Considerations before diversifying your operation
Source: Tim Woods and Steve Isaacs, UK agricultural economists
In times of agricultural economic downturn, some of us look for ways to increase our income by diversifying into something new or adding different agricultural endeavors to our existing operations. While diversification may sound simple at first, there are many questions you should ask yourself before jumping into a new enterprise.

No two farmers or agricultural operations are the same. Remember to think of diversification in terms of selecting the right enterprise for yourself and your operation instead of just choosing the latest fad or “miracle crop” that will supposedly bring immediate prosperity. Often these latter two only create success for a handful of producers but fail for the vast majority. 

Be sure to choose an enterprise that you think you will enjoy doing or something that excites you. It will also need to be an endeavor your family or business partners also have enthusiasm for or are willing to do. 

Once you have an idea or couple of ideas, you need to start thinking about the equipment and experience it would take to properly produce and whether you already have some of the production requirements on-hand or at least, a plan for accessing them. You also need to make sure there is a demand and market for this new product. You need to be comfortable with the risk of producing a new product and consider how quickly this new endeavor will return a profit. 
The University of Kentucky Cooperative Extension Service has a publication, PRIMER for Selecting New Enterprises, which can help you answer these important questions to determine whether a particular field is right for you. The publication, developed by UK agricultural economists Tim Woods and Steve Isaacs, is available online at https://www.uky.edu/Ag/AgEcon/pubs/ext2000-13.pdf and includes questions, score sheets and planning tools to help you determine the feasibility for adding a particular enterprise to your existing operation. You can also get a copy by contacting the (COUNTY NAME) Cooperative Extension Service.

Educational programs of the Cooperative Extension Service serve all people regardless of economic or social status and will not discriminate on the basis of race, color, ethnic origin, national origin, creed, religion, political belief, sex, sexual orientation, gender identity, gender expressions, pregnancy, marital status, genetic information, age, veteran status, or physical or mental disability. 
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How to develop a spending plan

Source: Jennifer Hunter, interim assistant director of family and consumer sciences extension
Spending plans are important tools as they help you see the full picture on where your money goes every month and how much money you need to sustain your current or anticipated lifestyle. In some cases, this can be one of the first steps to securing your financial stability. They are also extremely useful if you are looking for ways to reduce your spending or develop a budget for your family. 

To develop a spending plan, you will need to first track your monthly expenses. This includes fixed, variable and occasional expenses. Fixed expenses include things like rent, mortgages and car payments are a specific amount each month. Variable expenses are things like groceries, gas and utilities. Their costs change every month. Occasional expenses only occur from time to time and include things like vehicle renewals, vehicle maintenance, home maintenance, tax preparation and even simple things like birthday presents.  

Once you list all of your monthly expenses. You can determine whether you are living within your current income or will be able to live within your expected income down the road. If you find that your expenses exceed your income, you then have the option of increasing your income, decreasing your spending or a combination of the two. 

You can use the spending plan to spend your money on paper for the next month. This will help you determine whether you will be able to meet your monthly expenses before they even occur.

For more information on family financial resources, contact the (COUNTY NAME) Cooperative Extension Service.

Educational programs of the Cooperative Extension Service serve all people regardless of economic or social status and will not discriminate on the basis of race, color, ethnic origin, national origin, creed, religion, political belief, sex, sexual orientation, gender identity, gender expressions, pregnancy, marital status, genetic information, age, veteran status, or physical or mental disability. 
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How to manage stress

Source: Deborah B. Reed, RN, UK’s agriculture nurse, College of Nursing professor
Stress is a normal response to the demands of life. We all experience stress, and the results vary in intensity from being temporarily anxious to complicated illnesses.
 Farming is a high stress job. Market swings, bad weather, policy changes, and day-to-day challenges create tension and uncertainty and are many times beyond our control. Coping with stressful situations takes practice, but it can become part of your routine. 
First, remember that agriculture tends to be cyclical. What may seem insurmountable today may be only temporary and will eventually pass. Think back on another particularly stressful time in your farming operation, and you will see that things improved.

Each of us has different responses to stress. Some people experience headaches, stomach problems or loss of appetite. Others overeat or avoid interaction with people. Stress also affects both the quality and quantity of sleep, resulting in excessive fatigue. Stress can cause tempers to flare, and relationships to suffer. Prolonged stress can lead to depression, high blood pressure and other chronic health conditions.  

You can do several things to manage stress. First, know your signs of stress. When you begin to notice those signs, take action to reduce them. Start and end each day with a relaxation technique. This may be some slow, deep breathing, reading something uplifting or stretching exercises. These activities cue your body to produce good hormones to reduce stress. A warm shower before bed massages your body and relaxes tense muscles.  
Laughter is really the best medicine. It releases endorphins, which are “feel good” body chemicals. 
Plan your day, but build in some time for the unexpected. Exercise. A brisk walk helps the body relax. Better yet, play with your children or grandchildren. Refrain from doing strenuous activities right before bedtime. Turn off the TV and the computer at least an hour before bed. The “blue light” emitted from electronic devices actually triggers your body to stay awake. 

Communication is key to stress relief. Talk with your family or friend about your stressors. Sharing the burden reduces the stress. Likewise, if a financial situation is creating stress discuss this with your banker or loan officer. Many times, they can work with you to develop alternative financial arrangements. Perhaps this is a good time to consider diversification or even downsizing until life settles down. 

If these actions don’t seem to help, reach out to a health care provider or a trusted friend. Just talking it out sometimes helps. If not, there are other alternative prescribed treatments that can help you through the stressful period. 
To check your stress level, take the quiz from Iowa State University below. For more information about managing stress, contact the (COUNTY NAME) Extension office. 
Farm safety and stress- Check your stress level

Take this quiz to find out how stress may affect your life. For each statement, consider whether you feel that way: (a) rarely, (b) sometimes or (c) often. 

