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Is risk always bad?

 Ye
s

 No
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0% 0%0%

1. Yes
2. No
3. Unsure



What is RISK?
RISK: The probability of an event 

occurring that can impact your:
Current profit level
Financial situation 
(equity position)

Satisfaction and well-being



Production- yield/quality variability

Marketing- changes in price/external conditions

Financial- variability in debt/equity capital and ability 
to meet cash demands

Sources of Risk

Legal- responsibilities 
for contracts, statutory 
compliance, tort liability, 
and business structure

Human- managing 
people and estate transfers



Example: Hay Storage

Actions
Buy
Hay

Do
Nothing

Sell
Hay



Severe

Possible 
Winter

Example: Hay Storage



Possible 
Winter

Example: Hay Storage

Normal



Possible 
Winter

Example: Hay Storage

Mild



Winter

Actions
Buy
Hay None

Sell
Hay

Severe $36,159 $34,365 $31,524

Normal $50,997 $51,497 $51,997

Mild $52,997 $53,997 $54,997

Which would 
you choose?

Example: Hay Storage



Winter Prob.

Actions
Buy
Hay None

Sell
Hay

Severe 1/6 $36,159 $34,365 $31,524

Normal 4/6 $50,997 $51,497 $51,997

Mild 1/6 $52,997 $53,997 $54,997

Example: Hay Storage



Winter Prob.

Actions
Buy
Hay None

Sell
Hay

Severe 1/6 $36,159 $34,365 $31,524

Normal 4/6 $50,997 $51,497 $51,997

Mild 1/6 $52,997 $53,997 $54,997

Exp. Value $48,857 $49,058 $49,085

Example: Hay Storage

Maximize 
Expected Value



Winter
Prob.

Actions
Buy
Hay None

Sell
Hay

Severe 1/6 $36,159 $34,365 $31,524

Normal 4/6 $50,997 $51,497 $51,997

Mild 1/6 $52,997 $53,997 $54,997

Min. Value $36,159 $34,365 $31,524

Example: Hay Storage

Maximize 
Minimum Value
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Buy Hay

Sell Hay
None

Years with a Loss

Example: Hay Storage

More years
with loss

Higher
expected 
value



Choose from the one or more items 
which are not sources of risk
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1. Human resource
2. Financial resource
3. Markets
4. Ice cream
5. Pillow
6. 4 and 5
7. 1, 2 and 4



What is good risk management?
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1. Finding the risk/return 
balance that best fits you

2. Attempting to reduce risk 
to zero

3. Taking only one or two 
risks each year

4. Seeking risk because you 
can never have too much

5. Searching for the end of
the rainbow



Ag Survivor
Provides an opportunity to practice 

risk management without the real 
world consequences



Practice Risk 
Management 

Without Taking 
Risks

Realistic Farm 
Setting and Ag 

Economy

Customized to 
Your Location

Variety of 
Risks and Risk 
Management 

Scenarios

Actual 
Weather, Price 

and Other 
Probabilities
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Sources
Weather, pests, disease, 
technology, genetics, inputs 
(availability, quality, price), 
equipment, labor …

Production Risk

Controls

Diversification, insurance 
(crop, revenue), buildings, 
storage, vaccines, labor, 
production contracts (e.g. 
ensure input supply and 
quality), new technologies 
(e.g. automate watering) …



Marketing Risk Sources
Product  quality (genetics, 
disease, handling, 
input/feed…)

Product price (quality, 
timing, global market, 
weather, government policy 
…)

Controls

Futures and options, 
forward contracting, 
retained ownership, quality 
controls, storage (timing), 
cooperatives, niche/value-
added marketing…
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Year 1

Period 1 PRF-VI Insurance
AGR-Lite Insurance

Period 3 LRP Feeder Cattle
Buy (+) or sell (-) hay

Decision

Period 2 Fertilize Meadows
Livestock Risk Protection (LRP)

25

Period 4 Early Weaning
Buy (+) or sell (-) hay
PRF-VI Insurance



What are the risks you will manage 
for the High Plains Ranch?
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1. Human risk
2. Legal risk
3. Market risk
4. Financial risk
5. Production risk
6. 1 and 5
7. 3 and 5
8. 2, 4 and 5



Please select a Team.

