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Maurice Mandale (above) has 
been involved in the land market 
survey summarized in this report 
for the past 2 years. A native of 
Britain, his research interests 
are mainly centered around land 
and resource economics. Philip 
M. Raup (below) is a professor 
of land economics. 

The Minnesota Rural Real Estate 
Market In 1973 

Minnesota's 1973 rural real estate market was one of the most active 
ones in over 50 years. In t his article, findings of a 1973 statewide sur
vey are reported which show price and other marketing trends of 
Minnesota's rural real estate. 

By Maurice Mandale and 
Philip M. Raup* 
Introduction 
S INCE 1953, a statewide survey has 
been performed each year to gauge 
pr ice and other marketing trends of 
rural real estate. 1 A mail question
naire is sent to between 1,300 and 
I ,500 people throughout the state. 
Respondents include real estate bro
kers, bankers, county agent , federal 
agency loan officials, insurance bro-

* Research a s i tant and profe o r, 
re pectively, Department of Agri
cultural and Applied Econom ic . 

1Thi ar ticle i a summary of a larger 
report publi hed in Jan uary 1974, 
Economic Report Ser ies, Depart
ment of Agricultural and App lied 
Economics, E R 74- 1. 

ke rs, and other know ledgeable peo
ple. 

The questionnaire requests two 
c lasses of information. F irst, the 
respondents a re asked to estimate 
the current price of an acre of fa rm 
land in their locales. Second, the 
respondents a re asked to list details 
of fa rm sa les which have come to 
their a ttention. Here, respondents 
are asked to exc lude sa les between 
close relatives. 

The 1973 data were gathered 
through questionnaires ent out in 
August 1973. T his report of the 
1973 survey is divided into three 
parb. T he first part deal with the 
tatewide rural land market in 197 3. 

The second and third parts provide 
more ins ight into the rura l land 
market in the Twin C ities Metro
politan Region and in the Red River 
Va lley o f northwe tern Minnesota, 
respective ly. 



Part 1: The statewide picture 

Minnesota's 1973 rural real estate 
market was one of the most active 
ones in over 50 years. Based on 
estimates sent in by respondents, 
values increased from an average 
of $248 per acre in 1972 to $298 
per acre in 1973. This is a 20 per
cent increase (table 1 ). This is the 
largest single-year increase since 
1919-1920, exceeding large in
creases at the end of World War II 
and during the Korean War. 

These increases varied from 17 
percent in the sou~heast district to 
51 percent in the northeast district. 
Because of a relatively small number 
of respondents in the northeast, the 
figure of 51 percent carries little 
weight in the statewide estimate. 
The remaining five districts include 
the vast majority of farm land in 
the state, and in these districts the 
increases ranged from 1 7 to 25 
percent (see figures 1 and 2 and 
table 2). 

The largest dollar increase for 
an acre of rural land was in the 
southwest district. This reflects the 
renewed land market activity in 
the more agricultural parts of the 
state. This activity, in turn, reflects 
a period when worldwide food prices 
rose rapidly enough to place a pre
mium on agricultural land. The 
increase marks some slight diver
gence from trends in 1971 and 1972. 
Then the biggest increases occurred 
in the more urban-influenced south
east and east central districts. Despite 
strong urban influences on rural 
land values, the southwest district 
still contains Minnesota's most 
highly valued rural land. The average 
estimate in 1973 was $459 per acre. 
This figure, however, has not in
creased at such a rapid rate over 
the past 10 years (87 percent) as 
either the southeast district ( 123 
percent) or the east central district 
(88 percent). 

From data collected for 2,00 I 
farm sales, a direct contradiction 
seems apparent. From evidence of 
statewide sales prices, there was no 
proportionate change in average 
prices paid in !973 ($303 per acre) 
to those paid in 1972 ($302 per 
acre) (table 3). 

This finding conflicts with the 
statewide increase in land value 
derived by respondents' estimates. 

Table 1. Estimated average value per acre of rural land by district, 
Minnesota 1963-1973* 

South- South- West East North- North-
Years east west central central west east Minn. 

