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AMERICAN FARMLAND: 
ALWAYS A GOOD INVESTMENT
A whitepaper on the state of this valuable asset 
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From an investment perspective, 
farmland may be one of America’s more 
underappreciated natural resources. 
Despite the fact that its market value is 
huge—estimated to be $2.6 trillion for 
the real estate alone—the economic 
potential of America’s farmland 
is something that the investment 
community has tended to overlook. 
But the underlying value and its growth 
potential are real.

According to the United States 
Department of Agriculture’s 2017 Census 
of Agriculture released in April 2019, 
U.S. farmland accounts for 900.2 million 
acres, or about 40 percent of all U.S. 
land. That number is down 1.6 percent 
from the 2012 figure, continuing a 20-
year trend that has seen the amount of 
U.S. farmland decrease by 6 percent 
since 1997. (We’ll come back to that 
trend later.)

Of course, not all farmland is used to 
grow crops. Only 44 percent of U.S. 
farmland, or about 396 million acres, 

is considered cropland, much of which 
is in the midwestern states. The balance 
is classified as permanent pasture 
(45 percent), mostly in the western 
states, woodland (8 percent), or other 
(3 percent), which includes buildings, 
livestock facilities and so on.

The market for this finite supply of 
farmland is huge. There are more than 
2 million farms and more than 1 million 
individual farmland owners in the United 
States. But those numbers do not tell the 
whole story, because farming operations 
can be set up in different ways. 

1National Agricultural Statistics Service, U.S. Department of Agriculture (https://www.nass.usda.gov/Publications/Highlights/2019/2017Census_Farm_Economics.pdf)
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About 69 percent of U.S. farms are 
operated by full owners who own all 
the land they farm, but these tend to be 
smaller farms. They average 200 acres 
and represent just 34 percent of U.S. 
farmland.

Part owners, who own some farmland 
but rent some as well, account for 24 
percent of U.S. farms. The farms in this 
category are larger, averaging 1,020 
acres, and they make up 56 percent of 
U.S. farmland.

The remaining 7 percent of farms are 
operated by tenants who rent all the land 
that they farm. Only about 10 percent of 
U.S. farmland is farmed under this type 
of arrangement, with an average farm 
size of 620 acres.

Taking into account both part-owner and 
tenant farmers, a full 40 percent of U.S. 
farmland today is rented from others. 
Overall, that accounts for 355 million 
acres, worth $32 billion in rent annually. 
However, although more than half of 
cropland is rented, rental accounts for 
only 25 percent of pastureland.

Of the rental acreage, 80 percent (which 
is to say 283 million acres, or 30 percent 
of all U.S. farmland) is owned by non-
operator landlords. The other 20 percent 
is owned by other farm operators, also 
known as operator landlords.

Several factors are tending to push rental 
percentages overall even higher, not the 
least of which is the aging population. 
Data from the USDA’s 2014 Tenure, 
Ownership, and Transition of Agricultural 
Land (TOTAL) survey show that 38 

 2“The 2017 Census of Agriculture questionnaire substantially revised the demographic data collected in order to better capture the contributions of all persons involved in farm operations and agricultural production. The 

revised questions, which identified a producer as someone involved in making decisions for the farm, led to more people identifying as producers.” (https://www.nass.usda.gov/Publications/Highlights/2019/2017Census_

Farm_Producers.pdf).

