.

3. Golub, S.; Hayat, F. Employment, unemployment, and underemployment in Africa. In The Oxford Handbook of Africa
and Economics; Oxford University Press: Oxford, UK, 2015; Volume 1, pp. 136–153.

4. Friedland, D.S.; Price, R.H. Underemployment: Consequences for the health and well-being of workers. Am. J.
Community Psychol. 2003, 32, 33–45.

5. Errington, A. Disguised unemployment in British agriculture. J. Rural. Stud. 1988, 4, 1–7.

6. Bell, D.N.; Blanchflower, D.G. Underemployment in the US and Europe; National Bureau of Economic Research:
Cambridge, MA, USA, 2018.

7. Seok, J.; Moon, H.; Kim, G.; Reed, M. Is aging the important factor for sustainable agricultural development in Korea?
evidence from the relationship between aging and farm technical efficiency. Sustainability 2018, 10, 2137.

8. Du, H.; King, R.B.; Chi, P. Income inequality is detrimental to long-term well-being: A large-scale longitudinal
investigation in China. Soc. Sci. Med. 2019, 232, 120–128.

9. Lee, H.; Kim, J.; Cin, B.C. Empirical analysis on the determinants of income inequality in Korea. Int. J. Adv. Sci. 2013,
53, 95–109.

10. Bell, D.N.; Blanchflower, D.G. The lack of wage growth and the falling NAIRU. Nat. Inst. Econ. Rev. 2018, 245, R40–
R55.

11. Loughrey, J.; Hennessy, T. Hidden underemployment among Irish farm holders 2002–2011. Appl. Econ. 2014, 46,
3180–3192.

12. Guo, G.; Wen, Q.; Zhu, J. The impact of aging agricultural labor population on farmland output: From the perspective of
farmer preferences. Math. Probl. Eng. 2015, 2015, 1–7.

13. Byerlee, D.; De Janvry, A.; Sadoulet, E. Agriculture for development: Toward a new paradigm. Annu. Rev. Resour.
Economics. 2009, 1, 15–31.

14. Ravallion, M.; Chen, S. China’s (uneven) progress against poverty. J. Dev. Econ. 2007, 82, 1–42.

15. Staatz, J.M.; Eicher, C.K. Agricultural development ideas in historical perspective. Int. Agric. dev. 1998, 3.

16. Clark, R.; Kreps, J.; Spengler, J. Economics of aging: A survey. J. Econ. Lit. 1978, 16, 919–962.

17. Pammolli, F.; Riccaboni, M.; Magazzini, L. The sustainability of European health care systems: Beyond income and
aging. Eur. J. Health Econ. 2012, 13, 623–634.

18. Zhong, H. The impact of population aging on income inequality in developing countries: Evidence from rural China.
China Econ. Rev. 2011, 22, 98–107.

19. Cymbranowicz, K. The Phenomenon of Underemployment in Poland. Ann. Etyka Życiu Gospod. 2016, 19, 137–151.

20. Heyes, J.; Tomlinson, M.; Whitworth, A. Underemployment and well-being in the UK before and after the Great
Recession. Work. Employ. Soc. 2017, 31, 71–89.

21. Yang, D.T. Urban-biased policies and rising income inequality in China. Amer. Econ. Rev. 1999, 89, 306–310.

22. Dagum, C.; Slottje, D.J. A new method to estimate the level and distribution of household human capital with
application. Struct. Change Econ. Dynam. 2000, 11, 67–94.

23. Benayas, J.R.; Martins, A.; Nicolau, J.M.; Schulz, J.J. Abandonment of agricultural land: An overview of drivers and
consequences. CAB Rev. 2007, 2, 1–14.

24. Sicular, T.; Ximing, Y.; Gustafsson, B.; Shi, L. The urban–rural income gap and inequality in China. Rev. Income Wealth
2007, 53, 93–126.

25. Qian, X.; Smyth, R. Measuring regional inequality of education in China: Widening coast–inland gap or widening rural–
urban gap? J. Int. Dev. 2008, 20, 132–144.