-Dollars per acre-
1963 194 246 142 103 114 68 161 
1964 206 252 145 111 115 59 166 
1965 219 261 146 112 113 51 171 
1966 242 277 153 122 112 58 183 
1967 262 303 163 128 108 62 194 

1968 286 333 181 134 122 57 211 
1969 308 350 196 146 120 54 223 
1970 317 347 198 161 120 62 227 
1971 333 351 204 155 119 63 232 
1972 370 379 208 163 117 76 248 

1973 433 459 247 194 146 115 298 

*Based on respondents' estimates of average value per acre of farm-
land in their area. 

Table 2. Percentage changes in estimated value per acre, Minnesota 
1963-1973 

Estimated 1973 value Percent change from 
District per acre 1963 1968 1972 

-Dollars- -Percent-
Southeast 433 123 51 17 
Southwest 459 87 38 21 
West central 247 74 36 19 
East central 194 88 45 19 
Northwest 146 28 20 25 
Northeast 115 69 102 51 

Minnesota 298 85 41 20 

Table 3: Percentage changes in sales value per acre, Minnesota 
1963-1973* 

Sales price per Percent change from 

District acre in 1973 1963 1968 1972 

-Dollars- -Percent-
Southeast 460 115 46 9 

Southwest 411 85 25 12 

West central 223 64 20 0 

East central 182 116 14 20 

Northwest 119 9 32 13 

Northeast 121 152 157 57 

Minnesota 303 80 31 0 

*Based on 2,001 sales reported for the period January 1-July 1, 1973. 
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Figure 1. Estimated average rural land values from respondents' estimates 1973 
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Figure 2. Estimated average value per acre of Minnesota rural land by districts 1945-1973 
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It also conflicts with substantial in
creases in sales prices reported from 
five of the six districts considered 
separately. 

A major reason is because there 
was a significant shift in the location 
of rural land sales activity from 
1972 to 1973. In general, there 
were increased sales of lower priced 
land in each of the six districts and 
a decrease in the volume of sales 
of higher priced land. 

To remove the influence of this 
shift in sales activity, an adjusted 
sales price was computed for each 
district, using the 1973 reported 
sales prices-county by county
while holding unchanged the acreage 
sold at the 1972 level (table 4). 
This removes the effects of shifts 
in relative volume of acres sold 

and gives a statewide average price 
per acre of $34 7. This is a 15 
percent increase over 1972. This is 
more in line with the 20 percent 
increase in estimated values. More

over, the biggest differences be

tween reported sales prices and 

adjusted sales prices occurred in 
the southwest and northwest dis
tricts. This indicates that, in those 
districts, lower priced lands com

prised a much bigger percentage of 
sales in 1973 than in 1972. 

The shift in market activity from 
higher to lower valued lands is one 
of the most pronounced character
istics of the 1973 Minnesota rural 
land market. As demonstrated, it 
can lead to significant error in inter
preting land market trends from 
prices received in actual sales. In 

Table 4: Comparison of sales prices by districts, 1972 and 1973, ad

justed to remove the effect of changes in the geographic distribution 
of sales. 

District 

Percent change 

Average price Adjusted in sales price 
per acre, from price July 1972~uly 1973 
reported sales per acre* Reported Adjusted to 
1972 1973 1973 Sales 1972 volume* 

$ $ $ % 0/o 

Southeast 420 460 463 9 10 

Southwest 367 411 450 12 23 

West Central 223 223 230 0 3 

East Central 152 182 183 20 20 

Northwest 105 119 135 13 29 

Northeast 77 121 120 57 56 

Minnesota 302 303 347 0 15 

*The adjusted price per acre was computed as follows: For each county, 
the average price per acre from reported sales in 1973 was applied 
to the acres sold in 1972. The results were summed for each district 
and divided by total acres sold in that district in 1972. The adjusted 
price thus eliminates the effect of changes in the geographic distri

bution of acres sold between 1972 and 1973. 
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fact, only in the west central dis
trict did the actual and adjusted 
sales prices show little or no change 
over 1972. This lack of change can 
largely be explained by bad weather 
conditions in certain parts of the 
district in 1972 which apparently 
had a depressing effect on sales 
prices in early 1973. In this district, 
there was a 34 percent increase 
in acres sold in 1973 over 1972. 
In general, higher priced land is 
selling very slowly. The bulk of the 
activity involves lower priced land 
throughout the state. 

