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An Introduction to Who We Are
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Perfect Storm in Farm Transition

SOURCE: Iowa State University Extension and National Agricultural Statistics Service (2003-2018)

1.)  Age of Land Owner

*  Is the oldest in history:  60% over age 65 and 35% over the age 75

2.)  All-time high land values

*  Iowa’s state average is $7,432/acre      *Illinois’s state average is $8,200/acre

3.)  Cash Flow to acquire land is outside of long term profitability

*  Subsidization and Economies-of-Scale required to compete

4.)  Farm is a legacy asset - Philosopher Rene Descartes  “I farm therefore I am”   

5.)  Control

*  Difficult to surrender--required to transfer

6.)  Advice from specialists 

*  Limited by location, experience and incentive

7.)  Low interest rates will change in the future

8.)  Longevity of land owner

*  “Sandwich generation” may lose ownership opportunity

9.)  Family dynamics

*  Fair vs. Equal

*  Performance based pay vs. Inheritance based pay

10.)  Deferral Mentality

*  Susceptible to emotional decision-making…Greed, Hope, Fear

Perfect Storm in Farm Transition

*  80% of rented farmland will be owned & controlled by those that don’t operate it themselves

*  53% of Iowa farms are rented (16 million acres)

-In some counties, upwards of 70% of farms are rented

*  43% of Illinois farms are rented as of 2012 (12 million acres)

*  34% of Iowa land is owned by those with no farm experience (10 million acres)

Source: USDA & ISU Tenure Study

Farm Leasing

“This will put a greater emphasis on landlord/tenant relationships.  Solid long-term rental relationships   

are going to be an important factor for the survival for the next generation of producers.” 

-Steve Bohr - Farmer, Landowner & Farm Transition Specialist 

www.nextgenag.us

A new element but perhaps the most important:
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Future of Agriculture

www.nextgenag.us

www.nextgenag.us

Transition in Production Agriculture
Via Land Auction & Option to Rent

• Option to rent 744 acres at $285/acre for 3 years

Whopper Cash Rent Opportunity?
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Transition in Production Agriculture

www.nextgenag.us

• 47 bids from 5 states (130 counties)

• 230 mile radius 

• 3 ½ hour trip by car (1-way)

• Winning bid 85 miles or 3 counties away

Via Online Rent Auction

Transition in Production Agriculture

www.nextgenag.us

Currently Estimated:

• 86,000 farms in Iowa

• 800+ farmers per county

• Farming 32,000,000 acres

What happens when the number 
of farmers per county diminishes? 

Do we really need to go 85 miles 
away to find a qualified producer?

Transitioning Responsibly

Source: USDA

• 72,000 farms in Illinois

• 700+ farmers per county

• Farming 27,000,000 acres
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• 250-acre farm in east-central Iowa

• Landowner saw an Internet company 
advertising on Facebook 

• Company offered to lease the farm from 
landowner and offered $321/acre for 3 years 
all paid upfront ($963/a) within 7 days  

• Company did not have a renter but promised 
renter would come from no more than 50 
miles away

www.nextgenag.us

Transition in Production Agriculture
Via Social Media & Internet Platforms

Questions Land Owners should be asking…
“How are they able to do this?”

“Who they sub-rent the farm to?”
“Why?”

American Agriculture

Source: U.S. Dept of Agwww.nextgenag.us

Who will own & operate our farmland?

Arable Land Worldwide
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Dirt – “they’re not making any more of it”

Between 1992 and 2012 
almost 31 million acres of 
agricultural land was lost 
to development.  

Source: Farmland Information Center

www.nextgenag.us

This is equivalent to losing all of the state of Illinois or Iowa’s cropland acres.  

Farmland 
is in

Demand

www.nextgenag.us

Farmland has increased in popularity and more and more institutional 
funds, pension funds and other buying groups want to own some of it.
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www.nextgenag.us

Return to Farmland Ownership

There’s a growing disconnect between farm profit           

margins and what people will pay for ground

Source: 2017 ISU Tenure Study, USDA & Illinois FarmDoc

Land Rents 
vs

Land Values

www.nextgenag.us

Farmland values & rents have the tendency to move up and down together.
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the Fixed Cash Rent Lease

www.nextgenag.us Image Source: Farm Futures

www.nextgenag.us
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Land Rent Discussions

www.nextgenag.us

Considerations for 2021

• Why do farmers farm?

• Why do landowners own land?

• What about the next generation?

Landowner-Producer relationships

Landowners:

What are your expectations               
in a prospective tenant?

T1.  Stewardship & Care for the Land

T1.  Receive a Fair Income

T1.  All the Little Things…

Producers:

What are you looking for in 
working with a landowner?

1. A long-term relationship

2. They care for the land

3. Understanding of fair lease terms

www.nextgenag.us

What’s Important to You?

Our goal is to create more of a “partnership” in the lease relationship.

Does your lease truly incentivize all the factors that are important to you?
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Land Stewardship

Dirt – “they’re not making any more of it”

Source: Daily Erosion Project, ISUwww.nextgenag.us

Average Soil Loss In Iowa =

4.3 truck loads/acre/decade

U.S. is losing topsoil 10 times 
faster than it is being replenished

It takes 500 years to replenish 
1 inch of lost topsoil
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Land Stewardship

Most conservation practices are 
long term, not year to year

Source: Nature Conservancy & Purdue University

Cover Crops – Who Should Pay For It?

www.nextgenag.us
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How to Incentivize Good Conservation

Crop Share Arrangements

• Sharing of the Income & Expense and Risk & Reward

• Also share in cost of farm improvements & Conservation programs

• Tax reasons
• Active Participation required for C-Corp to sub-chapter S-Corp

• Retirement Transition Tool

• Iowa Beginning Farmer Programs
• 5% State Income Tax Credit for Cash Rent

• 15% State Income Tax Credit for Crop Share & Flex Lease Payments

• Modified Crop Share Arrangements

www.nextgenag.us

Low in #’s, but still have a place
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Chart Source: Unknownwww.nextgenag.us

Cycles in Agriculture

Cycles in Agriculture have not changed, but farm leasing trends have…

Leasing Trends
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www.nextgenag.us Source:  2017 ISU Tenure Study & Illinois Lease Trends Report 
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the Fixed Cash Rent Lease

www.nextgenag.us Image Source: Farm Futures

Are we creating a Win-Win or a Win-Lose Relationship?

