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Land Values Jump by 10 Percent

J. H. Atkinson, Professor and Kim Cook, Research Assistant

fter four years of hardly

keeping up with inflation, Table 1. Average estimated land value per acre (tillable, bare land) and percentage
Indiana cropland values change by g_eographic area and land class, selected time periods, Purdue Land Values
jumped around 10% in the year end- survey, Indiana, July 1994.
ing in June 1994 according to the broiected
Purdue land values suryey. The Area Class Corn Dec. June Change ?.rojeétheTge
USDA reported a 7.8% increase for bu/A 1993 1994  12/93-6/94 1994  6/94-12/94
the year ending January 1. Likely $ $ % $ %
causes of strength in the land mar- North Top 146 1800 1962 38 1997 18
ket include low interest rates (affect- Average 116 1342 1397 a1 1415 13
ing both borrowers and equity Poor 87 036 969 35 980 11
investors), generally good yields in Transitional® 3950 4134 44 4259 3.0
Indiana in 1993, better than Northeast  Top 145 1660 1753 5.6 1781 16
expected corn and soybean prices Average 118 1265 1326 4.8 1340 11
and institutional buying of land. Poor 91 943 976 35 972 -0.4
Inflation concerns may also have Transitional* 3391 3569 5.2 3722 43
caused additional buying. W. Central  Top 150 1964 2049 43 2088 1.9
According to the Purdue survey, Average 125 1536 1600 4.2 1630 1.9
this is the seventh consecutive year Poor 99 1124 1155 2.8 1174 1.6
of increasing Indiana land values. Transitional® 3163 3288 4.0 3553 81
Average qua“ty |and Valueg are now Central Top 150 2007 2102 4.7 2148 2.2
58% above the low levels of 1987 but Average 125 1621 1687 41 1721 20
still nearly a third below the high of Poor 100 1254 1307 42 1340 25
1981. The number of farmland trans- Transitional’ 4945 5143 40 5641 9.7
fers in the 6 months prior to June Southwest  Top 155 1830 1893 3.4 1923 1.6
was estimated to be up by 41% of the Average 123 1331 1380 3.7 1421 3.0
Poor 91 872 900 3.2 917 1.9
respondents versus 30% last year. L
More land was thought to be on the Transitional 4109 4246 3.3 4448 4.8
market by 12% of the respondents Southeast  Top 139 1271 1310 3.1 1324 1.1
compared to 7.5% last year. The com- Average 1o %8 %9 3 1004 L
DR : : Poor 83 724 739 21 749 1.4
bination of more transfers and Transitional® 2404 2549 6.0 2587 15
slightly more land on the market Indiana Top 148 1814 1892 43 1925 17
tends to indicate that higher prices Average 120 1382 1439 41 1463 17
have pulled more land into the Poor 93 1005 1040 35 1053 1.3
market. Transitional® 3827 3994 4.4 4210 5.4
Statewide Land Prices ) )
. . . 1 Land moving out of agriculture
For the six months ending in June

1994, the value of average land was
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reported to have increased 4.1% -
somewhat more for top land and a
little less for poor quality land. Two-
thirds of the respondents reported
that some or all classes of land went
up from December 1993 to June
1994, up from a little over half last
year. Only seven people felt some or
all classes of land fell during that
period.

Statewide 12 month increases in
cropland values of 10 to 11% were
more than double last year’s
increases (Table 2). Land rated at
148 bushel corn yield was estimated
to have a value of about $1900 per
acre (Table 1) or around $13 per
bushel. Average land (120 bushel
corn yield rating) was valued at
$1439 while the 93 bushel poor land
was estimated to be worth $1040 per
acre. Land values per bushel of yield
rating were $12.78 on top land,
$11.99 on average land, and $11.18
on poor land. These per-bushel fig-
ures are $.87 higher than last year
on top land, $.95 higher on average
land, and $.99 higher on poor land.

Transition land moving into non-
farm uses increased 4.4% in the 6-
month period ending in June to
nearly $4000 per acre. This percent-
age increase is about the same as

Table 2. June 1993 and June 1994 average estimated land
value (tillable, bare land) and percentage change by
geographic area and land class, Purdue Land Values Survey,
July, 1994.

