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Farm Propeffi"
Its Ownership and Control

R. V. Withers, Professor and Agricultural Economist

Landowners are really only stewards of the land
for the period of time they own and control it. Be
cause others are affected by the way in which private
land is used, society has deemed it desirable to en
force certain rules and regulations on land use.

A landowner may maintain ownership without
direct use of the land by leasing it out to one or more
tenants. In this way he has the advantage that comes
from increasing land values plus his share of what
ever income is generated by regular farm produc
tion.

Many forms of farm business organization are
available to the farm operator, whether he is an
owner or a tenant. The most common are sole pro
prietorship, partnership and corporation. The best
form of ownership for an individual farmer is one
that can best help him achieve his established goals.
Each farm needs to be studied on its own merits be

fore the best type of business organization can be de
termined.

This publication discusses the three forms of
business organization — sole proprietorship, part
nership and corporation — and their use on farms,
and examines land tenure changes, farm size and
farm real estate values in a general way. The purpose
is to provide an overview of farmland tenure and
some options for operation and control of the farm
business.

Farm Real Estate

Real estate is usually considered to consist of
physical land together with permanent improve
ments which would typically be included in a sale of

real property. These improvements include items
such as buildings, fences, irrigation structures and
drainage facilities. In some circumstances, growing
crops may also be included. Livestock, machinery,
commodities in storage and movable buildings are
not usually considered to be part of the real estate.

Farm real estate costs make up a large proportion
of the total cost of producing farm commodities.
These costs include interest payments, property tax
on the real estate, insurance and perhaps main
tenance costs. When real estate is leased, the land
lord pays these expenses but the tenant bears them
indirectly in the form of rent.

Ownership in real estate consists of a "bundle" of
rights pertaining to the use of property. The highest
type of ownership in real estate in the United States
is fee simple. It consists of an exclusive right to use
the property subject to rights held by society in all
property.

Rights held by the public in all real estate include
police power, taxation and eminent domain. Police
power is the right to enforce laws and regulations es
tablished by society. Among these regulations are
zoning ordinances, building codes and rules affect
ing the health and safety of the public. Society's
power to tax real estate places an obligation on the
owner of the property directly or the renter indirect
ly. Eminent domain allows the compulsory pur
chase of land when this is deemed to be in the public
interest.

The remaining rights can be exercised in any man
ner chosen by the owner. He may sell, lease, give
easements, bequeath or handle in a number of dif
ferent ways.



Farm Real Estate Ownership
The Census Bureau classifies farm ownership into

three tenure categories: full owner, part owner and
tenant. The full owner owns or is buying all of the
farm real estate he operates. The part owner rents
land in addition to his own farm real estate and the
tenant leases all of the farmland he operates. Table 1
gives farm numbers, acreages and percentages in
each category for Idaho. Note that part owners had
28% of the farms but controlled 57% of the farming
land in Idaho in the 1974 census year.

Acquiring Farm Real Estate
You acquire land for farming purposes two pri

mary ways. The most common is purchase or inheri
tance; the second is leasing. Those who are short on
financial resources may be better able to get an
economical farm base by leasing rather than by pur
chase. Income generated from the land may be inad
equate to pay the full land cost at today's prices.
Many land purchases have been financed by off-
farm sources or by income from previously held
land such as in the case of farm expansion.

Land prices have risen rapidly during the 1970's.
Average increases in Idaho (Fig. 1) have been simi
lar to those for the rest of the nation. Real estate
prices in 1978 were 300% of 1967, averaging about
$450 per acre.1 Average farmsize has been expand
ing since the early 1900's (Fig. 2). Farm technology
has enabled the farmer to handle the expanding
acreage by replacing labor and animal power with
machines and chemicals. The expanding farm size
together with the rapid increase in value per acre has
greatly increased the amount of capital needed to
own and operate a farm. In addition to this, interest
rates have also increased.

Another way to consider land prices is in terms of
commodities instead of dollars. For example, sup
pose a wheat farm cost $200 per acre when wheat
was worth $1 a bushel and $400 when the price of
wheat was $2.50 per bushel. The land value in
creased in dollars but decreased in terms of bushels
of wheat — from 200 bushels to 160.
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Table 1. Number and percentage of farms, average acre
age and percentage of land in farms, Idaho,
1974.

Number

of farms

Average
acreage

Percentage

Class Farms

Land

in farms

Full owner

Part owner

Tenant

All farms

14,609

6,755
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Fig. 1. Average farm real estate values per acre, Idaho,
1920-1978.
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Fig. 2. Average acres per farm, Idaho, 1900-1978.
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Fig. 3. Proportion of farmland operated under lease in the
United States, census years, 1900-1974.




