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Introduction

The original colonization of  the American South was motivated by its geographic potential to

produce agricultural staples for the world market.  For the first three centuries of  history under Euro-

pean settlement, the American South made its living growing agricultural staples.  The economic base for
the South was row-crop agriculture integrated into a global economy.

The South was slow to industrialize, but by the mid-twentieth century, industrialization was well
underway in the South.  The first industrialization was often tied to processing the South�s raw agricul-

tural commodities.  This industrialization added value to the South�s agricultural products, but it did

little to change the way the real estate market in the South was fundamentally tied to returns to land
from row-crop agriculture.  Only in the second half  of  the present century, as the South�s economy

diversified to include such manufactured goods as automobiles and tires and such consumer amenities as

resort and retirement services, did significant factors external to row-crop agriculture come into play in
determining land prices in the South.

As the South has urbanized, land prices on the rural-urban fringe have accelerated. Farmers who
own their own land free and clear may see an increase in land values as a plus because it increases their

collateral and, thus, their access to working capital.  But those increases in land prices also mean that the

implicit cost of  using that land for row-crop production goes up since they forgo the returns that might
be had from selling the land and investing the proceeds in other ways. The fact they farmers may own

equipment and other assets that are specific to row crop production but which have relatively low local

resale value will tend to preclude conversion of  farmland to urban uses for some time. Yet as urban
infrastructure is extended into the countryside and as old farm assets wear out, economic forces will

cause the South�s row-crop agriculture to be confined to smaller and smaller enclaves.

Focus of Study

The question asked in this study is in what places in the South in 1992 were land prices low enough
to make it feasible to expect at least a modest positive return on the implicit asset value of  land.

This report attempts to provide an approximate answer to that question by using crop enterprise
budgets produced by Cooperative Extension agricultural economists in various Southern states to

compute prototypical returns to land, management, and risk for various major commodities in each

county in the South.  We then compare those returns to the average per-acre value of  farm real estate in
the 1992 Census of  Agriculture.  The methodology is spelled out in greater technical detail below, but it

is not a methodology capable of  producing highly refined maps.  So, the answer must be termed an

approximate one.  Yet the results broadly confirm the hypothesis that places with land costs feasible for
row-crop agriculture are now geographically limited in the South.
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Methodology

Methodological Framework

The basic methodology used in this study involved calculating the returns to land from traditional

row crops for representative farms in various types of  farming regions in the South, capitalizing those

returns at selected discount rates, and comparing the capitalized values to the mean price of  farm land in
each county.

The sources for the returns to land are crop enterprise budgets.  At least since the 1930s, agricultural
economists have been routinely developing enterprise budgets for major agricultural activities.  These

budgets lay out and assign costs to the various variables and fixed inputs needed to achieve a given level of

yield in specific types of  farming regions.  Some of  the older enterprise budgets were based on time and
motion studies, but most today are based on the so-called representative farm model.  Extension agricul-

tural economists in almost every land-grant university maintain and update budgets keyed to the main

farming regions and enterprises in the United States, and often today the budgets can be accessed through
university� web pages [a].  For economic historians, the enterprise budgets are a valuable tool because

they allow reasonably accurate estimates of  the cost of  production in various places at various points in

time.

We make use of  those enterprise budgets in this study to calculate the returns to land, management

and risk from major commodities produced in each Southern state in 1992.  In some states, a nominal
fixed charge for land is included in the budgets.  Where that was the case, the nominal charge and

calculated it as a residual as return to land, management and risk has been removed.  The primary interest

is in returns to land, and ideally, the isolation of  the returns to land from those to risk and management.
It is difficult, however, to know what proportion of  the residual return to land, management, and risk

should be set aside for management and risk.  Consequently, this study assumes zero returns to manage-

ment and risk and treats the entire residual as a return to land.  The general effect of  this rather heroic
assumption is to overstate by some magnitude the maximum per-acre price of  land that will yield a given

target return.

In many cases, budgets exist for different types of  production processes.  For example, budgets often

exist for irrigated and non-irrigated production.  Where that is the case, this study consistently uses those

budgets that yield the highest return, and in almost all cases, those budgets are for irrigated crops.  The
net effect of  doing so is to include as feasible areas where any existing production process would allow

profitable row-crop production.

The enterprise budgets also have been modified in one additional way.  Generally, the various

budgets assume a per-acre yield representative for an entire type-of-farming area.  In order to take some

account of  differences in soils and other conditions, this study recalculates the budgets using the average
per-acre yields for each county reported in the 1992 Census of  Agriculture.
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The Census of  Agriculture reports the mean value of  land and buildings by county, and hence it is

possible to obtain a value of  farm real estate per acre for agricultural census years.  There are at least two
problems with these census data�the data are the subjective estimates of  respondents and do not neces-

sarily reflect the values at which farm real estate transactions are occurring.  And the figure reported is a

value for land and buildings, and hence, a figure that is not directly comparable with the maximum
cropland prices.  Yet, because the study also ignored risk and management, calculations from the enter-

prise budgets somewhat overestimate the return to land alone.  Also, given that the census real estate

values overstate land prices, the imprecision in the numbers tends to be compensating (see Limitations of
Analysis).

