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Test to make sure clickers are working … 

How many times have you heard Kevin talk about 
leasing land?

45%1. Never

33%2. Several times

3 Wish I had a $1

12%

3. Wish I had a $1 
for every time…

4 Who’s Kevin? 12%
9%

4. Who s Kevin?

1 2 3 4

Which best describes you?

69%1 P d 69%1. Producer

2. Landowner

3. Other

25%

6%

1 2 3

What type of leases do you use?

The lease arrangement for the majority of crop 
acres I rent or manage is …

44%

1. Mostly crop share

2. Mostly fixed cash

3 ~50/50 mix (of crop

13%

22%
19%

3. 50/50 mix (of crop 
share and cash)

4. Other 13%

3%

4. Other

5. Does not apply

1 2 3 4 5



Trend towards more cash rent…
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Source:  KSU and KS Ag Stat – Non-Irrigated Farm Lease Arrangement Surveys

Crop share continues to be the most prevalent, but the trend has been 

Questions to ask:
1) Wh t f t h b b hi d thi t d?

a shift from crop share arrangements towards more cash rent leases.  

1) What factors have been behind this trend?
2) Do we expect this to continue or to reverse in current environment?

Written versus oral leases…

Is your typical lease written?
59%

1. Yes

2. No

3 Does not apply
25%

16%

3. Does not apply

1 2 3

Length of leases…

How long is your typical lease?

57%
1. One year

2 T2. Two years

3. Three years

23%
4. Five years

5. Other

0%
3%

7%
10%

5 Ot e

6. Does not apply

1 2 3 4 5 6

0%

Do you agree or disagree with the following

I have voluntarily given up land in the past because 
the profitability didn’t “pencil out”.

46%
1. Strongly agree

29%
2. Agree

3 Di

17%

3. Disagree

4. Strongly disagree
8%

1 2 3 4



Most producers do not give up land voluntarily…

STATEMENT:  I voluntarily gave up rented ground in the past 
two years because the profitability did not pencil out.
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Source:  August 2010 Farm Futures Crop Survey -- 458 responses.

Lease rates…

• When thinking about renting crop land g g p
(or leasing it out), how do you determine 
the terms of the lease?

• Does your approach vary for determiningDoes your approach vary for determining 
crop share terms versus cash lease rate?

Do you agree or disagree with the following

In response to a request for a cash rent bid, “I will pay 
$X above your highest offer.”

59%

1. Strongly agree

2. Agree

3. Neutral

14%

21%

3. Neutral

4. Disagree

5 Strongly disagree

0%

7%

14%5. Strongly disagree

1 2 3 4 5

Calculated values
vs.

M k t lMarket values

Which values are the “correct” ones?
If market, why bother with calculations?
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Publicly available cash rent data…

Historically Kansas Agricultural Statistics (KAS) 
reported average land values and cash rent rates for 
non-irrigated, irrigated, and pasture land at the crop 
reporting district (CRD) level

Beginning in 2009 KAS began reporting county-level 
cash rates (i.e., more intensive data), but in 2010 will 
discontinue reporting land values at the regionaldiscontinue reporting land values at the regional 
level (i.e., less intensive data).
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This is the market we observe 
and can reference.  What you 
folks all face day to day is the 

6030 90
“real” market.

KAS surveyed market rates…

KAS report (switched to county-level in 2009, will 
drop CRD-level land values after 2010)

KSU report – basically a repackaging of KAS 
data (show more history)

KS non-irrigated crop land rent; 1967-2010

Cash rent historical perspective

$50 35%

KS non-irrigated crop land rent; 1967-2010
1967-2010:  avg growth = 3.04%;  geo growth = 2.85%
1991-2010:  avg growth = 1.43%;  geo growth = 1.55%
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1967-2009 average land value growth = 5.09%

Market rate for average cash rent…

2010 average cash rent per tillable acre for non-
irrigated crop land in my area is…

46%1. < $25

2 $26 $302. $26-$30

3. $31-$35

23%

15%

4. $36-$40

5. $41-$50

0%

8%

0%

8%6. $51-$60

7. > $60
1 2 3 4 5 6 7

0% 0%
$



Kansas county-level non-irrigated
crop cash rentscrop cash rents…

* 2010 Cash rent values as reported by USDA NASS and Kansas Agricultural Statistics (KAS).