 Br
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 Go
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0%0%

1. Brown
2. Gold



Year 1 - Period 1
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Year 1 - Period 1



PRF-VI Insurance: coverage level
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Year 1 - Period 1

1. None
2. 70 percent
3. 75 percent
4. 80 percent
5. 85 percent
6. 90 percent

To Decision 2



PRF‐VI Insurance: coverage level

17%

17%

17%

17%

17%

17%

17%

17%

17%

17%

17%

17%

90 percent

85 percent

80 percent

75 percent

70 percent

None

Brown Gold



PRF-VI Insurance: intervals
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Year 1 - Period 1

1. Apr-Jun: 0%
2. Apr-Jun: 10%
3. Apr-Jun: 25%
4. Apr-Jun: 33%
5. Apr-Jun: 50%
6. Apr-Jun: 66%
7. Apr-Jun: 75%
8. Apr-Jun: 90%
9. Apr-Jun: 100%



PRF‐VI Insurance: intervals
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Apr‐Jun: 100%

Apr‐Jun: 90%

Apr‐Jun: 75%

Apr‐Jun: 66%

Apr‐Jun: 50%

Apr‐Jun: 33%

Apr‐Jun: 25%

Apr‐Jun: 10%

Apr‐Jun: 0%

Brown Gold
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Year 1 - Period 1

PRF-VI Insurance: intervals
1. May-Jul: 0%
2. May-Jul: 10%
3. May-Jul: 25%
4. May-Jul: 33%
5. May-Jul: 50%
6. May-Jul: 66%
7. May-Jul: 75%
8. May-Jul: 90%
9. May-Jul: 100%



PRF‐VI Insurance: intervals
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May‐Jul: 100%

May‐Jul: 90%

May‐Jul: 75%

May‐Jul: 66%

May‐Jul: 50%

May‐Jul: 33%

May‐Jul: 25%

May‐Jul: 10%

May‐Jul: 0%

Brown Gold



PRF-VI Insurance: intervals
 J

un
-A

ug
: 0

%
 Ju

n-
Au

g:
 10

%
 Ju

n-
Au

g:
 25

%
 Ju

n-
Aug

: 3
3%

 Ju
n-

Au
g:

 50
%

 Ju
n-

Au
g:

 66
%

 Ju
n-

Au
g:

 75
%

 Ju
n-

Au
g:

 90
%

 J
un

-A
ug

: 1
00

%

0% 0% 0% 0% 0%0%0%0%0%

Year 1 - Period 1

1. Jun-Aug: 0%
2. Jun-Aug: 10%
3. Jun-Aug: 25%
4. Jun-Aug: 33%
5. Jun-Aug: 50%
6. Jun-Aug: 66%
7. Jun-Aug: 75%
8. Jun-Aug: 90%
9. Jun-Aug: 100%



PRF‐VI Insurance: intervals

11%

11%

11%

11%

11%

11%

11%

11%

11%

11%

11%

11%

11%

11%

11%

11%

11%

11%

Jun‐Aug: 100%

Jun‐Aug: 90%

Jun‐Aug: 75%

Jun‐Aug: 66%

Jun‐Aug: 50%

Jun‐Aug: 33%

Jun‐Aug: 25%

Jun‐Aug: 10%

Jun‐Aug: 0%

Brown Gold



PRF-VI Insurance: intervals
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Year 1 - Period 1

1. Jul-Sep: 0%
2. Jul-Sep: 10%
3. Jul-Sep: 25%
4. Jul-Sep: 33%
5. Jul-Sep: 50%
6. Jul-Sep: 66%
7. Jul-Sep: 75%
8. Jul-Sep: 90%
9. Jul-Sep: 100%



PRF‐VI Insurance: intervals
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Jul‐Sep: 100%

Jul‐Sep: 90%

Jul‐Sep: 75%

Jul‐Sep: 66%

Jul‐Sep: 50%

Jul‐Sep: 33%

Jul‐Sep: 25%

Jul‐Sep: 10%

Jul‐Sep: 0%

Brown Gold



PRF-VI Insurance: intervals
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Year 1 - Period 1

1. Aug-Oct: 0%
2. Aug-Oct: 10%
3. Aug-Oct: 25%
4. Aug-Oct: 33%
5. Aug-Oct: 50%
6. Aug-Oct: 66%
7. Aug-Oct: 75%
8. Aug-Oct: 90%
9. Aug-Oct: 100%



PRF‐VI Insurance: intervals
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Jul‐Sep: 50%

Jul‐Sep: 33%

Jul‐Sep: 25%

Jul‐Sep: 10%

Jul‐Sep: 0%

Brown Gold
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Year 1 - Period 1



AGR-Lite Insurance?
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Year 1 - Period 1

1. None
2. 65% Coverage +

75% Payment Rate
3. 65% Coverage +

90% Payment Rate
4. 75% Coverage +

75 % Payment Rate
5. 75% Coverage +

90% Payment Rate



AGR‐Lite Insurance?