Within the framework of  this relatively simply methodology, we have calculated the maximum
price that can be paid for crop land if  the target goal is a 4, 8, or 15 percent return on the implicit value

of  land.  Those maximum prices are then compared to the per-acre value of  farm real estate from the

1992 Agricultural Census to produce the maps in this report.

This study also examined the changes that have taken places in the geography of  land prices and

returns from row-crop Southern agriculture since mid-century.  Using the same methodology with
enterprise budgets and the 1959 Census of  Agriculture, it is possible to compare changes between 1959

and 1992.  The time constraints for this research have precluded complete analysis of  those changes, and

as of  this writing maps based on data for the late 1950s to early 1960s have been produced for only six
states.  Nevertheless, the report includes maps for those six states and offers some preliminary observa-

tions on the amount and significance of  the geographic change.

Because of  space limitations, this report highlights those counties in the 12 Southern states that were

positioned to realize a 4 percent return on the value of  land in 1959 or 1992.  (Maps for counties that

realized an 8 or 15 percent return can be found in the larger report on the SRDC web site at http://
www.ext.msstate.edu/srdc/pubs/rdissues.htm.)

Limitations of Analysis

The imprecise estimates of  returns to land and the imprecise data on farm land prices noted above

are important limitations on the analysis and should be kept in mind when examining the attached
maps.  As also noted above, the resulting errors introduced tend to be offsetting in only a rough way.

Without doubt, these errors mean a certain imprecision in mapping areas where various types of  row-

crop agriculture is feasible.

Another limitation, and perhaps a more serious one, results from lack of  data on the distribution of

farm real estate values around the county means.  If  both farm real estate values and yields are distributed
normally around the county mean, there is no problem.  But, if  the distribution of  either is skewed,

misidentification of  counties is possible.  The problem seems to be most obvious in counties where

government supply control programs for tobacco and peanuts may have skewed the land price distribu-
tion so that there are substantial amounts of  farm land available at prices well below the county mean.
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A further limitation arises out of  the imperfect nature of  census estimates of  farm real estate values

as proxies for the market value of  raw farmland.  There are reasons to expect that the value of  buildings,
fences and other immobile real estate values are likely to represent a greater proportion of  the total value

of  farm real estate in counties where the average size farm is relatively small or where livestock agricul-

ture enterprises are a significant part of  local agriculture.  In the former case, smaller farms also are likely
to be in the counties where land values are highest.  To the extent that there are systematic biases in

reported farm real estate values as proxies for farmland values, misidentification of  counties where row-

crop agriculture is potentially profitable is likely.

Note that no analysis is presented at this time for Florida.  Florida poses several problems for

analysis of  this type, some arising from the nature of  Florida agriculture and some from the nature of  the
Florida enterprise budgets.  Much of  Florida�s agriculture involves either growing multiple crops in a

single year on the same land or producing citrus with its longer than one year production cycle.  None

of  these problems are beyond solution, but because they require a more complex set of  calculations, it
was not possible to complete analysis for Florida at the time of  this writing.

Plan of Report

First, this report presents tables showing the base data and calculations and maps for the six states

where analysis has been performed for 1992 only.  The states are Alabama, Kentucky, Mississippi,

Oklahoma, Texas, and Virginia.  Then, the study presents in similar order and format the analysis for the
six states for which it has been possible to examine the data in both 1959 and 1992 (Arkansas, Georgia,

Louisiana, North Carolina, South Carolina, and Tennessee).  For these states, brief  comparisons of  the

changes from 1959 to 1992 are offered.

State-by-State Results, 1992

Alabama

The 1992 Census of  Agriculture shows the highest farm real estate values to be concentrated in
northeastern Alabama, with those valves peaking in the Birmingham metropolitan area (see Map 1).

Relatively high values are also shown in the counties adjoining Mobile Bay.

Analyses of  returns were performed for three major row crops�corn, cotton, and soybeans.  Those

results show that there were only seven counties in which a 4 percent return producing soybeans ap-

peared to be feasible (see Map 2).  Excepting Blount County northeast of  Birmingham, these counties
appear to be located in the so-called Black Belt in west central Alabama and in the rural portions of

southeastern Alabama near the Georgia and Florida lines.
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Kentucky

The highest rural land values in Kentucky in 1992 were in a group of  counties that lay within a

triangle whose corners are Louisville, Lexington, and Cincinnati (see Map 3).  Other centers of  relative

high values were associated with urbanization in the Owensboro area.  In general, rural land values
declined moving toward the south and west in Kentucky.  The result is a rather large expanse of  counties

in Kentucky with relatively low farmland values.

