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Payments rates under ARC-CO depend on national average crop prices, county average crop yields, 
and five-year Olympic moving average smoothing of these variables. Five-year smoothing of prices 
and yields excludes the highest and lowest values, leaving an average of the remaining three price and 
yield variables.  This helps remove the effect that abnormally high and low values can have on the 
sample average.  This is different than using a long-run average (e.g. ten years) but can be subject to 
two or more events that positively or negatively impact crop revenue in the five-year period.

Increase the number of years used for Olympic Average (OA) “smoothing” of prices and yields.

The 2014 Farm Bill requires the use of a five-year Olympic average yield and revenue factors.  A 
smoothing based on only five years of yield and price data can result in above- or below-average 
estimates of benchmark revenue. When a county experiences two or more events that positively or 
negatively impact crop revenue over a five-year period (relative to the long run average), then the 
OA revenue calculation may be biased relative to a longer sample period or trend line estimates. For 
the 2014 ARC-CO benchmark, there were a number of counties where two or three plug yields were 
used in the benchmark revenue calculation.  This indicates that the five year Olympic average may 
need to be lengthened to a seven to ten year OA with plug yields. This may provide a more accurate 
and uniform pattern for benchmark revenues and reduce the county-to-county variations.  

However, lengthening the time period for the yield calculation would reduce the responsiveness 
of the yield component of the benchmark revenue calculation. For areas experiencing a strong or 
consistent uptrend in yields would result in the benchmark revenue calculation lagging behind 
current yield and revenue expectations.

It is possible for the OA crop yield to be below the ten-year long run average crop yield if multiple 
negative yield shocks are experienced during the five-year OA period used for ARC-CO assistance 
calculations. Under such a scenario commodity support may oversample the negative yield or price 
shocks relative to their true probability and, as a result, may not accurately reflect the risk environment 
in a particular county or for a particular crop. By oversampling of rare events (positive or negative) 
commodity program payments may over- or under-compensate revenue shortfalls relative to the 
long run risk environment. 
For example, the county average corn yield in Calhoun County, Iowa was 132 and 130 bushels per 
acre in 2012 and 2013, respectively. These values were approximately 40 bushels per acre below the 
ten-year average crop yield for the county. However, only one of the multi-year yield declines was 
dropped from the OA five-year calculation resulting in a yield guarantee of 158 bushels per acre crop 
yield for the county. This OA yield was 12 bushels below the ten-year average and 21 bushels per acre 
below the OA calculated using 2008 to 2012 county yields from NASS. 

BACKGROUND

OPTION

Using Longer Olympic Averages for 
the ARC-CO Benchmark Revenue

FA
R

M
 B

U
RE

A
U

® 2
01

8 
Fa

rm
 B

ill
• 

C
om

m
od

iti
es

 •
 C

on
se

rv
at

io
n 

• 
C

re
di

t •
 C

ro
p 

In
su

ra
nc

e 
• 

En
er

gy
 •

 F
or

es
tr

y 
• 

N
ut

ri
tio

n 
• 

Re
se

ar
ch

, E
xt

en
si

on
, a

nd
 R

el
at

ed
 M

at
te

rs
 •

 R
ur

al
 D

ev
el

op
m

en
t •

 S
pe

ci
al

ty
 C

ro
ps

 &
 H

or
tic

ul
tu

re
 •

 T
ra

de
 •

FARM BUREAU®
2018 Farm Bill

• Commodities • Conservation • Credit • Crop Insurance • Energy • 
• Forestry • Nutrition • Research, Extension, & Related Matters • 

• Rural Development •  Specialty Crops & Horticulture • Trade •

September 1, 2016



2
• Commodities • Conservation • Credit • Crop Insurance • Energy • Forestry • Nutrition • Research, Extension, and Related Matters • Rural Development • Specialty Crops & Horticulture • Trade •

FARM BUREAU® 2018 Farm Bill

In the same way, a five-year OA price may result in positively biased estimates of crop revenue such that program 
payments are made even when revenue is in line with the long run average or trend projections. For example, in 2014, 
the ARC-CO OA price included prices from the period of record high grain prices observed during 2010 to 2012. As 
a result, the benchmark revenue uses crop prices of $5.29 for corn, $12.27 for soybeans, and $6.60 for wheat. These 
prices correspond to 192 percent, 177 percent, and 159 percent (respectively) of the ten-year average commodity prices 
observed prior to 2010. Over time OA smoothing is designed to adjust the crop revenue to reflect updated production 
and marketing conditions. However, in the case of ARC-CO OA yields, and not considering price effects, the revenue 
guarantee in counties with multi-year losses experienced during 2012 or 2013 will not improve until 2017 - one year 
before the Farm Bill is set to expire. 


