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FARM TRANSITION: A THREE LEGGED STOOL 

Farm transition planning involves three equally indispensable parts: Estate planning, the transition of the business 
assets; Retirement planning, the transition business labor and management; Business Transition /Succession process, a 
comprehensive long-term business plan and an in depth outline of the timing regarding the transition of each part of the 
farming business. 

The three legs of the stool are all dependent on each other. All require professional assistance from the business 
accountant, tax planner, attorney, and lender.  Any attempt to transition a business without adequate coordination of all three 
parts will likely result in a plan that will struggle to succeed.  

Estate Plan: State laws outline how estates are to be divided at the time of death of one or both spouses.  The estate 
plan you develop with your professional team may differ in a number of ways.  It may be setup to limit tax liability.  It may be 
structured to aid in the continuation of the business by a family heir or other partner.  It should be a plan for the transfer of 
control of the assets in a managed procedure.  The estate plan needs to be fair to the heirs, but fair is not always equal.  Many 
times one or more of the heirs have contributed time money and management into the business and or assistance to you in your 
retirement years.  These are factors that need to be carefully considered.  Most of us love all our children, but we know that as 
they were growing up they were not treated exactly the same. If one child needed to have an appendix operation, we didn’t 
rush all the kids to the doctor to keep things even. Each was probably given what they needed, when they needed it, to the best 
of our abilities.  However, many of us have a preconceived notion that if there are five children in the family, the estate plan 
should divide all assets equal. 

Retirement Plan: Lack of good retirement plan can also become a major barrier to farm business succession. Many 
small business, and especially farmers, the business is the key source for retirement income.  The land in essence becomes the 
401Kplan, with farmers using the land as an investment portfolio to be sold or rented upon retirement. Further, the reliance on 
the farm assets creates an uncertainty regarding the adequacy of retirement income. No one knows the answer to the question 
“How long will we live?” It is very tempting for farmers to keep on farming. Most enjoy their work, and with modern farm 
equipment it has become very comfortable for most farmers to simply farm for one more year. Certainly no one should tell 
farmers they must retire. It is their business, they have worked hard for it and they should do as they see fit. There are 
consequences, however, if a farmer continues farming until death; the likelihood of a younger operator stepping in and 
continuing the farm business is not high. Odds are at the death or disability of the older farmer, if a successor has not been 
identified, the family will either rent or sell the property to the highest bidder.  A good retirement plan should address the 
approximate date for retirement, sources of retirement income and retirement activities.  

 Transition/Business Succession Planning: Good communication skills are vital to creating and executing a viable farm 
business succession plan. Transitioning a farm business from one generation to another involves much more than simply 
transferring ownership of the farm assets. It involves passing on the skills and knowledge the owner has acquired over time, and 
the ability to manage the farm business profitably. The process of developing a successful plan requires many hours of 
planning.  It will need input from your team of professional advisors.  It will take time, don’t wait to start planning when a 
catastrophic event is forcing the decision making timeline.  Planning should include all actively involved members of the family 
and business.  Meetings and discussion sessions should be done in business setting not as part of family gatherings on 
holidays.  Iowa State University has some excellent planning materials on their website for your use; http://
www.extension.iastate.edu/agdm/wholefarm/html 

For additional information about farm transition contact Dave Goeller at dgoeller2@unl.edu or402-472-0661.  For more 
information e-mail Paul C Hay at phay1@unl.edu, call 402-223-1384, or visit the University of Nebraska Extension local Website: 
gage.unl.edu 
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