2025 REPORTS

ARC and PLC to Offer Higher
Support (for Some) in 2025

By John Newton, Ph.D.

With Congress authorizing another one-year
extension of the 2018 farm bill through September
30, 2025 (in addition to more than $30 billion

in ad hoc assistance to agricultural producers
experiencing natural and economic disasters), crop
farmers across the country now know what risk
management tools are available to them for the new
crop year.

For some crops such as corn,
soybeans and wheat, coverage
levels will increase to levels at or
near all-time highs.

In addition to crop insurance, crop farmers with
eligible base acres may enroll in Agriculture Risk
Coverage (ARC) or Price Loss Coverage (PLC) on a
commodity-by-commodity basis (see ARC and PLC

Program Explainer).

For some crops such as corn, soybeans and wheat,

coverage levels will increase to levels at or near all-time
highs. For these crops, the additional support may help
offset expected tighter crop margins in 2025 regardless

of economic assistance provided by the American
Relief Act. For other crops such as seed cotton, rice
or peanuts, their ARC and PLC guarantees are at or
slightly above the minimum level of support provided
through farm bill programs.

COMPARING SUPPORT LEVELS

For both ARC and PLC, and for the 2025/26 crop year, the
prices used to determine the revenue guarantee and the
effective reference price are based on data from the 2019
to 2023 crop years. With marketing year average prices for
2023 finalized in mid- to late 2024, and with the farm bill
now extended for another year, ARC-County Option (ARC-
CO) and PLC support levels for 2025 are now known.

For the 2025/26 crop year, the ARC-CO benchmark prices
for corn and soybeans are the highest level of support
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since the 2015/16 marketing year. Wheat is at the highest
level of support since ARC-CO was introduced in the 2014
farm bill. Here is a detailed price list:

= Corn ARC-CO benchmark price is $5.03/bu., up 18
cents/bu. from the previous year

= Corn PLC effective reference price is at the
maximum of $4.26/bu.

= Soybean ARC-CO benchmark price is $12.17/bu., up
$1.05/bu. from the previous year

= Soybean PLC effective reference price is at the
maximum of $9.66/bu.

» Wheat ARC-CO benchmark price is $6.72/bu., up
51 cents/bu. from the previous year

= Wheat PLC effective reference price is $5.56/bu.,
slightly above the PLC statutory reference price of
$5.50/bu.

PROJECTED PROGRAM PAYMENTS

For major crops such as corn, soybeans and wheat,
the ARC benchmark prices are at or near their all-time
highs. However, these higher levels of support follow

sharp increases in crop input costs, rapidly declining
crop prices, and margins that have been at or below
breakeven for several years in a row. The tight margin
environment has contributed to a sharp decline in

overall farm profitability since 2022.

Given current USDA price expectations, for the
2025/26 crop year both ARC-CO and PLC would
deliver support to corn and soybean farmers with
eligible base acres. For wheat base acres, the higher
level of price support under ARC-CO may result

in program payments should a county’s yields fall
below the Olympic moving average given current
expectations for higher prices.

According to the CBO, total
program payments for the
2025/26 crop year are projected
at $5.4 billion.

For farmers with sorghum base acres, program payments
are likely, as the support from both ARC and PLC is well

Commodity Program Support Levels

2025/26 Marketing Year

12.17

Corn Soybeans Wheat
Dollars per Bushel

;i Terrain

Sorghum

mm ARC-CO Benchmark
B Effective Reference Price

B Statutory Reference Price

0.367]0.367
0.268]0.26810.268

Rice-LG Peanuts Cotton

Dollars per Pound

Sources: USDA FSA, Terrain

TERRAINAG.COM

2025 REPORTS - 2


https://terrainag.com
https://www.terrainag.com/insights/first-look-2023-farm-profitability-by-state/
https://www.terrainag.com/insights/first-look-2023-farm-profitability-by-state/

Projected USDA Farm Program Payments

Projected Program Payments for Major Title | Commodity Programs for the 2025/26 Crop Year
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above the USDA’s projected price of $3.80/bu. for 2025.
For seed cotton, the ARC guarantee is approximately 10%
above the effective reference price and may yield program
payments if a county’s yields are low. For crops like rice or
peanuts, their levels of income support are not materially
different than those authorized under the 2014 farm bill
over a decade ago.

