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Cornhusker Economics

Use of Livestock Risk Protection Insurance
for Cattle Continues to Grow

The USDA Risk Management Agency first made Livestock Risk Protection (LRP) insurance available for cattle produc-
ers in 2003. It remained relatively unchanged until 2018 when several enhancements and improvements began to take
place. Those changes resulted in lower costs, increased access, and ease of use for producers using LRP. For example,
over about a two-year period from mid-2018 to mid-2020, premium subsidies increased from a flat 13 percent to the
current range of 35 to 55 percent. New and beginning producers receive an additional 10 percent subsidy on top of
those rates. In 2020, the due date for premiums also moved from the beginning of the insurance period to the end of
the insurance period, making it easier for producers to initiate the insurance coverage. These changes have resulted in a
dramatic increase in the use of LRP across the country and, particularly, in Nebraska.

Table 1 contains producer participation data in Nebraska for the LRP-Feeder Cattle Insurance Coverage program from
2011 to 2022. LRP-Feeder Cattle insurance is available in five different forms for beef cattle: Steers Weight 1 (< 600
pounds); Heifers Weight 1 (< 600 pounds); Steers Weight 2 (600-900 pounds); Heifers Weight 2 (600-900 pounds);
and, Unborn Steers & Heifers (< 600 pounds). It is also available for Brahman and dairy cattle. Table 1 shows the dra-
matic increase in sales and volume of cattle covered by LRP-Feeder Cattle insurance in Nebraska since the changes

Table 1: LRP-Feeder Cattle Summary of Business for Nebraska

LRP-Feeder Cattle Insurance Coverage - Nebraska Summary 2011-22. Crop year runs from July 1 of previous year to
June 30 of year listed based on when the specific coverage endorsement was purchased.
Policies
Earning Policies Head Total Producer Producer
Crop Year Premium Indemnified Covered Premiums Subsidy Indemnity  Loss Ratio  Premium  Loss Ratio
2011 313 88 34,443 $986,235 $128,216  $149,965 0.15 $858,019 0.17
2012 230 136 27,202 $§773,296 $100,527  $980,198 1.27 $672,769 1.46
2013 85 34 10,386 $282,484 $36,718 $247,183 0.88 $245,766 1.01
2014 197 2 25,398 $701,899 591,247 $252 0.00 $610,652 0.00
2015 141 69 15,456 $616,680 $80,165 $872,264 1.41 $536,515 1.63
2016 75 67 9,885 $460,552 $60,411 $625,482 1.36 $400,141 1.56
2017 191 50 21,735 $995,861 $128,310 $195,421 0.20 $867,551 0.23
2018 117 45 15,802 $640,475 $82,998 $406,191 0.63 $557,477 0.73
2019 69 47 9,095 $309,240 $40,691 $584,929 1.89 $268,549 2.18
2020 46 18 7,325 $324,531 $70,559 $224,896 0.69 $253,972 0.89
2021 290 210 62,530 $3,125,436 $1,104,538 $1,142,733 0.37 $2,020,898 0.57
2022% 600 243 200,740 $11,239,535 $3,946,085 $6,976,564 0.62  $7,293,450 0.96
Average* 159 44% 21,751 21% 0.59 0.74

* 2022 is still in progress, totals and averages include 2011-21.
Source: http://www.rma.usda.gov/apps/SummaryOfBusiness/ReportGenerator/, Jul. 6, 2022.
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were finalized in early 2021. Over 200,000 head of cattle were covered by LRP-Feeder Cattle insurance in Nebraska for
the 2022 crop year (purchased from July 1, 2021, through June 30, 2022). This is over three times as many feeder cattle
insured than the previous year and 5.8 times the number of cattle insured in 2011, which was the previous record for
most feeder cattle insured with LRP insurance in any one year prior to the changes starting in 2018. Many of the cover-
age ending dates for 2022 policies are yet to be reached so indemnity figures are incomplete but already indemnities
nearly match producer premiums paid into the program.

