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2007 Farm Bill 
Will Likely Impact 
Farmland Values and Rents
by Professor Kent Olson
Department of Applied Economics  • University of Minnesota

Federal farm policy certainly can impact farmland values and rents. Policy, 
rules and budgets change, however, and so do their impacts. While change is
likely in the coming year, the impact on values and rents remains to be seen.

Current federal farm policy, the Farm Security and Rural Investment Act 
of 2002, expired at the end of September 2007. For a year, and longer in 
some views, Congress has debated the next farm bill, and a high number of
farmers, landowners, citizens, lobbyists, companies, environmentalists, churches,
non-profits, and many others both here and abroad have voiced their opinions
and ideas. 

Some of the issues and proposals for the new farm bill are so contentious
that Congress had not agreed on a new policy by mid-November. In July, the
House passed their version of the new bill, but at press time, the Senate had not
passed their version. The President, however, has indicated he will veto either
version; and if Congress does not override that veto, the resulting impact on
land will likely be two fold: 
9 A greater emphasis on the revenue-based commodity income support system

as described below, and
9 A reduction or even elimination of the priced-based systems.

Historical Perspective
Historically, farm bills have affected farmers and Midwest farmers in particular.
During the past few decades, however, farm bills have been expanded to include
many other issues. Current policy, for example, includes provisions affecting 
not only farm commodities, but also conservation, trade, nutrition programs
(including food stamps), credit, rural development, research, forestry, and energy. 

The nutrition programs account for about 70% of the total estimated expendi-
tures in the 2002 Act. The importance of food, nutrition, and energy programs
has caused both the House and Senate to include “food” and “energy” in the
titles of their bills as well as “farm.”

Ethanol Has 
Far-Reaching Impact
The explosive growth of U.S. ethanol
production is being felt by nearly
every aspect of the field crops sector
– domestic demand, exports, prices
and the allocation of acreage among
crops – as well as the livestock sec-
tor, farm income, government pay-
ments, and food prices, according to
the Economic Research Service of
the U.S. Department of Agriculture.

9 Domestic use vs. exports: As the
ethanol industry absorbs a larger
share of the corn crop, higher prices
will affect domestic use and exports,
providing for more intense demand
competition between domestic indus-
tries and foreign buyers of feed grains.

9 Animal feed: Livestock feeding, the
largest use of U.S. corn, typically
accounts for 50-60% of total use.
According to the USDA 2007 long-
term projections, corn for animal 
feeding is expected to decline to 
40-50% of total use during the next
decade due to higher prices.

9 Global trade and international 
markets: The U.S. typically accounts
for 60-70% of world corn exports;
however, higher corn prices are pro-
jected to reduce this share to 55-60%
during much of the next decade, a
result of reductions in foreign demand
and increases in foreign production.
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Land Sales and Prices 
Remain Strong
Land values in east-central Illinois appear to be pushing to new
all-time highs! This has been the result of a general trend upward in
values since 1986 in this area. More significant increases have been
seen in the last three years, and it now appears that we are reaching 
a new peak in values for agricultural land. 

The demand for land has been strong because investment-grade
farmland has been yielding a good return from cash rents and crop
share leases. Buyers looking for replacement properties to complete
IRS code 1031 exchanges for their land in transition from agricultural
to development uses in the suburban areas have been buying good
farmland in east-central Illinois. Favorable harvest prospects and com-
modity prices have producers optimistic. Ethanol production and its
promotion have fueled this increase in commodity prices. Higher crop
prices mean a stronger bottom line to landowners and operators.

Are you possibly thinking of selling to take advantage of current
land prices? If we can be of service to you in the areas of farm sales,
appraisals, or consulting, please give us a call. Let Mac or Winnie, 
our agricultural specialists, work for you in estimating the value of 
your land and what marketing strategy is best for your situation and
goals. If you have questions or if we can be of help, please return the
postage paid card! Thank you!
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