.Qv-_,.:. WGR'S'S BY

LAND TENURE —

CRISIS BY DESIGN

REVISITING CRISIS BY DESIGN
LAND TENURE

IATP’s founderMark Ritchie and Kevin
Ristau wrote the original Crisis by
Design in the midst of the farm crisis
in 1987. It was a watershed document
and has been a cornerstone of IATP’s
work for many years, also catalyzing
further analysis and action by family
farmers and their allies. Crisis by
Design traced the evolution of farm
policy, from the historic pattern of
price volatility through the eventual
establishment of parity pricing and
supply management in the 1930s.

Now, more than 30 years later, we
are in the middle of another farm
crisis, with the added pressure of an
impending climate catastrophe. We
take a fresh look at the analysis and
predictions made in Crisis by Design
to understand how the farm situation
has changed and what current
policies imply for the future, as well
as how U.S. agriculture intersects
with global markets, the environment
and broader disparities.

Read the full Revisiting Crisis By
Design series at iatp.org/revisiting-
crisis-by-design.

B Increases in farm debt, bankruptcies and land values have far outstripped
farm assets and income, making it increasingly difficult for farmers to
hold on to their land.

B Corporate and investor-owned land has doubled since the 1980s, and the
number of farms owned by corporations and investors rose by nearly 10%
between 2012 and 2017.

B Farmers and landowners are aging while young and beginning farmers
are eager to start operations. Yet, many aging farmers and landowners do
not have a succession plan, and young and beginning farmers cite lack of
access to land as their biggest challenge.

B There are fewer conservation practices on rented land, and fewer yet when
farm profits are low.

Land is the most critical resource for a farmer. It’s also challenging to access
and afford, especially as farm debt is at a record high and farmers are facing
the worst farm economy since the 1980s. Farmland value and ownership deter-
mine everything from production and conservation decisions, to succession
planning, to whether young, beginning and socially disadvantaged farmers are
able to start and maintain an operation. Today—similar to the last farm crisis
—the costs for seeds, inputs and other capital are higher than what farmers are
getting paid for their crops. This stark reality is jeopardizing farmers’ ability to
hold on to their land, whether they own or rent.
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Figure 1: Acres owned by farmed operators, operator landlords, and non-operator landlords, 2014
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Source: USDA, Economic Research Service and National Agricultural Statistics Service 2014 Tenure,

Ownership, and Transition of Agricultural Land (TOTAL) survey.

DEBT, LAND VALUES, AND
CORPORATE OWNERSHIP:

46% of the cropland and 72% of the pastureland in the U.S.
is owner-operated.” Small farms (as defined by the USDA
Census of Agriculture) are the most likely type of farm to
be owned by operators. Large farm operations are more
commonly a mixture of rented and owned land.” In today’s
agriculture economy, where consolidation is encouraged
by farm policy that prioritizes high yields and overpro-
duction over everything else, renting land can be the only
viable option.

Of the 39% of farmland in the U.S. that is rented, about
one-third—roughly 10% of all U.S. farmland—is owned
by corporations or trusts.’ The 1987 Census of Agriculture
showed that at that time, only 5% of U.S. farmland was
owned by corporations.* That number has now doubled
and the trend is continuing; between 2012 and 2017, the
number of corporate and investor-owned farms rose by
9.4%. Investors are increasingly using agricultural land as
an investment tool, including through Real Estate Invest-
ment Trusts, which allow investors to enjoy the profits of
rising land values, but leave farmers to deal with the conse-
quences of climate change and low commodity prices.

Farm bankruptcies and debt are on the rise, which could
lead to a transfer of more land to corporations and inves-
tors. Farm bankruptcies rose 24% between September 2018
and September 2019, and were at decade-high levels in
some parts of the country.® Farm debt is at a record high
of $415 billion and has grown by nearly 40% since 2012,
while asset values have climbed only 17%.° Meanwhile,

the Trump administration’s trade war has driven down
commodity prices, climate change has caused nationwide
crop and livestock losses, and bottomed-out interest rates
can only go up. This perfect storm has put many farmers
in crisis—for dairy alone, the number of farms declined
by 20% between 2012 and 2017.” This precarious situation
could drastically change who owns the land and how it is
used.

Farmland value has been steadily rising since the last farm
crisis to a 2018 average of $3,140 per acre.® This has allowed
landowners to borrow more money against their real estate
to cover low prices, putting them further in debt as they
hope for a good year. Renters are struggling to cover higher
cash rents, and in many cases are also borrowing more
money to do so.