20%
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20%
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20%

20%

75% Coverag...

75% Coverag...

65% Coverag...

65% Coverag...

None

Brown Gold





Year 1 – Period 2



Year 1 – Period 2



Fertilize Meadows?
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Year 1 – Period 2

1. Fertilize hay meadows

2. Do not fertilize
hay meadows



Fertilize Meadows?

50%

50%

50%

50%

Do not fert...

Fertilize h...

Brown Gold







Year 1 – Period 2



LRP Insurance on calves – coverage level
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Year 1 – Period 2

To Period 3

1. None
2. 97.74 percent
3. 95.96 percent
4. 94.18 percent
5. 92.41 percent
6. 90.63 percent
7. 88.85 percent



LRP Insurance on calves – coverage level
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Brown Gold



LRP Insurance on calves – number of head
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Year 1 – Period 2

- Do Nothing
1. 0 head

2. 30 head
3. 60 head
4. 100 head
5. 150 head
6. 200 head
7. 300 head
8. All Calves



LRP Insurance on calves – number of head
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Brown Gold





Year 1 – Period 3



Year 1 – Period 3



LRP Insurance on calves – coverage level
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Year 1 – Period 3

To Decision 2

1. None
2. 97.74 percent
3. 95.96 percent
4. 94.18 percent
5. 92.41 percent
6. 90.63 percent
7. 88.85 percent



LRP Insurance on calves – coverage level
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LRP Insurance on calves – number of head
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Year 1 – Period 3

- Do Nothing
1. 0 head

2. 30 head
3. 60 head
4. 100 head
5. 150 head
6. 200 head
7. 300 head
8. All Calves



LRP Insurance on calves – number of head
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Year 1 – Period 3



Buy or Sell Hay?
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Year 1 – Period 3

1. Buy 10 tons
2. Buy 30 tons
3. Buy 50 tons
4. Buy 100 tons
5. Do Nothing
6. Sell 10 tons
7. Sell 30 tons
8. Sell 50 tons
9. Sell 100 tons



Buy or Sell Hay?
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Do Nothing
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Buy 50 tons

Buy 30 tons

Buy 10 tons

Brown Gold





Year 1 – Period 4



Year 1 – Period 4



1. 0 head
2. 30 head
3. 60 head
4. 100 head
5. 150 head
6. 200 head
7. 300 head
8. All Calves

Early wean calves – number of head
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Year 1 – Period 4



Early wean calves – number of head
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Year 1 – Period 4



Buy or Sell Hay?
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1. Buy 10 tons
2. Buy 30 tons
3. Buy 50 tons
4. Buy 100 tons
5. Do Nothing
6. Sell 10 tons
7. Sell 30 tons
8. Sell 50 tons
9. Sell 100 tons

Year 1 – Period 4



Buy or Sell Hay?

11%

11%

11%

11%

11%

11%

11%

11%

11%

11%

11%

11%

11%

11%

11%

11%

11%

11%

Sell 100 tons

Sell 50 tons

Sell 30 tons

Sell 10 tons

Do Nothing

Buy 100 tons

Buy 50 tons
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Brown Gold





Year 1 – Period 4





What strategy did 
you try to follow?

 D
o 

no
th

in
g 

 U
se

 in
su

ra
nc

e
 A

 lit
tle

 o
f e

v..
.

 T
ra

di
tio

na
l

 G
am

bl
e 

  -
 R

is.
..

 S
ell

in
g 

ha
y

 O
th

er

0% 0% 0% 0%0%0%0%

1. Do nothing 
2. Use insurance
3. A little of everything
4. Traditional
5. Gamble 

- Risk seeking
6. Selling hay
7. Other



How would you 
select the best strategy?
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1. Largest 2-year cash 
balance

2. Need more data
3. Can’t tell at this point
4. Evaluate each over

the long run
5. What I did!



Is Risk Always Bad?
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84

1. Yes
2. No
3. Unsure



Ag Survivor: The Chance to 
Practice Different Strategies

• Ag Survivor is designed to be a hands-on tool for 
producers to use and explore potential results of 
risk management strategies.

• It can help you learn about your own risk 
management style.

• We hope the knowledge gained from using Ag 
Survivor can help you think about potential risk 
management strategies for your operation.

• It isn’t a decision-aid that tells you how much a 
particular strategy will return you on your specific 
operation.





Are you ever 
finished managing risk?
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1. Yes
2. No
3. Unsure




