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Rising Inequality and Falling Property Tax Rates 

Mason Gaffney, 10 June 1992 

To be Chapter 10 in Gene Wunderlich (ed.), Land ownership and 
Taxation Survey, 1992. 
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It is a common belief that property tax relief is "good for 
farmers." It certainly raises the private share of economic rent. 
That in turn raises the investment grade of farmland and 
encourages its purchase as a store of value, a place to park 
slack money. This may be at odds, however, with using it as a 
vehicle for enterprise and an outlet for workmanship. Lower farm 
property taxes are associated with lower ratios of capital to 
land, and labor to land, both over time and among states. They 
are also associated with bigger mean farm size and less equal 
distribution of farm sizes. 

In the sections that follow, I first document the rise of 
inequality in the distribution of farmland that followed a sharp 
drop in farm property tax rates after 1930. Then I show, by 
cross-sectional analysis, a positive relationship between higher 
property tax rates and more intensive use of farmland, which in 
turn is associated with more equal distribution of farmland. 
Conversely, I find property tax relief associated with underuse 
and underimprovement of land. 

A priori, a tax on buildings works to suppress building and 
to penalize smaller farmers, whose building to land ratio is 
higher than that of bigger farmers. The findings seem to show, 
therefore, a stronger countereffect, proincentive and pro­
subdivision, of the other part of the property tax, the part 
based on land value. 

PROPERTY TAX RELIEF AND THE MARCH OF CONCENTRATION, 1930-1988 

The national average of farm property tax rates peaked in 
1930 at 1.32 percent. It fell to 0.77 percent in 1945, and 
stabilized at about that level--it was 0.85 percent in 1987. 1 

1The rates for 1930 and 1945 are from U.S. Department of 
Agriculture, The Economic Almanac (New York, 1960): 33. The 1988 
rate is from Bureau of the Census, 1987 Census of Agriculture, 
Vol. 3, Related surveys, Part 2, Agricultural Economics and Land 
ownership Survey (AELOS) (Washington, D.C.: 1989): 179, Table 50. 
Earlier information is fuzzy, but before 1930 there were no state 
sales taxes and few state income taxes. In 1920, half of all 
state government revenues were from property taxes, as well as 
90% of local revenues (particularly counties and school 
districts). The levies of special improvement districts, e.g. for 



Sales and income taxes, which bear heavier on urban activities, 
replaced the missing property taxes as sources of revenue. 

Vanishing Farmers and Unaffordable Farms 

2 

Mean acres per farm had remained fairly constant for 65 
years (1870-1935) at about 155 acres, despite two major 
industrial merger movements. After 1935 the mean took off and had 
tripled to 462 acres by 1987. As the number of farms was falling, 
national population was on the rise. In 1900 there was one farm 
per 11 Americans; in 1987 only one per 113. Farms became 
unaffordable. Real wage rates have not risen as fast as real land 
prices since 1955, and not at all since about 1975, 2 which has 
raised the labor-price of land. Coupling this with rising acres 
per farm, the labor-price of a farm roughly tripled, from about 6 
years' wages (before payroll deductions) in 1954 to about 17 
years' wages in 1987. 

The Vanishing Middle Class 

In 1900 the Census Bureau began publishing farm data ranked 
by acres per farm. Using those data, the Gini Ratio (GR) 4 was 
.58 in 1900, and it rose only slowly, to .63 in 1930. After that 

irrigation and drainage, are not legally 11taxes, 11 but "benefit 
assessments," and were in addition to the numbers given. 

2 In constant dollars, average hourly earnings of 
nonsupervisory production labor in U.S. manufacturing peaked in 
1975, and had dropped about 7 percent by 1988. Bureau of Labor 
Statistics, Handbook of Labor Statistics, Bulletin 2340 
(Washington, D.C., 1991):312, Table 80. 

3Average hourly earnings (before tax) of nonsupervisory 
production workers were $1.71 in 1955 and $8.57 in 1985. The 
value of land and buildings per farm was $20,400 in 1954 and 
$289,000 in 1987. Using 2,000 as the number of working hours per 
year yields the labor-cost of a farm in yearly wages. I have 
understated both the rise and the years by using "earnings" 
instead of disposable pay after payroll taxes, which have risen 
sharply. Also, I did not allow for layoffs, sickness, injury, 
unemployment, etc. 

4The GR is a measure of unequal distribution. It is a pure 
index that sums and standardizes large amounts of disparate data 
in one number. A rise in GR means the big got bigger and/or the 
small got smaller. It ranges from .oo (complete equality) to 1.00 
(complete inequality). Its essence is explained in many basic 
texts on industrial organization. See, e.g., D. Needham, The 
Economics of Industrial Structure and Performance (New York:St. 
Martin's Press, 1978):424. 
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it rose faster, to .70 by 1950, plateaued there for 15 years, 
then rose again to .76 by 1987. 5 (By comparison, GRs for 
personal income are much lower, about .40, and are much more 
stable over decades.) The accelerated rise since 1930 coincided 
with the rise of mean acres per farm, and both followed the fall 
of property tax rates. 

As a measure, GR deals only with concentration among 
existing farms. Industrial economists fault it for not reflecting 
the loss of farms. Acknowledging the critics, GR can be modified 
to combine both effects. Simply add the ghosts of 4.5 million 
farms that died between 1935 and 1988 to the lowest bracket, as 
farms with zero acres in 1988. This raises GR for 1988 from .76 
to .92, a radical rise of inequality since 1930 (.63). 
Calculating the GR this way gives one a better sense of how 
concentration shot up after 1930-1935. In the Great Depression 
(1930-1941), millions of small farms provided a refuge for the 
jobless and homeless. Today, that refuge is closed, with 
explosive social consequences in urban slums. 

The Rise of Land Quality in Vast Farms 

The concentration of the value of farm real estate is 
growing faster than that of farm acres. The value of land and 
buildings ($L+B) per acre in the top bracket (farms of 1,000 
acres and over) has risen relative to all farms. For easy recall 
and reference, I label this ratio GAMMA. Gamma is the top bracket 
acre value divided by the mean acre value. In 1910, Gamma for 
$L+B was .35. By 1930 it had dropped to .29, after 20 years of 
high farm property tax rates. 6 By 1987, after 57 years of low 
property tax rates, it had doubled to .61. 7 

Accordingly, the share of $L+B in farms of 1,000 acres and 
over rose faster than the share of acreage from 1930-1987. The 
share of acreage rose from .28 to .62, a rise of 123 percent. The 
share of $L+B rose from .08 to .38, a rise of 375 percent. 

5Calculated from the census of agriculture for various 
years. The full set of GRs is: 1900 = .58; 1910 = .57; 1920 = 
.60; 1925 = .62; 1930 = .63; 1935 = .65; 1940 = .67; 1945 = .70; 
1950 = .70; 1959 = .71; 1969 = .71; 1982 = .75; 1987 = .76. 

6calculated from Bureau of the Census, 1940 Census of 
Agriculture, Vol. 3:78-79, 82; and 1950 Census of Agriculture 
Vol. 2:776. 

7Calculated from 1987 Census of Agriculture, 93, Table 51; 
1940 Census of Agriculture, Vol. 3:78-79, 82; and 1950 Census of 
Agriculture Vol. 2:776. In 1940 and 1950 the "top bracket" was 
1,000 acres and over; in 1987 it was 2,000 acres and over. I 
adjusted for this by combining the top two brackets in 1987. 
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The land share of real estate value (LSREV) in the top 
bracket (1,000 acres and over) has probably risen faster than 
overall. LSREV is an acronym for $L/($L+B), that is the value of 
land as a fraction of the value of land and buildings together. 
Gamma for $Lalone always stood higher than for $L+B during the 
years 1900-1940 when the census published separate data on $Land 
$B for all farms. There is no comparable later data published to 
test directly whether Gamma for $L has risen even higher over 
Gamma for $L+B (for 1988, AELOS separates $Land $B only for 
owner-occupied farms, not for all farms.) There is indirect 
evidence, however, that LSREV in the top bracket may have risen 
faster than overall. 

One indicator is the share of harvested cropland, by size of 
farm. This share in the top bracket has risen relative to the 
share for all farms. This ratio in 1925 was 8.5 percent over 37.3 
percent, or .23. It rose to .37 in 1950 and to .69 by 1987. 8 

Another confirming indicator is the rising concentration of 
irrigated land. When irrigation was young in Anglo-America (1890-
1914), it was the recourse of small farmers struggling for land 
against bonanza wheat farmers and ranchers (the familiar grist of 
horse operas). Then, vast spreads were subdivided to create small 
irrigated farms. There was drastic subdivision and 
intensification (1900-1930). 9 Land in farms of 1,000 acres and 
over actually dropped {nationally) by 15 percent from 1900 to 
1910, the only drop on record. Now, however, 34 percent of all 
irrigated land is in the top bracket, farms of 2,000 acres and 
over. 1° Control of irrigated land means control over water. 

8Data for 1925-1950 are from the 1950 Census of Agriculture, 
Vol. 2:780-782; for 1987 from the 1987 Census of Agriculture, 90-
91, Table 51. To maintain comparability it was necessary for me 
to consolidate the top two brackets in 1987. 

9For example, the number of farms in Stanislaus County, 
California, quintupled from 1900 to 1920. Subdivision for more 
intensive culture by small farmers was the dominating trend there 
then. Heavy land taxes were levied there (by irrigation 
districts) to finance public irrigation works. See B.F. Rhodes, 
"The Thirsty Land," Ph.D. dissertation, University of California, 
Berkeley, 1943~ available from the university's Main Library and 
on microfilm, HD1740, M6R4. See also A. Henley, 1969, "Land-value 
Taxation by California Irrigation Districts," in Arthur Becker, 
ed., Land and Building Taxes (Madison: University of Wisconsin 
Press, 1969). 

1°From 1987 Census of Agriculture, 16(Table 8) and 84(Table 
51). The movement in California is separately studied by R. 
Fellmeth, Politics of Land (New York: Grossman Publishers, 1973); 
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Control of water gives control over arid lands roundabout. 
Ownership and control based on water have become highl

11 concentrated. For farms with irrigated land, GR= .82, 1 

substantially higher than the GR of .76 for all farms. 

An independent study by Villarejo illustrates the trend from 
1940 to 1982 in a specific area intensively studied by Wilson and 
Clawson in 1940. The study area was the irrigable and irrigated 
land in Kern and Tulare counties, California. Replicating the 
study in 1982, Villarejo found that "land ownership has become 
more concentrated as more land has been placed in irrigated 
farms. 1112 

A last confirming indicator is concentration by sales. Data 
for this are available from 1950. GR for farms ranked by sales 
has risen faster from 1950-1987 (.67 to .80) than GR for farms 
ranked by acres (.70 to .76). Sales were less concentrated than 
acres; now they are more concentrated. That is consistent with 
the hypothesis that land quality in large holdings is rising. 13 

Rising Land Share and Rising Ratio of Price to Cash Flow 

The LSREV almost certainly rose from 1940, when land prices 
were depressed, to 1987. By splicing disparate tables to get 

M. Goodall, "Property and Water Institutions in California," 
draft, 1991:1-18, Claremont Graduate School; P. Roberts, "Power 
and Land in California," a summary of the Nader Report chaired by 
Robert Fellmeth, 1971 (available California State Library, 
Sacramento, and various University of Califonria campus 
libraries); P.S. Taylor, Essays on Land. Water and the Law in 
California (New York: Arno Press, 1979); D. Villarejo and J. 
Redmond, Missed Opportunities --Squandered Resources (Davis: 
California Institute for Rural Studies, 1988). Re: concentrated 
control of water in Hawaii see P. Philipp, The Diversified 
Agriculture of Hawaii (Honolulu: University of Hawaii Press, 
1953):18-20. 

11calculated from 1987 Census of Agriculture, 16, Table 8. 
Because of the peculiar arrangement of data, this figure needs 
cautious interpretation. For other confirmation, however, see 
below. 

12D. Villarejo, How Much is Enough? (Davis: California 
Institute for Rural Studies, 1986) :108. 

13Data on sales for 1930 are not available, but going back 
to 1900, GR by sales was .50, while GR by acres was .58. 



6 

comparable data, I estimate LSREV rose from .69 to well over 
.80. 14 As noted above, it rose most in the top acreage brackets. 

Higher LSREV means a higher price to cash flow (P/C) ratio. 
That is because cash flow (C) from buildings and other capital 
includes allowance for depreciation (D). Depreciation is part of 
cash flow, but not part of earnings; price is capitalized only 
from earnings (C-D). Thus, the price of capital is capitalized 
from less than its cash flow. The price of land, oppositely, is 
capitalized from more than its cash flow. It is from cash flow 
plus the current appreciation (C+A). 15 Land price also captures 
expectations of cash and service flows from various nonfarm 
elements, many of which are deferred and speculative. 

High ratios of farm price to cash flow are another barrier 
to farm entry. Direct data on farmland P/C ratios are not 
available, but a rough surrogate (to show trend, not value) is 
the ratio of farm real estate values to gross farm revenues. This 
ratio was low (2.56) in 1945, when a gloomy market looked for 
another postwar farm depression and land buyers got lucky. It 
rose to 4.0 in 1954, and to 5.9 in 1982. Farmland prices dropped 
sharply in the mid-1980s, but still left the ratio at 4.35 in 
1987, much higher than for 1945-1950. 16 

A high P/C ratio shows a higher share of $Lin farm wealth. 

14rn 1940, the last year in which the census of agriculture 
separated $Land $B, LSREV was .69 overall, but was not reported 
for owner-operators. In AELOS, 1988, the figure is reported for 
owner-operators but not for overall LSREV. How does one compare 
1940 with 1988? It is fair to assume that the owner-operator 
LSREV was well below the average then, as now. From that, I 
"ballpark" it at .60 for l.940. In l.988 owner-operator LSREV was 
measured, and it was up to .79, a big jump. This implies a big 
jump in overall LSREV, too. 

15The standard capitalization formula (omitting the property 
tax rate) is P = CF/[i-g), where£ is land price, CF is current 
cash flow, i is interest rate, and g is annual growth rate of CF. 
Rearranging terms, P = [CF+Pg]/i. E.g is the current annual 
increment to land price. The formula is simplified, but in the 
market, brokers have been capitalizing and selling E.g for ages 
using this basic theme and variations. 