Land Value
Area Class June June Change
1993 1994 6/93-6/94
$ $ %
North Top 1761 1962 114
Average 1236 1397 13.0
Poor 845 969 14.7
Northeast Top 1519 1753 15.4
Average 1134 1326 16.9
Poor 815 976 19.8
W. Central Top 1856 2049 10.4
Average 1456 1600 9.9
Poor 1056 1155 9.4
Central Top 1920 2102 9.5
Average 1539 1687 9.6
Poor 1186 1307 10.2
Southwest Top 1919 1893 -1.4
Average 1359 1380 15
Poor 862 900 4.4
Southeast Top 1237 1310 5.9
Average 928 989 6.6
Poor 695 739 6.3
Indiana Top 1727 1892 9.6
Average 1304 1439 10.4
Poor 936 1040 111
Transitional® 3363 3994 18.8

2 Land moving out of agriculture
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Figure 1. Estimated Land Value and Cash Rent, Average Land,
1975-1994, Purdue Land Values Survey
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Table 3. Land value per bushel of estimated corn yield, Purdue Land Values Survey, Indiana, July 1994.
Land Class
Area Top Average Poor
1993 1994 % Change 1993 1994 % Change 1993 1994 % Change

North $12.31 $13.44 9.2 $11.04 $12.04 9.1 $10.06 $11.14 10.7
Northeast 10.70 12.09 13.0 9.86 11.24 14.0 9.16 10.73 17.1
W.Central 12.54 13.66 8.9 11.74 12.80 9.0 11.00 11.67 6.1
Central 12.97 14.01 8.0 12.51 13.50 7.9 11.86 13.07 10.2
Southwest 12.79 12.21 -4.5 11.52 11.22 -2.6 9.69 9.89 21
Southeast 9.16 9.42 2.8 8.51 8.99 5.6 8.18 8.90 8.8
Indiana 11.91 12.78 7.3 11.05 11.99 8.5 10.29 11.18 8.6

reported for farmland but the 12-
month increase, at 18.8%, was
nearly double that of farmland
(Table 2). Estimates for transitional
land ranged from under $1000 to
$17,000 per acre, thus the year-to-
year change may not mean much.
The 6 month change is based on esti-
mates of the same persons, and
therefore is likely to be more reliable.

Statewide Rents Rise 3 to 5 Percent
Cash rents increased statewide from
1993 to 1994 by $4 per acre on top
land, $5 per acre on average land
and $2 per acre on poor land
(Table 4). These increases in percent-
age terms represent increases of 3%
to 5%.

The estimated cash rent on aver-
age land was $94 per acre, $118 on

Values Survey, Indiana, July 1994,

Table 4. Average estimated cash rents, bare tillable land, 1993 and 1994, Purdue Land

Rent/bu.of Rent as a % of
Rent/Acre_  Change Corn June Land Value
Corn 1993 1994 '93-'94 1993 1994 1993 1994
Area Class bu/A $ $ % $ $ % %
North Top 146 116 120 34 0.81 0.82 6.6 6.1
Average 116 89 93 4.5 0.79 0.80 7.2 6.7
Poor 87 65 66 15 0.77 0.76 7.7 6.8
Northeast Top 145 104 109 4.8 0.73 0.75 6.8 6.2
Average 118 78 86 10.3 0.68 0.73 6.9 6.5
Poor 91 60 65 8.3 0.67 0.71 7.4 6.7
W. Central Top 150 126 133 5.6 0.85 0.89 6.8 6.5
Average 125 102 109 6.9 0.82 0.87 7.0 6.8
Poor 99 81 84 3.7 0.84 0.85 7.7 7.3
Central Top 150 125 129 3.2 0.84 0.86 6.5 6.1
Average 125 103 107 3.9 0.84 0.86 6.7 6.3
Poor 100 82 84 24 0.82 0.84 6.9 6.4
Southwest Top 155 114 115 0.9 0.76 0.74 5.9 6.1
Average 123 85 89 4.7 0.72 0.72 6.3 6.4
Poor 91 66 66 0.0 0.74 0.73 7.7 7.3
Southeast Top 139 84 87 3.6 0.62 0.63 6.8 6.6
Average 110 65 67 3.1 0.60 0.61 7.0 6.8
Poor 83 47 49 4.3 0.55 0.59 6.8 6.6
Indiana Top 148 114 118 35 0.79 0.80 6.6 6.2
Average 120 89 94 5.6 0.75 0.78 6.8 6.5
Poor 93 69 71 29 0.76 0.76 7.4 6.8

top land, and $71 on poor land. Rent
per bushel of estimated yield was
$.80 on top land, $.78 on average
land, and $.76 on poor land. Cash
rent on top land in 1994 was 14%
below the record 1981 level.