Historically, LRP-Fed Cattle insurance has not been as widely used as LRP-Feeder Cattle insurance. LRP-Fed Cattle in-
surance is for steers and heifers weighing more than 900 pounds. Whereas LRP-Feeder Cattle insurance is connected in
price to the Chicago Mercantile Exchange (CME) Feeder Cattle futures contract, LRP-Fed Cattle insurance is connected
to the CME Live Cattle futures contract. Prior to the 2021 crop production year, fewer than 2,000 head of slaughter cattle
had been insured annually in Nebraska with LRP-Fed Cattle insurance. In the 2021 crop production year, the number of
slaughter cattle in Nebraska insured with LRP-Fed Cattle insurance jumped to almost 50,000 head. The number insured
tripled in the 2022 crop production year with 148,297 head insured across 207 policies.

Table 2: LRP-Fed Cattle Summary of Business for Nebraska

LRP-Fed Cattle Insurance Coverage - Nebraska Summary 2011-22. Crop year runs from July 1 of previous year to June
30 of year listed based on when the specific coverage endorsement was purchased.
Policies
Earning Policies Head Total Producer  Producer
Crop Year Premium Indemnified Covered Premiums Subsidy Indemnity Loss Ratio  Premium  Loss Ratio
2011 9 4 632 $35,521 $4,618 $5,676 0.16 $30,903 0.18
2012 6 3 389 $17,085 $2,222 $5,821 0.34 514,863 0.39
2013 5 3 1,709 $74,550 $9,692 547,696 0.64 564,858 0.74
2014 10 0 1,789 $71,667 $9,315 SO 0.00 $62,352 0.00
2015 7 1 1,156 $69,771 $9,068 $50,382 0.72 $60,703 0.83
2016 11 7 636 $41,947 $5,452 $58,225 1.39 $36,495 1.60
2017 18 2 1,864 $107,466 $14,909 $7,307 0.07 $92,557 0.08
2018 7 3 607 $35,916 54,669 $9,811 0.27 $31,247 0.31
2019 3 3 226 $11,495 $1,495 $5,202 0.45 $10,000 0.52
2020 3 2 587 $33,044 $6,934 $36,421 1.10 $26,110 1.39
2021 81 16 48,646 $3,233,517 $1,136,945 $167,880 0.05 $2,096,572  0.08
2022*% 207 42 148,297 S$11,249,912 53,963,546 $238,729 0.02 $7,286,366 0.03
Average*® 15 28% 5,295 32% 0.11 0.16

* 2022 is still in progress, totals and averages include 2011-21.
Source: http://www.rma.usda.gov/apps/SummaryOfBusiness/ReportGenerator/, Jul. 11, 2022.

National LRP sales numbers for cattle follow a similar pattern to Nebraska sales numbers with one exception. The num-
ber of fed cattle in Nebraska covered by LRP-Fed Cattle insurance has historically been about 6-8% of the national total.
For both 2021 and 2022, the number of cattle covered by LRP-Fed Cattle insurance in Nebraska represented about 25%
of the national total. The number of cattle in the United States insured with LRP-Fed Cattle jumped from 8,098 head in
2020 to 180,660 in 2021 and 594,622 in 2022. While these increases seem dramatic, they are not as dramatic as the
changes in Nebraska. Nebraska cattle covered under LRP-Fed Cattle insurance only made up 7% of the national total in
2020 compared to 27% in 2021 and 25% in 2022. The number of feeder cattle in Nebraska covered by LRP-Feeder Cattle
insurance has historically been about 9-10% of the national total.

Like most insurance, cattle producers should not purchase LRP hoping to collect on it. All else being equal, strong mar-
ket prices are preferred. For example, in 2014, the average Nebraska auction price for 500-600 pound feeder steers dur-
ing the last three months of the calendar year climbed to over $300 per cwt. Under those circumstances, LRP insurance
is providing price protection that is not needed. This is reflected in almost no indemnity payments to producers with
LRP insurance for cattle purchased for the 2014 production year. However, the following two years saw prices drop
from these historical highs and LRP insurance provided a nice price floor for those who purchased it to soften the im-
pact of the declining markets.



When used as a regular part of a market risk management plan, LRP insurance can help protect profits in years where
markets turn for the worse. The recent changes to the program have made LRP insurance more appealing to cattle pro-
ducers and sales of LRP have subsequently increased dramatically. Strong price increases may make LRP unnecessary,
but it is difficult to predict when the price increases will end. LRP insurance is a safety net, reducing downside price risk
by providing a floor on national price expectations while also allowing producers to take advantage of higher national
prices if they occur.
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