Activity in the land market in1973 

The U.S. Department of Agri
culture has estimated that, in Min
nesota, voluntary sales accounted 
for 42.3 sales per 1,000 farms in 
1973. 2 This is a 22 percent increase 
over 1972 and coincides exactly with 
the increased sales reported for this 
survey in 1973 over 1972. State
wide, the survey also showed that 
retirement or death accounted for 
almost three-fifths of all decisions 
to sell in 1973. These ·two reasons 
are particularly prominent in the 
southwest and northwest districts. 

In 1973 as in 1972, improved 
land (land with buildings) accounted 
for 73 percent of sales (table 5). 
This proportion ranges from a low 
of 51 percent in the northwest to 
a high of 79 percent in the east 
central district. These two figures 
help show the different type of 
buyers in the state. In the more 
agricultural areas (like the north
west), the "expansion buyer," who 
is primarily sefking to enlarge an 
existing holding, is more active. He 
is less interested in the presence or 
quality of buildings (see table 6). 
On the other hand, the east central 
district is an area which has in
creasingly come under the urbanizing 
influence of the Twin Cities in recent 
years. A higher proportion of land 
in this district sold with buildings. 
This is a partial indication of city 
people's sustained demand for rural 
dwellings. 
Statewide, unimproved land sold for 
about three-fourths the price per 
acre of improved land. However, 
if the districts are considered se
parately, the price paid per acre did 

2"Farm Real Estate Market De
velopments" CD-78, Economic Re
search Service, USDA, July 1973. 



not differ markedly whether land farmers are those buying whole 
was improved or unimproved. (For farms as owner-operators. Farm ex-
an explanation of this seeming con- pansion buyers may be operating 
tradiction, see footnote to table 5.) farmers or investors who are in-

Agricultural buyers can be classi- creasing the size of their holdings. 
fied into three groups. Operating Agricultural investor buyers are non-

Table 5: Average sales price per acre of improved and unimproved 
farmland by district, Minnesota 1973. 

Improved Unimproved Unimproved as a 
District land land percent of improved 

-Dollars- -Percent- -Dollars- -Percent- -Percent-
Southeast 460 76 460 24 100 
Southwest 424 75 352 25 83 
West central 230 69 204 31 89 
East central 183 79 174 21 95 
Northwest 119 51 121 49 102 
Northeast 126 71 92 29 73 

Minnesota 320 73 243 27 76* 

*Table 5 provides a good example of the way in which a statewide 
average can be misleading. The statewide ratio of the sales prices 
per acre of unimproved land to improved land is 76 percent. This is 
below the ratio for any of the six districts considered separately 
except for the northeast. This is because 49 percent of the land sold 
in the northwest district was unimproved land. That was, by far, the 
highest percentage in any district, and the average price was lower 
than in any district except the northeast. When aggregated into a 
state total, this pulls down the statewide average since the proportion 
of unimproved land is relatively small in the districts with higher 
priced land. 

Table 6: Average sales price per acre and percent of tracts purchased 
by type of buyer and by district, Minnesota 1972 and 1973. 

District 

Southeast 
Southwest 
West central 
East central 
Northwest 
Northeast 

Minnesota 

Operating 
farmer buyer 
(sole tract) 

1972 1973 
$ % $ % 

386 34 453 31 
334 20 390 20 
222 24 226 29 
142 55 172 52 

97 27 104 15 
88 58 94 45 

273 30 285 29 

Farm expansion buyer 
(operator or investor) 

1972 1973 
$ % $ % 

369 41 418 43 
376 71 423 68 
217 61 219 58 
157 26 177 27 
118 62 124 76 

52 16 190 32 

299 53 299 54 

Agricultural 
investor buyer 

(sole tract) 
1972 1973 
$ % $ % 

439 25 470 25 
401 9 383 12 
242 15 230 12 
159 19 198 20 

72 11 108 9 
57 26 92 23 

323 17 321 17 

Table 7: Price per acre and percent of purchases by type of buyer for 
land of various quality, Minnesota 1973 