Statewide, cash rent as a percent-
age of estimated land value declined
a little for the second consecutive
year. Average figures are 6.2% for
top land 6.5% for average land, and
6.8% for poor-quality land (Table 4).
These declining percentages are the
result of greater increases in land
values than in cash rents (Figure 1).
This percentage on average land has
varied over the past 20 years from
4.8in1979t08.1in 1986. The
recent tendency for land values to
increase more than cash rents is not
expected to continue.

Northern Areas had the Most
Increase

Increases in the value of farmland
by areas (Figure 2) from December
1993 to June 1994 generally fell in
the narrow range of 3% to 5%
(Table 1). Increases for poor land
were less than for top and average
land except in the central area.

For the year ending in June 1994
the greatest increases in all classes
of farmland were in the northeast
(15% to 20%) followed by the north
with 11% to 15% increases (Table 2).
Increases of around 10% were
reported in the central and west cen-
tral areas. The only decline was on
top land in the southwest, with
small increases reported for top and
average land in that area.
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The highest valued top quality
land was in the north, west central,
central and southwest areas. These
average estimates ranged from
about $1900 to $2100 per acre
although corn yield ratings ranged
from 146 (north) to 155 bushels
(southwest). Average quality values
were similar in the central and west
central areas ($1600 to $1687 per
acre) but considerably lower in the
north and southwest. Both of these
areas have some land of excellent
quality but in general land quality is
lower than in the central and west
central areas.

Land values per bushel of corn
yield estimates (land value divided
by bushels) on top land were in the
range of about $13.50 to $14.00 in
the north, west central and central
areas (Table 3). Both top and

average land values per bushel were
similar in the northeast and south-
west - a little over $12 on top land
and $11.25 on land of average qual-
ity. Lowest values, around $9, were
in the southeast. Land values per
bushel tended to decline in all areas
as land quality (corn yield estimates)
declined. While these per bushel val-
ues have been increasing since 1987,
they still are much lower than in
1981, the peak year of land values.
For example, the per bushel esti-
mate for average land in central Indi-
ana was $21.50 in 1981, about $9.50
in 1987 and currently is about
$13.50.

Except in the southeast and on
top land in the southwest, cash rents
increased by $4 to $8 per acre on top
and average land and generally less
on poor land (Table 4). The highest

Figure 2. Geographic Areas Used in the Purdue Land Values Survey
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percentage increases were for aver-
age land in the northeast (10.3%)
and the west central area (6.9%).

Cash rents were highest in the
west central and central areas -
$133 per acre and $129 respectively
for top land, $109 and $107 per acre
for average land. Cash rent per
bushel was also highest in these
areas, ranging from 84¢ to 89¢. The
per-bushel rent for top land was 82¢
in the north, about 75¢ in the north-
east and southwest, and 63¢ in the
southeast. These rates declined by a
few cents per bushel as land quality
declined.

Cash rent as a percentage of land
value declined again except for a
slight increase on top land in the
southwest. This rate of return was
mostly in the range of 6.1% to 6.9%
in all areas. There was some ten-
dency for the rate to increase as land
quality declined.

Respondents’ Outlook

This is the third year in which
respondents have become a little
more optimistic that farmland val-
ues would rise by year-end. Fifty-
two percent expect some or all
classes of land to increase, up from
43% last year and a fourth in 1992.
Only 6% of the respondents expect a
decline in values while 40% expect
no change. The average expected
increase was small in all areas of the
state - mostly under 2.5% (Table 1).
If this rate of increase occurred and
continued through the first half of
1995, the annual rate of increase
would be only half of the 1993-94
rate.

Respondents were also more opti-
mistic about the longer run (5 year)
outlook for land values, with 88%
expecting increases, up from 79%
last year. Ten percent expected no
change and 2% expected declines.
The modest average increase of 9.5%
over the five years compares with
7.4% last year.

Respondents were asked to esti-
mate annual averages over the next
five years for corn and soybean
prices, the farm mortgage interest
rate, and the rate of inflation. The
five-year projections they made since
1984 are shown in Table 5.
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Both corn and soybean price
expectations rose, for beans, the first
time in 6 years. Inflation and inter-
est rate expectations also rose
slightly, probably reflecting recent
interest rate increases and more

Table 5. Estimated 5 Year (1994-98)
Averages, Corn and Soybean Prices
and Interest and Inflation Rates,
Purdue Land Values Survey, July 1994.