Land values and cash rents have leveled off since 2014
and are just beginning to fall in some areas. Several states,
including major agricultural states Minnesota and Iowa,
saw a decrease in farmland values from 2018 to 2019.° In
Minnesota, cash rents have fallen nearly 12% since 2014."
These declines coincide with the downturn in crop and
livestock prices and reduced farm income. Paired with
rising debt burdens, these conditions mirror those just
before the 1980s farm crisis, where farmers’ debt burdens
increased as land values plummeted, causing a mass liqui-
dation of farms.
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Figure 2: Average U.S. farm real estate value, nominal and real

(inflation adjusted), 1968-2018
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Source: USDA, Economic Research Service using annual National farm real estate
data from USDA, National Agricultural Statistics Service, QuickStats.

DEMOGRAPHICS AND
SUCCESSION PLANNING:

The demographics of farmers and landowners have shifted.
Landlords are on average 66.5 years old and the average farm
operator is 58.3 years old." This has increased since 1987
when the average farmer was 52 years old. The aging popu-
lation of farmers and landlords will result in the transfer of
significant amounts of farmland in the near future. Most
land is expected to be passed on to the next generation,
even if they never farm it. Still, the majority of farm owners
do not have an exit plan.

Meanwhile, the number of young and beginning farmers is
on the rise, and they cite access to land as their primary
challenge.” Young and beginning farmers have higher
student debt burdens than any previous generation and
little collateral to access credit. This makes purchasing
farmland challenging but finding land to rent can be just as
hard. Most landlords have long-term relationships with their
tenants and a majority of farmland is kept within the family.
There’s also a mismatch in needs; many older farmers and
landlords have thousands of acres to sell or rent, but young
and beginning farmers tend to maintain smaller operations
and do not need such massive tracts of land.

In response to these barriers, USDA has increased its
support to beginning farmers through programs like the
Beginning Farmer and Rancher Development Program

2008 2013 white farmers.® This decline happened

for a number of reasons, including black
farmers fleeing the Jim Crow South to
the North during the Great Migration,
discriminatory lending practices, heirs’
property laws and systemic racism that
stacked the deck against black farmers in
countless other ways.

Heirs’ property has been a major factor in
black land loss. Black landowners frequently lacked a will
transferring ownership of their property when they died,
oftentimes due to distrust, lack of access or lack of knowl-
edge of the legal system. This caused the land to be split
among all known descendants, or heirs. Over time, prop-
erties became further split until there were sometimes
hundreds of heirs. This made it nearly impossible to use
the property as collateral, to subdivide it or to develop it.
It also led to many partition sales, where all the land was
forcibly sold in an auction when owners couldn’t agree on
how to split it.

The 2018 Farm Bill began to address heirs’ property issues
by allowing landowners without a clear title to obtain
a farm number, which provides access to many USDA
programs including lending and disaster relief. This is a
long-overdue step in the right direction but does not make
up for decades of removing black farmers from their land.

CONSERVATION:

The original Crisis by Design summarized what was
happening in the 1980s and is still happening today:

“Low farm prices always force farmers to increase
their production. Like any worker whose wages are
cut in half, farmers faced with falling prices must
work twice as havd and sell twice as much just to
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cover their bills. This has led to an abandonment of
careful soil and water conservation practices and to
the tilling of marginal, highly evodible land.”

Conservation practices are increasingly necessary as the
impacts of climate change impacts worsen. Cover cropping,
integrating crops and livestock, no-till, diversifying crop
rotations, and taking land out of production can boost soil
health, sequester carbon, and make farms more resilient
to extreme weather events. Yet, adoption of conservation
practices is low. There tend to be fewer conservation prac-
tices onrented land." Thisis partially because much rented
land is operated by very large farms who are expanding
their operations for intensive production to make up for
low prices.

The farm bill must fundamentally restructure its programs
to be more inclusive of small and mid-sized operations and
dramatically increase funding, outreach, and technical
assistance for conservation programs. In addition, data
show that young and beginning farmers are more likely
to implement best management practices for soil, water,
nutrient, and pest management. Investment in young and
beginning farmer programs double as investments in the
conservation of our land.

Read the introduction and the other eight pieces at iatp.org/revisiting-crisis-by-design.
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