
 
 

Give to AgEcon Search 

 
 

 

The World’s Largest Open Access Agricultural & Applied Economics Digital Library 
 

 
 

This document is discoverable and free to researchers across the 
globe due to the work of AgEcon Search. 

 
 
 

Help ensure our sustainability. 
 

 
 
 
 
 
 
 

AgEcon Search 
http://ageconsearch.umn.edu 

aesearch@umn.edu 
 
 
 

 
 
 
 
 
 
Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only. 
No other use, including posting to another Internet site, is permitted without permission from the copyright 
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C. 

https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu


THE EVOLUTION OF RISK MANAGEMENT EDUCATION IN THE U.S.:  
AN EVALUATION OF PAST AND PRESENT DEMAND 

 
 

Alexis Arthur B. Garcia* 
Graduate Student 

Texas Tech University 
 

Eric J. Belasco 
Assistant Professor 

Texas Tech University 
 

Thomas O. Knight 
Professor 

Texas Tech University 
 

Keith H. Coble 
Professor 

Mississippi State University 
 

Paul D. Mitchell 
Assistant Professor 

University of Wisconsin-Madison 
 

Roderick M. Rejesus 
Assistant Professor 

North Carolina State University 
 
 

Selected Poster prepared for presentation at the Agricultural & Applied Economics Association 
2010 AAEA, CAES, & WAEA Joint Annual Meeting, Denver, Colorado, July 25-27, 2010 

 
 
 

Copyright 2010 by Alexis Arthur B. Garcia, Eric J. Belasco, Thomas O. Knight, Keith H. Coble, 
Paul D. Mitchell, and Roderick M. Rejesus. All rights reserved. Readers may make verbatim 
copies of this document for non-commercial purposes by any means, provided that this copyright 
notice appears on all such copies. 
 
 
__________________________  
* Corresponding Author, Department of Agricultural and Applied Economics,  
   Texas Tech University, Box 42132, Lubbock, TX 79409-2132, Tel: (806) 742-2464. 
   E-mail: alexis-ab.garcia@ttu.edu  



The Evolution of Risk Management Education in the U.S. :  An Evaluation 

of Past and Present Demand 
Alexis Arthur B. Garcia , Eric J. Belasco , Thomas O. Knight, Keith H. Coble1, Paul D. Mitchell2 and Roderick M. Rejesus3

Department of Agricultural and Applied Economics, Box 42132, Texas Tech University, Lubbock, TX 79409-2132 , 1Department of Agricultural Economics, Mississippi State  University, Mississippi State, MS 39762
2Department of Agricultural and Applied Economics , University of Wisconsin-Madison, Madison, WI 53706, 3Department of Agricultural and Resource Economics, North Carolina State University, Raleigh, NC 27695

INTRODUCTION

In this decade, U.S. crop producers have faced unprecedented
changes in their farm business risk environment. The Agricultural Risk
Protection Act (ARPA) of 2000 and the 2002 Farm Bill enabled crop
producers to gradually move toward increased market orientation
while taking more risks. The 2008 Farm Bill continued price and
income support programs of the prior legislation while expanding the
set of policy options available to crop producers.

Given the complexities of policy options and risk management
instruments available to U.S. crop producers, the Risk Management
Agency of the USDA and state and federal extension services have
directed substantial resources toward risk management education
over the last decade. Moving forward, it is important to understand
the risk management training needs of producers in order to design
effective risk management education programs and efficiently
allocate resources.

RESULTS

There are modest differences between periods in the pattern of
reported level of interest in education on different risk management
instruments (Figure 1). There is a decrease in the overall level of
interest in cash and forward contracting, futures and options, and in
financial management. This decline may reflect success in educational
programs over the interceding ten year period between the two
surveys.