Prices, $/bu. Rates, %/yr.
Year Corn Beans Interest Inflation
1984 $3.13 $7.35 13.3 6.5
1985 270 6.13 12.3 5.1
1986 2.32 543 11.0 4.2
1987 2.16 5.62 10.7 4.5
1988 250 6.82 10.9 4.6
1989 248 6.55 11.0 4.7
1990 261 6.22 11.0 4.6
1991 247 6.07 10.4 4.2
1992 252 6.04 9.5 3.8
1993 235 5.96 8.7 3.8
1994 248 6.18 8.9 3.9

talk about possible increases in infla-
tion. Ironically, application of the
“cure” for inflation (higher interest
rates) well before any evidence that
inflation is getting worse seems to
have convinced the public that there
is, indeed, greater probability of
more inflation.

Two factors having a positive
influence on land values have
changed since mid-year 1993. First,
interest rates have increased and
are widely expected to rise even
more. Second, crop prospects are bet-
ter now than a year ago raising the
prospect of increasing grain stocks
in 1995 and beyond. The resultant
pressure on corn and bean prices is
aggravated by uncertainty about
lower government support for farm-
ing in the 1995 farm bill. In the pres-
ent setting, the following statement
from last year’s report still seems
appropriate: “We believe that there
is more upside potential in land val-
ues than there is downside risk,

even though, in the short run, slight
decreases might occur.”
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The land values survey was made
possible by the cooperation of profes-
sional farm managers, appraisers,
brokers, bankers, county extension
educators, and persons representing
the Farm Credit System, the Farm-
ers Home Administration, ASCS
county offices, and insurance compa-
nies. Their daily work requires that
they keep well-informed about land
values and cash rent in Indiana. The
authors express sincere thanks to
these friends of Purdue and Indiana
agriculture. They provided over 400
responses representing most of
Indiana’s counties. We also express
appreciation to Sandy Dottle of the
Department of Agricultural Econom-
ics for her help in conducting the sur-
vey and to Professors Chris Hurt and
Lee Schrader for their review of this
report and helpful suggestions.

The Economic Impact of Hog Production in Indiana, 1991

Kevin T. McNamara, Associate Professor and Kenneth A. Foster, Assistant Professor

ork production is an

important component of

Indiana’s economy. Total
Indiana hog production was
1,742,315 thousand pounds in 1991
(Indiana Agricultural Statistics), an
increase of about 5% over 1990 pro-
duction and 11% over 1985 produc-
tion. Indiana’s 1991 hog production
had an estimated value of $828.1
million.

Hog production in Indiana stimu-
lates income and employment that
impacts almost every sector of the
state’s economy through linkages to
both input suppliers and households.
Pork producers purchase feed, land,
facilities, equipment and a variety of
business services in order to produce
hogs. These purchases generate
income and employment growth in
the economy as suppliers hire and
pay people to produce the inputs
they sell to pork producers. The pork
industry also generates direct

income and employment by hiring
people to manage hog production
facilities. These impacts are called
indirect impacts.

The economic impact of hog pro-
duction is spread further through
the economy as households that earn
income from hog production make
purchases of goods and services for
household consumption. The econ-
omy experiences further impacts as
households. These household spend-
ing impacts are called induced
impacts. Indiana’s 1991 hog produc-
tion stimulated a total income
impact of $123,883,760 and total
employment of 11,226 jobs.

The $828.1 million in Indiana
pork production in 1991 stimulated
an estimated $1,392,284,500 in total
economic activity through the pur-
chase of goods and services from
allied industries and through the
family purchases of households that
earn income from pork production.

Sectors that were impacted by pork
production include $52,832,780 in
the grain production industry,
$8,993,166 in machinery production,
$361,809 in chemical and allied
product production and $422,333 in
construction. The pork production
sector also supplied itself with an
estimated $124,215,000 in pigs and
hogs for production of the 1991 crop.
Hog producers purchased
$49,222,264 in financial, real estate
and insurance services, contracted
an estimated $26,300,456 in trans-
portation services and purchased
$24,205,363 in supplies from
wholesale and retail suppliers.