Kansas county-level non-irrigated
crop cash rents…

How well do these 
values reflect the 
market?market?

* 2010 Cash rent values as reported by USDA NASS and Kansas Agricultural Statistics (KAS).

Averages can be misleading because…
1)  Not all land is equal
2)  Not all relationships are equal

Market rate for average cash rent…

2010 average cash rent per wet acre for irrigated 
crop land in my area is…

50%

1. < $75

2 $75 $1002. $75-$100

3. $100-$125

15%

20%

4. $125-$150

5. $150-$175

5%

0%

5%5%

6. $175-$200

7. > $200

1 2 3 4 5 6 7

0%

Table 10. South Central-60 Nonirrigated Crop-Share Arrangements
L dl d' P t f C R i d ( f C t P id)*

Example of market established crop shares…

33% Share 40% Share 50% Share Other % Share
Wheat (167 Leases) 163 3 1

% of Total Leases in Lease Arrangement 97.6% 1.8% 0.6% No
% of Leases Sharing Fertilizer Costs 100.0% 100.0% 0.0% Responses

Crop
Landlord's Percent of Crop Received (or of Costs Paid)*

% of Leases Sharing Herbicide Costs 71.2% 33.3% 0.0%
% of Leases Sharing Insecticide Costs 53.4% 33.3% 0.0%

Sorghum (9 Leases) 9
% of Total Leases in Lease Arrangement 100.0% No No No
% of Leases Sharing Fertilizer Costs 100.0% Responses Responses Responses
% f L Sh i H bi id C t 88 9%% of Leases Sharing Herbicide Costs 88.9%
% of Leases Sharing Insecticide Costs 22.2%

Multiple Crops (21 Leases) 16 5
% of Total Leases in Lease Arrangement 76.2% 23.8% No No
% of Leases Sharing Fertilizer Costs 100.0% 80.0% Responses Responses
% of Leases Sharing Herbicide Costs 68.8% 0.0%% of Leases Sharing Herbicide Costs 68.8% 0.0%
% of Leases Sharing Insecticide Costs 43.8% 80.0%

Soybeans (6 Leases) 6
% of Total Leases in Lease Arrangement 100.0% No No No
% of Leases Sharing Fertilizer Costs 100.0% Responses Responses Responses
% of Leases Sharing Herbicide Costs 33.3%
% of Leases Sharing Insecticide Costs 33.3%

Alfalfa (9 Leases) 8 1
% of Total Leases in Lease Arrangement 88.9% No 11.1% No
% of Leases Sharing Fertilizer Costs 100.0% Responses 100.0% Responses
% of Leases Sharing Herbicide Costs 100.0% 0.0%
% of Leases Sharing Insecticide Costs 87 5% 0 0%% of Leases Sharing Insecticide Costs 87.5% 0.0%

* The percentages calculated in this table represent the percent of landlords sharing the same percent of costs as they share of the 
crop.  For example, 100% of landlords receiving 33% of the wheat crop paid 33% of fertilizer expenses.

Source:  Schlegel and Tsoodle -- 2007 KAS/KSU survey (available at www.agmanager.info)



Table 11.  South Central-60 Irrigated Crop-Share Arrangements

Example of market established irrigated crop shares…

Landlord's Percent of Crop Received (or of Costs Paid)*
Crop 25% 33% 40% 50% Other

Wheat (6 Leases)
% of Total Leases in Lease Arrangement 16.7% 66.6% 16.7%
% of Leases Sharing Fertilizer Costs 100.0% 100.0% No 100.0% No 
% of Leases Sharing Herbicide Costs 100.0% 100.0% Responses 100.0% Responses
% of Leases Sharing Insecticide Costs 100.0% 100.0% No Response
% of Leases Sharing Energy Costs No Response 100.0% No Response

Corn (88 Leases)
% of Total Leases in Lease Arrangement 1.1% 52.3% 11.4% 23.8% 11.4%
% of Leases Sharing Fertilizer Costs 100 0% 100 0% 100 0% 100 0% 100 0%% of Leases Sharing Fertilizer Costs 100.0% 100.0% 100.0% 100.0% 100.0%
% of Leases Sharing Herbicide Costs No Response 100.0% 100.0% 100.0% 100.0%
% of Leases Sharing Insecticide Costs No Response 100.0% 100.0% 100.0% 100.0%
% of Leases Sharing Energy Costs No Response 100.0% 100.0% 100.0% 100.0%