Age consistently remains to be a limiting factor on interest in
additional education particularly on futures and options and financial
management. A comparison of the estimated results between periods
shows that cropland acres were not statistically significant in models
of futures and options, crop revenue insurance, and financial
management in 2009 (Table 1). The insignificance of cropland acres in
2009 may be explained by the huge difference between the average
reported cropland acres in the 2009 survey (657 acres) and in 1999
survey (1,396 acres).

The difficulties in the credit market succinctly explain why percent
of farm capital investments borrowed continues to have a significant
influence on interest for financial management education. Lender
recommendations remain a very influential factor in determining
interest in obtaining information/training in futures and options, and
in crop yield and revenue insurance. Prior training on cash and
forward contracts and in futures and options also influences interest
in these instruments.

Crop producers in 2009, generally perceive commodity price and
input markets as an important source of risk and this perception is
highly influential on having interest in most of risk management tools.
Moreover, perception of land rent risk highly influences interest in use
of financial management instruments. Risk aversion (avoidance)
attitudes remain highly significant on crop revenue and financial
management models.

Changes in the proportion of crops planted between periods also
explain the differences in the significance of this factor in influencing
interest in additional education. The proportion of corn acres is highly
significant in cash and forward contracting and futures and options
models compared to the previous period where it is highly significant
in crop yield and revenue insurance. The proportion of cotton and
wheat acres was also found to be highly significant in cash and
forward contracting in 2009 while it remains significant in crop
revenue insurance models for both periods. The proportion of
soybean acres was also highly significant in all instruments except for
financial management in 2009.

CONCLUSIONS

▪ Young crop producers may be more receptive to additional
education/training particularly in cash and forward contracting and in
financial management.

▪ Lenders remain highly influential to crop producers.

▪ Overall, the significance of perceptions on sources of risk such as
price and input costs underscores the importance of risk management
education to crop producers.

▪ In general, corn producers appear to be shifting toward being
interested in training on cash and forward contracting and futures and
options as risk mitigating instruments. Cotton and wheat producers
are also shown to have interest in cash and forward contracting as
well as crop revenue insurance.

OBJECTIVE

This study evaluates crop producers' educational needs and
interest in additional risk management training focusing on five areas:
cash and forward contracting, futures and options, crop yield
insurance, crop revenue insurance, and financial management.
Specifically, this study examines the influence of individual factors on
crop producers’ level of interest in the alternative risk management
tools as well as the changes in the influential factors between two
survey periods. This research will provide the RMA and extension
providers important and timely information for developing and
tailoring risk management education programs that effectively
address current risk issues faced by crop producers.

METHODS AND DATA

A 5 point Lickert-type response was used to elicit the level of

interest crop producers have in obtaining additional information on
effective use of alternative risk management instruments. The
response variable is ordered and discrete with “low interest” (“strong
interest”) corresponding to the responses at the lower (higher) end of
the range. Ordered response models (i.e. ordered probit/logit) have
been used in many recent social science studies with the same type of
response variable to describe an underlying continuous unobservable
preference. This model allows evaluation of likelihood of outcomes
(e.g. the likelihood of an individual stating a particular preference).
However, crop producers utilize several risk management instruments
and modeling each independently ignores possible simultaneity in
levels of interest. A modeling approach that accounts for possible
simultaneity among risk management instruments is the multivariate
ordered probit which is estimated using simulated maximum
likelihood estimation.

This study uses information obtained from surveys conducted in
1999 and 2009 that includes producers of major field crops in Texas,
Mississippi, Indiana, Nebraska, Wisconsin, and North Carolina. A total
of 2,899 usable survey instruments constitutes the sample size of the
analysis, of which 62% are from the 1999 survey. Data collected
include information on general farm business and farm-operator
characteristics and farm operator perceptions or risks and their need
for risk management training.

Table 1. Factors Influencing  Crop Producers’ Level of Interest on Additional Information/ Training on Risk Management Tools:
Estimated Multivariate Ordered Probit Model

Figure 1. Comparison of Reported Crop Producers’ Level of Interest in Additional Information/ 
Training on Risk Management Tools by Survey Year                   
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