In Kentucky, in 1992, returns to land were examined for corn, soybeans, and wheat.  That analysis

shows that row-crop production had the potential to yield at least a 4 percent return to land in 1992 in

every county of  Kentucky except the mountain counties of  the east.  There were possibilities for an 8
percent return from corn and/or soybeans in more than half  of  Kentucky�s counties in 1992 and possi-

bilities for as much as a 15 percent return in a few scattered counties along the Tennessee River in

western Kentucky, along the Tennessee border, and in northeastern Kentucky.

Mississippi

Analysis was performed for Mississippi focusing upon corn, cotton, rice, sorghum, soybeans, and

wheat.  The analysis shows that none of  the counties offered a potential for at least a 4 percent return

growing corn or rice, but well over half  the counties in Mississippi remained available for potentially
profitable production of  at least one of  major row crop in 1992 (see Map 6).  In general, counties where

production did not appear feasible were east of  a north-south line running through Jackson.  Most of  the

Mississippi Delta showed potential for yielding 8 or even 15 percent returns producing cotton and/or
soybeans.  Indeed, Mississippi appears to be one of  the southern states where land prices are compatible

with potentially highly profitable row-crop agriculture in much of  the state.

Oklahoma

Farmland values in Oklahoma in 1992 were highest in the counties around Oklahoma City and
Tulsa and lowest in those of  the panhandle (see Map 7).  In general, farmland values declined from east to

west in Oklahoma, although there were a few counties east of  Oklahoma City where values were

relatively low.

Returns to land in Oklahoma for 1992 were examined for cotton, sorghum, soybeans, and wheat.

The maps show that it was possible to expect at least a four percent return to land from growing soy-
beans in almost half  the counties, mostly in eastern Oklahoma where yields were relatively high (see

Map 8).  There were no counties with potential for a 4 percent or better return producing the other

crops.  There was a potential for an 8 percent or better return to land from soybeans in 13 counties,
mostly in central Oklahoma, but including Texas County in the panhandle.
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Texas

The highest farmland prices in Texas in 1992 were in the east, in the Dallas-Forth Worth area, and

south and east of  a line from Dallas to Austin  (see Map 9).  A substantial part of  Texas west of  that line

had farmland values below $430 per acre, although a few scattered counties in the panhandle had some-
what higher mean values.

Returns to land in Texas for 1992 were calculated for corn, cotton, sorghum, and wheat.  None of
these crops, except sorghum, showed a potential to produce a minimum of  a 4 percent return in any

Texas county in 1992 (see Map 10).  A 4 percent return to land growing sorghum appeared feasible in

several counties in the panhandle, in three counties near Wichita Falls in the Red River Valley, three
counties west of  San Antonio, in two counties in East Texas, and in a few counties on the gulf  south of

Houston.  An 8 percent return producing sorghum was feasible in the panhandle and Red River Valley

counties, as well as in Uvalde County, and as much as a 15 percent return seemed feasible in some of  the
northern tier counties of  the panhandle, as well as in Hall and Clay counties.

Virginia

Compared to most of  the other Southern states, farmland values were relatively high across most of

Virginia in 1992, with median values approaching $5,000 per acre occurring in some northern Virginia
counties near the Washington, D.C. metropolitan area (see Map 11).  Relatively high farmland values

were also noted in Washington/Richmond corridor, in the Tidewater counties, and in the valley from

Bristol to Winchester.

Returns to land for Virginia�s representative farms in 1992 were calculated for corn and cotton.  The

results showed that the minimum 4 percent return to land did not appear to be feasible in any Virginia
county in 1992.  It should be noted, however, no double-cropping budgets were used, and the possibility

of  projects for double-cropping small grains and soybeans remain open.  Also, the major row-crops in

Virginia are peanuts and tobacco, crops for which the government supply control programs have the
potential to distort the distribution of  land values around the county mean.  Moreover, Virginia has a

significant livestock agriculture. Hence, farm land values may be overstated in farm real estate values.

Therefore, some caution is in order in interpreting the Virginia analysis to suggest that traditional row-
crop agriculture is no longer feasible in Virginia due to land costs.

State-by-State Results, 1959 and 1992

Arkansas

Mean county farm real estate values in Arkansas in 1959 ranged from $32 to $306 per acre, with the
highest values in the highly productive cropland along the Mississippi and Arkansas rivers (see Map 13).

A secondary area of  relatively high land values was found in the northeastern corner of  the state around

Fayetteville.  By 1992, mean county farmland values had risen from a low of  $458 per acre to a high of
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$1,840, and the geography of  farmland values had shifted toward the west and the Ozark counties of

northern Arkansas, possibly reflecting the demand for land for retirement homes (see Map 14).  Rela-
tively high farmland values were also reported for 1992 in the areas around Magnolia and El Dorado near

the Louisiana border and around Hot Springs.

