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Agriculture Risk Coverage - Individual (ARC-IC) crop program option in the 2014 farm bill has, in 
general, received less attention than the other 2 options:  ACR-CO (ARC - County) and PLC (Price 
Loss Coverage).  ARC-IC is operationally more complex and thus harder to explain and understand, 
and pays on 65% instead of 85% of program base acres, as does ARC-CO and PLC.  However, this 
article argues that ARC-IC is worth considering if the FSA farm has one or more of the appropriate 
attributes, including yields 20% or more above the county, high yield variability, and/or fruits and 
vegetables will be grown over the 2014-2018 crop years. 
 
ARC-IC:  ARC-IC is a whole farm program option based on the average experience of covered 
program crops planted on the ARC-IC farm unit.  The ARC-IC farm unit is the sum of a producer’s 
share in all FSA farms he/she enrolls in ARC-IC in a state.  Payments are made when the average 
per acre actual revenue based on all program crops planted on the ARC-IC farm unit is less than 86% 
of the average per acre ARC-IC farm unit’s benchmark revenue.  Coverage is limited to losses 
between 76% and 86% of the benchmark revenue.  Payment depend on covered program crops that 
are planted.  ARC-IC benchmark revenue per acre is the sum of the 5-year Olympic average revenue 
for each program crop weighted by the acres planted to the program crop in the crop year.  The 
Olympic average revenue per acre for each crop is calculated individually (crop yield multiplied by the 
U.S. crop year price).  ARC-IC actual revenue per acre is the sum of the actual per acre revenue for 
each covered crop that was planted weighted by the acres planted to that covered crop in the crop 
year.  Actual revenue per acre for each crop is its yield multiplied by the U.S. crop year price.  Payment 
is made on 65% of the total base acres on the ARC-IC farm unit multiplied by the per acre payment.  
ARC-CO and PLC are simpler operationally because they are for an individual covered crop on an 
individual FSA farm.  In many respects, ARC-IC can be viewed as a successor to the SURE 
(Supplemental Revenue Assistance) program in the 2008 farm bill. 
 
Situations in which ARC-IC should be considered: 
ARC-CO and PLC pay on 85% of program base acres while ARC-IC pays on 65% of base acres.  
Thus, for ARC-IC to be an option worth considering, some factor or factors have to compensate for 
ARC-IC’s fewer payment acres.  Three potential compensations are discussed below. 
(1) One potential compensation is the ARC-IC yield benchmark component is (much) higher than the 

ARC-CO yield benchmark component and the PLC farm payment yield.  If 1 program crop and the 
same percent payment rate for both ARC programs are assumed, the ARC-IC yield benchmark 
component needs to be more than 30% higher than the county yield benchmark component in 
order for ARC-IC to pay more than ARC-CO.  Other situations result in a different breakeven yield.  
Using the Illinois Farm Business Farm Management (FBFM) farm and USDA Quick Stats county 
data sets to replicate ARC-CO and ARC-IC Olympic average yields for the 2008-2012 crops, ARC-
IC benchmark yield component exceeded ARC-CO benchmark yield component by at least 30% 
on 3% and 5% of FBFM farms with corn and soybeans, respectively (see Figure 1).  This simple 
analysis suggests a relatively small number of farms may find ARC-IC of interest due to higher 



 
 
 
 

farm than county yields.  For further discussion of the importance of yield in the program choice 
decision see the article, “The Forgotten Variable:  Yield and the Choice of Crop Program Option.” 

(2) Another potential compensation is highly variable production from year to year on the ARC-IC farm 
unit.  The highly variable production makes the probability of payment at some time during the 
2014 and 2018 crop years high and no premium is paid.  ARC-IC is most beneficial in this situation 
when 1 crop is grown each year and 1 FSA farm is involved.  If more than 1 crop is grown each 
year and/or more than 1 FSA farm makes up the ARC-IC farm unit, ARC-IC will average across 
crops and/or FSA farms, reducing the probability a payment is made. 

(3) A third compensation factor is planting fruits and vegetables (other than mung beans and pulse 
crops) or wild rice on a FSA farm.  The 2014 farm bill modified the limit on planting these crops on 
program base acres.  Payment acres are the historical program acres on which payments are 
received:  65% for ARC-IC and 85% for ARC-CO and PLC.  Non-payment acres are the remaining 
program acres:  35% for ARC-IC and 15% for ARC-CO and PLC.  Payments are reduced if these 
non-program crops are planted on more than the non-payment acres.  Thus, ARC-IC increases 
the opportunity to plant fruits and vegetables (other than mung beans and pulse crops) or wild rice 
without giving up crop program payments.  Note, this provision does not alter the program acres 
on an FSA farm. 

 
Summary Observations:   
● The appropriate crop program choice is about the production attributes of an individual FSA farm 

as well as the more discussed crop(s) grown on the farm.  ARC-IC is designed for the production 
attributes of the farm. 

● More operators than commonly thought may find it worthwhile to consider ARC-IC. 
● Situations in which ARC-IC is an option to consider include when an FSA farm has (1) yields 20% 

or more above the county yield, (2) high production variability, and/or (3) fruits and vegetables will 
be grown over the 2014-2018 crop years 

● When variability of production is the key compensation, ARC-IC will likely be most attractive if only 
1 FSA farm in a state is elected into ARC-IC and only 1 crop is grown per year on the ARC-IC farm 
unit.  If more than 1 FSA farm in a state is elected into ARC-IC or more than 1 crop is grown per 
year on the ARC-IC farm unit, ARC-IC pays on the average experience of all crops grown on all 
FSA farms that compose the ARC-IC farm unit.  Averaging usually reduces the probability of a 
payment when a risk occurs. 

● In summary, this article is not an argument for electing ARC-IC.  It is, however, an argument for 
not dismissing ARC-IC without thinking about the individual FSA farm. 

 
This publication is also available at http://ohioagmanager.osu.edu. 
 



 
 
 
 

 
 