_ 1. I feel tense or anxious. 

_ 2. People or animals make me feel irritable. 

_ 3. I drink, smoke or take drugs to relax. 

_ 4. I have tension headaches or pain in the neck or shoulders. 

_ 5. I have trouble going to sleep or staying asleep. 

_ 6. I find it difficult to concentrate on what I’m doing. 

_ 7. I have a difficult time finding time or being able to relax. 

_ 8. I feel sad or depressed for no good reason. 

_ 9. I feel tired even after I rest or sleep. 

_ 10. I argue with family or co-workers.

_ 11. I give others “silent treatment” when I’m upset. 

Give yourself zero points for every “a” answer, one point for every “b” answer and two points for every “c” answer. 

Scoring: 

0-5 points: You are probably handling stress well. 

6-11 points: You could benefit from some stress reduction techniques. 

12 points or more: Your stress is causing significant difficulties. It may be time to develop new strategies to cope with job and family pressures.

Educational programs of the Cooperative Extension Service serve all people regardless of economic or social status and will not discriminate on the basis of race, color, ethnic origin, national origin, creed, religion, political belief, sex, sexual orientation, gender identity, gender expressions, pregnancy, marital status, genetic information, age, veteran status, or physical or mental disability. 
Farm safety and stress- Check your stress level from AE 3509: Manage stress to increase farm safety, Colleen Jolly and Charles Schwab, Iowa State University, 2017.
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Talking to your children about money

Contact: Jennifer Hunter, interim assistant director of family and consumer sciences extension and Alex Elswick, extension associate for family resource management 

Due to a variety of circumstances over the past few years, many farm families have seen their incomes drop and budgets tighten. As you work through this economic downturn, it is important to communicate with your children about money. While not necessarily the easiest thing to do, talking honestly with your children about your finances helps ensure all family members have some understanding of the family’s current financial situation, and it also serves as a good opportunity to teach children how to handle adversity and develop strong financial habits.

Even if they do not earn money, children influence the family’s budget with their needs and wants. The cost of raising a child from infant to adulthood is more than $233,000, and that’s just providing for the basic necessities. On top of that, many times children, particularly teens, have an unrealistic view of their family’s financial situation. As parents, it’s important for you to have age-appropriate conversations with your children about money. Talk to them about prices, monthly expenses, budgets and debt. 

Be as honest as possible about your financial situation. If you cannot afford something, tell them. While you do not have to disclose everything about your current financial status, do not lead them to believe that you have more disposable income than you really do. 

Explain needs versus wants. Talk about yours, and let them express theirs. If they receive an allowance or other earned money, talk about how they can use it to meet their financial goals. Encourage them to set financial goals that are SMART—specific, measurable, attainable, relevant and timed. 

For more information on family financial resources, contact the (COUNTY NAME) Extension office.

Educational programs of the Kentucky Cooperative Extension Service serve all people regardless of economic or social status and will not discriminate on the basis of race, color, ethnic origin, national origin, creed, religion, political belief, sex, sexual orientation, gender identity, gender expression, pregnancy, marital status, genetic information, age, veteran status, or physical or mental disability.
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Working with your ag lender

Source: Jordan Shockley, Todd Davis and Kenny Burdine, UK agricultural economists

Farming comes with its own set of risks. As a farmer, it is important for you to develop a strong working relationship with your lender. You should view this relationship as a partnership with the goal of long-term success for both parties. 

Like any relationship, this one should be built on honesty, trust, communication and understanding by both parties. If one of these components is missing, it’s going to be hard for either of you to have a good experience and could result in tension, or even worse, termination of the partnership. 

You should have a good picture of your finances before approaching any lender and be able to justify and explain your operating decisions to them. Remember that lenders are financial professionals and may or may not have an agriculture background. Be prepared to explain production practices for a certain crop, particularly if you are producing a crop for a niche market as well as justifications for loan purchases. It may not be a bad idea to invite your lender out to see your operation firsthand.

Be honest and upfront with your lender. You need to disclose financial statement information and also outside partnerships, agreements and contractual obligations. Discuss any new business ventures, credit from other sources and significant capital purchases with your lender before following through with them. In fact, the earlier you can talk to them about these, the better, as it shows that you think purchases through before buying. 

Keep in contact with your lender after you have secured a loan. Checking in with your lender periodically lets them know that you view the relationship as a partnership. These conversations should ideally start during good times. You do not want the only time you speak to be when there is a problem. 

While they will rely on you for agricultural insight, realize that you will have to take into consideration their financial expertise. Sometimes, particularly in down economies, they may ask you to alter your production practices to save money. Realize both parties will have to make comprises to develop an amicable solution and keep the relationship strong.
Additional information related to the current economic downturn is available in Surviving the Farm Economy Downturn, a publication developed by Southern agricultural economists, including the University of Kentucky’s Jordan Shockley, Todd Davis and Kenny Burdine. It is available online at https://www.afpc.tamu.edu/extension/resources/downturn-book/ or you can request a copy from the (COUNTY NAME) Extension office. 

 If you do not have a good relationship with a lender and need additional help, you can contact the Kentucky Farm Business Management Program. Program specialists can help farmers work through different options including ways to generate cash flow, strategies to move forward or how to liquidate assets. 

Educational programs of the Cooperative Extension Service serve all people regardless of economic or social status and will not discriminate on the basis of race, color, ethnic origin, national origin, creed, religion, political belief, sex, sexual orientation, gender identity, gender expressions, pregnancy, marital status, genetic information, age, veteran status, or physical or mental disability. 

-30-

