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Off-farm work leads to exit or decline to exit
-Defining the exit condition using indirect utility approach-
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Abstract
Off-farm income accounts for about 40% of Japanese farmer’s income. This means that off-farm
work can be an important source of income and at the same time a step toward leaving farming.
This paper modifies the two-sector indirect utility approach and examines the effect of off-farm
work on farm exit as a result of the expansion of the labor market. As a result, it was confirmed
that the maximum commuting cost (CC) paid by the farmer in the critical situation of leaving the
farm is equal to the imputed land rate (ILR). It was also found that if the CC is smaller than ILR,

the expansion of the labor market enables off-farm work and it declines to exit.
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