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TRENDS IN FARM LAND VALUES IN MINNESOTA
Prepared by E, C., Johnson

What is farm land worth? This gquestion is being raised frequently at the
present time, but to answer it is difficult, Ordinarily, when we think of the value
of farm land, we have in mind what the land will sell for under conditions existing
at that particular time and presumsbly such sale value is based on the income that
buyers and sellers think the land will yield over a period of years, Those whn
anticipate an increase in income on farms are likely to conclude that present sale
values are too low and that land prices will rise, while those who expect farm in-
comes to continue low for a long time say that farm land will decline further in
value., It is not the purpose of this discussion to farecast what future values
will be, but merely to point out changes that have taken place in the wvalue of farm
land in Minnesota and some of the causes for these changes, The term farm larnd in
this discussion refers to real estate, that is, the land prcper and buildings.

Table 1, Average Sale Value per Acre of Farm Real Estate by
Years in Agricultural Districts of Minnesocta
1910~ 1912~ 1914~ 1916~ 1918~ 1920~ 1922~ 1924- 192€6- 1928~ 193(C-

District 11 13 15 17 19 21 23 25 27 29 31*

Southeastern $58 $69 $78 $92 86117 $141 $114 $104 $106  $100 $88
Southwestern 57 69 84 102 118 152 119 110 109 102 91
West Central 39 46 56 67 78 98 82 74 72 67 58
East Central 24 29 34 41 50 68 56 49 49 44 37
Northwestern 24 29 32 37 40 57 44 44 36 33 29
Northeastern 11 13 14 15 18 24 23 22 22 21 19
Minnesota 41 49 58 68 82 104 85 78 76 71 63

Table 2, Index of Sale Value per Acre of Farm Real Estate by
Years in Agricultural Districts of Minnesota (1913-13 = 100)
1910~ 1912- 1914- 1916- 1918- 1920- 1922- 1924- 19226- 1928- 1930-

District 11 13 15 17 19 21 23 25 27 29 31*

Southeastern 84 109 113 133 170 204 165 151 154 145 128
Southwestern 83 100 122 145 171 220 172 159 158 148 132
West Central 85 100 122 146 170 213 178 161 157 146 127
East Central 83 100 117 141 172 234 193 169 169 152 128
Northwestern 83 100 110 228 138 197 152 152 124 114 100
Northeastern 8% 100 108 115 138 185 177 169 169 162 146
Minneso ta 84 100 118 13¢ 189 212 173 159 155 145 129

*1930-31 figures preliminary,

Pgblished in furtherance of Agricultural kxtension Act of May 8, 1914, ¥, W, Deck,
Director, agricultural Extension Division, Department of Agriculture, University
of Minnesota, coeperating with U, S, Department of Agriculture,
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Farm land values in Minnesota inereased up to 1920 and since that time
have decreased, These changes are shown in Table 1 which gives the average sale
prices of farm real estate by mzjor agricultuml distriscts in Minnesota since 1910.
The averages are for two-year periods and are based upon sales data obtained from
the records of the Minnesota Tax Commission, In these data, all forced sales, such
as sheriffs sales and transfers of farm land to creditors, are excluded as are also
sales to relatives which are often made at comparatively low prices. Therefore,
the sales included in the averages are the result of bargaining between buyers and
sellers and should reflect fairly accurately the true sale value of land for the
years given, These values, however, since 1920 may seem high because there has been
mich distress selling of land particularly since 1925, On the other hand, an in-
crease in distress sales also has an effect on all sales and it is likely that the
figures given represent =pproximstely the actual situation in the land market, The
193N-31 values are based upon comparatively few sales and therefore are not as
representative as the figures of preceding years, During 1930-31, many farms were
sold by creditors at low values and it is likely that the figures given which eX-
clude such sales tend to be higher than the average of all land sales. The sale
values in Table 1 are not simple averages of all sales nf which a record was obtain-
ed in each distriet, but the average of sales in the counties, weighted according
to the total acres of land in farms in each county as given in the United States
Census of 1930, Ia other words, the figures in Table 1 are values for all farm
land in each district based upon sales of farms in individual counties,

In all districts of the state, farm real estate incressed in value between
1910 and 1920, The average Tlue per acre in Minnesota in 1910-11 was $41 compared
with $104 in 1920-21, During the datter years, farm land value reached a peak.
Sharp declines occurred in the years 1922 to 1925, but from 1925 to 1929 land values
declined less rapidly, This latter period was one of reasonably satisfactory farm
incomes which retarded the decline of land values., The break in farm prices in
1930-32 was accompanied by another sharp decline in the walue of Minnesota farms
and sale prices in many sections are now near or below the levels of 1912-13,

