
Farm Commodity Programs: An Overview 

Background 

Farm commodity programs have taken various policy forms over the decades, but can be generically 

defined as the federal price and income support made available to producers of eligible commodities 

such as corn, soybeans, wheat, rice, grain sorghum, and other commodity crops.  The Agricultural Act of 

2014, commonly referred to as the 2014 Farm Bill, made significant changes to farm commodity 

programs.  Farm commodity programs are administered by the United States Department of Agriculture 

(USDA) with most financial transactions handled through the Commodity Credit Corporation (CCC), a 

federally owned and operated corporation within the USDA.   Pre-2014 programs are mentioned within 

this overview for contextual purposes, but the focus of the article is on the farm commodity programs 

set out in Title I of the 2014 Farm Bill (Pub. L. No. 113-79).  The overview also briefly touches on some of 

the new crop insurance provisions contained in the 2014 Farm Bill because those provisions interrelate 

with the overall farm commodity programs.   

Farm Bill 

The term “farm bill” is used to describe the federal omnibus legislation that defines much of federal 

farm policy for several years at a time.  Congress has enacted a “farm bill” typically every four to seven 

years since the Great Depression era. While the farm bill has other functions, it is the farm legislative 

vehicle that establishes farm commodity programs applicable to eligible producers for the years that 

legislation is in effect.  The most recent farm bill was enacted on February 7, 2014 and it instituted 

important changes to farm commodity programs.   

For purposes of farm commodity programs, the Agricultural Adjustment Act of 1938 and the Agricultural 

Act of 1949 are very important because those laws are effectively suspended with the enactment of 

subsequent farm bills.  Thus, without enactment of new farm bill legislation, the possibility exists that 

federal farm policy could revert to the 1938 and 1949 laws and programs.    

2014 Farm Bill  

The main features of Title I of the 2014 Farm Bill are (1) Agriculture Risk Coverage (ARC) payments, (2) 

Price Loss Coverage (PLC) payments, and (3) Marketing Assistance Loans.  It is important to note that the 

2014 Farm Bill expressly eliminated “direct payments”, which were fixed annual payments based on a 

farm bill-defined formula that were decoupled from actual production.  Direct payments had been in 

place since the 1996 Farm Bill, although they were initially referred to as Production Flexibility 

Contracts.  The elimination of direct payments is a historically and economically significant shift in 

federal farm commodity programs.  It is also important to note that program participants are required 

to make an election between ARC or PLC payments that is irrevocable for the life of the farm bill.  



Notably, the 2014 Farm Bill established a separate program for cotton, the Stacked Income Protection 

Program (STAX).   

PLC payments are very similar to the Counter-Cyclical Payments (CCPs) that existed under previous farm 

bills.  Like CCPs, a PLC payment is triggered when the “national average farm price” for a specific 

commodity falls below the “reference price” established in the 2014 Farm Bill.  In its simplest terms, PLC 

can be thought of as a price protection program.   

ARC is designed to focus more on decreases in crop revenue, as opposed to commodity-specific price 

protection offered under PLC.  Stated very generally, ARC payments are triggered when annual crop 

revenue for each eligible commodity falls below 86% of its historical or “benchmark” level.  Subject to 

specific program conditions, program participants can select either ARC protection at the individual farm 

level or at the county level.  Regardless of whether individual or county-level protection is selected, ARC 

envisions that the producer absorbs the first 14% of crop revenue declines and that the federal 

government absorbs the next 10% of crop revenue declines.  Additional revenue losses can be covered 

by the purchase of federal crop insurance and the long-standing Marketing Assistance Loans Program 

(MAL).   

MALs are short-term nonrecourse loans to producers who use covered commodities as collateral.  MAL 

payments are sometimes made through Loan Deficiency Payments (LDPs), which are described 

below.  MALs are designed to provide producers with cash at harvest and allow them to market the 

commodities throughout the year.  Because the loans are nonrecourse, producers may forfeit the 

collateral in full satisfaction of the loan.  Thus, when market prices drop below loan rates, MALs become 

an income support tool.  The covered commodities under the MAL program are the same commodities 

as the DP and CCP commodities and also wool, mohair, honey, peas, lentils, and chickpeas. 

