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Risk 
Management Profiles outline working  
agricultural situations where the managers have 
encountered challenges managing risk. Over 20 

profiles describe agricultural settings offering an array of different risks, 
crop and livestock enterprises, and the challenges faced. Scenarios  
describe how the peopled involved worked through the situation, as well as 
the tools they considered to address the problems at hand.

The 4-page Risk Management Profiles are available for viewing and  
download at: RightRisk.org > Resources > Risk Management Profiles.
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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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Platte County producers John and Marcia 

Smith own Gates Creek Land and Livestock, 

a 100-head commercial cow herd operation 

with 250 irrigated acres. The Smiths primarily 

use the irrigated acreage to provide feed for 

their cow-calf enterprise with 150 acres of 

alfalfa and 100 acres in corn for both grain 

and silage. Recent high hay prices have the 

Smiths considering cutting the corn acreage 

to 50 acres for silage and seeding the other 

50 acres to alfalfa. 

Due to rising input prices, the Smiths 

are concerned their bottom line is not well-

protected against the unexpected. Prices for 

feed are high, and while John and Marcia like 

that their alfalfa is worth more than double 

last year’s value, they know that if drought 

or extreme weather reduces production, they 

will be buying expensive hay for their cattle. 

Because of this, the Smiths are looking at the 

following risk management options for the 

upcoming production season: 

1. No insurance.  

2. Purchase multi-peril insurance for their 

forage production.  

3. Take advantage of a non-insured Disaster 

Assistance Program (NAP) from the Farm 

Service Agency.  

4. Acquire Yield Protection (YP) insurance 

for their silage corn. 

5. Invest in Vegetative Index-Pasture 

Rangeland and Forage (VI-PRF) insurance, 

which uses satellite imagery to determine 

vegetative production over a given area 

and production period.   

In determining their best risk 

management option, the Smiths looked at 

several factors, including overall per-acre 

Gates Creek Land and Livestock compares risk 

management options for hay and forages
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I n ve s t  i n  Ra i n fa l l  I n d ex - Pa s t u re 

Rangeland and Forage (RI-PRF) insurance,  

which uses rainfall and other data to  

determine deviation from the rainfall index 

over a given area and production period.
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Early fall 2010 on the Z-F Ranch found owners Bob and Betsy Zomer assessing risk management strategies for their cow-calf and yearling operation. The Zomers are situated on 12,000 acres of pasture and 200 acres of native hay in Fremont County. Both husband and wife were concerned about the coming production year. This year’s late summer and early fall had been dry, and they were worried it would carry over into next year.The Zomers looked at several options for addressing their production risks. They could:1. Buy alfalfa hay to supplement native hay production. They knew this option might become expensive, though, with hay prices high and up-front cost tying up operating capital. 
2. Rent additional pasture. Unfortunately, this option would be difficult to achieve (and expensive) due to the lack of locally available pasture. Plus, the Zomers would 

prefer not to travel long distances to their cattle. 
3. Send the yearlings to a custom feed yard or sell them early. With high feed prices, this may or may not be economically viable. 

4. Use the new Vegetative Index Pasture, Rangeland, Forage (VI-PRF) insurance Bob recently became aware of at a local extension meeting.
5. Insure against drought using Non-insured Crop Disaster Assistance Program (NAP) coverage. 

 Like many producers, the Zomers decided on a combination of available options. They chose to utilize VI-PRF insurance for 3,500 acres from April 1 to June 30; 5,500 acres from July 1 to September 30; and 200 acres of hay land from June 1 to August 30. They also chose to budget $20,000 to purchase 200 

VI-PRF pilot insurance minimizes feed risk for Z-F
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Use the new Rainfall Index Pasture,  Rangeland, Forage (RI-PRF) insurance

      Like many producers, the Zomers decided on a combination of options. They selected RI-PRF insurance for 3,400 acres from Apr. 1 to  May 30; 5,600 acres from Aug. 1 to Sept. 30; and for   hay land coverage, 60 acres from May 1 to June 30 and 120 acres from July 1 to Aug. 30. They

RI-PRF
       Early fall  on the  Z-F Ranch found owners Bob and Betsy Zomer assessing risk
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im and Tina are a married couple 

operating a small ranch in north-

western New Mexico.  They raise 

sheep and lambs on a 2,400-acre range unit 

shared among three family members. 

 The carrying capacity for the land is 60 

sheep units year-long or roughly 40 acres 

per sheep unit year-long. Tim and Tina hold 

permits for 42 sheep units with the remain-

der distributed between the two other fam-

ilies. 

 Every year, drought is a major risk that 

threatens their opportunity to generate 

a positive net income from their sheep  

enterprise. So far, they have handled this 

risk in one of two ways, depending upon 

market conditions: 

1. When dry weather leads to poor range 

conditions and a shortage of forage, they 

either sell a few sheep or buy some hay. 

2. If prices are high, they sell sheep. If prices 

are low, they buy hay. 

The problem is, when drought occurs, 

sheep prices are usually low and hay prices 

are usually high. This leaves them with a  

difficult financial decision to make.

 Tim and Tina like raising sheep. They are 

proud of their heritage of working with the 

land and animals. It is important to them 

Managing Precipitation Risk  
on New Mexico Rangelands
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