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ABSTRACT 
 

  
 
This study focuses on determining how Virginia farmers are planning for farm retirement 
and succession and whether they will be financially prepared for their retirement years.  
The Virginia farming population is aging, life expectancy is increasing, and Social 
Security benefits are not a stable source of retirement income presenting challenges for 
Virginia farmers who are planning to either retire from the family farm or transition it to 
the next generation. In this study a 59-item survey was sent to 2000 randomly selected 
Farm Credit agricultural customers.  Results from the survey were analyzed using chi-
square tests and correlations to determine statistically significant relationships between 
the variables.  The analysis indicates that Virginia farmers planning to retire from the 
farm face high levels of debt and plan to sell the farm operation.  Virginia farmers 
planning to transition the farm are generating higher profits from the farm operation and 
their successor has been identified.  The majority of Virginia farmers are financially 
prepared for retirement with Social Security support; however, without supplemental 
income from Social Security the majority of the Virginia farming population is not 
financially prepared for retirement. The results indicate necessary action from the private, 
academic, and public sectors.  Financial professionals should offer retirement planning 
seminars, academia should continue to research the issues, and the government should 
consider developing a savings plans specifically for the agricultural community that offer 
tax advantages. 
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  1  

Introduction 
 

The demographics of US agricultural producers are changing over time.  These 

demographic changes may have a major impact on farmer retirement planning and farm 

succession planning.  Demographic changes including, but not limited to, the increasing 

average age of farm producers, increasing life expectancies, decreasing average farm 

income, and a decreasing number of commercial farms, are pointing to a potential 

problem for US agricultural producers as related to retirement and transition planning.  

Without sound retirement and transition planning, agricultural producers and their 

families may be forced into a situation where they cannot afford to retire from the farm 

operation, or they may be forced to sell the agricultural assets to generate adequate 

income to meet retirement living expenses. Further, the future of the family operation 

may be jeopardized by the lack of retirement and succession planning. 

The average age of a Virginia farmer is 56.7 years, and it has been increasing 

steadily over time (Parker, 2004). With retirement normally occurring around age 65, the 

average Virginia farmers do not have much time to adequately plan and invest for a full 

retirement lifestyle.  Shorter time horizons do not allow investors to fully utilize the 

power of financial compounding; thus, producers must amass relatively large lump sums 

of retirement funds over a short period of time rather than investing a lesser amount over 

a longer period of time.   

With Virginia farmers approaching retirement age they also have a shorter 

amount of time to select a successor for the farm operation and begin transferring the 

management responsibilities and ownership of the farm assets to the successor.  Business 

failure rates may be high when the farm is not gradually transitioned to the successor 

    



  2  

(Errington, 1998).  Errington outlines the recommended stages for farm transition to 

enable the future success of the farm operation.   

Another issue that Virginia farmers may face is a relatively long retirement 

horizon. Life expectancy of US citizens indicates a male who was age 65 in 2001 is 

expected to live until he is 81.4 years of age, while a 65-year old female is expected to 

live until she is 84.4 years old (US Census Bureau, 2003).  This is a 3.6 year increase for 

men and a three year increase for women in a 33-year period (US Census Bureau, 1971). 

With longer life expectancies, Virginia farmers will need to amass more retirement funds 

to maintain their pre-retirement standard of living during retirement.  Without adequate 

planning, Virginia farmers may be required to continue operating the farm during their 

retirement years or face selling the farm assets to maintain their current standard of 

living.   

Over one-half of the Virginia farm population (53.6%) claims farming as their 

primary occupation (Durst, Hoppe, Johnson, Perry, Korb, Sommer, Ryan, & Green, 

2001).  This is alarming because 87.9 percent of all Virginia farms have annual net 

income less than $50,000 and 67.3 percent have annual net income less than $10,000 

(Durst, Hoppe, Johnson, Perry, Korb, Sommer, Ryan, & Green, 2001).  With low average 

farm net income, where are farmers getting the funds needed for their retirement?  

Farmers cannot rely on Social Security retirement benefits alone.  If the producer’s 

average monthly benefit were equal to the average monthly payment of a retired worker 

in September 2004 ($927.30), a farmer would only receive $11,127 in a year (Social 

Security Administration, 2004).  This is only $5 above the poverty threshold of $11,122 

for a couple over the age of 65 (US Census Bureau, 2003).  Since farmers pay both 
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employer and employee portions of social security, some may seek to keep those 

payments as low as possible so they have more money for operations.  However, when 

they retire, this low reported income means low social security retirement income. 

With this in mind, why are more farmers not planning for retirement?  Do they 

perceive that they are prepared for retirement? Do agricultural producers perceive that 

they are adequately prepared for retirement? Are more farmers relying on the farm sale as 

their retirement funding?  Or are farmers planning on not retiring from their occupation? 

The number of Virginia farms has steadily decreased since 1999 when there were 

49,000 farms in Virginia.  But in 2003 there were only 47,500 farms (Virginia 

Department of Agriculture and Consumer Services, 2003).  This decrease in the number 

of Virginia farms could indicate that farmers are relying on farm sales to fund their 

retirement or it could indicate children are not returning to inherit the farm operation. 

Problem Statement 
 
The traditional farm has drastically changed over the last century, presenting new 

challenges for today’s farmers.  The number of farms has steadily decreased since 1932, 

while the average farm size has slowly increased (Durst, Hoppe, Johnson, Monke, Perry, 

Korb, Sommer, Ryan, & Green, 2001).  With a relatively small number of large 

operations producing a majority of farm profits, many farmers have sought non-farm 

income sources or create a value-added product that meets consumer needs and can be 

priced at a premium.  Owners of family farm operations are struggling to keep the farm in 

the family while maintaining their current quality of life during their retirement years.  