16From 1987 census of Agriculture, 7, Table 1, for 1954-1987 
data; 1950 Census of Agriculture, Vol. 2, Part 10:775-76 and Vol. 
2, Part 9:753, Table 1, for 1945. The data for earlier years 
require some piecing out, but are roughly as follows: 1900 = 
4.55; 1910 = 5.56; 1920 = 3.85; 1930 = 4.17; 1940 = 4.17. Within 
those spare numbers lie the stories, follies, hopes, heartbreaks, 
delusions, labors, savings, and lives of millions of Americans. 
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A common belief is that high capital costs of machinery and 
equipment ($M&E) are peculiar to modern farm technology and are 
the main barrier to farm entry. That belief doesn't wash, 
however. 17 Cyrus McCormick was mass marketing mechanical reapers 
before the Civil War. Today, $M&E is about 10 percent of all farm 
assets, much smaller than $L+B. 18 In addition, loans invested in 
$M&E are usually self-liquidating from the excess of cash flow 
over interest, but loans for buying land mean negative cash flow 
for several years. Meeting a negative cash flow requires pumping 
in still more outside capital, an added barrier to entry. 

To sum up, rising acreages mean there are fewer farms 
overall. Rising labor prices per farm mean aspiring farmers who 
lack prior wealth can no longer buy in. Rising Gini Ratios mean 
acreage is less equally shared among a given number of farms. 
Rising Gamma factors mean the higher quality land is moving into 
bigger farms. The Gamma data are confirmed by rising shares of 
cropland and irrigated land in vast farms. Rising P/C ratios 
reflect a higher LSREV, and they mean it is harder for a newcomer 
to acquire any farm acres. The combination means the agricultural 
ladder has been pulled up. Entry is nearly impossible for farmers 
lacking outside finance; exit and latifundiazation proceed apace. 
These changes accompanied and followed a 40 percent drop in farm 
property tax rates. 

THE LESSER IMPROVEMENT OF BIGGER FARMS 

A result of rising concentration is the separation of land 
from capital. With some exaggeration, American latifundia are now 
lands without buildings, but buildings cluster on smaller farms, 
many without enough land. This implies at least three points. 
First, building wealth is more equally distributed than land 
wealth. Second, the property tax would be more progressive if 
changed to a pure land tax, exempting buildings. Third, many 
latifundia are not being used to their potential, while capital 
on some small farms is undercomplemented with land. I support the 

17Historians would not expect it to: latifundia perdidere 
Italiam two milleniums before modern technology. Veblen, 
supposedly a technocrat, did not buy the farm technology story 
either. A farm boy and an historian, he saw farm machinery 
conforming to the Procrustean bed of speculative landholdings, 
rather than the other way around. T. Veblen, "The Independent 
Farmer," Absentee ownership. (New York: B.W. Huebsch, Inc., 
1923):129-42. In 1916, after many giant farms had been divided, 
Fordson came out with a new, smaller tractor. 

18Bureau of the Census, 1987 Census of Agriculture, Vol. 3, 
Related Surveys, Part 2, Agricultural Economics and Land 
Ownership Survey (AELOS) (Washington, D.C.: 1989) :58, Table 27. 
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case first using national data, and then by comparing states. 

It is awkward that the 1987 Census of Agriculture defines 
"farm size," and ranks farms, only by acres rather than value. I 
used the acreage rankings above for intertemporal comparison 
because they are comparable with each other over time and are all 
that is available over time. Data on value per acre is available 
by acreage brackets, but a proper data set to test my thesis 
cross-sectionally would rank farms by land value ($L), rather 
than acres. This would reshuffle and rerank individual farms. 19 

For example, in the brackets from 260 acres to 1999 acres there 
are now more farms worth $1 million and over than there are in 
the top bracket (2,000 acres and over) . 20 Half the farms in the 
top bracket are worth less than $1 million each. If all farms 
were properly reranked by value, the degree of inequality and the 
effect of "size" on factor proportions would change. In what 
follows, I use available data to simulate what those changes 
might be. One available data set, although partial, is ranked by 
value, and it confirms my thesis with startling force. 

National Data 

Concentration of irrigated land 

The yield per acre of most crops stays level or rises with 
harvested acres per farm. 21 The most likely reason is that the 
quality of harvested land rises with quantity. There is, to be 
sure, a trade-off between quality and quantity, but there is also 
a bond. Whoever can afford more can afford better. Which effect 
is stronger? The question must be resolved by data. 

The 1987 Census of Agriculture does not provide overall 
land-value data (separate from $B), but it does provide one 
surrogate for land quality: land irrigated. Irrigated land is 
generally flatter, lower, and warmer; in addition, the water 
supply itself is an easement over more land (the watershed, whose 
acreage is not counted with acres per farm). Farms of 2,000 acres 
and over have 34 /'ercent of all irrigated land, but only 24 
percent of $L+B. 2 That indicates higher land quality coupled 
with lesser improvement. 

19Failure to observe this point is "regression fallacy. 11 

See A.E. Waugh, Elements of Statistical Method (New York: McGraw­
Hill, 1943):387-389. 

20I.e., 56,355 farms versus 35,484 farms over 2,000 acres; 
1987 Census of Agriculture, 93, Table 51. 

211987 Census of Agriculture, 36, Table 44. 

221987 Census of Agriculture, 16(Table 8) and 84(Table 51). 
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The 1987 census ranks farms by "acres harvested," not in the 
aggregate, but crop by crop. For almost all crops, the share 
irrigated rises steeply with acres per farm. 23 Alfalfa is an 
example. Sixty-seven percent of acres in the top bracket are 
irrigated, compared with 23 percent for all farms producing 
alfalfa. The ratio of those percentages forms an index, Zeta 
(share of land irrigated on vast acreages, relative to all 
farms) . 24 For example, for alfalfa Zeta= .67/.23 = 2.9. The 
Zetas for other crops are given in the end note. 25 This finding 
is very strong because it runs against the ranking bias. These 
farms are ranked by all acres harvested; this bias alone would 
make Zeta< 1 if the scatter of points was perfectly symmetrical 
about both axes. If the census ranked these same data by acres 
irrigated, instead of acres harvested, the Zetas would be much 
higher. 

Comparing different crops, high values of GR go with crops 
that are mostly irrigated. For example, 85 percent of tomato 
acres and 14 percent of silage corn are irrigated. For tomatoes, 
GR= .91; for silage corn, GR= .52. 26 

It is easy to presume that in a state of extremes, like 
California, high GRs result simply from consolidating high-priced 
irrigated land with vast arid ranches, "the cattle on a thousand 

231987 census of Agriculture, 36, Table 44. G. Wunderlich 
has made the same point in a brilliant (but, ruefully, 
unpublished) note, "Wetter is Better," Economic Research Service, 
U.S. Department of Agriculture, 1985. 

24This is the counterpart of Gamma, used above. 

25Zeta values by crop, calculated from 1987 Census of 
Agriculture:36, Table 44. Cash corn= 2.1; silage corn= 3.3; 
sorghum= 0.8; wheat= 1.0; barley= 1.3; oats= 3.2; cotton= 
1.4; tobacco= 1.8; soybeans= 2.0; dry edible beans= 1.5; 
potatoes= 1.1; sugar beets= 1.5; peanuts= 1.8; alfalfa hay 
etc.= 3.3; other hay= 7.5; seeds= 1.4; vegetables= 1.3; 
tomatoes= 1.2; sweet corn= 1.6; berries= 0.9; orchards= 1.2; 
rice= 1.0. 

26Those who find GR index numbers too abstract will find 
more meaning in these raw data. For tomatoes, the top acreage 
bracket contains 1.1 percent of the farms, 45 percent of the 
harvested acres, and 52 percent of the irrigated acres in 
tomatoes. For silage corn, the top bracket contains 1.0 percent 
of the farms, 11.3 percent of the harvested acres, and 26 percent 
of the irrigated acres in silage corn. 
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hills." Several of the older Wright Act 27 irrigation districts 
are strikingly egalitarian, it is true, with small mean farm 
sizes. 28 These older districts have become, however, 
exceptional. An intensive study of the huge Westlands Water 
District, 100 percent irrigated with cheap, subsidized federal 
water, shows GR= .77. 29 Villarejo and Redmond consolidated data 
from 10 districts receiving among them 48 percent of all Central 
Valley Project water, for GR= .69. 30 These high GR values come 
from 100 percent irrigated lands. 31 These and other data 32 on 
irrigated acres support the thesis that quantity and quality of 
cropland are mates more than alternates. The vaster farms also 
get more water per acre. 

Land Concentration for Farms Ranked by Sales 

The census of agriculture now also ranks farms by sales per 
farm. This yields higher GR values: .80 in 1987, compared with 

27Wright Act irrigation districts in California are special 
improvement districts whose governing boards are democratically 
elected (in most others, voting is by property value). Wright Act 
districts were the major vehicle of rapid settlement and 
subdivision, 1902-1930, before there were any outside subsidies. 
During this period, tax assessments on land in several districts 
were extremely high. These districts levy exclusively on land, 
exempting buildings. 

28series of Factual Reports on specific irrigation districts 
(I.D.), U.S. Bureau of Reclamation, Sacramento office, ca. 1947. 
The reports give data for calculating the following GRs: Lindsay­
strathmore I.D., .31; Ivanhoe I.O., .46: Madera I.D., .45. These 
data are from 1947, before the districts began getting political 
rent from federally subsidized (Central Valley Project) water. 
They are less egalitarian today. 

29calculated from data in D. Villarejo and J. Redmond, 
Missed Opportunities. Squandered Resources, (Davis: California 
Institute for Rural Studies, 1988), 45. 

30calculated from Villarejo, How Much is Enough? (Davis: 
California Institute for Rural Studies, 1986), p.28. 

31These lands are also subject to a 11160-acre limitation" 
that nominally accompanies federal water. Enforcement is 
toothless, but sporadic attempts have some effect. Other vast 
districts, not in these data, get state-subsidized water free of 
any acreage limitation, and their GRs run higher. 

32A good general source for California is Department of 
Water Resources, Bulletins 23 (a series). 
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.76 by acres. Sales are a measure of dollar values. This 
suggests, without proving, that GR-by-$L > GR-by-acres. 

In 1950, the top class (at that time, farms with sales> 
$25,000 per year) comprised 1.9 percent of all farms, 26 percent 
of the sales, and 41 percent of the irrigated land. 33 Again, 
this finding is very strong because it runs against the ranking 
bias, which is to put a higher share of sales in the top bracket. 

I used 1950 above because the current census does not 
consolidate this information. It does, however, show it on a 
crop-by-crop basis. 34 For example, for cash-grain corn, in the 
top group (highest sales per farm), 37 percent of the acres are 
irrigated versus 14 percent for all groups. It goes on like that 
for all crops (except rice, all of which is irrigated). This 
finding is unaffected by ranking bias, pro or con. 35 

Lack of buildings on latifundia 

The 1940 Census of Agriculture was the last to separate $L 
from $B, overall. In 1940 the building share of real estate value 
($B/[$L+BJ, or BSREV) was .69 in the lowest acreage bracket, .31 
for all farms, and .12 for farms of 1,000 acres and over. 36 

AELOS (1988) gives no comparable comprehensive data, but it 
does give two series that test the point and have the advantage 
of disaggregation. One is for "owner-operators" and one for 
"landlords with debt." For the owner-operators, ranked by acres 
per farm, BSREV was .63 for farms under 10 acres; .29 for all 
farms; and .12 for farms of 2,000 acres and over. 37 Building 
values are much more equally distributed among these farms than 
land values. 

331950 Census of Agriculture:1118, Table 1. 

341987 Census of Aqriculture:120, Table 52. 

35There is no ranking bias because neither acres nor 
irrigated acres is the ranking variable. Sales is the ranking 
variable, and gross acres are compared with irrigated acres. 

361940 Census of Agriculture, Vol. 3:80. An earlier 
insightful article on the subject is D. Weeks, "Factors Affecting 
Selling Prices of Land in the 11th Federal Farm Loan District," 
Hilgardia 3, no. 17 (1929):459-542. 

37Bureau of the Census, 1987 Census of Agriculture, Vol. 3, 
Related Surveys, Part 2, Agricultural Economics and Land 
Ownership Survey (AELOS) {Washington, D.C.: 1989) :229, Table 70. 
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For "landlords with debt, 1138 the BSREVs are lower overall 
(.11) than for owner-operators (.29), but the immediate interest 
here is how the shares fall with size of holding. Ranking by 
acres per farm, BSREV is .11 overall, and falls gently to .07 in 
the top bracket. These data, however, are also ranked by $L+B. 
Ranking thus, BSREV is still, of course, .11 overall, but--here 
is the shocker--BSREV falls to an astonishingly low .01 in the 
top bracket. 39 j 

A share of .01 is breathtaking in any such scatter, b t more 
so here because the ranking variable includes $B. When a scatter 
of points is loose, the choice of ranking variable (i.e., the 
definition of "size") biases the findings to show the share of 
the ranking variable rising with size. However, the present data 
are ranked by $L+B, which is neutral between $Land $B. Thus, 
BSREV = .01 in the top bracket is free of ranking bias and fully 
significant without adjustment. This is an uncommonly strong 
relationship. The biggest landlord holdings. in dollar value, are 
99 percent pure land. 

Lack of family labor on latifundia 

Lack of buildings reveals lack of family labor, because so 
many farm buildings are operator dwellings, whose economic 
function is to house operator labor near the job site. The census 
of agriculture no longer publishes data on family labor. 40 As a 
surrogate, one can assume that operator labor inputs are roughly 
in proportion to operator housing, which the census reports 
separately. In 1988 operators' dwellings were 48 percent of farm 
real estate assets in the smallest acreage bracket, 16.4 percent 
for all farms, and falling steadily, 4.4 percent on farms 2,000 

38Ibid., 219, Table 64. 

39As $L+B per farm rises, $B per farm actually falls, which 
is astounding. Like most extreme findings, this one results from 
several concurrent factors: (1) these data are for ownership, not 
operation; (2) these are all rented lands;~(3) these data are 
ranked by value, not acres/. ~ (1tj::~hese a.ta are Y.an);;e.J ey r,tR"e 
l:ans .alae, wi~ew~ sui1■iB!S, Thus, they are ideal to test my 
thesis in its purest form. They show, technically, how very 
sensitive concentration data are to the choice of ranking 
variable. Above all, they show substantively that the largest 
holdings of farm wealth consist of land without buildings. 

