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Flexible Cash Lease Parameters 
By Michael Langemeier	

Recent articles used a case farm in west central Indiana to illustrate net returns to land derived 
from crop share, fixed cash rent, and flexible cash lease arrangements.  These articles used flex 
leases based on a percentage of gross revenue, and base cash rents of 75 and 90 percent.  In 
general, flex leases can “flex” on crop yields; crop prices; crop yields and crop prices; and crop 
yields, crop prices, and production costs.  This article compares the net returns of a fixed cash 
rent and a crop share arrangement with various flexible cash lease arrangements. 

C R O P  S H A R E  A N D  F L E X I B L E  C A S H  L E A S E  A R R A N G E ME N T S  
Net return to land from 2007 to 2024 from landowner and tenant perspectives were computed 
for a case farm in west central Indiana.  The case farm had 3000 crop acres and utilized a 
corn/soybean rotation.  The various lease arrangements compared in this article are briefly 
discussed below. 

Fixed cash rents were obtained from the annual Purdue Farmland Value Survey.  Specifically, 
cash rents for average productivity land in west central Indiana were used.  With the crop share 
lease the landlord received 50 percent of all revenue (crop revenue, government payments, and 
crop insurance indemnity payments).  In addition to providing the land, the landowner paid 50 
percent of seed, fertilizer, and chemical (herbicides, insecticides, and fungicides) expenses as 
well as 50 percent of crop insurance premiums.  The case farm participated in government 
programs (e.g., ARC-CO and PLC programs), and purchased 85 percent revenue protection 
coverage.   

Table 1 defines the eight flexible lease types compared in this article.  The Type 1 flex lease 
computes rent using fixed rent per bushel parameters.  The Type 2 flex lease uses a base rent, 
computed using market cash rent, and corn and soybean yields.  The Type 3 flex lease is 
computed by multiplying a fixed number of bushels by actual price.  The Type 4 flex lease uses a 
base rent, computed using market cash rent, and corn and soybean prices.  The Type 5 flex lease 
pays a landlord a fixed percentage of gross revenue, which includes crop revenue, government 
payments, and crop insurance indemnity payments.  The Type 6 flex lease uses a base rent, 
computed using market cash rent, and both crop yields and prices.  The Type 7 flex lease uses a 
base cash rent that is 90 percent of market or fixed cash rent.  In addition to the base cash rent, 
the landowner receives a bonus based on revenue above non-land cost plus base cash rent.  If 
revenue exceeds non-land cost plus base cash rent, a bonus is paid.  Revenue includes crop 
revenue, government payments, and crop insurance indemnity payments.  All cash and 
opportunity costs, except those for land, are included in the computation of non-land cost.  The 
Type 8 flex lease uses a base cash rent that is 75 percent of market or fixed cash rent.  In 
addition to the base cash rent, the landowner receives a bonus to the extent that the average 
corn and soybean revenue is higher than a specific percent of corn revenue and a specific 
percent of soybean revenue.  These percentages should approximate the long-run average land 
cost for these two crops as a percentage of total cost (includes both cash and opportunity costs).  
Bonuses are frequently paid out under this arrangement. 
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C R O P  S H A R E  A N D  F L E X I B L E  L E A S E  P A R A ME T E R S  
Crop share and flex lease parameters are computed using the certainty equivalent of tenant net 
returns for the 2007 to 2024 period.  The certainty equivalent of net return represents a risk-
adjusted net return (Langemeier and Lui, 2020).  Essentially, we set the parameters for each 
lease in such a way that the tenant would be indifferent between a fixed cash rent lease and each 
individual crop share or flex lease.  This enables us to compare the relative riskiness of each 
lease from both the tenant’s perspective.  Parameters are computed assuming a corn/soybean 
rotation. 

Table 2 presents the lease parameters for the crop share and flex leases.  The crop share lease 
parameter is 47.9 percent, instead of the standard 50 percent share.  Fixed rent per bushel 
computations yield a rent of 1.34 times annual corn yield and 4.33 times annual soybean yield 
(Type 1 flex lease).  If we use the actual to average corn and soybean yield ratios, the base rent as 
a percentage of market cash rent is set at 99.1 percent (Type 2 flex lease).  Flex leases where the 
landlord receives 34.1 percent of crop revenue or 32.7 percent of gross revenue (Type 3 and Type 
5 flex leases) are equivalent to a fixed cash rent lease.  If we use the actual to average crop price 
ratios, the base rent as a percentage of market cash rent is set at 101.5 percent (Type 4 flex 
lease).  The base rent as a percentage of market cash rent is set at 101.0 percent if we use actual 
to average yield and price ratios (Type 6 flex lease).  For the 90 percent of base rent flex lease 
(Type 7 flex lease), the landlord receives 37.8 percent of gross revenue above non-land costs plus 
base rent.  For the 75 percent of base rent flex lease (Type 8 flex lease), the landlord receive 
revenues above 28.2 percent of corn revenue and above 38.2 percent of soybean revenue. 

 

 



 
 
 

3    |   © 2025 Purdue University 

S T A NDA RD DE V I A T I O NS  O F  NE T  RE T U RNS  
How does a tenant choose between the leases discussed above?  Because the risk-adjusted net 
return is assumed to be the same across leases, it makes sense to examine the relative riskiness 
of each lease.  Table 3 compares the standard deviation of landowner and net returns, and 
presents the ratio of landowner to tenant standard deviations.  The landowner and tenant 
standard deviations are also illustrated in figure 1.  From a landowner’s perspective, bushel rent 
has low risk and the two leases that flex crop price (Type 4 and Type 6) have high risk.  From a 
tenant’s perspective, the crop share lease has low risk and fixed cash rent and the two leases that 
flex on crop yields (Type 1 and Type 2) have high risk.  In terms of the ratio between standard 
deviations, we will focus on the merits of a fixed cash rent lease, a crop share lease, and the flex 
leases with a base cash rent and bonuses (Type 7 and Type 8).  These leases are more common 
than the other leases discussed in this article.  The fixed cash rent lease (represented by the red 
triangle in figure 1) is relative risky for the tenant, but exhibits low risk for the landowner.  The 
relative riskiness of the bushel rent is similar to the fixed cash rent lease.  The crop share lease 
(represented by the green triangle in figure 1), as has long been argued, does a good job of 
sharing risk between the landowner and tenant.  The flex lease that has a 90 percent base rent is 
represented by the brown triangle in figure 1, and flex lease that has a 75 percent rent is 
represented by a gray triangle.  From a landlord’s perspective, these two leases have a risk 
profile that is similar to the fixed cash rent lease.  However, from a tenant’s perspective these 
two leases exhibit less risk than the fixed cash rent lease.  This characteristic may explain why 
tenants are showing more interest in these two flex leasing arrangements.      
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S U MMA RY  A ND CO NCL U S I O NS  
This article used a case farm in west central Indiana to compare the net return to land and 
riskiness of a fixed cash rent lease, a crop share lease, and eight flexible cash lease 
arrangements.  The crop share lease does a good job of sharing risk between the landowner and 
tenant.  From a tenant’s perspective, the two flex leases that contain a base cash rent with 
bonuses are relatively attractive compared to a fixed cash rent lease.    
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