Analyses of  returns in Arkansas were performed for corn, cotton, oats, soybeans and wheat in 1959

and 1992.  Results showed that row crops had the potential to yield at least a 4 percent return in every

county of  Arkansas in 1959 except Columbia and Union (see Map 15).  At least 8 percent returns were
feasible in every Arkansas county except Columbia, Union and Garland in 1959, and 15 percent returns

in every county except those named above plus Hot Spring, Sevier, and Van Buren.

The 1992 analyses showed very marked change.  Four percent returns appear to be feasible in 1992

in only 14 Arkansas counties, 13 of  which are in the Mississippi and Arkansas-White river valleys (see

Map 16).  Only four counties in the Arkansas River Valley downstream from Little Rock showed
potential for a 4 percent return from row crops.

Georgia

As shown in Map 17, the mean county farm real estate values in Georgia in 1959 ranged from $42

to $519 per acre, with the highest values in the counties near Atlanta and Chatham County, the location
of  Savannah.  Mean values in every other Georgia county in 1959 were below $230 per acre and were less

than $100 per acre in a broad swath of  counties across middle Georgia.  By 1992, the range of  mean

county farm real estate values had risen to a low of  $467 and a high of  $6,701 per acre (see Map 18).
Generally, mean county values were above $1,000 per acre in almost all counties in north Georgia with

values declining generally toward the south and southeast.  The geography of  Georgia farm real estate

value in 1992 reflects both the growth of  the Atlanta urban center and the demand for second or retire-
ment homes in the north Georgia mountains.

Returns were examined for Georgia in 1959 and 1992 for corn, cotton, and soybeans.  Even though
land values were relatively low in Georgia in 1959, yields were also relatively low, and only about 20

percent of  Georgia�s counties showed a potential for a 4 percent return from row crops and only for

soybeans (see Map 19).  Except for a group of  counties concentrated in northeast Georgia, there was no
particular geographic pattern to the location of  these counties.  Although the number of  counties

declines as the rates of  required return increases, the geographic pattern for Georgia in 1959 remains

diffused.  Thirteen counties showed a potential for yielding a 15 percent return producing soybeans.

By 1992, the geographic pattern of  counties where there was potential for at least a 4 percent return

producing row crops had shifted considerably (see Map 20).  The analysis showed that no counties in
north Georgia appeared to be viable for profitable row-crop production in 1992.  The potential existed

for at least a 4 percent return to land growing cotton in a group of  counties in south (mostly southwest)

Georgia.
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As in Virginia, it is likely that farm real estate values in some Georgia counties are distorted by the

existence of  peanut and tobacco quotas attached to the land, especially in south Georgia.  Consequently,
the 1992 Georgia maps may well understate the counties where profitable row-crop agriculture is

possible.

Louisiana

Mean parish farm real estate values in Louisiana in 1959 ranged from a low of  $87 to a high of
$2,697 per acre with the highest values concentrated along the Mississippi in southeastern Louisiana (see

Map 21).  By 1992, the range of  parish means had increased to a low of  $550 to a high of  $30,680, the

latter being in Orleans Parish.  The basic geography of  relative land values did not shift significantly;
however, and the higher values continued to be found in the parishes of  southeastern Louisiana (see Map

22).

Returns from row crops in Louisiana in 1959 were estimated using budgets for corn, cotton, oats,

soybeans and wheat.  There were no parishes in Louisiana in 1959 where a 4 percent return growing row

crops was not feasible (see Map 23), and an 8 percent return appeared to be feasible in all but 10 parishes.
A 15 percent return appeared to be feasible in 1959 in most of  the parishes of  north Louisiana.  The 1992

returns were estimated using budgets for cotton, rice, sorghum, soybeans and wheat.  That analysis shows

that a 4 percent return appeared to be feasible only in the parishes of  northeastern Louisiana and along
the Mississippi down to about Baton Rouge (see Map 24).  A 4 percent return also appeared to be feasible

in two parishes in extreme northwestern Louisiana.  An 8 percent return appeared to be feasible in 1992

in only five parishes of  northeastern Louisiana along the Mississippi and Red rivers.  There were no
parishes in Louisiana where a 15 percent return appeared feasible in 1992.

North Carolina

Perhaps in no Southern state was the geographic shift in relative farmland values between 1959 and

1992 more dramatic than in North Carolina.  County mean farm real estate values in North Carolina in
1959 ranged from a low of  $74 to a high of  $448 per acre, with the higher values generally concentrated

in the counties of  the coastal plain of  eastern North Carolina (see Map 25).  In 1992, county mean farm

real estate values ranged a low of  $640 to a high of  $5,844 per acre, with the relatively low values concen-
trated in the counties of  the coastal plain (see Map 26).  In 1959, the lower mean values tended to be

concentrated in the Piedmont and the western mountains, but in 1992, the higher values were in these

places.  This shift almost certainly reflects both the growth of  Piedmont urban centers like Charlotte,
Greensboro, and Raleigh and the growing demand for retirement and second homes in the North

Carolina mountains.

