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Indeed, the idea of embarking on
such a complicated process can be
overwhelming, which is one of the
reasons farmers often avoid the topic,
according to Watson. Other reasons for
postponing succession planning include
lack of understanding about the process,
insufficient time, fear of conflict among
families, an unwillingness to ask for help
and concerns over costs.

Perhaps one of the biggest reasons
farmers avoid succession planning is the
fear that it signals their exit from the farm
is imminent—a concern that is often
unfounded, according to Dennis Stein,
farm management senior educator at
Michigan State University. “Succession
planning isn’t about setting a specific
date to turn over the farm,” he says. “It’s
the process of thinking about the steps
[to complete the transfer] and helping
the next generation develop the skills to
run the farm.

“Farming operations have gotten a
lot bigger and more sophisticated,” Stein
explains. “If a farmer wants to pass his
farm to the next generation, he has to
think about the process of transferring
operations and assets; it’s not going to
happen with a promise and a handshake.”

case study

Taking The
Long View
The Heusinkvelds created
a road map for succession

in their multi-generation
opemtion. BY DES KELLER
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The Case for Creating a Plan
Gary Hachfeld, Extension educator at
the University of Minnesota, encourages
farmers to think of succession planning
as an ongoing process, not a one-

time exercise. “You don’t hand over

a multimillion-dollar farm business
overnight based on a document that was
drawn up years ago,” he says.

Just like creating a plan to transfer
ownership of the farm takes time,
implementing a succession plan is
also an ongoing process. The most
successful plans, according to Hachfeld,
are implemented in stages. In fact,
some farmers will start implementing
their succession plans up to a decade
before retirement. The timing allows
farmers (with the help of a team of
professionals) to outline and complete a
series of steps to transfer the farm to the
next generation.

Succession planning also incorporates
steps to minimize the tax burden of
transferring ownership while protecting
business assets. A USDA Economic
Research Service report found that
farmers are more than twice as likely to
owe federal estate taxes than non-farmers
(and owners of commercial farms are 10
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times more likely to owe estate taxes than
small farm owner/operators).

“Without a succession plan and an
estate plan, an unexpected death or
huge tax bill could cripple the farm,”
says Hachfeld.

While the succession planning process
varies from one farm to the next, the
process might require creating an estate
plan and transitioning to a different
business structure (from sole proprietorship
to a joint venture or S corporation, for
example) to facilitate the phased transfer
of ownership of land, livestock, equipment,
labor, operations and income.

Regardless of the paperwork
involved, farmers should be willing to
take a hands-on role, ensuring the next
generation is prepared to take over the
farm. “Turning over the management
of the farm, in particular, takes time
and mentoring should be built into the
[transition] plan,” says Hachfeld.

Successful Succession

“Succession planning is about the
conversations that happen around creating
the plan,” explains Watson of Farm
Management Canada. “The plan is the
plan. The process of coming up with the
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