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Figure 1: U.S. Average Corn Prices, 1975/76
Marketing Year to 2007 Projected / 2008 Projected
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Why Farmland Leases May Change 
As Commodity Prices Increase
by Gary Schnitkey, Ph.D. • Professor and Farm Management Specialist
Department of Ag Economics • University of Illinois

Increased ethanol production is fueling more than increases in commodity
prices. It is raising farmland returns. The higher returns have farmland owners
eyeing higher rents. 

How much a farmland owner shares in the farm’s return varies with the
lease. Cash rent leases may be preferred by risk-averse owners who ask a 
pre-determined cash rent. A flexible cash lease or crop share lease may appeal
to owners who want to share in the risks and rewards of price uncertainties.
Lease payments are based on the realized prices and yields. 

Commodity Prices
While corn prices in the United States varied between 1975 and 2006, they
averaged $2.33 per bushel (see figure 1). Projected corn prices for both the
2006/2007 and 2007/2008 marketing years are significantly more than the
$2.33 historical average. Current projections for the 2006/2007 marketing
year are $3.05. The 2007/2008 price for corn is projected even higher at
$3.40 per bushel. If prices remain above $3.00 per bushel in both 2006 and
2007, it will be a first. Average corn prices in back-to-back years have never
been above $3.00.

A Snapshot 
of Today’s 
Family Farms
Most U.S. farms are family farms,
98% in 2004. Non-family corpora-
tions make up a small and stable
share of farm numbers and sales,
accounting for less than 1% of farms
and 6-7% of farm product sales in
each agricultural census since 1978.

9 Small family farms account for 
most U.S. farms and farm assets.
Family farms with sales of less than
$250,000 accounted for 90% of
U.S. farms in 2004, according to
the Economic Research Service
(ERS) of the U.S. Dept. of
Agriculture (USDA). They hold
about 68% of all farm assets,
including 61% of the land owned by
farms, and account for 82% of the
land enrolled by farmers in the
Conservation Reserve and Wetlands
Reserve Programs (CRP and WRP).

9 Large-scale family farms and 
non-family farms produce the
largest share of agricultural output.
They made up 10% of U.S. farms
in 2004, but accounted for 75% 
of the value of production.

9 The number of large farms is 
growing. The number of farms 
with sales of $250,000 or more
grew steadily between the 1982
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S O LD5 Great Reasons to Call Me 
With Your Real Estate Questions.
1. Specialist in all types of vacant land sales — farm, commercial,

residential and industrial properties
2. Experienced, with a proven track record and a reputation for

outstanding service
3. Impeccable credentials:

•  One of 26 Realtors in Illinois designated an Accredited Land Consultant 
•  President, Illinois Chapter, Realtors’ Land Institute
•  Member Will County Farm Bureau

4. Expertise in 1031 Exchanges
5. Extensive marketing through membership in Multiple Listing Service

of Northern Illinois (MLSNI) and listings on the Internet
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