Sorghum (16 Leases)
% of Total Leases in Lease Arrangement 81.3% 6.2% 12.5%
% of Leases Sharing Fertilizer Costs No 100.0% 100.0% 100.0% No 
% of Leases Sharing Herbicide Costs Responses 100.0% 100.0% 100.0% Responses
% of Leases Sharing Insecticide Costs 100.0% 100.0% 100.0%
% of Leases Sharing Energy Costs 100.0% No Response 100.0%

Soybeans (31 Leases)
% of Total Leases in Lease Arrangement 45 2% 16 1% 29 0% 9 7%% of Total Leases in Lease Arrangement 45.2% 16.1% 29.0% 9.7%
% of Leases Sharing Fertilizer Costs No 100.0% 100.0% 100.0% 100.0%
% of Leases Sharing Herbicide Costs Responses 100.0% 100.0% 100.0% 100.0%
% of Leases Sharing Insecticide Costs 100.0% 100.0% 100.0% 100.0%
% of Leases Sharing Energy Costs 100.0% 100.0% 80.0% No Response

*The percentages calculated in this table represent the percent of landlords sharing the same percent of costs as they share of theThe percentages calculated in this table represent the percent of landlords sharing the same percent of costs as they share of the 
crop.  For example, 100% of landlords receiving 33% of the wheat crop paid 33% of fertilizer expenses.

Source:  Schlegel and Tsoodle -- 2008 KAS/KSU survey (available at www.agmanager.info)

Calculated values
vs.

Market values

If (when) market values have very little 
meaning to individual situations, we 
need to estimate what we believe might 
be the more “correct” values.

22

Determining the terms of a crop lease... 

• When market reported rates are not sufficient toWhen market reported rates are not sufficient to 
answer the question at hand, what do we do?

• While landowners and tenants (i.e., the market) 
ultimately determine terms of crop share and cash 
leases e se the eq itable concept to arri e at aleases, we use the equitable concept to arrive at a 
starting point for negotiations – and to better 
understand the market.

Principles embodied in an equitable lease... 

• Profit maximization (MR=MC)

• Economic profits (expected profit = 0*)

• Opportunity costs

• Risk across lease typesRisk across lease types

• Equal rates of return on annual investment 
(if i fit 0 th t f t 0)(if economic profit = 0, then rate of return = 0)

* On average, in the long run. On average, in the long run.



Landowner/producer risk-return tradeoff
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Risk premium…

How should cash rent for non-irrigated land compare 
with expected returns from equitable crop share when 
averaged over several years? 44%

1. 5-10% higher

24%

2. Roughly equal

% 24%

20%
3. 5-10% less

4. 10-15% less

0%

4%

8%5. 15-25% less

6 >25% l
1 2 3 4 5 6

0%6. >25% less

Calculating values using KSU-Lease.xls
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Crop budgets for SC KS using 5-year average
crop prices (increased fertilizer & machinery costs).

Returns over costs 
(i.e., profit) -- one of 
the numbers to focus 
on.  We expect it to 
be “close” to $0, on 
average, in the long-
run.

If it is “too high” (as 
is likely the case 
here) land valueshere), land values 
and rents will 
increase.



Crop budgets for SC KS using 5-year average
crop prices (increased fertilizer & machinery costs).

“Calculated” values for 
what is equitable --
numbers to focus on. 

Typically what people 
are doing is equitable 
and thus this provides a 
check on costs in 
budget. 

If landowners in area are 
typically getting a higher 

t th thpercentage than the 
calculated value (and 
profit > $0), land charge 
likely should be 
increased

29

increased.

Crop budgets for SC KS using 5-year average
crop prices (increased fertilizer, machinery & land costs).

Cash rent from budget vs. cash rent equivalent with crop share (and imputed risk 
premium) -- numbers to focus on. Historically we have suggested a risk premium of 
~10% (i.e., the value that would drive cash rent (A) and cash rent equivalent (B) 
equal in this example it is 4 3%)

30

equal – in this example it is 4.3%). 