Some interesting comparisons of land values in different sections in Minne-
sota may alsn be noted in Table 1. It is obvious that in southeastern and south-
western Minnesota land values are considerably higher than in other parts of the
state. 1In general, these areas include the best developed and most productive farms
and income from the land therefore has been higher in these regions than in others,
Next in order is the west central district, a district of diversified agriculture
where farm values at the present time on the average are approximately two-thirds
of values in southern Minnesota, This is followed by the east central district, a
dairy region where farm values are about two-thirds as great as in the west central
region, Northwestern Minnesota with its broad prairies, important in small grain
production, follows with values on the average somewhat lower than the value in
east central Minnesota, Finally we have northeastern Minnesota, or what may be
more properly described as the Northern Cut-Over Area, This is a region where
mich of the land is uncleared and agricultural development is below that of the
other regions, The high cost of clearing land and developing farms has kept values
at low levels, In this cut-over area, values in 1930-31 averaged $19 per acre, and
from there ranged upward among the districts to $91 in southwestern Minnesota, It
probably is unnecessary to point out that there is considerable variation in values
between counties in each district and between farms within each county. The district
averages, however, indicate in general the walues of land in these areas,

While farm land walues in all districts increased up to 1920-21 and then
declined, the degree of change was not the same in all parts of the state. In
Table 2 the values given in Table 1 are expressed as percentages of farm land
Values in 1912-13, thus showing the degree of change in each district. In all
-districts of the state, farm land values more than doubled between 1912-13 and

1920-21 except in the northwestern and northeastern areas where the increases were
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97 ané 86 per cent respectively, The greatest relative increase occurred in the
east sentral district where farm real estate values in 1920-21 were 334 per cent
of values in 1912-13,

Land values declined sharrly during 19£2 and 1923 in all districts of
the state, dut the greatest relative decline cecurred in northwestern Minnescta.
Prices of farm land tend to follow incomes frem the larnd and in the narthwestern
counties where cash grain production is mare important, farm incomes declined rela-
tively more than in other districts, Livestock products did not decline as much
relatively as grain prices in the years just follewing 1920, and in those districts
where dairying was important, land values did not break as sharply as in north-
western Minnesota,

The years 1930 and 1931 were years of declining prices for precducts of
Minnesota farms, and in 211 districts farm land values declined sharply. In the
southern and central parts of the state, average snles values of land during these
two years were cnly about 30 per cent above 1912-13, In northwestern Minnesota,
they had declined to the same levels as in 1912-13, tut in the cut-over area, they
were still 46 per cent aobove the values in that region in 1912-13. It is in the
latter region that land values have fluctuated the least of any district in lMinne-
sota, Its agriculture is less commercialized than in other regions and a chznge
in rrices of farm products does not have as great an effect on the income of the
farm family. Much of the production of farms is consumed by the family and a
relatively larger share of the family income is from sources cutside the farm,
The value of the farm as a home represents a relatively larger share of the value
of farm real estate in the cut-over region than in other districts and the "home
value share" is not likely to fluctuate as muech as the share of total value that
is based on cash income from the farm, Meainly for these reasons land values have
fluctuated less in the cut-over area,

While no figures are presented for sales in 1932, it may be well to
roint out that in general farm land values have shown marked declines again as
a result of sharp declines in prices of farm products., While many creditors who
have taken title to farms as a result of foreclosures, are holding their proper-
ties off the market, on the whole we find a situation where there is a large
supply eof farms available for scle but very few people with the purchasing power
or the confidence in values to buy farm land, The result is that, generally
speaking, the few farms that are being sold are going at comparatively low values,
many in fact reing sold for prices below those of 1912-13.

Farm land prices in final analysis are determined by factors affecting
the supply of land on the market and demand for land. Any discussiecn therefore
which seeks to throw light on the preoratle future trends in land prices must be
based upon a consideration of factors affecting supply and demend for land, In
the long run, land values are determined by income from the land and fundamental-
ly the income from the land (present and expected) is the important factor affect-
ing the supply and demand for land and therefore its market price, When incomes
are low as at present and the future incomes very uncertain, we find a spirit of
ressimism prevailing and many owners of land are willing to sell if they can get
some return for their equities, The surply of land available for sale, therefore,
is large. On the other hand, the low income and lack of purchasing power reduces
the demand for farm land, This combination ~f circumstances causes low valueg,

When we view the present situation in the market for farm land, we find
many conditions with respect to supply and demand for land that point toward the
continuation of relatively low values for some time. Thousands of farms in Minne-
sota have been acquired by mortgages and if crediters continue an aggressive col-
lection policy, a great many ferms will be acquired by them in the future. On
the whole, these farms represent a potential supply of farms available for sale,
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Many farmers whe are heavily in debt and whose equities in the farms are nearly
wiped out, would be glad to sell if they could get something for their equity,
other farms which would nomally have changed hands but which have been withheld
from the market in hope that conditions would improve are coming into the market.
Such cases also increase the supply of land available for sale. Looking at the
demand side of the market, we note a cenditien of low incomes which discourages
buyers from purchasing farms, Most buyers of land are farmers and very few farm-
ers have accumulated capital sufficient to purchase a farm, Retired farmers and
other investers hesitate to buy land because it has been unprofitable to hold land
in recent years, Also high real estzte taxes reduce the income from land and are
an important factor in the decreased demand for farm lend.