Due to government expenses associated with the storage and disposal of forfeited commodities, 

repayment provisions are designed to discourage forfeiture.  When market prices are below loan rates, 

producers may repay the loans at local market rates determined by the USDA and retain title to the 

commodity for future marketing.  The lower repayment rate provides farmers with a marketing loan 

gain and the ability to sell the commodity without creating a large government-owned surplus. 

LDPs are a part of the MAL program and provide the same benefit to producers as marketing loan gains.  

Producers that agree not to acquire marketing loans are eligible for the LDP.  The LDP is calculated as 

the difference between the loan rate and the alternative repayment rate. 

Payment & Eligibility Limitations/Actively Engaged 

Limitations on the amount of farm commodity program payments an eligible program participant can 

receive are important, and often, controversial, considerations in farm bill debates.  The 2014 Farm Bill 

is no exception.   

Similar to previous farm bills, the 2014 Farm Bill limits the amount of commodity program payments 

that an eligible “person” can receive. The 2014 Farm Bill establishes a $125,000 per person limit on the 



total of commodity program payments (i.e., PLC, ARC, and MAL/LDP payments) for nearly all commodity 

crops.  Peanuts, however, have a separate $125,000 limit.  The $125,000 limit can be doubled for 

spouses. 

The 2014 Farm Bill requires that a person must be “actively engaged” in the affected farming operation 

in order to be eligible to receive commodity program payments.  To be considered “actively engaged”, a 

person must contribute the requisite amount of capital, equipment, or land to the operation as well as 

on, the person must also contribute the requisite amount personal labor or active personal 

management.   

Federal crop insurance 

Title XI of the 2014 Farm Bill expanded the role of federal crop insurance as a risk management tool for 

the agricultural sector.  Importantly, the farm commodity programs – especially ARC – are established in 

a broader policy context that connects the availability of federal crop insurance to the potential receipt 

of farm commodity payments in the event of a certain level of commodity price or revenue declines.  

The 2014 Farm Bill created a new crop insurance program, Supplemental Crop Option (SCO) that is 

available to program participants who elect PLC rather than ARC.  SCO assists program participants with 

the cost of the deductible on an underlying crop insurance policy.  For more information about federal 

crop insurance, please visit our Crop Insurance/Disaster Assistance Reading Room here.  

Environmental Compliance 

Commodity program payment recipients must also comply with conservation and wetland protection 

obligations.  “Sodbuster” and “Swampbuster” are the two principal environmental protection 

requirements. These programs remove some incentives for the conversion of highly erodible land and 

wetlands into crop land. If producers convert the protected land into crop land, they become ineligible 

for farm commodity program payments.  For more information, see the Conservation Programs Reading 

Room. 

 

 

 

http://nationalaglawcenter.org/research-by-topic/conservation-programs/
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Conservation Programs – An Overview 

Introduction 

Conservation programs are voluntary federal programs designed to encourage agricultural 

producers and landowners to undertake conservation practices on agricultural lands.  The USDA 

Natural Resources Conservation Service and Farm Service Agency administer the programs, but 

other agencies such as the Forest Service may assist in the implementation of some programs.  The 

role of conservation programs has increased over the decades, with most changes made through 

Farm Bill legislation.  The most recent Farm Bill, the Agricultural Act of 2014, made significant 

changes to the suite of federal conservation programs that existed under the Food, Conservation, 

and Energy of 2008, commonly referred to as the 2008 Farm Bill.   

History 

Similar to other federal agricultural programs, the origins of modern conservation programs are 

found in legislation enacted during the Great Depression era.  As one scholar has noted, “[s]ince the 

1930’s, the stated government policy has been to encourage agricultural conservation 

programs.”  Dr. Neil E. Harl, AGRICULTURAL LAW, Volume 12, § 108.02[1] (hereinafter Harl). 

In 1935, Congress enacted the Soil Conservation Act in order “[t]o provide for the protection of land 

resources against soil erosion, and for other purposes.”  Act of April 27, 1935, Ch. 85, 49 Stat. 