While program payments are far from certain, the
Congressional Budget Office’s June 2024 Baseline
Projections for USDA Mandatory Farm Programs provided

an early look at potential farm program payments for the
2025/26 crop year. According to the CBO, total program
payments for the 2025/26 crop year are projected at $5.4
billion, with approximately $3.6 billion in PL.C payments
and $1.7 billion in ARC-CO payments. (Note: This will
change as enrollment decisions become known.)

= Corn is projected to receive $3.2 billion in program
payments, or approximately $39 per base acre

= Soybeans are projected to receive $565 million in
program payments, or approximately $12 per base acre

» Wheat is projected to receive $373 million in program
payments, with an average payment of $7 per base acre

Sources: USDA ERS, USDA NASS, USDA FSA, Terrain

While lower prices and revenue are expected to result in
more than $5 billion in commodity program payments
from ARC and PLC, most of these crops will be planted in
spring 2025, and the program payments will not be made
until fall 2026 — an 18-month difference from when a
majority of costs are incurred to plant a crop and when
federal support is provided.

PROGRAM ELECTION IS PART OF RISK
MANAGEMENT PLAN

Farmers with eligible base acres will have an opportunity
to enroll those acres in ARC or PLC on a commodity-by-
commodity basis this spring. Which programs farmers
choose for each covered commodity will depend on

their risk preferences (that is, price- or revenue-based
coverage) and the expected program payment.

Due diligence is required, as participation in Title I
commodity support programs may be affected by crop
insurance purchases (for example, use of Supplemental
Coverage Option). Working with a Farm Credit crop
insurance agent can help farmers assess the risk
environment and craft a risk management strategy
across crop insurance and commodity support programs
that works best for their crop operation.

TERRAINAG.COM

2025 REPORTS - 3


https://terrainag.com
https://www.cbo.gov/data/baseline-projections-selected-programs#23
https://www.cbo.gov/data/baseline-projections-selected-programs#23

ARC and PLC Program Explainer PRICE LOSS COVERAGE

While ARC-CO support is based on the county-level crop
revenue (national average price multiplied by county

s e e average yield), PLC is based solely on price. PLC delivers

OPTION a program payment when the national marketing year

ARC-CO is an area-based revenue and income support average price falls below the effective reference price (that

program that provides payments to farmers when the is, the price support level).

actual county-level revenue (the county average crop

yield multiplied by the marketing year average price) The 2018 farm bill created the effective reference price to

falls below 86% of the benchmark revenue (that is, the allow statutory reference prices, and the corresponding

revenue guarantee). support level, to increase following high commodity price
environments like the one grain and oilseed farmers

The benchmark revenue, or revenue guarantee, is the recently experienced. The effective reference price is equal

product of the five-year Olympic moving average price to the maximum of 85% of the five-year Olympic moving

and the county average trend-adjusted yield. The five-year average price (without plug prices) and the effective

Olympic averages remove the highest and lowest values reference price and is capped at 115% of the statutory

and then average the remaining three values. To address reference price.

low commodity prices, or large yield declines at the county

level, the five-year Olympic average uses “plug” prices and For example, corn has a statutory reference price of $3.70/

yields — equal to the effective reference price and 80% bu. and a maximum effective reference price of $4.26/bu.

of a county’s transitional yield, respectively. The use of (115% x $3.70).

plug values reduces variability and smooths the revenue

guarantees available under ARC-CO. When program payments are triggered under PLC, the total
payment to the farmer is based on 85% of the farmer’s base

Program payments under ARC-CO are capped at 10% of the acres and the farmer’s farm-level PLC yield. PL.C payment

benchmark revenue, and program payments are made on rates are capped at the difference between the effective

85% of the farm’s base acres of the covered commodity. reference price and the USDA’s marketing assistance loan rate.
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