40rt is a wry commentary on modern attitudes that a farm 
family's own work is no longer counted as labor. 
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acres and over. 41 For family-held corporate farms (of all 
sizes), the share is 6.3 percent; for other corporate farms, 3.2 
percent. These data support the common impression that smaller 
and unincorporated farms are better supplied with operator family 
labor. 42 

In 1950 the census reported more detail than it does now on 
inputs used by farms ranked by sales. Class I farms (the largest) 
had 22 percent of the land in farms, and 7 percent of the farm 
labor (at that time, family labor was included). Class VI farms 
(the smallest) had 5 percent of the land in farms, and 11 percent 
of the farm labor. 43 This contrast would be much greater if 
farms were ranked by acres or $L+B, because sales reflect the 
presence of labor inputs, as well as feeder livestock and 
purchased feed. Those contrasts of people to land ratios were 
brouqht out in many studies in that more socially conscious 
era. ir4 

To sum up what national data show, there is evidence that 
land quality rises with acreage harvested, using irrigated acres 
as a surrogate for quality, and that BSREV falls. Ranking farms 
by sales, the same rule holds. For all owner-operated farms, 
ranked by acres, BSREV falls steeply with size. For landlords 
with debt, ranked by $L+B, BSREV falls even more steeply with 
size, nearly to zero. The last point distills my thesis to its 
essence in one datum. 

41Bureau of the Census, 1987 Census of Agriculture, Vol. 3, 
Related Surveys, Part 2, Agricultural Economics and Land 
Ownership Survey (AELOS) (Washington, D.C.: 1989):229, Table 70. 

42This also implies that land in smaller fanns is more 
productive in terms of supplying the service flow of shelter, 
plus the amenities of rural life, to families. To appreciate the 
weight of this factor, consider that the 1990 Census shows 40 
percent of American households pay more than 30 percent of their 
income for housing. As discussed above and again below, land in 
small farms is also more productive in purely cash terms (sales 
per $L). The two kinds of productivity are additive. 

431950 Census of Agriculture, Vol. 5 (Part 6):51, cited in 
M. Gaffney, "Land Speculation," (Ph.D. dissertation, University 
of California, Berkeley, 1956):207. 

44see Gaffney, ibid., 203-209. Cited there are supporting 
data from studies by C. Goodrich, J.A. Baker, L. Nelson, c. 
Hammar and J.H. Muntzell, W.J. Cash, A.O. craven, A. Raper, T.J. 
Woofter et al., J.V. Rogers, D.G. Miley, H. Weaver, W.W. Wilcox 
and W.E. Hendrix, s. Hamilton and D. Parker, D. Weeks, H. L. 
Roberts, L. Gay, Jr., E. Jacoby, and R. Hardie. 
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Comparisons Among States 

AELOS provides a third set of separate land and building 
values. These are aggregates by state. 45 Grouping data by areal 
units, as Reid did in her study of housing and income, is one way 
to overcome regression fallacy. 46 The idea is to group data on 
some basis other than the variables being studied and then to 
compare those variables among the groups. States serve the 
purpose, just as neighborhoods served Reid in her housing 
studies. 

Lesser Improvement of Land in States with Larger Farms 

One method of testing how $B grows with $Lis to compare 
their dispersions. The result is unbiased because the two 
variables are treated the same--neither ranking is given priority 
over the other. The egg-shaped envelope of scatter points is 
standing on its end if they variable is more dispersed, and 
leaning on its side if the~ variable is more dispersed. Any 
standard measure of dispersion is acceptable. 47 I use two. one 
is the mean deviation, dividing each by its respective mean to 
standardize it for comparison with others. I also calculated 
coefficients of variation (CV), which are standard deviations 
divided by the respective means. 

My results support the hypothesis that farmland values are 
much more concentrated than farm building values. The CVs are .44 
for land value, and .24 for building value. See Table 10.1 (in 
Appendix to this chapter) for details. 

45Bureau of the Census, 1987 Census of Agriculture, Vol. 3, 
Related Surveys, Part 2, Agricultural Economics and Land 
Ownership Survey (AELOS) (Washington, D.C.: 1989):230, Table 71. 
These data are just for owner-operators. More coverage would be 
better, and is stored, but this is all that is released in AELOS. 

46Margaret Reid, Housing and Income (Chicago: University of 
Chicago Press, 1962). Discussion is in R. Muth, "Permanent 
Income, Instrumental Variables, and the Income-Elasticity of 
Housing Demand," (unpublished manuscript ca. 1971:1-40). Reid's 
studies were in conjunction with developing the "permanent income 
hypothesis," which was an extended exercise in offsetting 
regression fallacy. See also the discussion in M. Gaffney, 1971, 
"The Property Tax Is a Progressive Tax," Proceedings, National 
Tax Association, 64th Annual Conference, Kansas City (published 
at Columbus, Ohio: National Tax Association) :408-426, at pp. 421-
424. 

47A. Wallis and H. Roberts, Statistics (Glencoe, IL: Free 
Press, 1956):263 and preceding. 
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My overall findings are displayed in Figure 10.1, a scatter 
plotting of LSREV against $L per farm, by states. Land value per 
farm ranges from $71,000 (West Virginia) to $630,000 (Arizona). 
Arizona and other big-farm states have higher LSREVs than West 
Virginia and other small-farm states. Overall, the scatter 
displays a strong positive relationship between $L per farm and 
LSREV, state to state. 48 This supports the basic finding which 
is, otherwise put, that land is much more concentrated than 
buildings among farms. 49 

Urban Influence 

Data by states also provide new insights into interstate and 
interregional differences. I divide states into three groups: 9 
small urban states, 7 arid ranching states, and 34 rural and 
rural-urban states (See Table 10.1). For the small urban states, 
the CV values for $Land $Bare .42 and .16; for the arid 
ranching states, .32 and .29; for the 34 rural states, .67 and 
.32. 50 Thus, $Lis more concentrated than $B among the states 
within each of the three groups, but the difference is greatest 
among the small urban states, where farm values are most affected 
by urban speculation. This suggests that the effect of urban land 
speculation is toward higher concentration of landholdings, a 
point made earlier by Gray, and by Goldenweiser and Truesdell, 51 

48using $L to rank the states would reintroduce an element 
of ranking bias were grouped data not being used. Lumping data 
causes extreme understatement of the relationship displayed, so 
no net exaggeration is perpetrated by Figure 10.1. 

49If that is not clear, think of it in extreme terms. It is 
as though buildings were all of equal value, from farm to farm, 
and farms differed only in their lands. 

50To sharpen these differentials, I have experimented with 
dividing states synthetically into regions. Thus, it is 
reasonable to impute the characteristics of Iowa to the northern 
third of Missouri and the southern third of Minnesota, leaving 
the residuals to the other two-thirds of each state. The result 
is a steep jump in the mean deviation of $L per farm, with a 
small rise in that of acres per farm and $B per farm. County-by­
county data processed in this way would make the points even 
sharper. Several prior researchers have used county data to good 
effect. 

51L.C. Gray, "Land Speculation," In E.R.A. Seligman, ed., 
Encyclopedia of the Social Sciences (New York: Macmillan, 1931). 
E.A. Goldenweiser and L. Truesdell, Farm Tenancy in the United 
States. Bureau of the Census, Census Monograph #4, (Washington, 
D.C.: U.S.Government Printing Office, 1924). 
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and observable today around growing cities. 52 

Association of Property Taxation and Land Improvement 

The specific contrast of two states, Wisconsin and Florida, 
illustrates and exemplifies my general findings. In Table 10.2, I 
rank the 50 states by LSREV. The complement of LSREV is BSREV. 
Wisconsin has the highest BSREV, .47; Florida has the lowest, 
.15. Yet, Wisconsin's farm property tax rate (PTR) exceeds 
Florida's 4 to 1. Wisconsin, the high-tax state, leads Florida 3 
to 1 in farm output per dollar of farmland value, 5 to 1 in farm 
buildings per dollar of farmland value, and (surprisingly) 7 to 3 
in machinery/livestock. Florida, the low-tax state, leads 
Wisconsin in GR (2 to 1); in $L per farm (5.5 to 1); in acres per 
farm (3 to 2); in $L per acre (4 to 1); and in real estate/all 
assets (11 to 8) (Table 2).~ 

52Florida, singled out below as a "bellwether" state, is not 
a "small" urban state, but ranks high in urban sprawl, which 
spreads urban price influence over farmland: 7.4 percent of 
Florida is "urban and built-up," compared with less in other 
states of comparable area and population--5.1 percent in 
Illinois, 5.2 percent in Michigan, and 5.8 percent in New York 
(U.S. Department of Commerce, Statistical Abstract of the United 
States 1988, (Washington, D.C., 1989):187). Florida ranks low in 
per capita income, but second among states in domestic travel 
spending. The Florida land boom of 1926 is history, but the 
dispersed settlement pattern that fostered it still stamps 
Florida, and helps explain its farmland characteristics, viz. 
high LSREV and high GR. 

Philip Raup points out that recreation-retirement uses, 
along with tax shelters, even dominate ranchland values in some 
arid states. (Statement before Subcommittee on Monopoly, Senate 
Small Business Committee, Role of Giant Corporations, 
(Washington, o.c.: U.S. Government Printing Office, 1972), Part 
3:3969.) 

53Florida also outranks Wisconsin in many measures of social 
and civic morbidity. Florida leads the nation in violent crimes 
per 100,000 population, and it leads Wisconsin 5 to 1 (Federal 
Bureau of Iinvestigation's Uniform Crime Rates, 1991 World 
Almanac, p.848). That is the more significant considering its age 
distribution, which is short on the violence-prone youthful 
cohorts. Florida ranks 44th in voter turnout, to 4th for 
Wisconsin, even though Florida ranks first in share of population 
over age 65, the high-voting ages. Florida also leads Wisconsin 
in infant mortality rate, 12.8 to 9.5; divorce rate, 6.7 to 3.6; 
and prisoners per 100,000 people, 243 to 102. In a cultural 
factor like patents issued per million people, Wisconsin leads 
Florida 185 to 113. (Data from 1990 statistical Abstract, pp. 
xii-xxi, 535; state and Metropolitan Area Data Book, 1986; Annual 
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Florida and Wisconsin are not exceptions or outliers, but 
bellwethers. Extending the data to 8 states below Florida, and 8 
above Wisconsin, the differences persist and accumulate 
consistently. The "Florida 9" are Florida, Arizona, New Mexico, 
Hawaii, Montana, North Dakota, Wyoming, California, and Texas. 
The "Wisconsin 9" are Wisconsin, Delaware, Maine, Pennsylvania, 
New York, New Hampshire, North Carolina, Oklahoma, and Ohio. 
There are two contrasting Gestalts along the lines shown. 

The Wisconsin 9 have higher PTRs overall than the Florida 9. 
To the extent that the PTR is a cause of the effects with which 
it is associated, its effect is not so much to abort farm 
capital, as expected. It is associated with high BSREV. High PTR 
is also associated with small farms (low $L per farm, low $L per 
acre), low GR values, high ratios of M&E to livestock and to real 
estate, low shares of leased land, 54 and fuller land usage, as 
measured by sales per $L. 

The inverse relationship between PTR and GR is particularly 
consistent and noteworthy. In this respect North Dakota and 
Delaware, otherwise nonconforming members of their respective 
groups, fall into line. Delaware has a low PTR and a high GR; 
North Dakota the opposite. The egalitarian effects of a high PTR 
seem stronger than its negative incentive effects, even though 
buildings are part of the tax base. These egalitarian effects 
would be stronger if the tax base was limited to naked land 
value, because LSREV rises steeply with size of farm. Untaxing 
buildings would also eliminate negative incentive effects. 

One may at least firmly conclude that large farm units are 
less improved and less peopled than small and medium-sized farms. 
There are two possible interpretations. One is that big farms are 
more efficient, getting more from less, but that is refuted by 
their getting less output per $L. The other is that Veblen was 
right, many of them are oversized stores of value, held first to 
park slack money and only secondly to produce food and fiber, and 

Reports, USDC, Commissioner of Patents and Trademarks; America 
Votes 19, Washington: Congressional Quarterly, 1991.) These data 
are only partial and exploratory: many factors, including urban 
factors, contribute to such contrasts. A much-discussed treatment 
is Walter Goldschmidt, As You Sow. Glencoe: The Free Press, 1948. 
Also worth consulting is M.R. Greenberg, G.W. Carey, and F.J. 
Popper, "Violent Death, Violent States, and American Youth," The 
Public Interest No. 87, Spring 1987:38-48. 

54Florida, my bellwether state, is an exception to this 
rule. 
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complement the owner's workmanship. 55 The Florida 9 may 
represent a home grown rural "third world" of large, 
underutilized landholdings that preempt the best land and force 
median farmers onto small farms on low-grade land. 

The issue cannot be settled in a few words, but the 
implications for tax policy are the same either way. If large 
units are more efficient, they can bear heavier taxes. If they 
are less efficient, heavier PTRs will induce them to release 
surplus land for others, which will tend at the margins to 
equalize factor proportions, moving more states from the Florida 
toward the Wisconsin model. 

55T. Veblen, "The Independent Farmer," Absentee Ownership, 
(New York: B.W. Huebsch, Inc., 1923):129-42. 
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TABLE 10.1 Dispersion of Farm Sizes, U.S. and States, by Type 

Group LSREV $L/A A/Fm L/Fm B/Fm L+B/Fm 
($k) ($k) ($k) 

50 states .71 537 299 161 64.7 225 
Mean deviation (MD) 177 70.9 15.7 
MD/mean .59 .44 .24 
Std. Deviation 319 102 23.2 
CV 1.07 .63 .36 

34 Rural-urban states .70 708 213 151 64.4 215 
Mean deviation (MD) 67.5 66.9 13.9 
MD/mean .32 .44 .22 
Std. Deviation 97.1 101 20.8 
CV .46 .67 .32 

7 small urban states .70 3,186 106 337 143 480 
Mean deviation (MD) 13.5 128 18.5 
MD/mean .127 .38 .129 
Std. Deviation 15.1 140 22.7 
CV .143 .415 .159 

9 arid ranching states .78 201 879 201 56.3 258 
Mean deviation 423 57.0 13.2 
MD/mean .48 .283 .234 
Std. Deviation 567 64.4 16.6 
CV .645 .320 .295 

Notes: 
The nine arid ranching states are North Dakota, South Dakota, 

Nebraska, Kansas, Montna, Wyoming, Nevada, Colorado, and New Mexico. 
(Arizona is surprisingly missing, because of its high $L/acre.) 

