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WHAT IS THE GOAL? 

Identify the productive use value of agricultural 
land 

Calculate agricultural use values in a clearly 
defined, systematic way without sacrificing 
available information 

 Include as much information on all types of 
agricultural returns as possible 

 Keep the method straightforward so it is clear exactly 
what the process includes and what it does not 



CHALLENGES 

Market values for land include many things 

 We only care about the productive use value of the land 

 Other factors affecting land market value must be separated 
from the agricultural use value, i.e. recreational use 

The theoretically “best” way to value an asset includes 
knowing future returns 

 Data on future returns is not available until it is too late 

 Focus on historical returns (naïve approach) or “expert” future 
predictions?  

Use values should not vary greatly from the present 
economic reality, but extreme volatility is not desirable 



THEORETICAL USE VALUE 

Future stream of returns discounted to 
today’s dollars 

 

Use Value = SUM (NRt/(1+ rt)
t) 

 

If net return and discount rate are 
assumed constant, it collapses to UV = 
NR/r 

t = 1 to infinity 



METHODOLOGY TO CALCULATE 
MISSOURI AGRICULTURAL USE VALUES 

Use 15-year historical moving averages of crop and cow-
calf returns 

Crop returns for 6 crops weighted by state acreage totals 

Prices used are USDA average prices received by 
Missouri farmers 

Costs are reported USDA production costs excluding 
land for the Heartland region which includes Missouri 

2011 agricultural use value estimates based in small part 
on FAPRI’s current outlook 

The 2011 agricultural use value depends on data from the 
1997 to 2011 period  

Spreadsheet available 
http://web.missouri.edu/~browndo 

http://web.missouri.edu/~browndo
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CORN PRICES USED IN THE FORMULA 

Current Cash – October 2011 Kansas City Price 
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COTTON PRICES USED IN THE FORMULA 

Current Cash – North Delta, Spot Market Quotation – USDA/AMS 
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Seed Index Fertilizer Index Operating Cost Index

CROP EXPENSES HAVE EXPLODED! 
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Overhead Expenses Variable Expenses

Market Receipts

CORN EXPENSES VERSUS MARKET RECEIPTS 
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Expenses Market Receipts

BEEF COW EXPENSES VERSUS MARKET RECEIPTS 
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MO CROP RECEIPTS LESS EXPENSES 

15-Year Moving Average 
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MO BEEF COW RECEIPTS LESS EXPENSES 

15-Year Moving Average 
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  Grade 1 Land   Grade 2 Land   Grade 3 Land   Grade 4 Land

MU AGRICULTURAL USE VALUES, BY GRADE 
DECEMBER 2011 ESTIMATE 

From 2009 to 2011 

Grades 1 - 4  +34% 
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  Grade 5 Land   Grade 6 Land   Grade 7 Land

MU AGRICULTURAL USE VALUES, BY GRADE 
DECEMBER 2011 ESTIMATE 

From 2009 to 2011 

Grades 5 - 7  +44% 
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WHAT CHANGES ARE OCCURRING IN OTHER STATES’ 
AGRICULTURAL USE VALUES? 



OTHER INFORMATION THAT FACTORS INTO 
THE DECISION 

Record farm income in 2011 

 Extremely tight crop stocks 

 Higher livestock prices 

 Strong international demand 

Volatility remains 

 Crude oil prices rising 

 Economic recovery has been ragged 

Land values continue to move higher 

Farm bill and biofuels policy uncertainties 
remain 



FAPRI NOVEMBER 2011 OUTLOOK FOR 
MISSOURI 

2012 2013 

Corn ($ per Bu.) 5.27 5.14 

Soybeans ($ per Bu.) 11.89 11.76 

Wheat ($ per Bu.) 5.32 5.13 

Sorghum ($ per Bu.) 4.54 4.54 

Cotton ($ per Lb.) 0.73 0.73 

Rice ($ per Cwt.) 11.51 11.37 

Cattle ($ per Cwt.) 118.19 121.92 

Calves ($ per Cwt.) 147.90 157.34 
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U.S. NET FARM INCOME 

Source: USDA 
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MISSOURI NET FARM INCOME 

Source: Missouri Farm Financial Outlook 2012 
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U.S. PUBLICLY HELD FEDERAL DEBT 

Source: IHS Global Insight – October 2011 
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WEST TEXAS INTERMEDIATE SPOT CRUDE OIL PRICE 

Source: IHS Global Insight – October 2011 



CONTACT INFORMATION 


