By Gerald D. Schwab, Department of Agricultural Economics

The leasing of land provides an alternative method
for controlling an integral capital asset without re-
quiring purchase. Land leasing can be viewed as a
method to lower the risk associated with price and
yield variations. The sacrifice or tradeoff is that the
tenant may lack security of land control, may not be
able to reap all the rewards due to his managerial
ability; and is not able to benefit from an increase in
land values.

Michigan farmland renters and owners face an an-
nual problem in negotiating satisfactory rental agree-
ments. Contracts and rental rates vary by area and
crop, and depend upon such factors as the amount of
land for rent, potential number of renters, soil type,
and historical rental arrangements,

To assist renters and owners in negotiating satis-
factory agreements, a questionnaire survey of selected
Michigan farmers was conducted in April-May 1975 to
determine current field rental arrangements, This pub-
lication presents the results of this survey. The usable
responses numbered 326 and are distributed through-
out Michigan and its 9 crop reporting districts as in-
dicated in Figure 1.

The rental rates that follow are not presented as
those which ought to be charged for renting Michigan

Crop Reporting
District Area of State
1 Upper Peninsula

Northwest

Northeast

West Central

Central

Saginaw Valley
and Thumb

Southwest

South Central

Southeast

Figure 1. Farmer Responses in each Michigan Crop
Reporting District (in parenthesis).
Total Responses — 326.

farmland, but are intended to serve as a guide to
renters and owners in negotiating field rental ar-
rangements.

The responses indicate that cash rental of land is
more prominent than share rental. All land used for
pasture and most mechanically harvested forages was
cash rented. Approximately 70% of the respondents
renting corn and soybean land did so on a cash rental
basis. The percentage of cash rental is even higher
for field beans, sugarbeets and potatoes.

Rates are not available for crops in some areas be-
cause they are not commonly grown in the area, or
there was an insufficient number of responses to es-
tablish rates.

CASH RENTAL RATES

Tables 1 and 2 contain the average rate, most com-
mon rate, and the range of rates for cash rental ar-
rangements on tiled and untiled land in Michigan
by crop reporting districts. A comparison of Tables 1
and 2 indicates that tiled land generally commands a
higher rate than untiled land.

SHARE RENTAL RATES

Tables 3 and 4 present the share rental arrange-
ments on tiled and untiled land in Michigan by crop
reporting districts. The most common share rental
arrangements appear to be the 50-50 and the 67-33
tenant-landlord division.

50-50 SHARE BASIS

With this lease, the crop is divided in half between
the renter and landlord. The tenant furnishes labor,
power and machinery. The cost of seed, fertilizer,
weed and insect control is split equally. The harvest-
ing and hauling cost may be halved or often the tenant
furnishes 100% of the hauling and sometimes 100%
of the harvesting costs.

%-Y3 SHARE BASIS

With this lease, 67% of the crop is received by the
tenant, The tenant, in turn, furnishes all labor, power,
machinery, weed and insect control, harvesting and
hauling. The fertilizer expense is often shared in the
same proportion as is the crop yield. The seed cost
may be shared in this proportion also, but usually the
tenant furnishes all seed.

There is no one correct share proportion arrange-
ment to recommend. However, a basic principal is
that the income ought to be divided in the same pro-
portion as the expenses of production are shared.
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This information is for educational purposes only. Reference to commercial products or trade names does not imply discrimination or indorsement by the
Cooperative Extension Service. Cooperative Extension Service Programs are open to all without regard to race, color, creed, or national origin. Issued in
furtherance of cooperative extension work in agriculture and home economics, acts of May 8, and June 30, 1914, in cooperation with the U.S. Depart-
ment of Agriculture. Gordon E. Guyer, Director, Cooperative Extension Service, Michigan State University, E. Lansing, MI 48824.
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