The seven small urban states are Massachussetts, Rhode Island, 
Connecticut, New Jersey, Delaware, Maryland and New Hampshire. (New 
Hampshire is surprisingly included, because of its small area and high 
$L/acre. Ideally, northern New Hampshire would be treated separately 
as rural, but then many other states should be split as well.) 

The 34 "regular" states are all the others. 
LSREV = land share of real estate value, i.e., $L/($L+B); $L/A = 

land value per acre; A/Fm= acres per farm; L/Fm = land value per 
farm; B/Fm = buildings value per farm; L+B/Fm =land+ buildings value 
per farm. 
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TABLE 10.2. States Ranked by LSREV, Top and Bottom Nine 

State LSREV L/Fm L/A GR PTR L+B/ M&E/ A/ 
AFA LS Fm 

L/ Leased Sales/ 
AFA Share L 

FL .85 452 1686 .847 .54 .88 .75 306 .75 .26 .23 
AZ .84 630 542 .870 .44 .86 .55 4752 .72 .77 .31 
NM .84 329 137 .782 .37 .84 .52 3230 .71 .48 .32 
HI .83 366 1726 .962 .35 .85 4.57 353 .71 .51 .25 
MT .80 304 180 . 617 .85 .79 1.59 2451 .63 .32 .18 
ND .80 229 279 .467 .96 .73 4.02 818 .58 .51 .23 
WY .78 274 118 .682 .81 .77 .70 2314 .60 .42 .24 
CA .78 476 2318 .875 .55 .86 1.11 368 . 67 .58 .31 
TX .78 215 570 .782 .56 .84 1.19 376 .66 .51 .22 

OH .59 91 702 .556 .95 .78 2.56 130 .46 .42 .33 
OK .59 92 361 .649 .60 .79 .97 255 .47 .46 .43 
NC .59 89 943 .621 .47 .81 2.94 95 .48 .49 .59 
NH .58 183 1370 .547 .97 .86 1.85 134 .50 .14 .15 
NY .58 126 704 .506 1.58 .75 1.52 223 .43 .22 .40 
PA .57 118 945 .490 .80 .76 1.41 153 .43 .33 .40 
ME .56 106 520 .528 1.17 .74 2.27 214 .41 .15 .70 
DE .54 126 1299 .679* .44 .82 3.75 205 .44 .57 .85 
WI .53 84 444 .436 2.13 .64 1. 32 221 .34 .28 .72 

Notes: 
LSREV = land share of real estate value, i.e. , $L/ ($L+B); 
$L/Fm = land value per farm; 
$L/A = land value per acre; 
GR= Gini Ratio, intrastate, by acres; 
PTR = property tax rate on real estate, de facto; 
$L+B/AFA =land+ buildings as share of all farm assets; 
M&E/LS = machinery and equipment divided by livestock, dollar values; 
A/Fm= acres per farm; 
$L/AFA = land value as share of all farm assets; 
Leased share= fraction of acres in state under lease; and 
Sales/L = sales (of farm output) per dollar of land value (est.) . 
* 1982 data used, for want of 1987 data for DE. 

sources: 
Data are from Bureau of the Census, 1987 Census of Agriculture, 

Vol. 3, Related surveys, Part 2, Agricultural Economics and Land 
ownership survey (Washington, D.C.: 1989), as follows: 
separate land and building values, p. 229, Table 70; 
other asset values, p. 61, Table 28; 
Gini Ratios calculated from data in Table 5, (p. 179); 
tax rates, p. 181, Table 51; 
leased land, p. 5, Table 2; 
sales, p. 20, Table 8; 
$L+B, p. 61, Table 28. $L+B was converted to $L using the LSREV 
factor in Column 1. This is an estimate because the LSREV factor 
applies to owner-occupied farms, but the sales and $L+B data are for 



all farms. This approximation is necessary because fully coordinated 
published data are lacking. 
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. Falling Property Tax Rates and Rising Inequality ,,-, 

Mason Gaffney 

1 

It is a common belief that property tax relief is "good for 

farmers." It certainly raises the private share of economic rent. 

Th~ in turn raises the investment grade of farmland and 

encourages its purchase as a store of value, a place to park 

slack money.pr;;;;;:~1 ~~maybe at odd~tith using it as a 

Vyhi~le . ~~.:, enterpriie"--and---~~ outlet f~~-;~rkmanship. 'We fii:id 
~ _..,o--.-v't8t,1.--v,,.,~ 

herein tha-t higher farm property taxes are associated with hig~er 
/\ .J.-o r. . _,/,.-., 

ratios of capitaliland and labor~land, both over time and among --r'Wr_ a.Ju_ 'J-..; . 'J;. 

states. Wei\ also f:i:Mu-bftt'!ffll associated with smaller mean farm size/ 

and more equal distribution of farm sizes. 

,s\ I,? J . • ) J l j •· ,(",., ,. 1 ~-;~ J'y,.,,-tt-..t.- µ, (>l'•l-• (' ! ,-.r..--rt,t {t t ) ,, .. ' ,'.,, ,.ij .f,,- _fl~ 
~.w,_first document the rise of inequ~lity inAdistribution of 

farmlandJ-;ollowing a sharp drop in farm property tax rates after 
:.r. 

1930 • .Jl"hen ~ show, by cross-sectional analysis, a positive 
Jt, d"\ . 

relationship between higher property tax rates and more intensive 

use of farmland, which in 

distribution of farmland. 

turn is associated with more equal 
-:C 

Conversely, ~find property tax relief 

associated with underuse and underimprovement of land. 

A priori, a tax on buildings works to suppress buildingfand 
./-t> 

to penalize smaller farmers, whose buildingJland ratio is higher 

. ___ ... -----



~l,._J; ~ 
than(bigger farmers):'The findings seem to sh?w, therefore, a 

2 

stro~er counteref;;;t, pro£,ncentive and pr~Eubdivision, of 

other part of the property tax, the part based on land value. 

the 

I~ 
PROPERTY TAX RELIEF AND THE MARCH OF CONCENTRATION, 1930-88 

,,----.. J I • ep_,-r /' "' ij_ vt;~' 

~

--~\ o.-i\Ci.,) The natio9,1 a~era~e of far. m property tax rates peake~ in . 
( .yv _,,, L'Ll ~ · e-l a.:t a.-1--M-< .• :c 
\ .. ___ ~/// 1930 at l.32ef- It fell to O. 1ye) in 1945J. stabiliz~ around :hat· 

,....,...------~·-,::·\ level--it was O. 8"'~ in 1987 .1 Sales and • t ~b '.tel-<~ 
-~. .,., £.· \.. ..__ ~ income axes, ear~ 

r.· ;~~.,.., - : . /\ 
~,'.,_"'1,.~.rJJ)heavier on urban activities, replaced the missing property taxes'"q._ 

p • ~ .1... ,4.-tr-ti .. .17 (,.e.., 1 /i,i:~-l'..;,"',.,H_,u.,L .. 

II 

✓ f. '2:_:) Vanishing Farmers and Unaffordable Farms 

Mean acrest:"rmC- had remained foi% constant for 65 yearsJ­

(1870-193?/at a=d 155 acres, ~iag two major industrial 
~ --i~& 

merger movements. After 1935A the ,m~an took of.f ,.~t:C:~Pl __ ~ to 462 u . )) , 
~ ; . 4 4-4~ ·l<)U';,µ . .f..U-tt·J Wct..t..- ei,v YRC , .l .. .J.h 

acres by 1987. AsAfarm number~!:f-e-r'f, national popul~tionf.eee. In /,? 
I ~ ~u-1900 there was one farm per 11 Americans; in 1987 only one per , P-' \ L· 

i
j • \ ·,, ,,"', t 
' {l'' •, \,: • I . ~ A 

!ks:_ )t ~a:-'(_. ·fr' ,s. . ( .. (.-t j ·, ,),v "t:'-
; • J , 5, J'., J.h.,1-V,-,,., ", ... f A-1· (, 'I "7' < r· .t.d.' U t(.'.) ·\. -· 1,l .... l.t' ____ ._________ h.,.(.,.. yf • ~-;:; ~ · "D "' r -

, J_,,,.Jc...,, 
1 

930 d 1945 iayes _from BSDA, cit(' The Economic Almanac/- ~--

"'is f zy, but before 1930 here were no state sales· taxes and few e,t~ ().,? 
state income taxe·s. In 19 0, half of all state governmez:i._t __ ... _ ...... _ r,/.J IJJ 

. t,....I!.Y~m;1:s were from proper. y taxes, pl~ 9@or· loca1·revenues 
,1.,.,,hXt:Ct~ counties· and sc ool districts). The levies of special , 
,,t improvement districts, e(.g ., for irrigation and drainage, are not . , .,1 . 

legally "taxes, " but "b¢nef it assessments," and were 0ft 1!Bf!i ef · .,lAv "-CK..--tul..1-mv 

-/f> "the ~~J.:~-~i ven. / /J .. .. ,../ . ,_1 (' /) , . 1 c:; <? /I,;, • _ _ . ".,/,__ 

, l / '4~#l~~JJ~lAt:~~,; · 
v 0:~-1,('.!zo -.'C'..v--];.~~-~_:-;,,,,.,C,_,t···,;~1:~:{

1~:~t .. :-:l:lb .l,_J1sq):· 
J,..0..-, .,, . . ....-<c1.--'-:",l-~- ,- { .. . . ,! , . ' X' '-,c; •. ,· Ir. ,::""' 
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113. Farms became unaffordable. Real wage rates have not risen as 

fast as rea~. land prices since 

1975, 2 ,.(~~i!tt.1abor-price 

acres~m, the labor-price of 

6 years' wages (before payroll 
I))~'> 

years' in 1987. 3 
t'\ 

~ Vanishing Middle Class 

1955, and not at all since about 

of la~d. Coupling th~s with rising 

a farm roughly tripled/'-from about 
',) 

deductions) in 1954 to about 17 

/AJ l.Jr .. t (lkV 

~ 1900 the Censusff1tn publishing farm data ranked by 

acres?f'arm. Using thfs~, the Gini Ratio 
,....~-... 

L J: /z_-tk;)..Q..,A • k 
CV"'~" :r::isi.ng only slowly"to . 63 in 1930. ✓After that it rose faster/\ to 

~ ~ J 

(G;f )_) 
4 

was . 58 in 1900, 

.70 by 1950, plateaued there for 15 years, then rose again to .76 

f I .I <:' . I 4-~ 1:t' 
/ /:)l,r .\ !' ('(.,U.. e,,:,_ /t.,0-- t-c//{., ~tLl{. •. ;i. ct,C • .s,.) 

b/ ~ / - , 
2 

In constant dollarsn:average hourly e~rnings of non~ 
supervi ry J=>J"Oduction lab in U.S. manufac uring peaked Yn . 
1975~~P¼-"'3" about 7,()~ 1988. (91,1;, an/ Handbook of Labor .t,,.YJ.., 
Statistics,_ Bulletin 2:f40J.t:'P.80,za312.). 1 ~ ~·.., - ,~. gt;, G'ar. 

3 • • · LWet.• ,,..~/t1v.../b.c.#1 _)<t' 1.~1-J, '"--'"~ ,,{~ 'f 
Average hour_ly earnings (before 1:.9-x) o~ non supervise~~ 1 .. r;_,t, ·"' 

production workers wee $1.71 in 195~] andi'IB_.S~in. 1985 ... .1farm 17(..I,-V"~. 
was 20,400 in. 95 and $289,000 in 1987. Figu~\'/l~ 2,0~.0~rking .If ~ 
hours ear~~~~✓the labor-cost of a farm in year~wages. have -..__ r.vV.tt_L.'V 
under tated both the ~ise and the years by using "earnings" v,lJW"' 
instead of di sp%ble pay· after payroll taxes, which have risen Ji ui<" 

-L ").--sJiarply. Also, I "e alloweEi nothing for layoffs, sickness, 
i '-11 ~·) in jury, unemployment, etc. . J. .I • ,,., •. , .••.• ... j .-',,-·v.-::,-:" 
(Y" tlY'\; 1 G-,?., . ks .ph 71 ._ C.•"-••·.-. ,-F'-"' /(.,(L.,' 

/' 
4
The Gini RnHe (C,llr ls a measure of uneq~distribution. 

It is a pure index that sums tt:p- and standa~-llzes ~ eelttno:1!J of 
disparate data in.one number. A rise in~rmeans the big got 
bigger and/o~ the small got smaller. It ranges from .00 (complete 
equality) to 1.00 (comp_lete inequality). Its essence is explained 
in many basic texts on- industrial organization.~e.g.)D~tHJla.a 
Needham,~The Economics of Industrial Stru ture and 
Performa~~ (@ :~St. Martin's Press, ..p. 4il 4. = . _,-----.. 

r:J.- t JIF7&):~'lf. see J : 



5 ,,,..--...... a.Ju_ 
by 1987 ~? comparison, G'tJ.s for personal income ~much 

lower, afo~Bd .40, and are much more stable over decades.) The 
µ\,1.;'..';-l~ 

accelerated riseJ-.-t-J.-930~oincided with the rise of mean 
~ 1,-t;f 

acresifarrn, and~followed the fall of property tax rates. 

c~:as a meas~::~eals only with concentration among 

4 

~-~a.I~ * .) .. 
existi~ ·farms: ~ndustrial economists fault it fo. r n.ot reflecting. ',/.· ; ,' a_ 

. =-- 1 k GI(_ ~ )i.!L. /J'l t. tnf.A,··fr"-J e- • 
the loss of farms.✓Acknowledging the critics, let,tt& modify it to i,/ 

"" > ' )§ 
combin~ po~h effects:·~imply add the ghosts of 4.5 million farms 

~.,,.., o.,.J-19fh ,;..-· 
that died,~1935r~J.,_ to the lowest brack~t, as farms with zero 

A. ,.-,,.,., ' 
acres in 1988. This raises G,R"\ for 1988 from . 76 to .· 92, ~ ,, 

11 4 
. Jl.'-' 

• q,. a-- • .,.u...~~ ( • & 3..) C-A.t,,c,,t.,,J..aA .. f.,, ,, 1 ' P~. 

revolu;,~~~a~~-t .. ,ese of~::~a,;,~Y freffl • • &3--±n- 193~. QoiR"7 :ttJ\.this • G~ 

way t ~e~ a better feel for how concentration shot up after 

193o-
1Js. In~e Great Depressionr ~93o!!J,. millions of small ~ . ~ ~3/ . 