Type of buyer 

Operating farmer 
Expansion buyer 
Agricultural investor 
Nonfarm investor 
All 

Good 
$ % 

361 37 
386 39 
447 27 
677 20 
390 35 

Land quality 

Average Poor 
$ % $ % 

260 51 174 12 
282 46 166 15 
286 50 248 22 
432 45 317 35 
280 48 194 17 
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farmers who are not adding land to 
land already owned (they have 
bought land to be rented out or 
managed for farming purposes). In 
addition, there is a fourth class of 
nonfarm buyers who accounted for 
8 percent of I973 sales statewide 
(down from II percent in I972). 
This last group is particularly active 
in the southeast and east central 
districts where it accounted for I5 
and I4 percent of sales, respectively. 
In each district, the purchase de
cision of these nonfarm buyers is 
heavily motivated by urban develop
ment and city people's demand for 
rural dwellings. Such buyers are 
also active in the northeast district 
where they accounted for I3 per
cent of sales. This land is probably 
purchased for recreational purposes. 

Of the agricultural buyers, farm 
expansion buyers accounted for over 
half of all I973 statewide trans
actions, operating farmers com
prised 29 percent, and inv<':stor 
buyers purchased the remaining I 7 
percent (table 6). Expansion buyers 
were particularly active in three 
districts: the northwest (7 6 percent 
of sales for agricultural purposes); 
southwest (68 percent); and west 
central (58 percent). These are 
Minnesota's three major agricultural 
districts. Operating farmers tended 
to dominate the market in the east 
central and northeast districts. In 
both these districts, this activity 
may be linked to "hobby" or part
time farming. Agricultural investor 
buyers were particularly active in 
the southeast, east central, and 
northeast districts. Presumably, they 
were attracted by some speculative 
expectations of future development 
for nonfarm (urban or recreational) 
purposes in these three districts. 

Statewide, agricultural investor 
buyers paid most per acre in 1973-
an average of $321. Expansion 
buyers paid an average of $299 
per acre, and operating farmers paid 
an average of $285 per acre. Sales 
prices for individual districts in 
197 3 show that there was no district 
in which operating farmers paid 
the highest average price per acre. 
Expansion buyers paid most in the 
southwest district, and agricultural 
investors paid most in the southeast. 

Statewide, land of average quality 
sold for $280 per acre in 1973 and 
accounted for 48 percent of all 
sales (table 7). Corresponding fig-



ures for land of good quality were 
$390 and 35 percent and for land of 
poor quality, $194 and 17 percent. 
Land purchased by different types 
of buyers shows nonfarm investors 
(the largest group of buyers of 
poor quality land) gave relatively 
less consideration to quality, and 
agricultural buyers gave relatively 
greater importance to land quality. 
For example, expansion buyers were 
responsible for 39 percent of all 
purchases of good quality land. 
They paid an average of $386 per 
acre for this land. The same group 
also paid only $166 per acre for 
poor land which accounted for only 
15 percent of their 1973 purchases. 
Investor buyers are also willing to 
pay more for land of any quality 
than either of the two purely 
agricultural groups. 

The Minnesota rural land market 
remains distinctly local in character. 
The median distance of the buyer 
from the purchased tract is only 5 
miles (table 8). Sixty percent of all 
sales were to buyers living less than 
1 0 miles from the tract. Over 80 
percent lived less than 50 miles 
away. The proportion of sales to 
buyers less than 10 miles distant 
in the more agricultural southwest, 
west central, and northwest districts 
is higher than in the other districts. 
On the other hand, 28 percent of 
sales in the southeast district were 
to buyers who lived 10-49 miles 
away. Over half (52 percent) of 
sales in the east central district were 
to buyers living 10-299 miles away. 
Any distance in the I 0-49 miles 
range can be considered easy com
muting distance. Given good roads, 

Tabie 8: Classification of rural land sales by distance of buyer's 
residence from tract and by district, Minnesota 1973. 

Distance of buyer's residence from tract purchased in miles 
District Less 

than 300 and Median 
2 2-4 5-9 10-49 50-299 over distance 

-Percent of sales- Miles 
Southeast 19 21 15 28 11 6 7 
Southwest 22 35 17 15 9 2 4 
West central 23 28 15 15 13 6 4 
East central 18 10 10 26 26 10 15 
Northwest 25 24 15 20 6 11 5 
Northeast 19 7 12 28 14 21 17.5 

Minnesota 21 24 15 21 12 6 5 

Table 9: Average value per acre of rural land by respondents' estimates 
and reported sales, five- and seven-county metropolitan 
areas, Minnesota 1970-71 and 1972-73. 