There are a number of favorable factors in the land market, however,
which will gperate in the direction of stabilizing farm land values axnd should be
given consideration. In the first place, creditors are adopting a more libteral
rolicy of carrying the debtor and not foreclosing and forcing able farmers off
their farms, This policy will check the increase in farm heldings by creditors.
Furthermore, creditors are not dumping foarms on the market to the extent that they
did a short time ago, but are holding the fecrms refusing to sell at abnormally low
prices., These changes will reduce the number of farms offered at low prices, In
the second place, there are factors operating which should tend tc increase the
demand for farms, Farm wages are low, prices of supplies used on the farm have
declined, in some communities taxes have been reduced, and there are eviiences of
reduction in public expenditures which should reduce taxes, This means that while
declining prices are reducing income from the land, this decline is in part offset
by a reduction in costs, There a2re also indications of an increasing demand for
farms by tenants interested in having a farm of their own and by people who are
leaving the cities, These groups generally dc not have much capital but arrange-
ments are being made for the purchase of farms on crop payment rlons which will
encourage individuals to become farm owners,

The mere fact that farm land values in the past have been high does not
mean that they will go back to high levels in the future, The high prices for
land existed during a period when prices generally were high, At the present time,
the general price level is near that of the years 191) to 1914, and if we continue
on this level then our basis for a price figure to represent the intrinsic value
of land based on earning power over a period of years probably should be values
near those shown in Table 1 for the years 1910 and 1911 or 1912 and 1913, 1In
those years, the prices of farm land were based not only upon a capitalization of
net income to land at that time but also upon expected increases in net income,
People at that time expected land values to rise but in the future our viewpoint
may be quite different., Estimates of population trends point to the fact that we
are rapidly approaching the time when we will have 2 stationary population in this
country, Furthermore, methods of agricultural producticn are continuclly being
improved and there will not be the need for development of new sgricultural regions
to the extent which we formerly thought was necessary, It is likely therefore that
the values of the years 1910 and 1911 may be 2 better figure to use than values of
1912 and 1913. On the other hand, it must be borne in mind that since 191C we have
had great improvements in the farms, in buildings particularly, and community im-
provements like roads and schools., These improvements add to the "home value" of
a farm but their effect on land values mav be offset, in part at least, ty the
maintenance of a higher level of taxes and by some decrease in the fertility of
the soil, especially in the small grain areas of Minnesota,

Some farms are now being sold at extremely low prices., In some cases,
these prices seem to be far below what we might term the intrinsic value of the
land based upon earning power over a period of years, Purchasers.of farms now have
a chance to be discriminating in their choice of a farm and select the better lands.
In the past, there has been a definite tendency to overvelue the poorer soils.
Buyers are likely to have a better investment if they choose the farms having scils
of high productivity.
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MINNESOTA FARM. PRICES FOR OCTOBER 1932
Frepared by Adena E, Erickson

The index number of Minnesota farm prices for the month of Cctober 1932
was 36,5, When the average of farm prices of the three Octobers of 1924-25-26 1is
represented by 100, the indexes for October of each year from 1924 to date are as
follows:

October 1924 -~ 93,0
" 1925 - 103.,6
" 1926 ~ 103,95
" 1937 - 98,1
" 1928 - 95,0
" 1929 - 107,2
" 1930 - 80,6%
" 1931 - b51,2%
" 1932 ~ 36,5%
*preliminary

The price index of 36,5 for the past month is the net result of increases
and decreases in the prices of farm products in October 1932 over the average of
October 1924-25-26 weighted according to their relative importance,

Average Farm Prices Used in Computing the Minnesota Farm Price Index,
October 15, 1932 with Comparisons*
Oct.l5, Sept.l1l5, O0ct.15, Av, Oct. % Oct,15, % Oct,15, % Oct.l1l5,

1932 1932 1931 1924-25~ 1932 is 1932 is 1932 is of
26 of Sept. of Oct. Oct., 15,

15, 1932 15, 1931  1924-25-26
Wheat 8,37 $.41 $.48 $1.28 90 77 29
Corn .15 .21 .28 .78 71 53 : 19
Qats k) .12 .18 .38 83 55 26
Barley .16 .18 .31 .61 89 52 26
Rye .20 .22 .27 1.01 91 74 20
Flax .93 .93 1.10 2.15 100 85 43
Potatoes .21 .22 .30 .71 95 70 30
Hogs 3,05 3,70 4,30 10,68 82 7L 29
Cattle 4,00 4,6C 4,50 5.97 87 89 67
Calves 4,85 5.50 6.20 9.36 88 78 52
Lambs-sheep 4,10 4,33 4,82 11,03 95 85 37
Chickens .084 .100 L117 .166 84 72 51
Eggs .21 .14 .19 .35 1560 110 60
Butterfat .19 .19 .33 JA44 100 58 T 43
Hay 6,66 6.66 9.06 11,90 100 73 56
Milk 1.19 1.21 1.65 2.56 98 72 53

*Except for milk, these are the average prices for Minnesota as reported by the
United States Department of Agriculture,



