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Crop farmers will have to choose a commodity program for the 2026 crop year. An annual decision was
also made for the 2021-2024 crop years. Farmers’ choices for these four years resulted in ARC-CO
(Agricultural Risk Management — County) and PLC (Price Loss Coverage) paying a total of $3.2 billion to
base acres of barley, corn, oats, peanuts, rice-Japonica, rice-long grain, sorghum, soybeans, and wheat
(see Figure 1 and Note 1). These payments were however $1.6 billion or 33% below the amount farmers
would have received if all base acres had received the maximum between ARC-CO or PLC, as is the
case for 2025 crops (see Note 2). If farmers had instead followed a simple decision guide, payments
would have totaled $4.5 billion, or only 7% below the possible maximum (see Figure 1). Actual payments
are from the USDA, FSA (US Department of Agriculture, Farm Service Agency) and the University of
lllinois at Urbana-Champaign (farmdoc daily, November 11, 2025),
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Figure 1. ARC-CO + PLC Payments (billion $), US Barley, Corn,
Oats, Peanuts, Rice-Japonica, Rice-long grain, Sorghum,
Soybeans, Wheat, 2021 - 2024 Crop Years
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Decision Guide
The decision guide is:

(1) Choose PLC if the program crop’s average US cash price for January of the current crop
marketing year is less than the crop’s effective reference price for the upcoming (i.e. decision)
crop marketing year.

(2) Otherwise, choose ARC-CO.
The guide makes use of two pieces of information:
(1) PLC only pays if market year average price is less than the effective reference price.

(2) Speculative prices, including prices of most crops, follow a time path strongly impacted by
random shocks not known until they occur. These shocks may increase or decrease price. An
implication of this price formation model is that today’s price is the best estimate of tomorrow’s
price unless you know the precise random shocks that will occur.

The decision guide in essence assumes the current crop marketing year’s January price is a good
predictor of the upcoming crop marketing year’s average price. The January price is late in the decision
window but known before it typically closes. The decision indicator focuses on whether PLC should be
chosen, and, by consequence, if ARC-CO should be chosen too.

To illustrate the decision guide, USDA, FSA announced a $4.01 / bushel effective reference price for
2024 crop marketing year corn. The January 2024 US average cash corn price, which is in the 2023 crop
marketing year, was $4.74 / bushel. Since the January 2024 cash price was above the 2024 effective
reference price ($4.74 vs. $4.01), the decision guide signaled to “not elect PLC.” ARC-CO should be
chosen. Note, the corn crop marketing year is from September through August.
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What If Analysis

The commodity program decision guide is applied in a “what if” analysis for the 2021-2024 crop year
decisions for base acres of barley, corn, oats, peanuts, rice-Japonica, rice-long grain, sorghum,
soybeans, and wheat. These crops are a diverse set of large and small acreage crops with different
agro-production and market characteristics. The “what if” analysis assumes that the actual ARC-CO and
PLC payments per base acre remain the same and that all US base acres for the crop would follow the
signal generated by the decision guide. The analysis is that at the US level.

Given the assumptions and data, the decision guide correctly predicted whether ARC-CO or PLC would
make the highest per acre payment for 89% (i.e. 32) of the 36 crop-year observations. For corn,
soybeans, and wheat; the correct prediction share was 92% (11 of 12). Payments totaled $4.5 billion, or
$1.3 billion more than actual ARC-CO and PLC payments for the 2021-2024 crop years.

Figure 2. ARC-CO + PLC Payments (billion $) if Decision Guide
Was Used, Same Crops in Figure 1, US, 2021 - 2024 Crop Years
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Discussion

As a group, US farmers’ decision on which commaodity program to elect captured only about 67% of
potential ARC-CO and PLC payments during the 2021-2024 crop years.

A 2022 article by Fischer, et al also found considerable divergence of actual from potential commodity
program payments. They examined paying the maximum of ARC-CO and PLC payment per base acre.
Consistent with implication of the payments in Figure 1 of this article, they found this option to be
expensive. A notable source of funding would have to be found.

Another approach is to develop decision guides that improve decision making performance. Guides exist,
but to the authors’ knowledge have not been examined for their performance.
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This article proposes a simple decision guide that a “what if” analysis found would have captured around
93% of potential 2021-2024 crop year ARC-CO and PLC payments, compared to 67% actually paid to
farmers, a substantial improvement.

All decision guides break down and give wrong signals at times. This is why we call it a guide. It helps
inform, not make the decision. Commodity program decisions may be made for reasons other than
maximizing payments, but it is commonly accepted that this is the primary motivation. Last, many
variations of this article’s decision guide exist, as well as other decision guides. The intent is to introduce
the general idea behind the proposed decision guide, to show that, at least over 2021-2024, this simple
decision guide nontrivially would have improved payments to farmers, and to encourage further
examination with the goal of improving performance of the farm bill commodity programs by improving
farmer decision making.

Notes

1. Seed cotton has a different decision matrix than other program commodities. A cotton farmer is
precluded from being in commodity programs if they elect to buy the STAX insurance product,
which is available only for seed cotton. Given seed cotton’s different decision matrix, it was
decided to be analytically conservative and exclude seed cotton from the analysis.

2. The 2025 Farm Bill waived the annual decision for the 2025 crop year due to significant changes
made to 2025 crop year commaodity programs after farmers had made their 2025 crop year
decisions. For 2025, farmers will receive the higher of ARC-CO or PLC payment per base acre
for their FSA farms.
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