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Real estate values, subject to multiple factors, are
highly susceptible to change. The movement in
agricultural real estate has consistently been for
the better, including a recent strong upward spike. 

“Farmland through September/October of last year had
been chugging along at about 5% annual gain (in value)
until the world changed for agriculture and prices shot
up,” reports Howard Halderman, president of Halderman
Farm Management – a Wabash company with 76 years of
experience in the agriculture sector. Those values, he adds,
increased by an average of 15% in a four-month period
beginning in January of this year. 

The “world changing” catalyst, according to
Halderman: the price a farmer can get for selling corn. 

“Corn and soybean prices are the main drivers,”

Halderman claims. Craig Dobbins, Purdue professor of
agricultural economics and author of an annual farmland
values study, agrees with that assessment. 

“There’s a lot more money in raising corn now than
there was a year ago,” Dobbins confirms. He points to the
jump in average bushel price (the standard measure of
corn value) from $2.15 to $3.25 during this time. 

Crop prices, however, have fluctuated to this extent before
with little or no effect on land value. The staying power of
this current increase, according to both men, is the high
demand for crops to supply Indiana’s growing biofuel industry.

“We had been above $3 per bushel before, but it was
always for the current year. Farmers could now sell crops through
2009 at this price, using various tools in the commodities
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market,” Halderman explains. “When farmers realized, ‘I can
contract out (crops) for the next three years’ you started to see
traction (in the increased valuation of land).” 

Indiana is currently home to four operating biofuel plants.
Three more are in the final phases of construction and are
expected to begin producing fuel by the end of this year. Andy
Miller, Indiana agriculture director, believes the state could
have as many as 20 biofuel plants in the next two to three years. 

Interest rates a factor
Historically low interest rates were standard from 1998

through much of 2005. This effectively lowered the cost of
borrowing money – encouraging farmers and developers to
purchase more acreage – which increased values by reducing
the supply of available land. 

Following significant interest rate increases, most real
estate professionals were anticipating a smaller growth in land
value in 2006. The unexpected but welcome impact of higher
corn prices, however, more than offset this expected slump. 

Some of the increased land purchases associated with low
interest rates involved the development of rural acreage for
residential use. 

Halderman offers the hypothetical, but in reality quite
common, example of “John Doe” farmer living on the edge of
a growing suburb, selling his land for substantially more than
the amount originally invested. IRS code 1031 allows that
farmer to purchase other land with his earnings and avoid
paying tax on what usually amounts to a large capital gain.

“When a farmer sells land he will usually trade (with a massive
tax incentive) for what he knows, which is more farmland,”
Halderman observes.

Many farmers were selling smaller quantities of land with a
high value per acre, based on location, and buying greater quantities
of land elsewhere. This further reduces available supply and increases
demand throughout the state, particularly in the central region.

Increasing productivity 
The amount of corn and other crops able to be consistently

grown per acre is another factor leading to increased land value.
“A whole host of things have come to improve soil

productivity. There is also improvement in the skill of workers
in the fields,” Dobbins explains. “Technology is being utilized;
we have launched into the business of biotechnology and how

to prevent against insect damage. All of this comes together to
really improve Indiana farms.” 

Large businesses in the mix 
Much discussion continues over what impact CAFOs

(confined animal feeding operations) have on communities.
Mike Platt, executive director of Indiana Pork, details the

magnitude of Indiana’s pork industry, which relies heavily on CAFOs.
“In the state of Indiana we currently have over 3,000 pork operations
who contribute more than $3 billion to the economy. Our
industry as a whole employs more than 13,000 people in this
state. Indiana pork producers spend more than $254 million
just on local feed each year,” he wrote in a recent editorial.

Halderman contends that CAFOs are good for both local
economies and real estate values. Any negative impact (critics
complain of related odor and noise), he suggests, is limited to
the area within a quarter-mile of the operation.

“An area farmer (near a CAFO) can save $20 per acre by
using CAFO waste as a fertilizer,” he says.

Dobbins agrees that CAFOs help economies as a source of
employment and additional income for local farmers who can
sell grain for use as animal feed. 

CAFOs are also known to increase the tax base for the
areas in which they operate. Employees add a further positive
impact with the taxes they pay, as well as the goods and services
they consume. From a real estate perspective, “these workers
need places to live,” Halderman adds. 

Miller, like Halderman and Dobbins, recognizes the potential
concerns but ultimately views the operations as a tool for
bringing back part of the 30% of hog production Indiana lost
between 1995 and 2005.

When asked if CAFOs have a negative impact on real estate
values in the community, Miller replied, “They almost have an upward
effect (on real estate) because you are adding value closer to home.” 

To date, no quantitative study has been done to determine
the real estate impact of CAFOs in Indiana. Studies in other states
indicate the direct property value impact is limited to structures
in close geographic proximity to the operations.
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Resources: Howard Halderman, Halderman Farm
Management, at (800) 424-2324

Craig Dobbins, Purdue University, at (765) 494-9041

Andy Miller, Indiana Department of Agriculture, at
www.in.gov/isda
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The Iroquois Bio-Energy facility in Northwest Indiana was the first ethanol facility to begin production in Indiana since New Energy Corp. in 1973.


