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Managing & 
Understanding Your

Business Risks 

Alan Zepp
Risk Management Program Coordinator

Center for Dairy Excellence
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Fluid Milk Price 1980- 2008

The CDE Risk 
Management Profile

A Resource for Your Dairy
A Spreadsheet That 
Walks Producers Through 
Analysis of Their Risks
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Risk Management Checklist:
AVOID

• Antibiotics in milk/meat
• Manure & chemicals 

in stream
TRANSFER

• Large consequences –
low probabilities

• Insurance-

RISK RISK 
MANAGEMENTMANAGEMENT

PROFILEPROFILE

Risk Management Checklist:
MANAGE

• Vaccination Schedules
• Maintain equipment
• Price
ASSUME

• Low impact risks
• New products
• Price

RISK RISK 
MANAGEMENTMANAGEMENT

PROFILEPROFILE
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Marketing/Pro
ductionHave you reviewed your vaccination 

schedule with your veterinarian, and 
is it up to date?
Do you have a nutrient mngmt. plan?
Is your crop insurance protection 
adequate to cover a severe crop loss?
Do you have a hedging account with 
a broker or cooperative?
Do you grow & store most forage?

RISK RISK 
MANAGEMENTMANAGEMENT

PROFILEPROFILE

Financial
Do you have up-to-date balance sheet 
and income statements?
Do you consult a professional (lender, 
accountant, insurance agent) when 
making major financial decisions?
Do you use enterprise analysis?
Do you know your cost of production?
Have you investigated all of your 
potential financing options?

RISK RISK 
MANAGEMENTMANAGEMENT

PROFILEPROFILE
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Legal
Are you in compliance with all 
regulations?
Can your farmer owners’ policy 
guarantee you can recover from a 
disaster in six months?
Do you understand all of the 
provisions of your contracts, leases 
and loans?
Will your existing business need to 
be upgraded or replaced?

RISK RISK 
MANAGEMENTMANAGEMENT

PROFILEPROFILE

Transition
Do you have an independent 
retirement fund available?
Is your will up to date?
Do you have a living will?
Do family members know the 
location of your will?
Do you have adequate life
insurance to cover your wishes
and debts at current values?

RISK RISK 
MANAGEMENTMANAGEMENT

PROFILEPROFILE
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Human
Do you have adequate medical 
insurance?
Have you investigated other 
production methods?
Have you conveyed business 
goals to your family?
Are standard operating 
procedures in place?
Do you review employees at 
least yearly?

RISK RISK 
MANAGEMENTMANAGEMENT

PROFILEPROFILE

Dairy Gross Margin

• Purchase end of month
• Coverage period from 1 to 10 

months
• LGM is an insurance policy
• No potential upside losses
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LGM for Dairy

• Offered through crop 
insurance agents

• Class III milk - put option
• Corn  - call option
• Soybean meal  - call option

Expected Gross Margin (EGM) by enrollment period  vs Actual Gross Margin (AGM) with zero deductible
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Performance during most recent enrollment cycle 
(purchase 8/08 for 10/08 through 7/09)
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Alan Zepp

Risk Management Program Coordinator
azepp@centerfordairyexcellence.org

Phone: 717-420-7448 or 717-346-0849