Returns were examined for corn and cotton in North Carolina in 1959 (see Map 27).  The results

show that 4 and 8 percent returns to land from row-crop production were feasible in every county in

North Carolina in 1959 and 15 percent returns in all but five counties.  Given that the existence of
tobacco quotas capitalized into land values undoubtedly influenced farmland values in North Carolina, it

appears that row-crop agriculture was potentially profitable across almost all of  North Carolina in 1959.
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Analysis of  returns to land from row crops in North Carolina in 1992 reveals a very different

picture.  Analysis, performed using budgets for corn, cotton, soybeans and wheat, showed that a four
percent or higher return was feasible only in a few scattered counties of  the coastal plain, plus Burke

County in western North Carolina (see Map 28).  An 8 percent return appeared to be feasible only in six

counties, all of  which, except Hoke, were in extreme eastern North Carolina.  A 15 percent return
appeared feasible only in Pamlico County.  These results may well be a result, in part, of  the influence

on farmland values in North Carolina of  tobacco and peanut quotas, but the remarkable change from

1959 to 1992 in unlikely to be rooted in the government supply control programs for these commodities.

South Carolina

Mean county farm real estate values in South Carolina ranged from a low of  $67 to a high of  $321

per acre in 1959 with the highest value in the tobacco-producing counties in northeastern South Carolina

(see Map 29).  The geographic shift in farmland values in South Carolina between 1959 and 1992 gener-
ally followed the same pattern observed for North Carolina.  By 1992, mean county farm real estate

values ranged from a low of  $645 to a high of  $2,953 per acre, with the highest values in the Piedmont

counties of  the upstate and in the counties along the coast (see Map 30).  As in North Carolina, the shift
seems to reflect both the impact of  urbanization and the demand for resort or retirement properties.

Returns to land from row-crop production in South Carolina in 1959 were examined for corn,
cotton, soybeans and wheat.  The results show that 4 percent or higher returns was feasible in about half

of  South Carolina�s counties, including almost all of  the counties of  the South Carolina coastal plain (see

Map 31).  While the maps show a 4 percent return was not feasible in Georgetown and Horry counties,
the distortions in land values associated with tobacco quotas must be taken into account.

By 1992, the shift in rural land prices had changed the potential for profitable row-crop agricultural
dramatically in South Carolina.  A 4 percent return appeared feasible in only three counties of  the upper

coastal plain (see Map 32), and an 8 percent return in only one county.  On the basis of  mean county

farm real estate values, it appears that there was no place in South Carolina were it was feasible to expect
a 15 percent return to land from row crops in 1992.  As in North Carolina, the fact that tobacco quotas

are capitalized into farmland values may produce some distortion in the picture that emerges for South

Carolina.  Yet, is it clear that rising farmland prices in South Carolina are squeezing row-crop agriculture
into smaller and smaller enclaves.

Tennessee

Map 33 reveals that farm real estate values in Tennessee in 1959 were highest in East Tennessee, in

the Middle Tennessee counties around Nashville, and in the West Tennessee counties along the Missis-
sippi River.  Mean county values ranged from $43 to $400 per acre.  By 1992, mean county farm real

estate values had risen and ranged from a low of  $514 to a high of  $3,050 per acre, but the geographic

pattern of  relative values appears to have remained rather stable (see Map 34).
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Crop enterprise budgets for corn, cotton, soybeans and wheat were examined to obtain returns to

land for 1959.  The results show that a minimum 4 percent return from row-crop production appeared to
be feasible in every county in Tennessee in 1959 with the possible exception of  Houston County where

some data problems were experienced (See Map 35).  An 8 percent return appeared to be feasible in

almost every county as well, although the impact of  burley tobacco quotas upon land prices in some
East Tennessee counties creates some distortion in the analysis.  A 15 percent return appeared to be

feasible in about three-quarters of  Tennessee counties in 1959, the exceptions most notably being in East

Tennessee and in counties where land values were influenced by the urban centers of  Nashville and
Memphis.

The map showing Tennessee counties where at least a 4 percent return from row-crop production in
1992 resembles the map showing Tennessee counties where a 15 percent return appeared feasible in 1959

(see Map 36).  Counties where an 8 percent return appeared feasible in 1992 were largely concentrated in

West Tennessee and in southern Middle Tennessee.  A 15 percent return from cotton appeared to be
feasible in 1992 in four West Tennessee counties, and from soybean production in Smith, a small county

east of  Nashville.  Although the impact of  urbanization in East Tennessee, in the Nashville basin, and

around Memphis has squeezed the geography or row-crop production in Tennessee, the impact appears to
have been considerably less in Tennessee than many other Southern states.

