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Old Man Winter, that popular personification of less-than popular weather, struck again this week and
may have more in store (see, NPR, January 27, 2026; Ghaffar, January 27, 2026; Rucker and Rojas,
January 26, 2026; Tuthill, December 17, 2014). Reading Robert Frost in the January cold (Frost, “An Old
Man’s Winter Night”) is little comfort, however, when more troubling storms conjure a Shakespearian
“winter of our discontent” (Shakespeare, “Richard IlI”; Erden et al., January 25, 2026; Inal, et al., January
9, 2026; Homans, January 25, 2026). On a far different level, discontent could also describe the issues
with base acres explored in this and the previous articles in this series (farmdoc daily, January 15, 2026;
January 22, 2026).

Background

USDA’s Economic Research Service publishes forecasts for the costs of production of the major
commodities (USDA-ERS, “Commodity Costs and Returns”). The costs are broken into two categories,
operating cost and overhead (or allocated overhead). Operating costs include the input costs for the crop
(seed, fertilizer and chemicals), operating expenses (fuel, custom operations and repair costs) and other
variable expenses, including interest on operating capital. ERS notes that custom operations costs
include technical services and commercial drying, while variable expenses include purchased irrigation
water, cotton ginning, and baling straw. Figure 1 illustrates these cost forecasts for 2026 organized by
input, operating, and other variable costs.
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Figure 1. Operating Costs Projections by Major Commodity (USDA-ERS)
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Overhead expenses include the same items for all crops. They are organized in Figure 2 beginning with
the opportunity cost of land (or rental rate), labor (both hired labor and the opportunity cost of unpaid
labor), and other overhead (capital recovery of machinery and equipment, taxes and insurance, and
general farm overhead). Note that the highest opportunity cost of land forecast by ERS is for corn.

Figure 2. Overhead Cost Projections by Major Commodity (USDA-ERS)
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Discussion

The Congressional Budget Office recently released its baseline projections for the USDA mandatory
programs and they include projected prices and yields for the major program crops, as well as payment
projections (CBO, February 2026; farmdoc daily, January 22, 2026). Figure 3 illustrates the on-base
perspective, when the planted acre aligns with the base acre (e.g., corn planted on corn base). These
amounts are from CBO projections for revenue (marketing year average prices and yield per planted
acre) plus the projected ARC/PLC payments for the 2026 crop year, paid in fiscal year 2028. Finally,
Figure 3 also includes the amount necessary to breakeven with total costs as forecast by ERS (difference
between total costs and the income from revenue and payments). Based on these projections, all major
program crops are expected to have higher costs than income (crop revenue and payments when planted
and base align).

Figure 3. On Base: Projected Crop Revenue and ARC/PLC Payments by Major
Program Crop (CBO), Including What Is Needed to Breakeven with Costs (ERS);
Planted and Base Acre Align
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The questions explored in these articles, however, concern the off-base situations, which compares
income from crop revenue and payments when a crop is planted to something other than its base acre.
Figure 4 illustrates this for corn planted to base acres of the major program crops. With total costs of
production for corn projected by ERS in the background, the income from projected corn revenue and
ARC/PLC payments are in stacked columns. The figure also includes the amount necessary to breakeven
with projected corn costs. Notably, corn planted to peanut base and rice base would be profitable under
these projections, and it would be much closer if planted to seed cotton base than to corn or the other
base acres.
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Figure 4. Off Base: Corn Planted on Different Base Acres, Major Program Crops;
Revenue, ARC/PLC Payments and Amount Needed to Breakeven with Corn
Costs (ERS)
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Under these projections, farmers planting corn on peanut and rice base would go from projected losses to
profit solely due to the payments on those base acres. Note that the total costs for corn were used but the
overhead costs highlight a challenge in this measure concerning the projections for opportunity cost of
land (rent rate). It might be more accurate to calculate total costs for corn using the rental rate associated
with the base acre. For example, if the opportunity cost of land for cotton is used in the overhead costs,
planting corn to seed cotton base becomes profitable by nearly $50 per acre.