±UYV-t4l(AJ,,, 0.,. J ,/4 (1,,C 
farms so£ ved as refu'='e1' for:: the jobless and .homeless; today .A th¼s 

.I 
refuge is closed, with explosive social consequences in urban 

slums. 

~; 

C'<' t_:) The Rise of Land Quality in Vast Farms 

The concentration of the value of farm real estate is 

✓ _/ 0.A~p_ 
growing faster than that of farm acres. The value of,,.Land~ 

/lfuildings ($L+B) per acre in the top bracket (farms of 1,000 

5 , .J-t_,_ LJ.M./4.l<,,t., J ~ v ~ 'cf II ~n-~ ti . 

Calculated frorn\..--€e:Alfri-of/4riculturek The full set off~~ 
,nambe~s: 1900 = .58-; 1910 = .57; 1920 = .60; 1925 = .62; .l.930 
= .63; 1935 = .65; 1940 = .67; 1945 = .70; 1950 = .70; 1959 = 
• 71; 1969 = . 71; '1982 = . 75; 1987 = . 76. 



~ 5 / 
y, ~- ~ //,> 

acres and "i,i:f) has risen relative to -hlB~aue ffi:,.l f:;;~s. --· _ -;p~µ 

For easy recall and reference, I label this ratio AMMA.. G .-• .. ,,.,.~ ..z:;__ . ,('· ,, o/J" ,r;,..,,. 
is the ¥op Alfacket ..<c'rl".3{l_u_e .:ef_yiQed by~ tl!,a, ,lo!i,anJ\-'ifre~l.11." • 1 tt~~\.> "Jt.-

In 1910, f~ for $L+B was • 35. By 1930 1 t had dropped to . 29, \ ~.:_:~ -·\\\ .,pf1·
1

-" 

/zt) 0-- i ' • I n.• \ 
after twoa:tsy years of high farm property tax rates. 6 By 1987, '\})' r{;"·, \ 

after 57 years of low property tax rates, it had doubled to . 61. 7 \, __ "~-

In addition, the ,.;G~nd jlfiare of £eal ~tate J/(1ue ( LSREV) in 
# 

the top bracket (1,000 acres and 
0
ut>) has risen faster than 

overall. LSREV is g;;;acronym for $L//4L+Bf, that is the value of 

'-"" land as a fraction of the value of land and buildings together. 

At the same time 1~7T~or $L+B was rising, $B was contributing 

less to the numerator of the ratio, so $L had to be contributing 
J .--------

mo~ Accordingly, /AMMA~or $L alone rose faster than for $L+B. 

,~or $L ros:.,_~..,:_orn • 36 in 1930 to about . 75 in 1988 

(estimated). 
8 

~_{for $L alone~ without $B) seems headed ·~ 

~(.A_,'.• (],IA.- /)'I. ff..t., (£,4~ J ~tJ)_,, 6 J . 
Calculated f:om~l940 ~ensus of Agriculture 3: 78-79, _82; and 

1950 Census of A ricu ture .f: 776. .:.>1' t1 • 
'- -~='l''--q l~~L'- St ' \J o.x. • 7 

987 Census of A~~~ g:,=p.~3( 1940 f A 3:78-79, 
82; and 1950 Census o • 'F:•116 In 1940 and 1950 tH ''top 
bracket"was 1,000 acr~a~d ~ in 1987 it was 2,000 acres and 

~up. I adjusted for this by combining the top two brackets in 

1987 • 7l.J_ ~ ~. _ •/4~-(A--¾-i:'~,{.-'--

(i93Q values"-from_ .l-940. Census of Agriculture~ 1.ee, ci✓ 
After 194<l.>the Census~stoppea supplying separate data on pure $L. 
For 1988,AELOS gives ata on pure $L only

1
for "owner-occupied 

farms" (not for 11 arms as in the 1940 l:.ensus )~ For owner-
occupied farms, AMMA of $L is up to .60/ ~~: mean it is , 4 •• Q 
wel. 1 above . 60 r a farms, because the . AMMA ~sa.e "e ti& heye,,, aa,.t;..,,c,,t,.v-et .• Y.. ,. • 
(for $L+B) is~_higher t·or rented acres . = .65) than for 
owned acres (~ =: . 52). Reasoning from that co parison, ~ ~ 
for pure~ 1988 would be about .75. To reprise, that means 
the value~cre of land i_n farm operations of over 1,000 acres is 



towardr 1.00 or more, meaning there will be, if this long trend 

continues, no more drop-off of unit values with acres~:nn_:j 

-----•-·•* 

.r·'',..,. 

. _ Thus,~the value of land in farms 
L---' .,hi.A~,i /f/ '7) ~ 

by xx~ e-930-8.J, compared j;,c,a rise of 

---~----. - ~- ~ .. ,.-----------~ -

~ 
of 1,000 acres and J;l,ff""rose 

• J,,e11.(JZ.<-t.f° • . 

xx~ for all- farms. 

A confirming indicator is the share of harvested cropland, 

6 

by size of farm. This share in the top bracket has risen relative 

to the share for all farms./2his ;;atio in 1925 was 8.5@;37.~, or 

.23. It rose to .37 in 1950rand .69 by 1987. 9 
A • 

Another confirming indicator is the rising concentration of 

irrigated land./When irrigation was young in Anglo-AmericaJ--6:890-

19lj, it was the recourse of small farmers struggling for land 

against bonanza wheat farmers and ranchers~the familiar grist 

of horse operas). Then, vast spreads were subdivided to create 

small irrigated farms. There was drastic subdivision and 

intensification/C1900~)~.lO Land in farms of 1,000 acres and over 

----------.,_.,·-·..,._~_- J.,, (,,,C,,. - ~,(l,}t,'11-'1..-f/..,! . ·. 

probably~~f4u,- s high as the valueFe for all farm~. 
9h4 - (t)l.)--" ~ d v~. 2. 7 ~ 
J\1925.!..50 ~ from J950 Census of~~ 780 1182; ,-.1987, from +iL 

1987 CensuJ' of@;~. !l'.5.l/.~J?a~--9~. To main_tain comparability it 
is necessary to c nsolidate the top two brackets in 1987. 

,P,.-'t,v~ C:.J q ~ -Cr I) 1 ~-- SI, • 
1--tr"'-- {'".JI1ie number of~(arms in Stanislaus County, California, 

quintupled f_rom 1900,t~O. Subdivision for more inten_sive culture 
by small farmers was the dominating trend there tDen. Heavy land 
taxes were levied in the ,,eounty \lbv .rrrigationA'11stricts) to 
finance public irrigation works .~njemi:n F. Rhodes, ~941/ '~T~§! . _ . 

11 
t./ 3 .. 

11,'rhirsty LandJII Ph.D. dissertation,~ Berkeley,fcivai"lable -.aeB=- ....> 
b,v'>•"°';Main Library7'and on microfilm, HD~740, _ M6R4. See also.>A"lbert 
~ Henley, ~ "Land-value Taxat,j..onl):,y California Irrigation 
«o,,+-\ Districts,;" ~n Ar~:h.t2r Becker>..fed.r, Land and Building Taxes)-_ 

!'-...... l~.1..t..AA •• 1.::/7 (.,( (J.j_f t}·J.;. ... -i,,r.,.l, et,> 
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actually dropped (nationally) by 

record. Now, however, 3~of all 

f,tt'~ 

15@~ 1900;910, the only 

irrigated land is in the 

drop on 

top 

bracket, farms of 2,000 acres and over. 11 Control of irrigated 

land means control over water. Control of water gives control 

over arid lands roundabout. ownership and control based on water 
~~ • . 

haVbecome highly concentrated.✓For farms with irrigated land, 
~--------i 12 · -}tY .•• 
G~~ = • 82, substantially higher than,t'fd\ of . 76 for all 

farms. 

. . An independent study by '8eft-Villarejo illustrates the trendL 
D <""...,, .J,o I~ .. tr\ 

1~.<J 1940t1'82 }!n a specific area intensively studied by EENihl Wilson 

and Me:~ien Clawson in 1940. The study area was the irrigable and 

irrigated land in Kern and. Tulare /aunties, California. 

Replicating the study in 1982, Villarejo found that "land 

(Madison: _jJniversity of Wisconsin Press, J9t,c/)• ·-·) 
1 ~ :r-,.. / l.{_-r ..U.. fr) ,,,,..;u 'f ( ...,---U.. S' I • 

1987 Census of ~'r'\.T 8 :p,1,,e,.s:1:, p.•8-4. The movement in 
Califo nia is se~~e y studied by I\Fell5i!t Robert., 1973, 

1
. 

Poli tics of LandHSN .• Grossman Pl;lblishe:r;~, ooaaTI-:l.l.!~~Jti_ll, ... .,./ /' / 'i '1 J: 
.1:-9-9-iy-"Property ·an Water Insti~tions in alifornia," draft,("~ 
1-18, Claremon:t Graduate Schooi;

11
Roberts~ Pell¥-c J.9--+1,... "Power .and 

Land in California," a summary ot the Nader Report chaired by --- ~ 
Robert Fellmeth, 197l;P,i'aylor, • . , Essays on Land,.. l•'!; ~~o 
Water and the Law in California Arno Prew .• \'f±l:•J.:are jo ,LQ~_J-: r.'K.c._,~_-. 
and J~edmond, 1983.y. Missed Opportunities --Squandered 4,,.t,J~dll, 
Resou~/{pavis: California Institute for Rural Studies.Jr-Re:---·•--- J~~c\ ·"' 
concentrated control of water in HawaiiJsee P~ Philipp, ib95l, o✓ , 
The Diversified Agriculture of Hawaii (HonollJ;1u:..-University of 
Hawaii Pres~) ....-~18-20.: , LJ 1171) 

12 /f5!, • ~ /4,T.,µ,.f 
Calculated from .!_987 Census of A .• • 8, p.~. Because of 

the peculiar arrangement of,oata, this ~ure nee~s cautious 
interpretation. For other confirmation, however, see i:af;r;:a.£-14-c\tl, 

2'. 



ownership has become more concentrated as more land has been 
,,---.. 

placed in irrigated farm['.~ 3 

8 

~sing Land Share and Rising Ratio of Price to Castl:iow ~ ,, 
"/' 

1fi;REV almost certainly rose from 1940, when land prices were 
~ 

depressed, to 1987. By splicing disparate tables to get 

comparable data, I estimate LSREV rose from .69 to well over 
• 14 U4...-~pti:_,t,,f...,,, a,. .. /,,,~tn~,A- ' 
• 8 0. ,We aa.ve already seen -t-sect±mr-:31 it rose most in the top 

acreage brackets. 

--r ~ Y t?,,.-(P/c) 
Higher LSREV means a highe~ftice to cash/flowf(ratio. 

~ 'A 
That is because/4sh:/flow from buildings and ot._he,r 9apital • 

• bef rt c.. 1a...f-HJ'A- 9-

include.s allowance for ~eciation (D). ~1s part of/4shlflow, 

but not part of earnings; price is capitalized only from earnings 

(C-D). Thus, the price of capital is capitalized from less than 
"/ 

its/ash/tlow. The le;:ice.,,of 

more than itsfash/flow: it 
~ 

land, oppositely, is capitalized from 

is from,/4s~ow plus the current 

13
D~Villarejo, ~ow Much is Enough?/Davis:~California __ 

Institute for Rural Studies, ,~~08. . \ , . . .. . J a, 1-~~\t 

14 fe(,)L_., /~Mt,,,.., tu-fi..,.-c/4..~-4..U4-- ·o J ..---.,. 
I:f1/ 1940, the last pr~v~oue ·consus-tTepoR s~parat~ #~L and 

$B, LSRE:Vwas .69 overal1,-~te ~1Wul? st:EV ~ 
operators. l~~JPS, 199,81 ~ oi;;Wer- ra o s ut .not l ti J.., 
-ebe ov~f;q.J.,-11.ga1e. Ho~;c p~ 1940 with 1988? It is fair to iP "-0'/"~ 
assume-Few~. er.-. operator..w"' L REVwas well below the average then, as ..vvv~ J

1 
.. I 111 

now. Fr"om thatkI -w±ti "ha lpark" it at .. §.0 for 1940."" In 1988 4-t..a... ,1..~ '1.1 • 

owner~c~rEii-~~SREYwas., measured, and~as up to . 7 9, a big /\ . 
jump •. rs implies a big !jump in·overall LSRE~ too~ • -

I : ~ 

/ ~ l_S RE v' i,J«,-L, ,,t<1)-:l lu,,f 6>: .y,'. '-~{ j?}) 



~eciation (C+~>-
15 

Land price also ~ures expectations of 

cash and service flows from various nonVm elements, many of 

which are deferred and speculative. 

High ratios of farm price to/asfkow ~ 
hJ'-'>'¥,/ ✓. 

another barrier toD.entry. Direct data on farmland P/C ratios are 
r-

not available, but a rough surrogate (to show trend, not value) 

is the ratio of farm real estate values to gross farm revenues. 
(\.. 

This ratio was low (2.56) in 1945/'-when 1;fte- gloomy market looked 
. . .) 

for another postwar farm depression~d land buyers got lucky. 

It rose to 4.0 in 1954, and to 5.9 in 1982 . ...,,.Farmland prices 
• 11</Ds 

dropped sharply in the mid-eigh~ies, but still left the ratio at 

4.35 in 1987, much higher thanlf945_/Jo. 16 

" 
A high P/C ratio shows a higher share of $L_ in farm wealth . 

.. 

A-:V _/ 
A common belief ha-e. ~ that high capital costs of.,,-Machinery and 

~ipment ($M&E) are peculiar to modern farm technology~d are 

9 

,,/"'·' 

~

• 
15

The. s. tandar~formula (omitting the property tax rate) 
is !f F/[_!-<t_l, whe~s land price, CF is current cash flow! ! 
is i er.er,t rate, and g_ is annual growth rate of .g. Rearranging 
terms,_B,[cy+Pg]/~. fg_is the current annual increment to land 
price."irlne formula is simplified, but in the market.>brokers have 
been ca~it~lizing and selli~g ~ for ages 1 using this ~~sic theme 
and variations. . d\ .,~·-,,.,. A /J J -l<J'l 

1 c. / ~ : 7, '1~6,..ta_/_, /1 // ~ ,::.:.(.U-A. £• 

Al 1 87 Census of A ,~T,1 1 p.~, for 1954-87 ¥ta• 1950 Census 
of Ag . (10 ;775-76 and 2(9.):753, T. 1, for 1945.J&r1.ier years 
require, ome piecing out~ but are roughly as follows: 1900 =, 
4.55; 1910 = 5.56; 1920 = 3.85; 1930 = 4.17; 1940 ~ 4.17. Within 
those ~pare numbers lie the stories, follies, hopes, heartbreaks, 
delusipns,. labors·, savings,.._and lives of mill-ions of Americans. 