26. Fisher, M.; Reimer, J.J.; Carr, E.R. Who should be interviewed in surveys of household income? World Dev. 2010, 38,
966–973.

27. Imai, K.S.; Malaeb, B. Asia’s Rural-Urban Disparity in the Context of Growing Inequality; Research Institute for
Economics and Business Administration, Kobe University: Kobe, Japan, 2016.

28. Zhang, Q.; Posso, A. Thinking inside the box: A closer look at financial inclusion and household income. J. Dev. Stud.
2019, 55, 1616–1631.

29. Zhang, Y.; Li, X.; Song, W. Determinants of cropland abandonment at the parcel, household and village levels in
mountain areas of China: A multi-level analysis. Land Use Policy 2014, 41, 186–192.

30. Su, G.; Okahashi, H.; Chen, L. Spatial pattern of farmland abandonment in Japan: Identification and determinants.
Sustainability 2018, 10, 3676.

31. Boockmann, B.; Fries, J.; Göbel, C. Specific measures for older employees and late career employment. Eur. Stud.
Discuss. Pap. 2012.

32. Spěšná, D.; Pospěch, P.; Nohel, F.; Drlík, J.; Delín, M. Aging of the agricultural workforce in relation to the agricultural
labour market. Agr. Econ. 2009, 55, 424–435.

33. Masud, J.; Haron, S.A. Income disparity among older Malaysians. Res. Appl. Econ. 2014, 6, 116.

34. Wilkins, R. The consequences of underemployment for the underemployed. J. Ind. Relat. 2007, 49, 247–275.

35. Slack, T.; Thiede, B.; Jensen, L. Race, residence and underemployment: 50 years in comparative perspective, 1964–
2017. In Proceedings of the Conference on Rural Poverty: Fifty Years after The People Left behind, Washington, DC,
USA, 11 March 2018; 2018; pp. 21–22.

36. Amuedo-Dorantes, C. Work transitions into and out of involuntary temporary employment in a segmented market:
Evidence from Spain. Ind. Labor. Relat. Rev. 2000, 53, 309–325.

37. Dethier, J.-J.; Effenberger, A. Agriculture and development: A brief review of the literature. Econ. Syst. 2012, 36, 175–
205.

38. Whelan, C.T.; Russell, H.; Maître, B. Economic stress and the great recession in Ireland: Polarization, individualization
or ‘Middle class squeeze’? Soc. Indic. Res. 2016, 126, 503–526.

39. Glauber, R.K. Wanting More but Working Less: Involuntary Part-Time Employment and Economic Vulnerability. 2013.
Available online: https://scholars.unh.edu/carsey/199/ (accessed on 12 September 2021).

40. Loughrey, J.; Hennessy, T. Hidden Underemployment Among Irish Farm Holders 1996–2011. Glob. Bus. Econ. Res. J.
2013, 3, 68-x.

41. Hussmanns, R. Measurement of employment, unemployment and underemployment–Current international standards
and issues in their application. Bull. Lab. Stat. 2007, 1, 2007-2001.

42. United Nations. Replacement Migration: Is It a Solution to Declining and Ageing Populations? ESA/P/WP.160; United
Nations: New York, NY, USA, 21 March 2001.

43. Marois, G.; Bélanger, A.; Lutz, W. Population aging, migration, and productivity in Europe. Proc. Natl. Acad. Sci. USA
2020, 117, 7690–7695.

44. Bijak, J.; Kupiszewska, D.; Kupiszewski, M. Replacement migration revisited: Simulations of the effects of selected
population and labor market strategies for the aging Europe, 2002–2052. Population Res. Pol. Rev. 2008, 27, 321–342.

45. Bloom, D.; Boersch-Supan, A.; McGee, P.; Seike, A. Population aging: Facts, challenges, and responses. PGDA
Working Paper. Benefits Compens. Int. 2011, 41, 22.

Retrieved from https://encyclopedia.pub/entry/history/show/40868