Conclusions and Implications

While the methodology used in this study was straightforward, its implementation required the use

of  somewhat crude tools.  As emphasized earlier, this analysis may have produced imprecise results.  It is

unlikely that counties have been identified as places where row-crop agriculture is feasible when, in fact,
it is not.  But for a variety of  reasons, some particular counties may have been identified as places where

land prices are too high to make a profitable row-crop agriculture feasible, yet they may have significant

amounts of  cropland available at prices which possibly yield attractive rates of  return.  In drawing any
conclusions from this analysis, too much weight cannot be given to the results for any individual county.

That said, it still seems safe to say that our analysis shows that places where traditional row-crop
agriculture might profitably occur are shrinking in the South.  In the cases of  the six states where 1959

and 1969 data were compared, the shrinkage was quite evident.  In the Carolinas, Georgia and Alabama,

rising rural land prices, relatively low yields, and relatively low commodity prices have resulted in
traditional row crops looking profitable in only a few enclaves.  Although the enclaves are larger, the

same pattern holds for Arkansas, Oklahoma and Texas.  Shrinkage has been relatively less in Kentucky,

Tennessee and Mississippi.  The only large blocks of  counties where row-crop agriculture continues to
show potential for producing attractive returns to land are the alluvial areas near the Mississippi River in

Western Kentucky, West Tennessee, Arkansas, and Mississippi.

Although this study does not formally investigate the factors causing rural land prices to rise, the

maps suggest a strong spatial association with urbanization and the existence of  natural amenities like

mountains, lakes, and seashores attractive for resort, retirement, or second home developments.  One
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might speculate that the completion between 1959 and 1992 of  the interstate highway system increased

commuting ranges for urban workers and did much to increase the geographic spread of  urban influence
on farmland values.  In addition, to the extent resort and second-home demand is income elastic, rising

incomes, especially rising incomes for a growing segment of  the population retired from active work,

caused an increase in the demand for land in many remote rural places that are well endowed with
natural amenities.

Implications for Land-Use Conversions

The fact that land prices in a given place have risen to the level where it is no longer feasible to

expect a competitive return from row-crop production does not necessarily mean row-crop production
will quickly cease in that place.  Whatever implications this present analysis has for land-use conversions

in the rural South are long term in nature.

In the first place, Oltmans [3] argues that the more astute farmers may understand that one can

achieve long-term wealth accumulation without making a profit.  Farmers get wealthy, if  they do, from

owning land, Oltmans argues, not from profits on the products they produce.  Hence, so long as the
combined returns from land values appreciation and row-crop production meet some target, farmers may

be quite satisfied to continue farming on an appreciating asset like land.  When one considers the tax

consequences of  selling land to liquefy capital gains, it often is economically rational to postpone the
conversion of  farmland to other uses until it ultimately passes into an estate.

There would appear to be some economic incentive for farmland owners to abandon row-crops and
move to enterprises that have the potential to produce higher rates of  return to land. As we will note

below, the introduction of  nonagricultural factors into the demand for land in a given place usually

means new market niches have opened up for specialty farm products in the local market. Yet, farmers
with capital, both human and physical, for effective production of  row crops may be restrained from

moving to a new enterprise by lack of  the appropriate type of  capital for those new enterprises. Corn and

soybean harvesters, or cotton pickers, are not very useful growing truck crops, and in an area where row-
crop production is on decline, such equipment may have very little resale value.  This is the classic asset

fixity problem well-known to agricultural economists. Farmland owners working capital may have

greater use value producing row crops than its salvage value in the used equipment market.  Thus, the
landowners continue to grow row crops until they wear out the equipment even in the presence of  a

lucrative growing local market for other types of  outputs.

Hence, we should not be surprised to discover that traditional row-crop acreage in 1992 was rather

large in some counties which our analysis identified as counties where there was little or no potential for

earning a modest rate of  return to land growing such crops.  There are reasons to believe that the process
of  land-use conversion in these counties will, in the main, be generational.  When farmland goes into an

estate, cash is needed for estate taxes.  With several heirs to a given tract of  land, problems of  division

arise.  In places where farmland values have substantially appreciated and row-crop agriculture is no
longer likely to yield a return comparable to what can be earned in alternative investments, land is likely

to be sold to those who will convert its use.
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Where farmland appreciates beyond the present value of  the stream of  rents that can reasonably be

expected from row-crop production, there will be pressures toward conversion of  farmland.  If  that
appreciation is not just the result of  a speculative bubble, but a reasonable reflection of  realistic future

rents, a slow process of  conversion would appear inevitable in the absence of  some institutional barriers

such as exclusive agricultural zoning or environmental regulations that preclude it.  Consequently, while
the South may not yet have lost as much row-crop land to other uses as the maps in this study might

suggest, massive land-use conversion seems likely over the next 20 to 30 years in much of  the South,

especially in Virginia, the Carolinas, Georgia and Alabama.