County Respondents' estimates -Reported sales- Averages 
1970-1971 1972-1973 1970 1971 1972 1973 1970-711972-73 

-Dollars-
Carver 604 791 491 598 866 603 556 749 
Dakota 636 841 830 551 696 783 622 751 
Scott 428 702 412 575 562 788 509 713 
Washington 514 893 432 935 641 1,022 595 830 
Anoka 906a 602 1,030 837 b 963 757 

5 counties 575 826 584 642 724 776 610 757 

Chisago 261 457 446 358 442 521 395 471 

Wright 445 540 379 396 477 637 384 524 

7 counties 507 726 563 581 617 745 529 681 

a/ Average 1970-1973 
b! Insufficient data 
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some distances beyond 50 miles are 
"commutable." Thus, the figures for 
the southeast and east central districts 
are some indication of the extent of 
rural land purchases by commuters 
to the Twin Cities. 

Part II. The rural land market ill1l 
the Twin Cities metropolitan re
gion 

The influence of a large urban 
area on nearby rural land values is 
clearly demonstrated by studying 
the counties surrounding Minne
apolis and St. Paul. The two truly 
urbanized counties (Hennepin and 
Ramsey) are excluded from the 
analysis because of their high degree 
of physical urbanization and con
sequent gross distortion of rural 
land values. Outside these counties, 
two levels are analyzed: the five
county area comprising Anoka, Car
ver, Dakota, Scott, and Washington 
Counties; and a seven-county area 
including the five counties above 
plus Wright and Chisago Counties. 
The five-county area (plus Hennepin 
and Ramsey) comprise the officially 
designated Twin Cities Metropolitan 
Area. From findings relating to land 
values, we contend that this official 
area should include Wright and 
Chisago Counties for planning pur
poses. 

Population growth rates in the 
metropolitan counties are consider
ably above those for the state as a 
whole. However, the 1969 U. S. 
Census of Agriculture revealed that 
almost two-thirds of the five counties 
and almost 70 percent of the seven 
counties are still under some kind 
of farming use. 

On a county basis, respondents' 
estimates show a highly inflationary 
trend in land values between the 
2-year averages 1970/71 and 1972/ 
73 (table 9). For the five counties, 
there was an increase of from $575 
per acre to $826 per acre. The 
biggest increases occurred in Scott 
and Washington Counties. There 
was also a large increase during 
the same time for the seven-county 
area. 

While reported sales price aver
ages did not always come out as 
high as the estimates, the upward 
trend in values is still quite obvious. 



Of particular note is the seven
county increase from $529 per acre 
in 1970/71 to $681 per acre in 
1972/73. This reflects a big jump 
in prices paid for rural land in 
Wright County-from $379 per 
acre in 1970 to $637 per acre in 
1973. 

In 1973, agricultural investors ac
counted for the highest proportion 
of purchases in the five-county area 
at 39 percent (table 1 0). The cor
responding figure for the seven 
counties was 36 percent, and both 
figures represent considerable in
creases over 1972. If we include 

Table 10: Sales price and percent of sales by type of buyer, five- and 
seven-county metropolitan areas, Minnesota 1972-73 

Type of buyer Change 
Price per acre in price Percent of sales 
1972 1973 1972-73 1972 1973 

-Dollars- -Percent- -Percent-
Operating farmer 

5 counties 540 641 19 17 18 
7 counties 467 648 39 17 20 

Expansion buyer 
5 counties 451 621 38 9 19 
7 counties 439 599 36 13 17 

Investor (agricultural) 
5 counties 681 772 13 35 39 
7 counties 623 720 16 30 36 

Nonfarm user 
5 counties 1,017 1,106 9 39 24 
7 counties 822 1,068 30 40 17 

Figure 3. The Red River Valley and comparison areas 
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purchases by nonfarm users (24 
percent in the five counties and 17 
percent in the seven counties), it 
is evident that a majority of 1973 
purchases in the metropolitan region 
was for some kind of investment or 
nonfarm use, although the market 
share of nonfarm buyers declined 
significantly in 1973 over 1972. 
Much of the slack was taken up by 
farm expansion buyers. This indi
cates that the renewed vigor in the 
farm sector of the economy in 
1973 made it possible for farmland 
to compete with urban uses of 
land on relatively equal terms, even 
in the Twin Cities Metropolitan 
Area. 

