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Risk Management ïNew term 

to describe management 

practices used by farmers for 

years.

ÅProductionRisk

ÅMarket Risk

ÅFinancial Risk

ÅLegalRisk

ÅHuman ResourceRisk



Ways to Handle Risk

ÅAvoid the risk ïdonôt do it

ÅReduce the risk ïlimit exposure

ÅTransfer the risk ïinsurance

ÅIgnore the risk ïOstrich tactics



Production Risk ïfactors that 

impact quantity and quality

ÅWeather 

ÅDisease

ÅNatural events

ÅBiological

ÅMechanical

ÅTiming



Solutions for Production Risk

ÅIrrigation

ÅDiversification

ÅCrop insurance

ÅMaintenance programs

ÅPreventative programs

ÅWhen you have all your eggs in one basket, 

ñwatch that basketò!!!



Market Risk

ÅCertainty of market

ÅCertainty of getting paid for goods

ÅVariability of market prices

ÅHow much control do you have?



Solutions to Market Risk

ÅMarket Contracts

ÅPre-agreement on payment date and terms

ÅPrice risk ïlock in prices

ÅUse of options to set floor price



Financial Risk

ÅRisk to farm equity ïBalance Sheet

ÅImpact on profitability

ÅFamily financial security



Solutions to Financial Risk

ÅDetailed budget

ÅLimit exposure of net worth

ÅInsure gross income (AGR)

ÅReview financial plan with lender

ÅOthers???



Legal Risk

ÅChoice of business entity

ÅLegal agreements

ÅWhat are your responsibilities to

ïPublic & Employees

ÅEnvironmental

ïWater quality

ïPesticides



Solutions to Legal Risk

ÅInsurance, insurance, insurance

ÅChoose right business entity

ÅIdentify potential problems

ÅIdentify employee procedures

ÅFollow conservation plans

ÅBe proactive ïdonôt wait for 

lawsuits



Human Resource Risk

ÅWho will take over the farm?

ÅWhat if owner/manager is incapacitated?

ÅEmployee management

ÅRetain farm employees?

ÅTraining program



Reducing Human Resource Risk

ÅFarm succession plan

ÅDisability insurance

ÅEmployee management plan

ïTraining 

ïEvaluation and retention


