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Farmers use the Federal Crop Insurance Program (FCIP) as a tool to manage
revenue variations attributable to yield and price fluctuations. While traditional
field crops like corn, soybeans, and wheat historically have accounted for most
of the acres insured by the program, forage crops now make up an increasing
portion. The Federal program includes the Pasture, Rangeland, and Forage
insurance plan, which covers producers when a lack of precipitation occurs that
canresult in a loss of forage for grazing or for hay. Increasing participation in
this plan has contributed to the majority of growth in FCIP-insured acreage over
the last several years. However, the relatively lower value of forage means its
contribution to other measures of participation is less prominent.

Acreage in the Federal Crop Insurance Program grew from just under 300
million acres in 2016 to about 450 million acres in 2021, led by increases in
covered forage crops acreage. In 2016, field crops represented 78 percent of
total insured acres, and forage crops represented 16 percent. By the 2021 crop
year, field crop coverage declined relative to other categories, representing 52
percent of insured acres, and forage crops increased to 40 percent of insured
acres. Specialty crop coverage, which historically has represented a small share
of insured acres, also increased, rising from 16 million insured acres in 2016 (6
percent of total) to 35 million insured acres in 2021 (8 percent of total).

Forage crops increased as a percentage of insured acres under the
Federal Crop Insurance Program, 2014-21
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Mete: Field crops include dry peas, barley, grain sorghum, buckwhaeat, corn, cotton, cultivated
wild rice, hybrid comn seed, hybrid sorghum seed, cats, peanuts, rice, soybeans, wheat, and
hybrid seed rice. Specialty crops include all other crops not listed under row crops and not
grown for purposes of forage or grazing. Federal Crop Insurance Program data are based on
USDA, Risk Management Agency's Summary of Business as of January 19, 2023,

Source: USDA, Economic Research Service using data from USDA, Risk Management Agency.

Although crop insurance plans have been available for forage crops since the
early 2000s, traditional policies are designed for crops that have a defined
planting and harvesting window, making it easy to measure production across
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years. Alternatively, forage grows differently depending on location, and the
same pasture or rangeland can be grazed or cut multiple times in a crop year,
making it difficult to measure productivity for purposes of setting an insurance
guarantee. Additionally, traditional policies provide financial protection for the
entire crop year, but ranchers may have only small windows during the year in
which livestock are grazing, after which insurance is not necessary.

The Pasture, Rangeland, and Forage plan, which was introduced in the 2007 crop
year, solved some of the issues associated with applying traditional crop
insurance plans to forage production. This plan provides protection against a
loss of forage due to a single peril (lack of precipitation) and uses a rainfall index
to determine precipitation for coverage purposes. That means farmers do not
need to provide a measure of actual on-farm production or loss of production
when the area is covered by the plan. The insurance plan also allows producers
to select 2-month-long index intervals that define when the insurance policy is
active, which helps producers to insure only when precipitation is most critical to
their operation. Although several other insurance options have remained
available for forages, about 95 percent of the insured acreage for forages from
2014 to 2021 was enrolled in the Pasture, Rangeland, and Forage plan.

However, the plan’s increasing contribution is comparatively small when
participation is measured by looking at the value of the insured commodity —
called the insured liability — instead of by acreage. Unlike measures of acreage,
liabilities capture commodity price changes and the variation in crop values
among different commodity types. Not adjusting for inflation, total insured
liabilities grew from $101 billion in 2016 to $151 billion in 2021, a 50-percent
increase. Although growth in insured liabilities was similar to the growth in
insured acreage over this time period, pasture, rangeland, and forage crops —
whose value per acre is less than that of field crops or specialty crops —
contributed a smaller share to the increase in liability. Forage crops had insured
liabilities of $1.79 billion in 2016 (see chart below), which represented about 1.8
percent of insured liabilities for that year. By 2021, insured liabilities for the
Pasture, Rangeland, and Forage plan had grown to $4.3 billion but still
represented about 3 percent of total insured liabilities.
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While Federal Crop Insurance Program liabilities have increased,
insured liabilities for forage crops remain at 3 percent of total
.S, dollars (billions)
175

M Field crops M Specialty crops | Livestock/animal products

150
M Forages EFarm

=
204 2015 2016 zm7y 2018 209 2020 2021

125

10

(=]

T

o

5

=

2

[52]

=}

Note: Field crops include barley, buckwheat, burley tobacco, cameling, canola, cigar binder
tobacon, cigar filler tobacco, cigar wrapper tobacco, com, cotton, cotton extra long staple,
cultivated wild rice, dark air tobacco, fire cured tobacco, flax, flue cured tobacca, frash
market beans, grain serghum, hemp, hybeid com seed, hybeid popcom seed, hybrid seed
rice, hybrid sorghum seed, Maryland tobacco, millet, mustard, cats, peanuts, popcomn,
potatoes, rice, safflower, sesame, silage sorghum, soybeans, sugar beets, sugarcanea,
sunflowers, tobacce, triticale, watermelons, wheat, and winter squash. Forage crops include
alfalfa seed; annual forage; forage production; forage seeding: grass seed; pasture,
rangeland, and forage; and rye. Specialty crops include all commodities not listed under
field crops or forage crops. Farm includes liabilities wnder Whole Farm Revenue Praotection
insurance plans.

Source: USDA, Economic Research Senvice using data from LUSDA, Risk Management
Agency Summary of Business as of March 4, 2024,

This article is drawn from...

Federal Programs for Agricultural Risk Management (/publications/pub-details/?
pubid=108166), by Dylan Turner, Francis Tsiboe, Katherine Baldwin, Brian
Williams, Erik Dohlman, Gregory Astill, Sharon Raszap Skorbiansky,
Vidalina Abadam, D. Adeline Yeh, and Russell Knight, ERS, December
2023

You may also be interested in...

The Stocking Impact and Financial-Climate Risk of the Livestock Forage Disaster
Program (/publications/pub-details/?pubid=108371), by Aaron Hrozencik,
Gabriela Perez-Quesada, and Kyle Bocinsky, ERS, January 2024
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