I -----• . ~~ 
,,,,,- 1 . /Y '\ 

L .l I .J..<L, • , ) I""\ • , 
1:V ~-- { l ~··V 4' ) 

\J,Y .J- ¥,>.-1,>:, "> t l"s"~ ; 
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the main barrier to farm entry/Tbat(),,':z:.:•,:=:sh~;;•':~~us 

10 

~ • A " 
McCormick was mass/marketing mechanical reapers before the Civil 

War. Today, $M&E is about 1<e)of all farm assets, much smaller 

~-adt.-7 than $L+B.
18 

In addition, loans invested in $M&E are normally 

self-liquidating from the excess of fa/f.;./£iow over interest, 

~ loans for buying land mean negativefas~ow for several 
.,,-:: ·, r,.61 (i,; • • V 

years • ..lflo meet negative /ash1'f low requires pumping in still more 
~ " 

outside capital, an added barrier to entry. 

-ro 
i.e:e. 1:1e sum up) f"ing acreages mean there are fewer f.arms 

overall.✓Rising laboXices per farm mean aspiring farmers /" .. ,,,-,,lo 

lack~ior wealth can no longer buy in. Rising Gini Ratios 

mean acreage is less equally share~ among a given number of 

farms. Rising~ ;actors. mean th.'.' higher quality _land is 

moving into bigger farms. The Fd~~a are confirmed by rising 

shares of cropland and irrigated land in vast farms. Risin9 P/C 

ratios reflect a .higher LSREV, anaf!::b it is harder for a 
f\ . 

newcomer to acquire any farm acres. The combination means the 

agricultural ladder has been pulled up. Entry is nearly 

impossible for farmers lacking outside finance; exit and 

{" ~-,·""w> 
rt/• 

17
Historians wgl!lid not expect it to:./latifundia perdidere • 

Italiam two mil~e i b~fore modern technology. V. eblen, supposedly 
a technocrat, dint buy the farm technology story either.~ farm 
boy and aa#"an • storian, he saw farm machinery".ra.th.ex contormin.g 
to the Procrustean· bed ·of speculative landholdings. 
cit,) :In 1916, after many giant farms had been divided, came out with a new, smaller tractor. 

18 /6tu,£cc..'-··'- rd,·.J.t.c ~-iA •• ux, /181 CL-~•'4Lv\'... tr! a.,.~,,(..~'.ttiZ\.{1 •-#"'~ .t,vf-,: 
~ ,;_, s A;:;s;-t·!I:; 'J:; ~ s~.!·.;·--.. ~7, ·-··--······--·-· ••• b-,. rI--· • .......... \_ L--r;:. ',~. ~ ~~) 

) •• :::) C'.\ I f ()./.K~- .!, • ~~ 'IT' ~ 
Cf>r~k0$) . ti .. ~n~ 



j 
latifundiazation proceed apace. These changes accompa~ied and 

\ 
followed a 4t}drop in farm property tax rates. 

THE LESSER IMPROVEMENT OF BIGGER FARMS 

11 

Jµ_ ~,I.-
A result of rising concentration is ~g aave separataa- land 

from capital.✓~ith some exaggeration, American latifundia are now 

lands without buildings, ~build~ngs cluster on smaller 

farms, many without enough land.v;;his implies at least three + I (s•t; ~ ~ ~ J,} 9-
points. -½J-...Buildingfwealth is more equally dist~ibuted than landr 

0 Sec&""'•·rP; • 
wealthtJ--.~.,.lf'he property tax would be more progressive if changed 

it--9----• • G> ~,., . .,t.., 
to a pure landftax, exempting buildingsJ-.¾,...fflfny latifundia are 

not being used to their potential, while capital on some small 
✓ ::c 

farms is undercomplemented with land. ~fe ri~~ support the case 
~ o--J.. ~ 

first using national dataYsegeae by comparing states. 

Jqfj1 
It is awkward that th __ e;_,

0
,.C=e=n=-s_.p.....,s_o=f=-A'"'·~"'"r_i_c_u_l_t_u ___ r_e~:::...f~nes -::farm -size,• and ranks farms, only by acres r~ther than value. We cottld i. ·o,~ ~ • • • 

and did usf{ the ac~e rankings for intertemporal comparison 

because they are c:parable w~th each other over time~d are 

all that is available over time.✓ Dat~ on. valu~~e is available 
Q,C}\.Q.il.~~ • • ~ ' 

by brac~ets, but a proper data set to test~ thesis cross-
1'\ 

sectionally would rank farms by land value ($L), rather than 
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acres.JThis would reshuffle and rerank individual farms. 19 For 

example, in the brackets from 260 acres to 1999 acres,-.there are 
~ J 

now more farms worth $1 million and lJ.fl than there are in the _top 
~"V 

bracket (2,000 acres and 9,P). 20 Half the farms in the top bracket 

are worth less than $1 million each. If all farms were properly 

reranked by value, ~he degree of inequality;-:nd the effect 
✓ -::c 

of "size" on factor proportions would change. In what follows, we-

use available data to simulate what those changes might be. -We:-. . it, 
will see ~hat one avaiiable data set, although partial, is ranked 

~it 
by value, and/4~nfirms ~thesis with startling force. 

}\ 

J 0 National Data 

y_-·· 
F)concentration of irrigated land 

''-·•'/ ~.-- ~ 

---1~-~-1-l ~.Nt ((f.}t..Q...-

Aere ¥ielde of most crops stay~level or riseswith har~ested 

acresrrarm. 21 The most likely reason is that~ality of harvested 

land rises with 

between quality 

afford more can 

quantity. There is, to be sure, a trade-off 
1 . • {l. /A)µ,'°'w.l--V 

and quantity, but there is also a bond: -whoso can 

afford better.✓Which effect is stronger? The 

question must be resolved by data. 

19 Failure to observe this point is !!¥egressi9~ ..p(llacy." ~ 
A.E. Waugh, ~ Elements of Statistical Method.~~ew York: 
McGraw-Hill ,~..pp..... 387-:389. - d' • •. 

./ :_p.,• ~ (_ l'143):-. -•~ . 
- J.,-• > 56 ~~ 5 farms ~!JS, 484 farms over 2,000 acre.s; 1987 

Census of 2 ~.51, ~.9l. . ------.-.;;,;7· , ~ I --r~:i--lt.- s / I 
21

1987 Census of/Agl''ll-,44, P 36 / 
f:::::j') ~' I /e,.,,&wlt, r.,/ I,, I 



from 

1181 , ~ ~ c1~/4,(A,,e£~eu,; ~ /IA-d:" 1q,C}~(-"•?k 

The Census(sttppYiee ~e everall land-value data (separate 
I'\ ;,t .Ai,/;,~~ 

$B), but does ¥Ublish one surrogate for land quality: land 
I\ 

13 

irrigated. Irrigated land is generally flatter, lowerA.and warmer; 
..I 

in addition, the water supply itself is an easement over more 

land (the watershed, whose acreage is not counted with 

acres~arm). F~rms o: 2,000 acres and over have 3~ of all 
~,.fJ,Y~t:· ,1,(\ 2 2 

irrigated land, lil~only 2vof $L+B. That indicates higher 

land quality coupled with lesser improvement. 

The 1987 fosus ranks farms by "acres harvested," not in the 
✓• 

aggregate, but crop by crop. For almost all crops, the share 

1 t~f.~~.~t·····•.·~-·.•··.d.·.•·•' _r±_~-;~,. ,eeply _w.····1·-·~~acres~rm. 
23 

Alfalfa is an example. /,,-· J~J., ~ 
~;;; ·ac;er1;-:he top ~l~~f are irrigated, compared with 2~ (!/ 

for all farms producing alfalfa. The ratio of those percentages 

forms an index, F<4are of ~d ~!gated on 6st ~reages, 

/eiative to 1<11 F'fu:-ms).
24 

For example, for alfalfafo = .67/.23 
✓ k, ~l.JL 1::JeA--A..1a,-f,r'> •. J..__ 2 5 ..,1 = ~ 

= 2. 9 .r._~1:her crops ar~ given in theYnote. This finding is very " • "--, ' 
Jb{-;M;$.<~--~)~ gy{~~ 51) ~ 22

1987 Census of Ag,1'..!l!-.8...F p.16:,. T..5 1 , =P~·"""· 

2
~1987 Census. of/'A;;}~(4., ~- Gene Wunderlich_ has made the 

~arne poi~t in a br!II:fitii~ (but, rue.fully, unpub}-ish~d) note, 
1 Q~~tatt:,,e;f:5", =±985 ■• £C-~K~-Yrt.,t.-~ ~£<':JA e;l,,,, ~j-\,v.~•¢,.,C,,,~ t/.!, ~0-•\ \l•ct·,,.,,, t "'f-

-d. --24 ~I 

This is the counterpart of2MM.A, used .l'!iUfn'.'& ttndEt • .,.. The 
~s~ cf Eie::r,d ettalit:} ► in ¥ase 'ii"a£itt&- 17" 

~
- 9- ~--\ c,.... Z T_~alues by cropf, calcula.ted from 1987 Census of_Ag~~¾,,.. 

(.!~l44. Cash corn = 2 .1; silage corn = 3. 3; sorghum = 0. ; 
wheat= 1.0; barley= 1.3; oats= 3.2; cotton= 1.4; tobacco= 
1. 8; soy~eans • = 2. O; dry edible b_eans = 1. 5; potatoes = 1.1; 
sugar beets= 1.5; peanuts= 1.8; alfalfa hay~etc. = 3.3; other 
hay= 7.5; seeds= 1.4; vegetables= 1.3; tomatoes= 1.2; sweet 
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t b • ' h k. . J s rong ecause it runs against t e ran ing bias. These farms are 

ranked by all acres harvested7 this bias alone would make~~.< 
w~· ~ 

1 if the scatter of points -we~e perfectly symmetrical about both 

axes. If the/4sus ranked these same data by acres irrigated, 

instead of acres harvested, the trend eeewm would be much 

stronger. 

,...,.--··'\ 
Comparing different crops, high values of GtJ. go withi~of~ 

that are mostly irrigated. For example, 8~of tomato acres ·arF ) 

irrigatedb.~;,f~lage corn acr;;Fr t\)matoes, ~~ = .91; 
,,, ""' 26 

for silage corn, G~d-- = .52. 

It is easy to presume that in a state of extremes, like 

California, high G~~f result simply from consolidating high­

priced irrigated land with vast arid ranches, "the cattle on a 

thousand hills." Several of the older ~;~~~t--~~~rigation 
-·-·--•.... __ ______,,, 

fi~tricts are strikingly egalitarian, it is true, with small mean 

farm sizes.
27 

These older..r1lstricts have become, however, 

corn = 1. 6; berries = 0. 9; orchards = 1. 2; rice = 1. 0. .·· .. a, .. ~/1:.cc, ~,,.,Q_ 

26
Those who find G~ index numbers too abstract y·!'ll find 

more meaning in these raw data. For tomatoes, the top,;;:bracket.-,C'\ 
contains l.ti)of the farms, 4~of the harvested acres, and 5~ 
of the irrigated acre~ in'tomatoes. For silage corn, the top 
bracke~ contains 1.o{.)of the farms, 11.~of the harvested acres, 
and 2~)of the irrigated acres in silage corn. . 

27 . - (.:t: • b.) 
.. .- se;ies of Factual Reports on specific kigation 

~,11istrict~ bY&..,u._pureau of Reclamation, SacramentoAfice, ca~ 
1947. Th~s:e~Ive data for calculating ·the following GRs: Lindsay­
Strathmore L.D., .31; Ivanhoe I.D., .46; Madera I.D., .45. These 
data are from 1947, before·~ began getting political rent from 

..,P,!derally subsidized, (Centr{ :=~=ct) water. They are 
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exceptional. ✓An intensive study of the huge Westlands Water 

District, 10<€} irrigated with cheap subsidized ..Federal water, 
~ .> ,_ 

shows G.._R~ = .77.
28

4'illarejo and Redmond consolidated data from 
/D .• it- <J-- • • 

t,en...11'fstricts receiving among them 4~ of all Central Valley 
~"-. 29 ,.,,Jv,. 

Project water, for Gf~= .69. These high Gf~ value~ come from 

10<€) irrigated lands. 30 ___ .) 

, Thtse and other data 31 on irrigated acres support the thesis 
L ._,,.,.,.....-..... ~ 

that quantity and quality of cropland are mates more than 
✓-

alternates. The vaster farms also get more water per acre. 

o.---· 
e)"Land Concentration for Farms Ranked by Sales 

The .,e'ensus {~a"'·:~~:i,~i~~~ farms by sales --&:::rm. V'.rhis yiel,ds Y\ . . iiaJ 
,.,....-----\ ✓ 

higher Gf~valu~s: .80 in 1987, compared with .76 by acres. 

t, L':::I 
~--" less egalitarian today. ~...,Jvv::J,t,..0"\.-

28calculated from data in ,e;. Villare_ J0

0, 8,.11~ ...,_. 

Opportunities, Squandered Resources, tt,a,r:h~~H*~~~~~tit-\,~\, ;,. ,lt/~_r;~~ 
fer Rural &t:ttaiee ~ ~· • 

1 1 
~ -,"o 

29
calculated from Den-Villarejo and J~it.h- Redmond, 19862'"" Y- _yO,-\\ 

How Much is Enough? (Davi&t California "'!nstitate.....:~·Roral: · ;v<.. 

St.:aelies F, .P.. 2 8. . ~ .l._ ,r..·. , fJ _ • • ~: :J.Y,,, a::t~·r-.A.- ~ 
30

Thesera'~.e/also subject to a "160-acre limitation" that 
C.,()"'r,vGi i,)\. .. l,. 

A-~D supp. osedly 'acyompanies..P6deral water. Enforcement is toothless, 
but sporadic/tJUIRMilMJ aas had some effect. Other vast districts, 
not in these data,~...-8'fate-subsidized water free of any acreage 
limitation,~ir G/Js run higher. • ) 

31
A good general source for _2lifornia is Department of r::~ 

Water Resources , Bullet in~ 2 3 ;,_ (_ a..u, ~,.,,..4-P, • ) , • ~ • 



Sales are a measure of dollar values.✓This suggests, without -~ ~ 
proving, that Gffby-$L >_ Gri-by-acres. 

