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One of the key characteristics of agriculture is the more effectively tailor their risk management
high level of production, market and financial risks outreach and educational programs for better
faced by producers. The presence of these risks education delivery to their farmer clientele. This

has spurred development and availability of different  issue of the NC State Economist discusses the
agricultural risk management tools that help provide findings from a recent study that examined the

an income safety-net for U.S. crop producers. To following questions: (1) What do farmers consider
reduce production and/or marketing risks, for their most important information source in order to
example, a producer has the option of using several know more about crop risk management tools?
risk-reducing instruments or strategies such asyield-  (2) Which producer characteristics influence the
or revenue-based crop insurance, futures hedging, degree of preference among the different informa-
and forward contracting. Each of these risk man- tion sources?

agement tools has inherently different characteristics

that make it more suited for particular crops, What Risk management Information

particular geographical areas, and/or particular farm Source Do Farmers Prefer?
business situations. Given the variety of risk- In recently published research, data froma

management tools available, it is important, froma mail survey administered to cotton and soybean
management perspective, for farmerstobeaware of ¢, ersin Mississippi, cotton and sorghum

and understand the attributes of those alternative farmers in Texas, and corn and soybean farmers in
risk-reducing instruments. Abetter understandingof | 4iana and Neb’raska were used to examine
the different risk management tools available allow preference for various risk management informa-

produce_rs to more effectively choose the mogt tion sources (Rejesus, et. al 2008). The risk
appropriate risk management strategy for their own management information sources ranked by the

busm_e sssituation. . . surveyed farmers included: (1) in-depth training by
_ Given producers' need to learn gbout a!ternatlve risk management experts; (2) in-depth materials to
r_lsk management tools, understandlng_the_ln_forma— study on their own time; (3) popular press outlets
tion sources_that th_ey rely on for learning is impor- like farm magazines or newsletters: (4) internet or
tant. In part|CLIJIar, mvestlgatmg the fact(_)rs that other computer based education modules: and (5)
affect_farmers_preference for different rls_k manage- marketing clubs or other groups of producers.
ment information sourceswould helpvarious —— Farmers were asked to rate each of these infor-
|nst_|tut|ons involved in risk marllage_ment educationin 1 \ation sources on a scale ranging from 1 (low
agriculture, such as the USDA S Rlslf Managgment preference) to 5 (strong preference).
Agency and the Cooperative Extension Service.
These agencies can utilize this type of information to
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Figure 1 depicts the average preferences
indicated by the survey respondents. These
indicate that in-depth materials to be studied on
their own time, popular press, and in-depth training
by risk management experts have the highest mean
preference scores. Information from marketing
clubs or other groups of producers and information
from the internet or other computer-based educa-
tion modules received the lowest mean preference
scores among the five sources considered. More-
over, the information sources that had the largest
proportion of farmers giving a preference ranking
of three or better are: information from popular
press (74%), in-depth materials to be studied on
their own (72%), and in-depth training from risk
management experts (66%). On the other hand,
the information sources that had the smallest
proportion of farmers giving a preference ranking
of three or better are: the internet or other com-
puter based education modules (43%) and mar-

keting clubs or other groups of producers (52%).
Overall, these results suggest that information from
risk management experts, in-depth materials (stud-
ied on his/her own), and farm magazines/newsletters
tend to be preferred by the surveyed producers.

What Factors Affect Preference for a
Risk management Information

Source?

Using the same farm-level survey data, additional
statistical analyses were used to investigate how
farm and farmer characteristics affect the preference
ranking given to a particular risk management
information source. One farmer characteristic that
has a consistent effect across all information sources
considered is age. This is fairly consistent with
results from previous studies (Gloy, Akrdige, and
Whipker 2000; and Knight et al. 2003). The
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Figure 1. Mean Preference Scores for each Risk Management Information Source
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analysis indicates that age has a statistically significant but
modest negative effect on the preference for any infor-
mation source. This suggests that older producers do
not seem to value any source that gives information about
risk management tools. This makes sense since older
producers tend to have more experience and more skills
in managing the risks in their farms, and they also have a
shorter time horizon in which to capture the benefits of an
enhanced knowledge base. In general, this result sug-
gests that extension and outreach programs on risk
management may be better targeted for younger, less
experienced producers. Extension personnel interested
in developing risk management education programs
would probably be better off targeting young, new, and
beginning farmers.

The statistical results also suggested that farmers with
college degrees, high leverage, large asset base (i.e., >
$1 million), experience utilizing professional services (i.e.,
use of marketing consultants), or are more inclined to
take risks, are the ones who tend to prefer information
from risk management experts, the internet (or other
computer-based modules), and marketing clubs (or other
producer groups). On the other hand, farmers with
lower leverage levels or farmers who have used less
professional services in the past tend to be the ones who
prefer self-study of in-depth risk management materials
and popular press sources. College-educated farmers
preferring in-depth information from risk management
experts and the internet is consistent with the idea that
these type of farmers are more receptive to learning
more complex/specialized information and are more
comfortable with using computer-based resources.

What are the Lessons for Risk Manage-

ment Extension Educators?

From an extension program delivery perspective,
these results suggest that younger, better-educated
farmers with larger operations (i.e., highly leveraged and
with a larger asset base) and farmers who are more
willing to take risks will be more responsive to the typical
delivery mechanisms currently being used by many risk
management extension educators around the country —

in-depth training by risk management experts and
internet delivery of educational materials. On the
other hand, the analysis also indicated that younger
producers with smaller operations may tend to
prefer self-study of educational materials and
popular press outlets.

Given these results, risk management extension
educators and/or county extension agents tasked
with delivering risk management education can
feasibly structure their program by using in-depth
training and internet delivery mechanisms to provide
information to younger farmers with larger opera-
tions and higher education levels. The traditional
one-day, risk management training modules that
cover detailed information about various agricultural
risk management tools — crop insurance, forward
contracts, and futures hedging —will have more
impact if they are targeted to these younger farmers
with larger operations and higher education levels.
To supplement this type of in-depth training, exten-
sion educators can also post the training materials
on the internet for download by this group of
producers. Distance risk management education
delivery through internet webcasts may also be
more suited for younger farmers with larger opera-
tionsand higher education levels.

On the other hand, the results from the study
also indicate that using popular press outlets and
mailing of educational materials (for self-study) can
better serve farmer clientele with smaller operations.
Farmers with smaller operations who do not attend
the in-depth training sessions can then be better
reached by mailing some of the materials to them.
Publishing risk- management topics in farm maga-
zines that are of interest to farmers with smaller
operations will probably have more impact. Overall,
if used and targeted properly, the different risk-
management information sources available to risk-
management educators and county extension
personnel can be utilized to more effectively tailor
delivery of risk management information to farmers.
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