Nonfarm users still paid, by far, 
the highest prices for land. Their 
average price paid increased in the 
seven counties from $822 per acre 
in 1972 to $1,068 per acre in 1973, 
but both expansion buyers and 
operating farmers were willing to 
pay more ·for land in 197 3 over 
1972. This indicates a strengthened 
demand for land for farming in the 
metropolitan region in 1973 over 
previous years. 

Further analysis revealed that 
poor quality land sold for more in 
the five-county area than did good 
quality land in 1973. In the seven 
counties, there was a more "normal" 
relationship between land prices and 
quality of land. This, perhaps, em
phasizes some dichotomy between 
the more urban five counties and 
the more rural seven counties. 

Part Ill. The rural land market in 
the Red River Valley 

The Northwest district can be 
divided into two parts of sharply 
differing quality and fertility. The 
western portion of the district com
prises the Red River Valley, an area 
of relatively fertile land and re
latively large-scale farming. The 
eastern portion is distinctly divided 
from the valley in land fertility and, 
consequently, in prices paid for land 
(see figure 3). 

The Red River Valley is parti
cularly subject to domestic and inter
national trends in farm product 
demand; 1973 marked a resurgence 
of economic prospects after several 
years of indifferent prosperity. Price 
paid per acre in 1972, at $151, was 
down from that paid in 1971. How
ever, the $201 per acre paid in 
1973 seems, more than any other 



single figure, to testify to the re
newed health of the agricultural 
economy in the valley (table 11 ). 
This is a 33 percent increase over 
1972. It reversed a decline in values 
which had prevailed since 1970. 
Prices paid in the nonvalley area 
are much less than those in the 
valley, but they also show a signi
ficant 15 percent increase over 
1972. 

In 1973, almost half the number 
of sales in the valley were of unim
proved land. This demonstrates the 
importance of expansion buyers in 
the land market. In fact, expansion 
buyers accounted for 90 percent of 
all purchases at an average price 
of $202 per acre (table 12). Their 
share of the market had slipped to 
a relatively low 69 percent in 1972. 
Expansion buyer activity clearly 
tends to dictate the terms of the 
market in the valley when the farm 
sector is healthy. 

Good and average quality land 
accounted for 88 percent of all 
valley sales in 1973 and for 75 
percent of nonvalley land sold. This 
further indicates the overwhelmingly 
agricultural nature of the demand 
for land in this area of the state. 
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Table 11: Number of sales, acres reported sold, and sales price per 
acre of rural land in the Red River Valley and nonvalley 
areas, northwest district, Minnesota 1971-1973. 

Item Red River Valley Nonvalley area 
1971 1972 1973 1971 1972 1973 

Number of sales, 50 53 76 67 53 77 
January-June 

Acres reported sold 12,770 16,741 19,164 17,085 13,802 27,594 

Sales price per 166 151 201 66 78 90 
acre (dollars) 

Change of sales -14 -9 33 -4 18 15 
price over 
preceding period 
(percent) 

Table 12: Percent of sales and price per acre by type of buyer, Red 
River Valley and nonvalley areas, Northwest district, Min
nesota 1972-73. 

Type of buyer 

Operating farmer 
Expansion buyer 
Investor (agricultural)* 

Red River Valley 
1972 1973 
% $ % $ 
21 134 5 154 
69 163 90 202 
10 102 5 219 

Nonvalley area 
1972 1973 
% $ % $ 
31 81 21 100 
54 81 65 89 
15 63 14 90 

*Excludes investor buyers for nonfarm purposes 

Issued in furtherance of cooperative extension work in agriculture and home econo
mics, acts of May 8 and June 30, 1914, in cooperation with the U.S. Department of 
Agriculture. Roland H. Abraham, Director of Agricultural Extension Service, Uni
versity of Minnesota, St. Paul, Minnesota 55101. 
John 1. Wdelti . - Editor 
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