The business of farming

percent of non-operator landlords are 
retired farmers. Meanwhile, the average 
age of farmers continues to rise: The 
2017 Census of Agriculture reports the 
average producer’s age2 as 57.5 years, 
up 1.2 years from what it was in 2012. 
Because farmers approaching retirement 
are more likely than younger producers 
to consider becoming landlords, this 
trend points to an increased likelihood 
that even more retired farmers may soon 
be renting out their land.
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138 million
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non-operators
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Rented out by:

1Numbers in the tables and figures contained in this report may not sum due to rounding. Note: Representative of the 48 contiguous States. In 

all figures based on the 2014 Tenure, Ownership, and Transition of Agricultural Land (TOTAL) survey data, a coefficient of variation (CV) between 

25 and 50 is denoted with a * and a CV greater than 50 is denoted by a #. Source: USDA, Economic Research Service and National Agricultural 

Statistics Service 2014 TOTAL survey.
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Another factor affecting the agricultural 
market is the transfer of land to new 
owners. The TOTAL survey results 
projected that 10 percent of all land in 
farms—some 93 million acres—would 
be transferred between 2015 and 
2019. Although only about a quarter of 
that was expected to consist of sales 
between nonrelatives, much of the 
remaining land would be transferred 
to relatives through gifts, trusts and 
wills, ushering in a new generation of 
landowners. For reasons of inexperience 
or disinterest, many of these new owners 
were expected to offer their land for 
rental or sale.

Consider that looming trend in light 
of this: Most farmland is under-rented, 
despite the fact that most landowners 
have long-term relationships with their 
tenant farmers. According to the TOTAL 
survey, “70 percent of acres rented from 
operator landlords have been rented to 
the same tenant for over 3 years and 28 
percent for over 10 years. Non-operator 
landlords tend to have even lengthier 
relationships with their tenants; 84 
percent of acres have been rented to 
the same tenant for over 3 years and 41 
percent for over 10 years.”3

3From https://www.ers.usda.gov/webdocs/publications/74672/60297_eib161_summary.pdf?v=0.

4From National Agricultural Statistics Service, U.S. Department of Agriculture (https://www.nass.usda.gov/Publications/Highlights/2019/2017Census_Farm_Producers.pdf)

Such long-term rental relationships can 
be beneficial for both the operator and 
the landlord, provided they are based on 
fair market value. However, chances are 
good that they are not.

Changing ownership offers opportunities
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59.0 - 59.9
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Average Age of Producers by County, 2017 4

On average, producers are older in southern 

states and younger in Midwestern states.

U.S. = 57.5
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Farmland can be complicated to 
evaluate, especially for someone who 
has not been farming the same land for 
several decades. It’s often unclear what 
a reasonable market rate on an acre may 
be because recordkeeping and yield 
can be hard to track, and frequently 
that information is not even shared with 
the owners of the farmland. Yet, this 
information on the land’s productivity 
is critical in determining the farmland’s 
value. And although it can figure into the 
sales price for a given plot of land, it is 
far more important in determining what 
the year to year rental rate should be.

Productivity growth plays a substantial 
role in determining the value of farmland, 
unlike many other assets. As productivity 
improves, output (yield) rises, and the 
value of farmland increases based on its 
future production potential.

Innovations in farming technology 
and seed science over the years have 
contributed to huge gains in yield. As 
tillable farmland becomes harder to 
come by (remember, the overall amount 
of farmland is decreasing year by year), 
the value of each acre of productive land 
will continue to grow. This isn’t the case 
with other real estate investments, where 

income derived from the property value 
itself is the exclusive driver of value. 

This basic concept bears repeating: 
potential farm income, not long-term 
value, is what drives current rents. For 
that reason, both landowners and those 
doing the farming need to be aware of 
trends in yield to be able to determine 
appropriate rental rates for a particular 
plot of farmland. Furthermore, a tenant 
farmer who optimizes the land’s yield 
is supporting its fair market value 
and at the same time optimizing the 
landowner’s return.

Until very recently, there really has been 
no central repository of information to 
which a landowner or an operator could 
turn to research the reasonably expected 
productivity of a plot of land, or looking 
at it from another perspective, what the 
market rate should be for renting that 
land. In the farmland rental market, there 
has never been anything comparable 
to the real estate industry’s multi-list 
database for residential property sales, 
or commercial real estate’s various listing 
and valuation businesses, all of which 
focus primarily on sales. When it comes 
to renting farmland, the parties have 
been pretty much on their own.

