
Online PublicationsOnline Publications

Publications a v a i l a b l e 
online from 

RightRisk include: Risk Management Profiles that outline various risks 
or management decisions faced by example operations and a descrip-
tion of the tools and strategies they use to address the risk. Applied 
Risk Analytics describe the application of RightRisk Analytics tools to 
evaluate risk alternatives for example operations. Risk Concepts offer 
an overview of various organizational structures comparing each across 
7 alternative criteria.

RightRisk  Online Publications are available for viewing and  
download at: RightRisk.org > Resources.

H o w  M u c h  R i s k  i s  R i g h t  f o r  Y o u  a n d  Y o u r  O p e r a t i o n ?H o w  M u c h  R i s k  i s  R i g h t  f o r  Y o u  a n d  Y o u r  O p e r a t i o n ?

RightRisk.orgRightRisk.org

RMP-201412.001 
R. Sharp-RightRisk, J. Parsons-University of Nebraska-Lincoln, 
J. Tranel-Colorado State University, and J. Hewlett-University of Wyoming

P 
aul was home from college on 
break and was talking to his par-
ents about a class he had just 

completed. He told his parents that he 
learned about a powerful management 
tool called benchmarking that is becom-
ing popular for agricultural producers to 
use.

He pointed out how benchmarks allow 
producers to measure both their financial 
and production performance compared to 
previous years and/or other producers and  
agricultural businesses.

Jack, Paul’s dad, said that he had just 
read about benchmarks in a recent 
farm magazine. The magazine article 
compared benchmarks in agriculture 
to going to a doctor’s office for a check-
up. When you go to the doctor, they  

gather information; such as your blood  
pressure, your pulse, your temperature,  
and other information they deem necessary 
for determining your medical health. Each  
measurement has some general guide-
line of what the measure should be.

For example, the temperature for a healthy 
adult should be between 97.8 and 99.1 
degrees F. Anything outside this range 
might indicate a potential health problem. 
Being outside the range does not specify 
what the problem is, but it gives the doctor  
and patient an indicator that some action 
may be necessary.

Jack said the magazine article identified  
several financial benchmarks or industry 
guidelines that have been established 
for agricultural businesses to use to help 
them identify strengths and weaknesses 
in their business.

Benchmarking in Agriculture
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Leasing or renting pasture or forage is commonplace for many livestock producers across 

the West and is often an integral part of an operation. While there are many types of  

arrangements used, establishing a fair and equitable agreement for both parties  

involved can be a challenge at times. 

External information sources can provide pricing in-

formation on various types of arrangements. How-

ever, these estimates often do not accurately reflect 

the true value of the forage for individuals on either 

side of a potential lease. Each side of the agree-

ment brings certain resources and makes contribu-

tions; these likely will not be correctly accounted for 

when using the average price or the “going rate” for 

leases in the area. 

 
Forage Risk Analyzer tool

The Forage Risk Analyzer (FRA) tool, from RightRisk.org, is a spreadsheet-based tool designed to 

help a single or multiple parties (up to six) understand the full value 

of everything involved in a potential lease and formulate a more fair 

and equitable agreement.

 
The tool divides contributions into six resource categories includ-

ing: land, livestock, housing, stored feed, labor, and machinery. The 

user can allocate estimated costs and returns for up to six lease  

participants, after entering the basic information into the tool; the tool  
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RightRisk Analytics 

Tools and guides 

are available at no 

cost at the website 

http://RightRisk.org

Risk Concepts

 S o l e  P r o p r i e t o r s h i p

H

istorically, farms and ranches were operated as sole proprietorships. The land, machinery, livestock, and other as-

sets were owned and used by an individual or couple. Likewise, the individual (or husband and wife) farmer/rancher 

was personally responsible for all debts and financial obligations owed by the business. The farmer or rancher was 

the business, and the business was the farmer or rancher.
 
There are a number of organizational structures that may better meet the needs of today’s farm/ranch business. A few of the 

more common business entities used by farmers and ranchers include sole proprietorship, general partnership, limited part-

nership, limited liability company (LLC), and corporation. Each U.S. state recognizes most legal entities, while the U.S. Internal 

Revenue Code recognizes all business forms except LLCs. Each organizational structure has its strengths and weaknesses. 

Before a decision is made as to the legal entity under which to operate, a person – or person and his or her family and other 

partners – need to determine the goals of and needs for the business and its assets. The sole proprietorship is the simplest business form under which one can operate a business. The sole proprietorship is not a 

legal entity. It simply refers to a person who owns the business and is personally responsible for its debts. A sole proprietorship 

can operate under the name of its owner or it can do business under a fictitious name. The fictitious name is simply a trade 

name--it does not create a legal entity separate from the sole proprietor owner.Formation
One of the great features of a sole proprietorship is the simplicity of formation. Little more than buying and selling goods or 

services is needed. In fact, no formal filing or event is required to form a sole proprietorship. A sole proprietorship, generally, has RRRC-20191104.007 J.Tranel-Colorado State University, J. Parsons-University of Nebraska-Lincoln, and J. Hewlett-University of Wyoming. © All Rights Reserved.  RightRisk.org. November 2019.
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