EXTENSION

RISK MANAGEMENT
EDUCATION

Empowering the strengths and skills of individuals in the North Central
Region involved in the management of agricultural production, marketing,
financial, legal, and human resource risks.

Many farmers and ranchers  face an unprece-

NORTH dented risk environment.
Extreme price volatility  has impacted the cost of
CENTRAL inputs for producers as well as the prices they

receive for farm commodities. The price for
diammonium phosphate fertilizer has increased
RI SK nearly 400% in the past three years, while the
price of a bushel of corn, after extreme fluctua-
tions, has settled at roughly the same price as
three years ago.
MANAGEMENT
Livestock producers in the dairy, hog and poul-
try sectors are facing liquidations due to sag-

EDUCATION ging profits stemming from high feed prices and
reduced consumer demand.

Agricultural lenders, in response to the world
CENTER economic conditions, have increased their lend-
ing standards.

Some fortunate producers timed sales and pur-
chases at profitable levels, but many are experi-
encing losses that threaten their existence.
Never has the need for risk management educa-
tion been more important.
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® WHAT IS RISK MANAGEMENT
% EDUCATION?

In this current environment of dramatically increasing risk,
the Extension Risk Management Education program pro-
vides funding for projects to help producers learn new
strategies to manage the agricultural risks they face. Our
goal is simple @ give U.S. farmers and ranchers the tools to
improve their risk management skills and capabilities. Pro-
gramming addresses five general areas of risk:

« Financial Risk refers to farm credit and the obligation
and ability of the farm to repay its debt. The current eco-
nomic uncertainty greatly affects a producers financial
risk.

« Production Risk refers to the uncertainty of the manage-
ment of crops and livestock. Weather, disease, pests and
other factors affect the quantity and quality of the com-
modities produced.

« Legal Risk results from changing governmental policies.
Tax laws, chemical regulations, price support payments
and changes in the Farm Bill all affect the legal risk a pro-
ducer faces.

« Marketing Risk is the uncertainty about prices producers
receive for commodities sold and what their production
costs may be.

« Human/Person al Risk includes factors such as farm tran-
sition/succession, labor relations, disability, intergenera-

tional issues, or divorce.
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