What % of cash rent leases in Iowa are 
now flexible leases?

18%

the Flexible Cash Rent Lease

Source:  2017 ISU Tenure Study & Illinois Land Values & Lease Trends Report 

33% in some regions of Iowa

30% of new leases in Illinois
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Farm Futures article:  “It’s time to get serious about a flexible land lease”

Image Source: Farm Futures

www.nextgenag.us

JANUARY 2021 Corn Soybeans

2021 Projected Price $4.00 $11.00

Average Yields (APH) x 210 x 60

Gross Revenue $840 $660

Less Crop Expenses &           
Non-land costs

($450) ($265)

Less Operator Return for          
Time & Labor

($50) ($50)

Break-Even (Before Rent) $340 $345

Let’s establish a fair starting point, but with the flexibility           

to adjust higher as farm income moves higher

Understanding the Numbers
Land Rent Break-Even’s

AUGUST 2020 Corn Soybeans

2021 Projected Price $3.50 $8.60

Average Yields (APH) x 210 x 60

Gross Revenue $735 $515

Less Crop Expenses &           
Non-land costs

($450) ($265)

Less Operator Return for          
Time & Labor

($50) ($50)

Break-Even (Before Rent) $235 $200
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Cash Rent vs Corn Price

(USDA Marketing Year Averages)

Year Your Farm District 5
Grundy Co

District 6
Cedar Co

District 9
Henry Co

Corn $ Bean $

2010 $229 $235 $204 $3.55 $9.59

2011 $270 $263 $247 $5.18 $11.30

2012 $333 $313 $271 $6.22 $12.50

2013 $353 $349 $291 $6.89 $14.40

2014 $336 $337 $297 $4.46 $13.00

2015 $304 $307 $271 $3.70 $10.10

2016 $274 $289 $249 $3.61 $8.95

2017 $263 $274 $252 $3.36 $9.47

2018 $270 $277 $246 $3.36 $9.33

2019-2020 $272 $252 $265 $3.61 $8.48

(ISU high quality averages)

Source: ISU Cash Rent Survey & USDA www.nextgenag.us

Cash Rent / Gross Revenue Trends

$735 Estimated Gross Corn Revenue x 30% = $220/Acre 

$515 Estimated Gross Bean Revenue x 40% = $205/Acre

www.nextgenag.us
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## $2.50 $3.00 $3.50 $4.00 $4.50 $5.00 $5.50

260 ($75) $5 $135 $265 $395 $525 $655

240 ($75) ($55) $65 $185 $305 $425 $545

220 ($75) ($75) ($5) $105 $215 $325 $435

200 ($75) ($75) ($75) $25 $125 $225 $325

185 ($75) ($75) ($75) ($35) $58 $150 $243

170 ($75) ($75) ($75) ($75) ($10) $75 $160

$300/acre Fixed Rent

Actual Selling Price
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## $2.50 $3.00 $3.50 $4.00 $4.50 $5.00 $5.50

260 $0 $54 $141 $228 $315 $402 $489

240 $0 $13 $94 $174 $255 $335 $415

220 $0 $0 $47 $121 $194 $268 $342

200 $0 $0 $0 $67 $134 $201 $268

185 $0 $0 $0 $27 $89 $151 $213

170 $0 $0 $0 $0 $44 $101 $157

$225/acre Base Rent + Share 33% of Profits

Actual Selling Price
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Source: Next Gen Ag

Producer Profit ($/acre)
Fixed Lease vs Flex

www.nextgenag.us

250-acre farm example:
$166/acre x 250 ac = $41,500 more profit

➢ Or, would you rather give up some of the 
top end to better manage the low end risk?

➢ Are you willing to take more risk for the 
chance of having a “home run” year?

www.nextgenag.us

The cost to produce corn & soybeans has not changed dramatically over the last 7 years 

compared to the respective drop in commodity prices from hitting their highs in 2012.  

Land Costs
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www.nextgenag.us Image Source: Farm Futures

A flex lease works in times of low prices AND in times of high prices

35

36



1/20/2021

19

the Flexible Cash Rent Lease

www.nextgenag.us

• A crop share & traditional cash rent lease all wrapped into one:
• There is still a guaranteed level of income as with a traditional cash lease

• The upside is left open for the landowner to participate in profits from strong prices and/or yields (more flexible)

• There is still no production or price risk for the landowner

• Facilitates a “Marriage” between the landowner and tenant, not a “Divide”
• Reduces the annual rent negotiation & less worry on determining what is fair

• It turns into a more enjoyable landlord-tenant relationship

• Meets all the landowner’s goals (land stewardship, fertility, fair income, all the little things)

• Meets the producers #1 goal (supports a longer-term relationship)

• Recognizes the need for the tenant to make money

• Regarded as a more mutually fair arrangement 

• A key component is the “base” rent should be set at a reasonable level

a Modern-Day Alternative

www.nextgenag.us
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