The challenge of determining market rates

Although state agriculture agencies 
have long offered valuable information 
about farmland within their boundaries, 
and federal agencies have collected and 
reported financial data on a variety of 
agricultural endeavors, as well as many 
others, it has been up to the individual 
farmer or landowner to aggregate and 
process the data. That has been, and 
continues to be, a formidable challenge.
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In 2017, a new service operating under 
the name Tillable was launched to 
provide exactly that type of information 
in a convenient, accessible format so 
landowners and farmers who would 
like to rent farmland can be better 
informed and therefore make better 
business decisions.

The reality is that much of U.S. 
agriculture today remains rooted 
in farming families. Whether family 
members are currently farming the 
land or are renting it out, there often is 
an emotional attachment to the farm, 
which may have been in the family 
for generations. As a result, operating 
decisions regarding the farm frequently 
are based on more than just economic 
considerations. 

Sometimes a disconnect occurs, 
for whatever reason, between the 
farmer and the landowner regarding 
productivity information as it relates to 
the farm. In such a case, it is difficult 
for the landowner to know whether 
the farmer is paying a fair rental rate 
or simply taking advantage of the 
landowner’s lack of information. 

At the same time, it becomes difficult 
for the landowner to confirm that the 
farmer is actually optimizing the land’s 
yield. These are the types of issues that 
services like those provided by Tillable 
can help resolve.

Investing in U.S. farmland has been a 
solid strategy for many years, but in 
today’s economic environment it can 
be particularly attractive. One reason 
farmland is such a good investment 
opportunity right now is that the long-
term demand for food remains high 
while the per capita land required for 
its production is shrinking. At the same 
time, as the world’s population continues 
to grow, the agricultural industry—both 
in the United States and around the 
world—must also continue to increase 
production of food, feed and biofuel.5

We also expect to see the amount of 
tillable land decline between 1.8 and 2.4 
percent globally through 2030, largely 
because of desertification, climate 
change and urbanization.6 This, 
of course, means that the value 
of tillable farmland will only increase 
in the near future.

Meanwhile, global appetites are shifting. 
Higher per capita incomes are increasing 
the demand for proteins, which require 
more grain to produce per calorie, and 
therefore more land to grow that grain. 
Consider that it takes 2.5 pounds of 
grain to produce one pound of beef; this 
translates to more land use to produce 
this feed and to raise the cattle, and that 
is only one example of the pressures 
faced by farmers today.

In short, the demand for farmland—a 
valuable and necessary natural 
resource—is strong today and growing 
stronger. With services like those offered 
by Tillable, the future is bright for those 
investing in U.S. farmland, both now and 
in the long term.

For more detailed information on the 
benefits of (and how to go about) 
investing in U.S. farmland, visit www.

tillable.com or call 833-845-5225.

more data, less uncertainty

5The Food and Agriculture Organization of the United Nations projects that agricultural production will need to increase by 50 percent by 2050. (http://www.fao.org/sustainable-development-goals/goals/goal-2/en/

6See https://www.pnas.org/content/pnas/114/34/8939.full.pdf. 7



Tillable was founded in 2017 to tackle 
a big, unaddressed problem: the 
inefficiency and lack of transparency 
in farmland rental that causes U.S. 
landowners to lose an estimated $8 
billion per year, and prevents qualified 
farmers from finding new land to rent.

© 2019 Tillable, Inc. All Rights Reserved.

THE future of managing farmland is here

Today, Tillable’s mission is to make 
renting farmland as easy, fast and 
fair as possible. With Tillable, you can 
easily consolidate, manage and draw 
insights from your data—and maximize 
your investments. At the same time, we 
make it easier for farmers to responsibly 
expand operations, and for landowners 

tillable.com

(833) 845-5225

to easily find qualified farmers, through 
the first true online marketplace for 
farmland rental. In turn, farms thrive 
through more careful attention to the 
land and improved productivity. And 
when farms thrive, the people who own 
and care for the land thrive, too.