Implications for Agricultural Development

The loss of  economic conditions favorable to the profitable production of  traditional row crops

does not necessarily mean that agriculture must disappear from an area.  As suggested above, urbaniza-

tion increases opportunities to produce agricultural products for the local markets.  New enterprises
keyed to niches in the local urban center can sometimes be quite profitable.  For example, the South

Carolina budgets show that it is feasible to expect a positive return to land from growing sweet corn for

the local market even if  the price of  land is in excess of  $20,000 per acre [1].  A market-garden agriculture
can almost certainly survive even in the face of  relatively high land prices.  Ornamental production or

production for purposes to supply recreational services may also be feasible.  There are compelling

reasons to think that the changing geography of  land prices in the South will squeeze row-crop agricul-
ture into enclaves, but no reason why it necessarily must mean the end of  agriculture in most parts of  the

region.

The probable model for future agriculture in the more heavily urbanized parts of  the South is New

England [2].  The asset fixity barriers are such as to suggest the process of  moving to this new type of

Southern agriculture will not be smooth.  The types of  management and marketing skills required for
successful row-crop production are not necessarily those required to exploit rapidly changing niche

markets in the local center.  Hence, the training required for graduates of  agricultural colleges may

require adjustment.  Experiment Station research and Extension programs may need to be refocused away
from row-crop agriculture, a move that will certainly encounter political resistance from remaining row-

crop producers.  Consequently, the evolution of  a new type of  specialty crop agriculture in the South is

problematic.  At best, it may be a very slow process, and in some places it simply may not occur at all.

Implications for Community and Rural Development

When local land prices rise above the present value of  future rents realized by growing row crops, it

is a signal that at least some economic agents have determined the place where that land is located has a

potential to produce even higher rents in some alternative use.  Hence, the fact that such an increase has
occurred in many counties of  the South is, on the whole, a favorable sign relative to the economic future

of  the places where row-crop agriculture no longer appears feasible.

There is one important caveat, however.  Land prices may be bid up by speculative fever and move

well above any level justified by a prudent assessment of  the potential future rents.  Sooner or later, such
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a speculative bubble in land prices is almost certain to burst.  Nevertheless, one cannot be sure that local

land prices at any given time reflect long-term economic growth prospects in a given community.

That caveat understood, investors who have paid higher prices for land than can be justified by

present use of  that land have a very strong incentive to be proactive in fostering economic growth and
development in the place where they have invested.  The result is that such places are likely to have a

cadre of  promoters and developers who will be active economic agents for change.  That is not to say that

the types of  development such investors seek will necessarily be satisfactory to longtime local residents, a
concern that is doubly worrisome if  many of  the investors are absentee landowners.  Moreover, some

investors may be content to sit passively and let their investment �ripen� for a while before becoming

active as promoters and developers.  Still, the point holds:  places where land prices have risen above the
levels that make row-crop agriculture feasible are not likely to be lacking in a chronic way the entrepre-

neurial energy required for economic development and growth.

It follows, therefore, that if  macroeconomic conditions are favorable to economic growth, most of

the counties where row-crop agriculture no longer appears feasible will eventually develop new and more

prosperous economic bases.  In counties that become bedroom communities for urban centers, there will
be opportunities to provide a host of  residential trade and services.  Similarly, in counties that attract

retirees, second-home owners, and tourists, there will be opportunities to cater profitably to the needs

and desires of  a growing market.  The need in such places will be to shape that change so that it im-
proves, rather than reduces, the quality of  life of  the people who live in these places.

Therefore, the chief  implication of  this analysis for community and rural development is that those
counties where row-crop agriculture has ceased to be feasible must prepare for an economic transforma-

tion.  Even if  the need is not immediately obvious in these places, growth management is likely to be

their chief  challenge.  Local stakeholders will need to become convinced that some transformation is
inevitable, even if  unwelcome, and will need to be accommodated.  The first step is to consider seriously

whether adequate land-use controls are in place to manage the nonagricultural growth that is virtually

certain to come.  In addition, it is important to evaluate whether the young people in the community are
receiving the kind and quality of  education that will allow them to take advantage of  the opportunities

of  an economic transformation.  Finally, matters of  finance must be addressed to assure that financing is

adequate both for private sector initiatives by creative local entrepreneurs anxious to take advantage of
new business opportunities and for community infrastructure such as streets and roads, bridges, and

schools.

Much of  the burden of  doing these things is likely to fall upon existing local residents, particularly

if  substantial blocks of  local real estate have fallen into the hands of  absentee owners.  Those outside

investors can usually be counted upon to make development happen, but with the exception of  their
vested interest in infrastructure, they may have little or no interest in assuring the development is

compatible with the best interests of  longtime local residents.  If  those longtime local residents fail to

take action in advance of  growth to manage and shape that growth as best they can, they risk being
victims rather than beneficiaries of  change.
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Endnotes

[a] South Carolina�s crop enterprise budgets can be found on the Internet at this address:  http://

cherokee.agecon.clemson.edu/budgets.htm

References

[1]  Hite, J. C. 1998.  �Farming in the Shadow of  the Cities: Urbanization and the Changing Geography
of  Southern Agriculture.�  Paper presented at the annual meeting, Southern Regional Science Associa-

tion, Savannah, April.