If risk premium is “too high” this suggests that land rent will likely increase.

Crop budgets for SC KS using current forward 
bid crop prices (increased fertilizer, machinery & land costs).

At current forward bids, a landowner accepting $59/ac cash rent would be taking ~27% less 
than would be expected with a 1/3 crop share.  The initial $42/ac in the budget would be 
roughly a 48% reduction.  Is this going to pressure cash rents to increase?

31

Cash rent auction in NW KS … 



Cash rent auction in NW KS … Kansas county-level non-irrigated
crop cash rentscrop cash rents…

So what is theSo, what is the 
market value?

SDTH SD

$36

TH

$38

* 2010 Cash rent values as reported by USDA NASS and Kansas Agricultural Statistics (KAS).

Cash rent auction in NW KS … 

Cropland $/acre Annual Wheat Corn Milo Govt Govt pymt Avg % PPM

Tract acres (FSA) rent dollars stubble a stalks a stalks a payments per acre org matter soil test P

$ $ $ $

Munkres cash rent auction, January 15, 2011

1 214.0 $110 $23,540 108.0 106.0 $3,255 $15.21 2.00 37.50

2 79.7 $90 $7,173 79.7 $586 $7.35 1.50 15.00

3 153.1 $105 $16,076 153.1 $597 $3.90 1.80 17.00

4 160.9 $135 $21,722 160.9 $1,776 $11.04 1.70 15.00

5 314.6 $140 $44,044 226.4 88.2 $3,638 $11.56 1.60 23.00

6 156.0 $140 $21,840 156.0 $1,747 $11.20 1.70 21.00

7 308.7 $130 $40,131 240.0 68.7 $3,441 $11.15 1.74 24.55

8 305.9 $125 $38,238 305.9 $3,847 $12.58 1.80 24.00

9 299.0 $135 $40,365 299.0 $5,465 $18.28 2.00 20.00

10 156.3 $120 $18,756 78.2 78.2 $1,709 $10.93 1.65 21.00

Total 2,148.2 $271,884 735.3 729.9 683.1 $26,061

Overall per acre values $126.56 $12.13 1.75 21.80

Correlation of cash rent with above columns> 0.51 0.14 0.04

Only marginal  differences  in farmabil ity and land quality across  tracts, except that tract 2 had several  acres  in a lagoon.

All  land is  non‐irrigated, fairly flat, l ittle erosion, and has  good road and grain market access.

All  land is  open, i .e., no growing wheat.

Land leased for 5 years and tenant must ensure no loss of soil fertil ity during lease term i e must reimburseLand leased for 5 years  and tenant must ensure no loss  of soil  fertil ity during lease term, i .e., must reimburse

Pre‐auction expectations  l ikely were centered around $80/acre.

Land located near Rexford and Gem in both Thomas  and Sheridan counties, Kansas.

   landowner at end of lease for any reduced fertil ity (both N and P), as judged by before & after soil  tests.

Do you agree or disagree with the following

Producers should receive 100% of payments from 
programs such as CSP that are due to their 
management.

25%

29% 29%

1 Strongly agree

17%

1. Strongly agree

2. Agree

3 Ne tral3. Neutral

4. Disagree

0%

5. Strongly disagree

1 2 3 4 5

0%



Crop land cash rents for 2011…

My estimate as to what cash rents for crop land in 
2011 will be, relative to 2010, is…

41%41%1. Down >5%

2. Down 2-5%

3. Steady3. Steady 

4. Up 2-5%

5 Up 5 10%

0%
3% 3%

10%5. Up 5-10%

6. Up >10%

1 2 3 4 5 6

0%

Summary … 

• Market values trump what we might calculate, but 
we calculate values to avoid making bad decisions

• To reduce risk associated with renting land, 
consider:
-- Staying with (going back to) crop share
-- Go to a flexible cash rent (not ad hoc bonuses)
-- Renegotiate often (i.e., every year) and be willing toRenegotiate often (i.e., every year) and be willing to 

increase and decrease rents annually
-- Increase level of communication

• There is no one right way to manage farm leases, 
but several things to strive for are:

Keep arrangement business like-- Keep arrangement business like
-- Maintain open communication at all times

Questions ???Questions ??? 

www.agmanager.info