In 1950, the top class (at that time, farms with sales> 
~ ~<f"'!~-*l, ' . . ,-.:-

$25, ooo~;_year) -were- 1. 9,f} of all farms~~ 2()) of the sales, and 

4l~of the irrigated land. 32 Again, this finding is very strong 

because it runs against the ranking bias, which is to put a 

higher share of sales in the top bracket. 

I used 19 5 0 /a~ve hecause the cm;rent /ens us does not 

consolidate this information. It does, however, show it on a 

crop-by-crop basis. 33 For example, for cash-grain corn, in the 

16 

_ top grpup. (highest sales~rm), 37~of the acres are irrigated_a-­
✓ .)_,)vU,,(,,,4/ 
~ l't£)for all groups. It goes on like that for all crops 

✓ 
(except rice, all of which is irrigated). This finding is 

unaffected by ranking bias, pro or con. 34 

E}ack of buildings on latifundia 
~- ~ ,,,.. 

c,l,(tq~~ Q., 

The 1940 Census was the last to separate $L from $B, 

overall. In 1940. the~ilding 4are of 'ifeal ,,~tate ( $B/$4,_B, ~ 

~------- ~ ~ 
32

1950 Census of@J ~?**** _ f- ( I i<YI r. ( ·' - ~ 
3 3

!!!. s 2 , P. 12 e .. • 11 & 1 &,p.A,«-'L- ~ f1tp~~'~:!~-3:__,: I;;_~ ~ s-z., 
34There is no ranking bias because neither acres nor 

irrigated acres is the ranking variable. Sales is the ranking 
variable, and theD ue eempare gross acres?--with ,..irri.ga

1

t-~~, acres. 

(_ ~- L~(,'-r\1.,-lit:t,.- , .• .,.t::.,._ 
u 
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~BSREV) was .69 in the lowest acreage bracket, .31 for all 
d--,... • • ~ 

farms, and .12 for farms of 1,000 acres and j,)ef-
35 

AE~OsJ---098~/gives no comparaple comp~ehensive data, but ii 
does give two series that test the point./and have the advantage 

of disaggregation. ✓One is for "owner-operators t and one for 

"landlords with debt." For the owner-operators, ranked by 

acres~rm, BSREV was .63 for farms under 10 acres; .29 for all 
~al. * . 

farms; and .12 for farms 2,000 acres and over. 36 Building values 
~ . 

are much more equally distributed among these farms than land 

values. 

For ka-~dlords with ~bth 7 the BSREVs are lower overall 

{.11} than for owner-operato;s {.29), but~ immediate interest~ 

is ~w the shares fall with size of holding.✓Ranking by 
~ • ~·s 

acresifarm, BSREV is .11 overall~ fall~ gently to .07 in the 

top bracket. These data, however, are also ranked by $L+B. ----Ranking thus, BSREV is still, of course, .11 overall, but -- here 

35 1940 Census of Agriculture,3:80. An earlier insightful 
article on the subject is n.~ Weeks, l!n,, "Factors Affecting 
Selling Prices of Land in the llt.h Feder)l Farm Loan District," 
Hilgardia ,3(17) • 459 542.• 3 1 ,?t.(), I 7( 1-f"J.,'1 : I/~-~- Sl/-1.~ 

36.IY!i:l~~-M:J-,,--:9-w-.ll~ J ,. ti;'"'' • ,/ 11 -i. t?. t' 
Ali:LQS 'P • 7-0-, p • :2Z9-..-- / 7 & "/ lt:.,•)v'2.,t,{>~ ~ ~::':::~-(.~~=:~~:~:;,:;.:·• I V ~ ~ J _., Cl C _:'. \ .,;..lh,. 

37-A&LOS, lf.64, p.219-. r~/4., -z,17,-r~ , ✓, 2.(f+G.L.Ds), 7.2/f> 
' / -10• 
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is the shocker -- BSREV falls to an astonishing .01 -H-f'in the 

top bracket. 38 

A share of .01 is breathtaking in any such scatter, but 

mo&here because the ranking variable includes $B.✓When \:­

scatter of points is loose, the choice of ranking variable)(i.e.~ 

the definition of "size:)yiases the findings to show the share 

of the ranking variable rising with size. However~{he present 
J 

data are ranked by $L+B, which is neutral between $Land $B. ~ 

BSREV = .01 in the top bracket is free of r~nking bias/and ~htts 

fully signi~icant without adjustment. This is an uncommonly 

strong relationship:v-;._he biggest landlord holdings, in dollar 

value, are 9~ pure 1!"a. 

Lack of buildings reveals lack of family labor, because so 

many farm buildings are operator dwe~lings t t:::f:-:-;;onomic 

/ 

, ,,,!:IJ!f:;:;,on is to house operator labor near ::e job site.✓ The 4,.:u: ;:f-: 
r) ,.__ no longer publishes data on family labor. As a surrogate, "We" '--a,..,.,,_ 

~ 1 . hl . •. ~ssume~erator abor inputs are roug yin proportion to 

38
As $L+B~m rises, $B#arm actually~is, which is 

astounding. Like mos~ extreme results, thisAresults from several 
concurrent ~actors~(vrthese data are for.,.g,wnershlpr,,)}O~ 
operation; l.3,)Ythe~re ~}-~,.r~nted lands; l.:}'Khe~"'-~rranked by 
value, not✓acres;~lrthe)\'UEf'l:anked'by PJ!f~ land value, without 
buildings. Thus, tliey are ideal to test ettr1 thesis in its purest 
form. They show, among other things, how very sensitive 
concentration data are to the choice of ranking variable . 

3
;1t is a wry commentary on modern attitudes 

family 5work is no longer counted as labor. 

. (i., 
that farm 

{\ 



19 

operator housing, which the/4nsus reports separately. In 1988 
~-

operators' dwellings were 48~of farm real estate assets in the 
- - -~ 

smallest acreage bracket, 16.4~;f~ll farms,Afalling steadily) 

to 4. 4© on farms &¥CF 2,000 acre8k_ 4° For ~ily-held~rporate 

farms_ (of all sizes)0'the share is 6.30; for other corporate 

farms, 3.i&. These data support the common impression that 

smaller and unincorporated farms are better supplied with 

operator family labor. 41 

fr d!,.~<1./ 
In 1950 ·t:hefansus_reported more detail thanl\.now on inputs 

used by farms ranked by.sales. ~s I~rms (the largest) had 
- -~ 

22€) of the land in farms/.w.i::-tt'r 1€)ot the farm labor (at that 

time, family labor was included). Class VI farms (the smallest) 
a.,~ , 42 

had 5@) of the land in farms 1----Wittt- 11® of the farm labor. This 

contrast would .gf oeer~Tbe much greater if farms were ranked by 

acres or $L+B, because sales reflect the presence of labor 

inputs, as well as feeder livestock and purchased feed. Those 

,.,., t!._tZ_~:1-!-:.id:::~_ef-f:_,,.:_~-~-:C:J,(.{-tr~-~::9: / v ~. ~,, a&>i:t ~ cA-et..o S:'J; :2-;z,q) 

40 ~ t,• ,,,,,~ '10♦ ~ OS, 'f.=/6, p.i~,.¥ 

41
This also implies that land in small~lq...--farms is more 

productive in terms of supplying the servic~fflow of shelter, , 
plus the amenities of rural life, to families. ~e have seen 6.4... dw.-e.ll,(J/4'-...~ ~ 
ellii&~~it. is also· more productive in purely cash terms , .J· 

(sales L). The two kinds of 'productivity are additive. , , 
42 fY'\.J ~ ✓~• • · · ·',"-·' \' 

n 11 1950 cei:isus
11
of~ 5 (Part 6):51, cited in M. Gaffney, . w;, 1J.LC. 

Land Speculation, p. 2 o7. L +~:,; %~J~ 
/·· ·:.,tY 
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contrasts of people/land ratios were brought out in many studies 
¥(),, 

in that more sociallyfconscious era. 43 

-TD 
Let tte sum up -what national data show, £e°~e is evidence 

that land quality rises with acreage harvested, using irrigated 

acres as a surrogate for qualit~and that BSREV falls. Ranking 

✓ 
farms by sales, the same rule holds. For all owner-operated 

size. For 

~~ 
farms, ranked by acres, BSREV falls steeply with 

landlorfs!w'ith/debt, ranked by $L+B, BSREV falls 
V 

with size, nearly to zero. The 

even stee~ 

last point distills ~thesis to 

its essence in one datum. 

2. ~omparisons among states 
~-- ,:;, ',.. ,~· 

AELOS provides a third set of separate land and building 

values. These are aggregates by state. 44 Grouping data by a.reaL 

units, as Ma£,are~ Reid did in her study of housing and income, 

4 3 • ,;..u.r,l, ') -z,,_ 
See Gaffney, op. cit, pp. 203-09. Cited there are 

supporting data from studies by Carieer Goodrich, J.A. Baker, 
L~Nelson, Cenrad Hammar and J.H. Muntzell, W.J. Cash, A.O. 
Craven, Arth'tH" Raper, T.J. Woofter et al., J.V. Rogers, D.G. 
Miley; Herberoe Weaver, W.W. Wilcox and W.E.· Hendr.ix, ~aftley 

. • • t ' • • • 

Hamilton and Darryl Parker,~ Weeks, Ilei'!:ry L. Roberts, Leelie-
Gay, Jr., Eae&--Jacoby, and R9-eer~ Hardie. '-·-·-·· • 

44 Ai:;r.oi; Ii'. '.+];.,,....~G-. These data are just for owner-
operatots. More coverage would be better, and is stored, but this 
is all that is released in AELOS. 

/i 
{Ji>·-~··t~L~Ll_.-:t,.., V ~. 3/ (1~, . .,, t. 2.{fici.D s); 

-z t)~ -,-;..(; ... <.'.i... 7 /. 
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is one way to overcome ~ression /41acy. 45 The idea is to group 

data on some basis other than the variables being studied rjt.::;-£.=· 
-t'b compare the results.✓States serve the purpose, just as 

neighborhoods served Reid in her housing studies. 

~~esser ~m~EQY~ent of land in states with ~arger ~arms 
_,/ 1 : ---::::. -- -- ,;:_-. 

(1- • / 
One methodf iif to compare the dispersion of $L with the 

✓ 

dispersion of $B. The: result is unbiased because the two 
--. 

variables are treated the samefneither ranking is given prior~ty 
'---"" 

over the other. The egg-shaped envelope of scatter points is 

standing on its end if the yKariable is more dispersed, and 

leaning on its side if the x/2ariable is more dispersed. Any 

standardized measure of dispersion_is acceptable. 46 I use two. 

One is the mean deviat~on, dividing each by its resp~ctive mean 
'.:\ • 

• to standardize. it for comparison with others. I al$o cal~ulated 
/7 ~e.v • 
v, coefficients of variation (CV), which are standard deviations 

hand from the published ~ata, and may be hand-checked by anyone. 

1'(~z..) .. 

45Margaret Reid,-l9i2{' ousin and Income%hicago: 
University of Chicago Press., Discussion is in Rlchard Muth, ca .. 
J,.971, "Permanent Income, Instrum~tal Variables, and the _____ Inco.m.e.=. . 
~lastici ty of Housing Demand, " :-{"'unpublished,~-MS", pp, 1 ·4·0) . Reid's 
studies were in conjunction with developing the •permanent ·income 
hypothesis," which was an extended exercise in offsetting 
regression fallacy. See also the discussion in M. Gaffney, --1971, 
"The Propert'y Tax {s a Progressive Tax, j. P~oceedings,~TA_j} 64th 
Annual Conference, Kansas City, pp. 408 26, at ~P• 42 -zf4· 

46 • • • be ~ : • • YGl AH:en--Wallis and Herry Ro rts, ____ '-:Statistics, 1 encoe.;-
~ Free Press 'A .p; 263_ and preceding. 

l ,1s,f' 
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~results support the hypothesis that fa~and values are 
~ 

much more concentrated than farm building values. The CVs are .44 

, <, f~r ~nd valuJ.:nd .24 for ~ding value?.'see \ 

J," ~p~~dix Table 1 for details. ~ 
rY' u-' kl yt'' ~ d,t,t,~ 

~, lr';,;,~; ~ /6• -!) - t 
xJ~S'""y ~_e,yerall findings are displayed in Figure 1, a scatter ~-~ '.l,(t 
}0~ :Y . O'l) . -~ _ • 'r A J.u.J ~•<t~ft,U.,, ~tit. ,A,-<.~-l,.,r ·V 

,;£' plotting i'LSREV a~ains~ $L~arm, by .:waele st~tej. -$-i,/farm ranges - ,r;i,/"l ~ 

from $71,000 (~~ \J~"~n•;'~30, 000 f~ir:··~rizona and other big-farm 

states have higher LSREVs than West Virginia and other small-farm 

states. Overall, the scatter displays a strong positive 

relationship between $L~m -and LSREV, state to state. 47 This 

supports the basic finding which is, otherwise put, that land is 

much more concentrated than build~ngs among farms.
48 

~ 
( b.\ Urban influence 
\7 ~--

1 

_✓,/y'i-tJ'}LL-,,..U.., 
·oata by states also ¥_:r.i<e ms new insights into interstate and 

interregional differences. I divide states into three groups: 9 

small urban states, 7 arid ranching states, and 34 rural and 

rural-urban 
~ 11), 

urban statesAthe CV states {Tablel\l). For the small 
.J 

47using $L to rank the states would reint= ~:'~~:~ µ_ 
of ranking bias were \i'e Bot. lMiir.tg'"grouped dat Lumping data 
causes extreme ·understatement of the relation p displayed, so 
no net exaggeration is perpetrated by Figure,l. 

If>• 

48 rf that is not clear, think of it in extreme terms. It is 
as though buildings were all of equal value, from farm to farm, 
and farms differed only in their lands. 



