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Allison Scheetz: Welcome to the Applied Economic Perspectives and Policy podcast, a 

production of Oxford Journals and the Agricultural & Applied Economics Association. 

Today’s podcast features a discussion between Spiro Stefanou and Sergio Lence about 

a recent Featured Article published in AEPP. If you are interested in reading the article or 

learning more about AEPP visit aepp.oxfordjournals.org.   

Spiro Stefanou: Welcome to the Applied Economics Perspectives and Policy podcast 

series. I’m Spiro Stefano, managing editor of the journal and professor of agricultural 

economics at Penn State University. Today we will focus on the recent featured article 

“Farmland Prices: Is this time different?” written by Sergio Lence, professor of economics 

at Iowa State University who’s joining us today. Sergio, welcome to our podcast. 

Sergio Lence: Thank you, Spiro. Good morning. 

Spiro Stefanou: This is an interesting article investigating how US farmland values have 

moved over time. Land is a principle asset of farm wealth and serves as a crucial factor 

of agricultural production and a driving force in determining agricultural productivity in the 

U.S. So you outlined for us at the outset of your article the recent dramatic cries in the 

Iowa farmland market value, as an example, for the recent ten-year period. Nearly two 

hundred and fifty percent over the ten-year period 2003 to 2012. Can you provide us with 

some background on how U.S. farmland prices have behaved historically? And do recent 

trends suggest that we’re looking at a farmland asset bubble that can burst? 

Sergio Lence: If you look at history in the 20th century, there were two big booms. One 

was between 1900 and 1920 when prices about quadrupled for farmland in Iowa and the 

other one leading up to 1980 prices also quadrupled over a period of about twenty years 

or so. And if you go back to the 19th century you can find that there are at least four well-

documented booms in that century as well. 

Spiro Stefanou: So from a policy perspective why do we worry about farmland asset 

bubbles? 

Sergio Lence: We should worry because these booms have made people feel wealthier 

and as a result the economic activity has increased by much more than warranted by the 

increasing commodity prices. And the big problem is not the boom by itself, but with the 

bust that historically has accompanied each of these previous occurrences that I 
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mentioned before. And the bust has been large, like prices falling in the order of seventy- 

sixty percent in the bust of the 20s to the 30s and the one in the 80s, and the busts have 

amplified the business cycle.  

Spiro Stefanou: So you take a different approach than most and you compare how 

farmland as an asset compares to other key assets in the U.S., namely stocks and 

housing. Is farmland much different than these other assets over the long run? 

Sergio Lence: One view is that farmland is different because it involves lifestyle issues. 

But my view, or the view of many in the profession, is that you should think of farmland as 

an asset and other common assets that have long lives are housing and stocks. So what 

I did is look at how the profitability of land compared to that of housing and stocks over 

time. And what you see is that whenever rents relative to prices for these three asset 

classes are very high, then in subsequent years the profitability of those assets is high; 

but when rents are low relative to prices, then over subsequent years profitability has 

been quite low. So in a way you can think [ph?] that the rent-to-price ratio has predicted 

subsequent profitability for those asset classes and in situations like now where rents 

relative to prices are at record low levels that’s a bad omen for the profitability of farmland 

in future years. 

Spiro Stefanou: So is this time different for farmland prices? 

Sergio Lence: If you think that history repeats itself as has happened time and time 

again with housing and stocks as well, then you might be a little more pessimistic about 

what the future has to hold for farmland prices. 

Spiro Stefanou: So this is bad for who? For the farmers? What about for consumers? 

Sergio Lence: If there were a bust obviously it’d be bad for those who invested in 

farmland at high prices and for the economy that is attached or linked to agricultural in 

general, because as you have people who feel less wealthy they will reduce their 

consumption and the investment in other assets related to agriculture as well. So you can 

think people related to John Deere, from machinery dealers to elevators to people just 

even that they’re not that related to agriculture, but living in rural communities. 

Spiro Stefanou: What tools are available to the policy makers to mitigate the negative 

impacts of asset bubbles and farmland? 
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Sergio Lence: There aren’t that many and for boom-busts in asset prices in general it’s 

the same case. Historically, in academics you have discussions about whether to take a 

more proactive approach like increasing interest rates or rather more-- a laissez-faire 

approach like saying, “Okay, let’s deal with the aftermath. When a bust happens let’s try 

to figure out how to make it as livable as possible.” In the case of farmland, you cannot 

apply major macro tools like the interest rate because that affects many other assets, too. 

You have to target some tools specifically to farmland. And some tools would be: very 

closely monitoring lending practices to make sure that they don’t exacerbate the bubble; 

like making sure credit checks are done correctly; or maybe imposing higher limits on 

down payments, and so on. And I would be just trying to figure out what the possible 

impacts would be in the downturn-- to try to be ready and act as soon as the downturn 

may happen. Another policy-related issue is that of wealth transfers and retirement. 

Because, it’s often the case that farmland is bought as an asset for retirement. So if those 

who invest in farmland are doing so to think about planning for retirement, well, that may 

involve major changes in plans as people age and, of course, from a policy perspective 

it’s something to think about how to cope with that situation. 

Spiro Stefanou: Well, Sergio, many thanks for taking time to share your insights on this 

contemporary policy issue that impacts our Ag economy. Hope you have a nice day. 

Thank you. 

Sergio Lence: Thank you.  

Allison Scheetz: The article discussed today, “Farmland Prices: Is this time different?” 

was written by Sergio Lence, professor of economics at Iowa State University, and can 

be found in Volume 36 Issue 4 of AEPP. If you have any feedback or follow-up questions, 

please send an email to podcasts@oxfordjournals.org. 

If you are interested in learning more about AEPP or signing up for free AEPP content 

alerts, visit aepp.oxfordjournals.org.  For more information about the Agricultural & 

Applied Economics Association, visit aaea.org.  

The music featured in today’s episode is the song “Forward” by Northbound. You can find 

it online at freemusicarchive.org. Thanks for listening. 
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