163.  The act authorized the Conservation Options Program, a voluntary soil conservation program 

administered by the Soil Conservation Service, predecessor to the NRCS, that provided technical 

assistance to producers in planning soil management programs. 

In 1936, the Soil Conservation Act was amended by the Soil Conservation and Domestic Allotment 

Act, which has been described as the “cornerstone” of the federal policy to encourage agricultural 

conservation programs.   See Harl at § 108.02[1]. That act authorized the Agricultural Conservation 

Program, a voluntary program that provided agricultural producers with financial assistance for 

undertaking approved soil conservation practices. 

Another major development in the conservation programs arena occurred in 1956 with the creation 

of the Great Plains Conservation Program (GPCP).  The GPCP was a long-term voluntary program 

designed to encourage producers to develop conservation practices in the Great Plains region.  The 

GPCP conservation practices addressed wind and water erosion and how to best utilize soil and 

water resources, in addition to undertaking “anti-pollution practices, measures to enhance fish, 

wildlife, and recreation resources, and practices to promote economic land use.” Harl, at § 108.04[2] 

(citation omitted). 

The number and types of federal conservation programs have greatly expanded.  Under the 2008 

Farm Bill, approximately two dozen conservation programs were available to eligible agricultural 

producers.  The 2014 Farm Bill made important changes to federal conservation programs.  These 

http://nationalaglawcenter.org/farmbills/


changes included repealing or amending several programs, consolidating others into existing 

programs, and creating new programs.  

Despite their technical differences, the programs’ common denominator is that they address natural 

resource and environmental concerns associated with various aspects of agricultural production.   

 

Types of Programs 

Conservation programs can generally be categorized as land retirement programs, working lands 

programs, or land easement programs.  Land retirement programs require certain agricultural lands 

to be taken out of agricultural production and placed into a conservation-oriented use that is 

commensurate with the program in which the land is enrolled.  Working land programs also require 

that certain conservation-oriented practices be carried out on agricultural lands.  These programs 

differ, however, in that the affected land remains under agricultural production.  The 2014 Farm Bill 

ushered in the Agricultural Conservation Easement Program, which can be categorized as a land 

easement program.  Easement programs place long-term or permanent land use restrictions on 

agricultural lands.  

 

Major Programs 

As noted, the NRCS and FSA have primary responsibility for administering the suite of federal 

conservation programs. The most prominent programs are the Conservation Reserve Program, the 

Environmental Quality Incentives Program, the Conservation Stewardship Program, and the 

Agricultural Conservation Easement Program.   

The Conservation Reserve Program (CRP) is a land retirement program designed to remove millions 

of acres of environmentally sensitive and highly erodible land from agricultural production.  The 

predominate focus of CRP is to dramatically reduce the amount of soil erosion derived from 

agricultural production.   Under CRP, producers typically enter into contracts for 10 to 15 years.  The 

Farm Service Agency administers CRP with assistance from the NRCS.   

The Environmental Quality Incentives Program (EQIP) is a working lands program that provides 

cost-share payments to producers and landowners to plan and install structural, vegetative, and land 

management practices such as filter strips and manure-management facilities.  The Conservation 

Stewardship Program (CSP) is a voluntary working lands program that provides financial incentives 

and technical assistance to agricultural producers who promote conservation and improvement of 

soil, water, air, energy, plant and animal life, and other resource concerns on private and Tribal 

agricultural lands.    

Prior to enactment of the 2014 Farm Bill, the primary easement programs were the Wetlands 

Reserve Program, the Grasslands Reserve Program, and the Farmland Protection Program.  The 

2014 Farm Bill repealed these programs but established the new Agricultural Conservation 

Easement Program (ACEP).  The easement programs involved government purchases of 



easements that prohibit certain uses of the land in exchange for financial payments.  Features of the 

repealed easement programs are embedded into ACEP through easements applicable to 

agricultural lands as well as wetlands.   

For a summary and evolution of the Conservation Titles in the 1985-2002 Farm Bills, visit our U.S. 

Farm Bills page here. 
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