[2]  Katz, Jane.  1997.  �Farming in the Shadow of  Suburbia.� Regional Review.  Federal Reserve Bank of

Boston.  7(2) September.  12-17.

[3]  Oltmans, Arnold W.  1997.  �Why Farmland Does Not Pay for Itself.�  Presentation at Southeastern

Agricultural Lenders School, Clemson University, May 18-23, 1997.



Southern Rural Development Center 19

Map 1.  Alabama Land Values, 1992



Map 2.  Counties in Alabama in Which Field Crops are Feasible at a 4 Percent Return, 1992
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Crop feasibility data is calculated for corn, cotton, and soybeans.
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22 Map 4.  Counties in Kentucky in Which Field Crops are Feasible at a 4 Percent Return, 1992

Crop feasibility data is calculated for corn, soybeans, and wheat.
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Map 5. Mississippi Land Values, 1992
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Map 6.  Counties in Mississippi in Which Field Crops are Feasible at a 4 Percent Return, 1992

Crop feasibility data is calculated for corn, cotton, rice, sorghum, soybeans, and wheat..
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26 Map 8.  Counties in Oklahoma in Which Field Crops are Feasible at a 4 Percent Return, 1992

Crop feasibility data is calculated for soybeans.
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28 Map 10.  Counties in Texas in Which Field Crops are Feasible at a 4 Percent Return, 1992

Crop feasibility data is calculated for corn, cotton, sorghum, and wheat.
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30 Map 12.  Counties in Virginia in Which Field Crops are Feasible at a 4 Percent Return, 1992
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Map 13.  Arkansas Land Values, 1959



Southern Rural Development Center32

Map 14.  Arkansas Land Values, 1992
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Map 15.  Counties in Arkansas in Which Field Crops are Feasible at a 4 Percent Return, 1959

Crop feasibility data is calculated for cotton, soybeans, and wheat..
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Map 16.  Counties in Arkansas in Which Field Crops are Feasible at a 4 Percent Return, 1992

Crop feasibility data is calculated for cotton, soybeans, and wheat..
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Map 17.  Georgia Land Values, 1959



Southern Rural Development Center36

Map 18.  Georgia Land Values, 1992
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Map 19.  Counties in Georgia in Which Field Crops are Feasible at a 4 Percent Return, 1959

Crop feasibility data is calculated for corn, cotton, soybeans, and wheat.
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Map 20.  Counties in Georgia in Which Field Crops are Feasible at a 4 Percent Return, 1992

Crop feasibility data is calculated for corn, cotton, soy, and wheat.
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Map 21.  Louisiana Land Values, 1959
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40 Map 22.  Louisiana Land Values, 1992
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Map 23.  Parishes in Louisiana in Which Field Crops are Feasible at a 4 Percent Return, 1959

Crop feasibility data is calculated for cotton, rice, sorghum, soybeans, and wheat.
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42 Map 24.  Parishes in Louisiana in Which Field Crops are Feasible at a 4 Percent Return, 1992

Crop feasibility data is calculated for cotton, rice, sorghum, soybeans, and wheat.
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Map 25.  North Carolina Land Values, 1959
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44 Map 26.  North Carolina Land Values, 1992
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Map 27.  Counties in North Carolina in Which Field Crops are Feasible at a 4 Percent Return, 1959

Crop feasibility data is calculated for corn and cotton.
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46 Map 28.  Counties in North Carolina in Which Field Crops are Feasible at a 4 Percent Return, 1992

Crop feasibility data is calculated for cotton and soybeans.
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Map 29.  South Carolina Land Values, 1959
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Map 30.  South Carolina Land Values, 1992
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Map 31.  Counties in South Carolina in Which Field Crops are Feasible at a 4 Percent Return, 1959

Crop feasibility data is calculated for corn, cotton, soybeans, and wheat.
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Map 32.  Counties in South Carolina in Which Field Crops are Feasible at a 4 Percent Return, 1992

Crop feasibility data is calculated for corn.
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Map 33.  Tennessee Land Values, 1959



S
o

u
th

e
rn

 R
u

ra
l D

e
v
e

lo
p

m
e

n
t C

e
n

te
r

52 Map 34.  Tennessee Land Values, 1992
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Map 35.  Counties in Tennessee in Which Field Crops are Feasible at a 4 Percent Return, 1959

Crop feasibility data is calculated for corn, cotton, soybeans, and wheat.
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54 Map 36.  Counties in Tennessee in Which Field Crops are Feasible at a 4 Percent Return, 1992

Crop feasibility data is calculated for corn, cotton, soybeans, and wheat.