Figure 5 provides the same off-base perspective for soybeans planted to different base acres. With the
total costs (operating and overhead) for soybeans in the background, the bars are the revenue for planted
soybeans with the projected payments for the base acre of the other crops. The amount needed to
breakeven with soybean costs are also included. Once again, soybeans planted on peanut and rice base
become profitable because of the payments, and it is very close for soybeans planted to seed cotton
base. In those cases, farmers planting soybeans get large enough payments that income exceeds costs.
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Figure 5. Off Base: Soybeans Planted to Different Base Acres, Major Program
Crops; Revenue, ARC/PLC Payment and Amount Needed to Breakeven with
Soybean Costs
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As with corn, the national average opportunity cost of land for soybeans is higher than for most of the
other program crops. The comparison is more concerning if the opportunity cost of land (rental rate)
associated with the base acre is used. In that case, only planting soybeans to corn base or on soybean
base remains negative, below breakeven with soybean costs. But these remain national level estimates
and projections. Understanding this issue would benefit greatly from localized data, analysis, and
comparisons.

Concluding Thoughts

Policy should not pick winners and losers. That well-worn phrase in DC circles is proclaimed more often
than followed; the most adamant advocates tend to be the least likely to live by it, or practice what they
preach. There is proof of the problems the adage counsels against in the base acre design for farm
policy. As explored in this article, the most recent projections for crop costs, revenues and payments
highlight the potential that extraordinarily large payments on southern base acres of peanuts, rice, and
seed cotton will make the difference between profit and loss for those farmers who can plant those base
acres to corn and soybeans.

Frustrated farmers are right to ask how this happens and why. James Madison promised a competition
among factional interests to deliver for the public good, but the deck was stacked in the system’s design
in favor of the smallest of them; intended or not, the design effectively proved his points (see, Federalist
No. 10; Federalist No. 51). Budget policy with its ten-year scoring barriers and special gimmicks like
reconciliation have made it exponentially worse. Now, the smallest factions barely need to compete at it
and the public’s interests are deemed unaffordable. Evidence can be found in policy designs like base
acres and huge payments for crops not planted, but the details are all too complicated and obscure.

The routine is so familiar by now that it almost seems self-perpetuating. A recent story about the problems
for rice in the Mississippi Delta serves as an example (Draper, January 25, 2026). When one realizes that
fewer than 5% of the acres in the county are planted to rice—which has 16% of the county’s base acres—
while nearly 50% are planted to soybeans and 35% to cotton, the entire thing feels orchestrated. It can
sound like just one more stanza in the song played to generate more payments to paper over the
problems.
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Wiser minds than mine ask tougher questions. Often when they do, they echo words from the past. One
example reflects back the words from a former economist in Roosevelt's USDA who, looking back on it all
in 1983, noted that the New Deal farm policy had converted agriculture to an “urban-industrial commercial
conception and policy design” (Breimyer, 1983, at 334). Forty years later, questioners and critics point out
how many commaodities go into industrial products, industrialized food, and industrialized feeding
operations, purchasing industrial inputs to make it all grow. Farm policy, however, stumbles along in a
barely updated version of the New Deal system. When the profits run out or markets are damaged, the
only responses remain demands for more payments rather than addressing the problems—the policy
equivalent of pain killers.

Frustrated questions blend with troubled history to serve reminders that payments fix nothing. They do
worse when they are little more than ill-conceived, barely disguised favors to favored factional interests.
The problems and pains are real, very real. Nothing here is intended to diminish that. Today, farmers
struggle to make a living, and consumers increasingly struggle to purchase food. Between the fields and
the forks, great piles of money slosh around and change hands. We are justified in asking where all the
money goes. Who profits from all the pain and discontent? Or maybe these are questions we would
rather not ask.
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