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INNOVATION PARK FARM BILL MEETING UPDATE 

 

   The statewide Farm Bill Computer Training that I have been coordinating is Wednesday, 

January 14
th

 to be held at Innovation Park in Lincoln.  I need meal counts by Wednesday, January 

7
th

, so please register now at http://ow.ly/GAXii.  Speakers include Brad Lubben, UNL, James 

Richardson, Texas A&M, and Peter Zimmel, University of Missouri-Columbia. As a part of a 

panel discussion, Cathy Anderson from the Nebraska Farm Service Agency will be in attendance.  

Farmers, landlords, farm managers, bankers and insurance agents are encouraged to attend and are 

asked to bring a laptop or tablet to the training as there will be hands-on opportunity during the 

meeting.  

   This past week I responded to an extension educator who received an inquiry from a farmer that 

was frustrated using the Texas A&M computer decision aid because it kept putting PLC plus SCO 

ahead of ARC-CO for estimated farm bill payments over a five year horizon.  He knew if he put 

in predicted prices above the reference price of $3.70 that PLC payments would be zero and was 

asking what was wrong with the computer program. 

   When a user places $3.70 or higher in the Texas A&M decision aid program, remember the 

program does not start from there and uses 500 prices above it.  It other words, it is the mean of a 

future distribution of statistical outcomes.  If a user puts in $4.30 for corn as a mean, there is 

approximately 150 times at or below the reference price of $3.70, the rest of the outcomes or 350 

above it.  The mean number you use can make the outcome bearish or bullish, etc.   

   Think of it this way.  The current December USDA-WASDE (World Ag Supply and Demand 

Estimate) marketing year, farmer received price forecast is $3.20 and $3.80 per 

bushel.  Ultimately, national price might end up out of the range, but more likely inside that 

range. That’s what the model does, it establishes the beginning point of the more likely outcomes 

and the less likely outcomes for each year through 2018.  One can explore the statistical outcomes 

further by looking at the 5% chance numbers and 25% chance numbers when clicking on the tab 

called “Per Crop Analysis” and revealing the details.   

   The 2014 farm bill decisions are tied to base acre elections and crop insurance elections which 

complicates things.  I have had a few farmers and landlords indicate they do not take federal crop 

insurance, they are self-insured. These users cannot not look at the PLC plus SCO but rather the 

ARC-CO vs the PLC alone decision.  

   When using the computer program the user needs to prevent the “garbage in - garbage out 

problem.”  SCO estimates are only reliable in the computer model when the user puts in the 

correct crop insurance rate yield, APH (actual production history) yield and underlying insurance 

policy option for each crop. At minimum, the computer program needs farm yields 2008 to 2012 

in order for SCO numbers to be reliable estimates.  For the full features of the new insurance tool 

in the A&M decision aid, users need to provide 10 years of yield data.     

   There are two sponsored computer tools as listed by USDA being Illinois and Texas A&M.  I 

compared an all corn-soybean 50% base of each on both.  Yield updates in the analysis were from 

36 to 42 bu soybeans and 108 to 138 bu corn.  Using the FAPRI price means, the Illinois model 

predicts SCO to be less and on my one comparison, it picked ARC-CO over PLC plus SCO, 

whereas the Texas model was the reverse or PLC plus SCO was better on the average of 500 



 

outcomes.  Dr. Richardson estimates the Illinois model is a steeper curve (tails of the price 

outcome distribution narrower).    

   If the outcomes are close, I like asking the user about risk.  PLC provides more down side price 

risk protection and maximum payments, although not likely, are higher.   If price risk is not the 

issue, some may choose ARC-CO because of the increased likelihood of payments early on.  

   I have had a landlord that custom farms, that does not have a 5-year horizon in mind, thinking 

he may choose ARC-CO because of the higher probability early on of a payment and the average 

of 500 outcomes was very close.  With the Texas A&M decision aid, producers are encouraged to 

rerun the analysis after the February NASS reports are official for the county yields and the 

national price or MYA is updated for the 2014 crop and more projections are known for the 2015 

crop year.    

 

 

 

Randy Pryor, Extension Educator 

University of Nebraska-Lincoln Extension in Saline County · 306 West 3
rd

 Street, Wilber, NE  

68465 

Phone (402) 821-2151 · Fax (402) 821-3398 · e-mail: randy.pryor@unl.edu 

 

 

mailto:randy.pryor@unl.edu

