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Why Bother Making 

Decisions?

ÅThe only way you can purposefully 

influence your life is through your 

decisions.

ÅIt is your opportunity to earn a 

competitive advantage.

ÅPrOACT, donôt just react.
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PrOACT

ÅPrïProblem Definition

ïDefine the decision opportunity

ÅIdentify/Define your decision 

opportunities over the next 18 months.

ïWorksheet 1
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PrOACT

ÅOïObjectives

ïIdentify your objectives

ïWhat are you trying to accomplish?

ÅIdentify/Define your objectives for each 

of your decision opportunities.

ïWorksheet 2
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PrOACT
ÅAïAlternatives

ïIdentify alternatives for accomplishing decision 

objectives

ÅC ïConsequences

ïUnderstand consequences of each alternative

ÅIdentify alternatives and consequences for 

one of your decision opportunities.

ïWorksheet 3
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PrOACT
ÅTïTradeoffs

ïAnalyze tradeoffs between alternatives

ïEliminate inferior alternatives

ÅPrOACTively arrive at a good decision.

ÅContinue to PrOACTively identify decision 

opportunities and make good decisions.

ÅReminder: Focus on objectives.
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Making Good Decisions in the 

Presence of Uncertainty
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Definition of Risk

ÅRISK is the effect of uncertainty on your 

objectives.1

ïRisk is objective focused.

ÅWhat are you trying to accomplish?

ïRisk management explicitly addresses 

uncertainty

ÅIf you ignore the risks you donôt understand, you 

are probably in trouble or soon going to be.

ïRisk has both positive and negative effects.
1ANSI/ASSE/ISO 31000 Risk Management Principles and Guidelines
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Sources of Risk in 

Agriculture

1. Marketing/Price Risk

2. Production Risk

3. Institutional/Legal Risk

4. Human Risk

5. Financial Risk

Business Risk
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ÅFinancial risk is the extra risk that results from 
financial obligations associated with financing.

ÅContributing factors include

ïAnything that would negatively affect cash flow and 

the ability to meet debt obligations or other financial 

responsibility

ÅControls

ïMaintaining a financial cushion

ïPracticing leasing and contract strategies

ïMaintaining up-to-date financial information

Financial Risk
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Market Risk
ÅFluctuations in prices paid for inputs and received for 

outputs by the firm after committing to plan of action.

Å Contributing factors include

ï National and regional production

ï Demand (including quality issues)

ï Government programs

ï Seasonal effects

Å Controls

ï Forward pricing or contracting

ï Diversified market timing

ï Diversified production

ï Selecting low price risk enterprises

ï Obtaining market information

ï Marketing/value add agreements

ï Crop Insurance
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Production Risk
ÅFluctuations in yield (physical quantities of 

production)
ÅContributing factors
ïWeather

ï Timing of operations

ï Pests

ï Disease

ï Genetics

ïWildlife

ÅControls
ï Selecting low production risk 

enterprises

ï Using low-risk production practices

ï Diversification

ï Maintaining flexibility and extra capacity

ï Utilizing land over a wide spread area

ï Crop insurance
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ÅAnything that changes the rules of the 
game.

ÅContributing factors include

ïChanges in social attitudes

ïChanging regulations about land 

use and environmental quality

ïChanges in government programs

ïThe possibilities of lawsuits for accidents or 

misuse of chemicals

Institutional Risk
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ÅAnything that changes the rules of the 
game.

Institutional Risk

ÅControls

ïMaintaining a liability 

insurance program

ïKeeping informed of new 

regulations and 

interpretations of the law
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ÅAny risk attributed to the humans involved 
in the operation.

ÅContributing factors include

ïThe possibilities of losing a key employee

ïHealth issues/injury risk

ïMorale or the mental state of the work force

ïSkill set and training of employees

Human Risk
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ÅControls

ïA backup management plan

ïA plan to deal with the possible loss of a key employee

ïMaintaining a health and life insurance program

ïEstablishing and maintaining an estate plan

ïA good employee benefit package

Human Risk

ÅAny risk attributed to 
the humans involved in 
the operation.
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Strategies for Managing Risk
1. Avoid it

2. Reduce it

a) Reduce the probability it will happen

b) Reduce the impact if it does happen

3. Transfer it outside the business

a) Insurance

b) Contracting

4. Build your internal capacity to bear

a) Increase reserves

b) Maintain flexibility

5. Accept it
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Risk Management Culture

ñYou have a risk management culture by 

default if you donôt have one by design.ò

Christopher Mandel

Sedgwick, Inc.
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Key Principles of a Good Risk 

Management Culture

1) Ability to anticipate decisions

2) Adequate resources and capacity to respond 

to changing conditions

3) Free flow of information into and throughout 

the organization

4) Willingness to learn and adapt

5) Risk management is embedded in all 

decision making processes
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Smart Choices in 

Agriculture

A Decision Making Process
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Take Home Points

ÅA good risk management culture leads to 

good, informed decision-making.

ïThe focus is on achieving objectives.

ïYou should proactively looking for opportunities to 

make smart choices.

ïDonôt be a purely reactive decision maker.

ÅGood decision-making skills can be learned.
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Contact Info: Jay Parsons
jparsons4@unl.edu
103B Filley Hall, 402-472-1911

Thank You!