23 

values for $L and/$B are .42 and .16; for the arid ranching 
~ 

states, • 32 and ( · 2'; for the 34 rural states, . 67 and . 32. 49 Thus/.'-
··,_,/ I 

$Lis more concentrated than $B among the states within each of 
~.ttA,.11:4,t 

the three groups, but the difference is~ among the small 

urban states('l'his_is where farm values are most affected by 

urban speculation. This suggests that the effect of urban land 

speculation is toward higher concentration of landholdings, a 

~ . 
point made ectrlier by~ Gray~ by-BTA. Goldenweiser and ""Tl!!!e"'O...,rn,...:-

• (/" 

Truesdell, 50 and observable today around growing cities. 51 

49To sharpen these differentials, I have experimented with 
dividing states synthetic~lly into regions. Thus>it is reasonable 
to impute the characteristics of Iowa to the northern third of 
Missouri and the southern third of Minnesota, leaving the 
residuals to the other two-thirds of 1.JRJ_ h·state. The r_esult is. a. 
steep jump in~~~e mean deviatio°'.9.J ~,rt~rm, with a small rise in 
that of acresV'farrn and buildingsf!arm. Given time, county-by- • 
county data processed in this way would make the points even 
sharper. Several prior researchers have used county data to good 
effect. . /f~l)• 

y }JL.C ./ Gray, ~"Land Speculatio~., ::_,In E.R.A. Seligman_, 
~ed.1, Enc clo edia of the Social Sciencesf~ew York:~ 
Maqmillan,.}. 6effiPa:!'I:). E.A. Goldenweiser and ~ Truesdell, 492J:­
Farm Tenanc in the United States. ·.¥.• S:7 .. ,~urea1;1 of ~he Censµs, 
Census Monograph 14~ Washingto~:j)~~:...~§.D, J o/2 t.fj, 

51 Florida, treated ~low as a "bellwether" state, is not a 
"small"_ '!,I~ql}_ ,state, but~till ranks high in the sE_ra .. wl of its . 
citie~~reads urban pri~e influence £~e.&. fa_rLland: 7 .. ,©of 
Florida is "urban and built-up," cornpa~ed~less in other states 
of comparable area and populationJ.-5.~in Illinois, s.2.()in 
Michigan, and s.aS)in New York ( tatistical Abstract, 198_!.i.-. ,,.lf...1.f'.•~,, ... J2-, 
p.187). Florida ranks low in per capita income, but ~ong 
states in domestic travel spendjng. The Florida~d~om of_l926 
is history, but the dispersed·settlement pattern that fostered it 
still stamps Florida, and helps explain its high LSRE. 

Philip Raup points out that recreation-retirement uses, 
along with tax shelters, even dominate ranchland values in some 
arid states. (Statemen~before Subcommittee on Monopoly, 
Senate Small Business Committee, Rol~ of Giant Corporations- Part. 

-r,-:p.3969.>•lwo.-~...__4 0 ~ "·C,. y_,··_s_ r-12._·_.:;..._-_ ....... _,. 1,. ... -:1) ,,,o_ . ..;.. -·~113.:;,f:,..;-a I !.) ,# '11: \.!>l~I~·-·'.) fl~ Jlf~ .)*"' /..-/, 

It I C f\ ,. l, .,, , .. ;,{ .'\., .. ,. 1 l/ 'I~. , , , , ,., i. \ t. { 
1 v. , :::, . l{:,t~ .. ,y,;,,.., : 1 , .. 

A;tsf (~:~i~:}:: ~ t: :~·;;f /,.~:,,[~-; 
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/co.:'.) Association of property -t.. .... ,.~f ~--

taxation and land improvement -.,.~,-

24 

The specific contrast of two states, Wiscons_in and Florid.a, / 
/Y'M1_ J..._, --re:J~ IIJ.z,,,;, ~ 

illustrates and exemplifies ·~general findings .A -we- ranke.d.Mt.0 • 

states by LSREV • (_'ilalsl:e 2 )..,I' The complement of LSREV is BSREV • 'efte 

~ilaiAg ShaEe ef fteal Estat~ Vrlue,;~Wisconsin has the highest 

BSREV, .47; Florida has the lowest, .15. Yet, Wisconsin's farm 
• c,,?"" , ... " • I-/ -rt) I 

property tax rate ( P"IT ,R'\..) exceeds Florida's. ,4-fi:"'. Wisconsin, the 
' ,.... r- (J' 3}v/ 

high-tax state, leads Florida ~/1- in farm output per dollar of 
~ 6-lvl • -, 

farm land value, -&f-1-in farm buildings per dollar of farm land 
'-- 7-k"3 • ---

value, and (surprisingly) .::rt"S' in machinery/livestock. Floriqa, 
..... -.--.. •--~-.. " z k I • 

the low-tax state, leads Wisconsin in G,R'-- (rf:l); in $L/farrn 
h ~ ~r~ -. 

( 5. si1}; in acres/fark> ( 3{2); in $L/acre ( 4~1); and in real 

estate/all assets ( 11)(8) ('!'able "2'1. 52 ,__ r, _ _ r'l..., t , _. -,/ 

~ \ L t Jt f.$, A-" /._;.(!.,-/,, \ '·' a_.-1,1., •• .,. " \ r ,,... .. "'.,.....,. __ i-111 .... ~. , i 

52 Florida also outranks Wisconsin in many me~ures of ;;;~~:~•i[(;, /. 
1 

,: S 
and ci.vic morbidity. F_lorid~leads the nation in ;~lent crimes 
per 100,000 population, andKJeads Wisconsin s:1 ( Uniform 
Crime Rates, 1991 World Almanac, p.848) . .,,..That is the more 
significant con·sidering its age distribution, which ~ ~ort on , 
the violence~~~..S.Jl. nEuY outhful cohorts. Florida ranks .t'44A1n voter/~hA.r'.' 
turnout, to ~'fi'ir-"1-lisconsin, even though Florida ranks ~ ~ --­
share of population over age 65, _the high~voting ages. Florida 
also leads Wisconsin in"Anfant...Mortality -t<a'te,; 12.8/9.5; divQrce 
rate, 6.7/3.6; and prisoners per 100,000 people, 243/102. In a 

¥, cultural. f~ctor like patents issued per mil~ioi:1 people, w2:.:~~2n_i:;,,in 
~): ..1 leads Florida 185/113. ( Data from 1990 Statistical Abstract~ PPfx / 
I' {'',t'.""'i xii-xxi, 535; State.an~ Metropolitan Area Data Book, 1986; ~nnual ~ 
y1ry ,"J ' Reports, uspc, Commissioner of Patents and Trademarks; America • 

. 
_,,~'F· -~-. Votes 1~, Washington: Congressional Qu~rterly, 1991. Also worth-~---~ '·f yY/consult1.ng are Frank Popper et al., "Violent Death, ******";.....- \____:_) 
y;; ,/ Walter Goldschmidt, 1946, As You Sow. Glencoe: The Free Press, 
', ,:)- and derivative literature, pro and con.) Many factors, including 
\)>7 ~ urban factors, contribute to such contrasts. Florida compares 

\./ better by some other indicators, a_nd I have not assembled data on 
.l..~:J>. other states. Here, however, is a worthy challenge for a rural 

';,~:,,;( ~~~~.:,>' ,,r..1 

>f':\ 
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Florida and Wisconsin are not exceptions or outliers, but 

bellwethers. Extending the data to~ states below Florida, 

and~ Wisconsin, the differences persist and accumulate 

consistently.✓The "Florida 9" are Florida, Arizona, New Mexico, 

Hawaii, Montana, North Dakota, Wyoming, California and Texas. The 
;;-

"Wisconsin 9" are Wisconsin, Delaware, Maine, Pennsylvania, New 

York, New Hampshire, North Carolina, Oklahomaf'.and Ohio. There are 
:, 

two contrasting Gestalts along the lines shown. 

The Wisconsin 9 have higher~~-~~ ~{-Prcpe:d:y -'fax "ftate-s-~· 
,,r:f.'".,-:,,..,-~ •• , ..... \ 

overall, than the Florida 9. To the extent that the P~~rt, is a 

cause of the effects with which it is associated, its effect is 

not so much to abort farm capital, as expected. It is associated 

~,..,,_..,..-......... ,'): .... 

,·"p)!--fir is also associated with small farms ( low $L/farm, low 
,....,...-..., 

$L/acre), low GiR~ values, high ratios of M&E to livestock and to 

real estate, ,,ui~ low shares of leased land, 53 and ~ fuller 

.land usage,-.as measured by sales/$L . 
.) 

,...,.--····\ /,.,., .. '\ 
The inverse relationship between P~1:q--. and G;t(}. is 

particularly consistent and noteworthy. In this respectt.--North 
' lL- ~ 

Dakota and Delaware, otherwise no~9nforming members of their 

sociologist. 

53 Flori' da, /1.,_•'1 J)IH' bellwether state, is an exception.to this 
datum. 
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respective groups, ,,.,--... 
......---·---, 

fall into line. Delaware has a low Pt~<}- and 

a high Gf~~?~~;th Dakota~the opposite. The egalitarian effects 

of a high F-J'.?~ seem stronger than its negative incentive 

effects, even though buildings are part of the tax base. These 
• ..-t..-v•tt.-.;L.,., 

egalitarian effects would be stronger if the tax base we£@· ,. 

limited to naked land value, because LSREV rises steeply with 

size of farm. Untaxing buildings would~,lso eliminate 

negative incentive effects. 

Q~ 
~ may at least firmly conclud~ that large farm u~its are 

less improved an~ less peopled than small and mediu;~. There 
. • , ~t,);. I\ 

are two possible interpretations. One is they are more efficient, 
I'\ ' 

getting more from less, but that is refuteq by their getting less 

output per $L. The other is that Veblen was right, many of them 

are oversized stores of value., held first to park slack money✓ 

and only secondly to produce food and fiber, and complement the 

owner's workmanship. 54 The ~rida 9~y represent a hom~ro~n 
tl ~9-,-> ')) 

rural third~orld of large, underutilized landholdings that 

preempt the best land and force median farmers onto small farms 

on low-grade land. 

~ ,,lA-<!A,,~,,L, //4L d. 
We' cannot;settle tha~ issYe in a few words, but the 

I\ ~ . 
implications for tax policy are the same either way . .,..,,If large 

units are more efficient/'they can bear heavier taxes. If they are 
-.; . 

bis 



,..----.-', 

less efficient, heavier P;,:\~\1 .. -~~-:.~:-~ic~.£.-~ to release 

surplus land for others,ct'~na~at the margins to equalize 
. /\ ' : 

factor proportions, moving more states from the Florida toward 

the Wisconsin model. 

27 



50 &ates 1 \ 
Mean J?J'evia tion l H h) 
MD/kan . ~ 
Std. Devn-e 
CV 

34 Rural~urban &ates 
Me?r/ev~atio.n (Hb1 
MD}!'J1Iean , . 
Std. De~..,._, 
CV 

7 ✓ma11 efrban -Stat~s 
Mean .rYeviation (Kt) 
MD/Kean , .. 
Std. Devd.~;:t;2.f!Y" 
CV 

9 kid --i~nching s£j. tes 
Mean &viation(H h 
MD/.Ji,(ean ~ _!~· 
Std. De~iriV 
CV 

.71 537 

.70 708 

.70 [3,186 

.78 201 
-· 

299[ 
177[ 
. 59' 
319 

t1. 07i 

' 213: 
67.5 
.32 

97.1 
. 46 •. 

106 
13. 5\ 
.127 
15.1 
.143 

879 
423 
.48 
567 
.645 

16lj 
70.9 
.44 
102 
.63 

151 
66.9 
.44 
101 
. 67 

337 
128 
. 38. 
140 '.~ 
. 415, 

201~ 57.0 
.28 
64.4 
.320 

64. 1{ 
15.7 
.241 

23.Z 
.36 

64. 4( 
13. 9! 
. 22 : 

20.8 
.32 . 

143( 
18. 51 
.129) 
22. 1; 
.159 1 

56.3 
13.2 
. 234: 
16.6 
.295 
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Type 

K+B~Fm.· 
($kJ· .. 

225 

215 

480 

258 
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L Nine 

Sales/ 
L 1~ 

FL .85 452 1686 .847 .54 .88 . 7 5 306 .75 .26 .23 
AZ .84 630 542 .870 .44 .86 .55 4752 .72 .77 .31 
NM . 84- 329 137 .782 .37 .84 .52 3230 .71 .48 .32 
HI· .83 366 1726 .962 .35 .85 4.57 353 .71 .51 .25 
MT .80 304 180 .617 .85 .79 1.59 2451 .63 .32 .18 
ND .80 229 279 .467 .96 .73 4.02 818 .58 .51 .23 
WY .78 274 118 .682 .81 .77 .70 2314 .60 .42 .24 
CA .78 476 2318 .875 .55 .86 1.11 368 .67 .58 .31 
TX .78 215 570 .782 .56 .84 1.19 376 .66 .51 .22 

···~········~··········· 
A sw•t 

OH .59 91 702 .556 .95 .78 2.56 130 .46 .42 .33 
OK .59 92 361 .649 .60 .79 .97 255 .47 .46 .43 
NC .59 89 943 .621 .47 .81 2.94 95 .48 .49 .59 
NH .58 183 1370 .547 .97 .86 1.85 134 .50 .14 .15 
NY .58 126 704 .506 1.58 .75 1.52 223 .43 .22 .40 
PA .57 118 945 .490 .80 .76 1.41 153 .43 .33 .40 
ME .56 106 520 .528 1.17 .74 2.27 214 .41 .15 .70 
DE .54 126 1299 .679* .44 .82 3.75 205 .44 .57 .85 
WI .53 84 444 .436 2.13 .64 1.32 221 .34 .28 .72 NDlP: ~ /·M• • • • . ·a-~ .... ,. ... •·.-•••-••~ .. ,: .... ·.••·•·•·••··"<•••~• •·•·••· • ,._ ••." ....... ' • • 

~REV = ,:tand--share of /e~1 --Estate!,'· i.e. $L/fu+Br;-
$L/F_'m = -l:'andx,'alue per,-F"arm. > • • 
$LI~ = 4rid -Value per acre. > 
G~=C~ini Ratio, intrastat~, by acres; 
PIT,RT =~operty tcyc rate on real estate, de. facto_; 
$L+B/AFA = -l:and + ~ildi1!9S as share of ...Kl..l ..-F'"arm .-Kssets; 
M&E/LS = ~chinery and ,Equipment divided by --laves tock, dollar values; 
Aliil6/Fm = --Kcres per efa"rmt .. . ,,.·· 
$L/AFA .= ~nd Jlirlue as share of .,l(ll 'hrm ··Assets; 
Leased .-Bfiare = ..Fraction of acres in state under ~ease_t~ 
Sales/L = efales ( of farm output} per dollar of ~nd ~lrie (est. ),. 
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