Virginia farmers face many of these same issues. 
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Several questions are being raised as Virginia farmers approach retirement.  Are 

Virginia farmers adequately prepared for retirement? How do Virginia farmers perceive 

their preparedness for retirement?  What are Virginia farmers doing to prepare for 

retirement?  Will Virginia farmers be able to keep their farms in their family during 

retirement or will they be forced to sell them to generate funds for their living expenses?  

Have Virginia farmers begun to plan how the farm will be transitioned to the next 

generation?  These are only a few of the questions that need to be answered to effectively 

advise Virginia farmers about retirement and intergenerational transition.   

Average net farm income for Virginia producers has slowly decreased from 

$12,669 to $10,391 over the last ten years (Governor’s Agriculture Net Receipts Work 

Group, 2003).  This raises the concern as to whether Virginia farmers will be able to meet 

their desired level of living during their retirement years.  Not only are Virginia farmers 

faced with low average income, but Social Security funds are also depleting.  Social 

Security can not be depended upon to fully support retirement because there is no 

certainty that there will be enough to cover everyone’s benefits (Social Security 

Administration, 2004).  Facing these circumstances, Virginia farmers are challenged with 

two very important questions:   

Will they be able to maintain the same quality of life during retirement? 

Will they be able to preserve and continue the farm business by transferring it to 

the next generation? 

Virginia farmers need to be able to answer both of these questions to determine whether 

they will be able to achieve their desired goals. 
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 Few studies have been completed to assess farmer retirement planning and farm 

transition planning.  The few studies that have been conducted reveal that farmers were 

not planning at all or were not planning adequately; thus, preventing them from achieving 

their goals.  There have been no studies that examine Virginia farmers’ preparedness for 

retirement, their perception of their preparedness for retirement, or the estimated amounts 

that they have contributed to specific retirement accounts.  These issues need to be 

examined to determine where Virginia farmers’ retirement plans are failing or 

succeeding.  This newfound information could then be used to advise other Virginia 

farmers who are working on their retirement and farm transition plans. 

 As Virginia farmers approach their retirement years, retirement and farm 

transition issues need to be addressed.  With a short time horizon, farmers have less time 

to allow their investments to grow.  This may result in less money saved for retirement 

living expenses, or the forced sale of farm assets to meet living needs.   Due to these 

constraints, Virginia farmers may not have amassed sufficient funds to maintain their 

quality of life during their retirement. 

Purpose Statement and Objectives 
 

The purpose of this study is to examine Virginia farmer retirement and succession 

planning so that programs can be developed to help farmers prepare for retirement, 

provide information necessary to help financial professionals to advise farmers from a 

financial aspect, and educate young farmers on the importance of retirement and 

succession planning at an earlier age.  Through this study new policies could also be 

developed as incentives for farmers to plan for the farms’ and their future.  
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The objectives of this study are to: 

1. Determine common demographics among Virginia farmers who are planning 
for retirement or semi-retirement versus those farmers who are not planning 
on retiring from the farm operation. 

 
2. Determine the amounts that Virginia farmers have invested in qualified and 

non-qualified retirement accounts and the regular contributions made to those 
accounts. 

 
3. Determine the common demographics among Virginia farmers who are 

planning to transfer their farm to a successor versus those farmers who are not 
planning on transferring the farm to a successor. 

 
4. Determine the planning efforts of Virginia farmers who are planning to 

transfer their farm to a successor. 
 

5. Determine common professionals and sources consulted when Virginia 
farmers are planning for retirement, semi-retirement, or farm transfer. 

 
6. Determine the factors that have influenced Virginia farmers to start planning 

for their farms’ transfer. 
 

7. Determine the level of retirement preparedness of Virginia farmers and then 
compare it to their perception of their preparedness. 
 

Hypotheses 
 

Hypotheses for this investigation include: 

1. Virginia farmers who have obtained higher education, a higher income level, a non-
farm job, a higher-leveraged farm, a higher net worth, identified a successor for the 
farm, and are in a higher marginal tax bracket are more likely to be preparing for 
retirement/semi-retirement, and farm transfer. 

 
2. A positive correlation exists between retirement planning and succession planning. 
 
3. Virginia farmers who are planning to either semi-retire or fully retire and perceive 

themselves to be prepared for retirement are more likely to be prepared for 
retirement.  

 
4. Virginia farmers are not utilizing available qualified retirement vehicles to plan for 

retirement. 
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Significance of the Study 
 

The study will help financial planning professionals, academia, and Virginia 

farmers gain a better understanding of retirement and farm transfer planning.  With the 

data gathered from this study, retirement motivation and preparedness will be identified, 

as well as the motivations for succession planning.  The results may assist professionals 

and academia to take action to help farmers better prepare for retirement and farm 

transition. 

With a stronger understanding of how Virginia farmers are planning for 

retirement and farm transition, professionals will be able to address issues that are 

keeping farmers from achieving their goals.  Professionals will also be able to improve 

their advising techniques to better serve Virginia farmers.  Financial planning 

professionals will be able to relate to their farm clients more effectively, and provide 

advice more suitable for the farmer’s goals. 

Academia (teaching, research, and extension) will gain valuable information on 

the retirement and succession planning process of Virginia farmers.  This may enable 

academia to teach the agricultural students and farm producers how to better address 

retirement and farm succession planning.  Therefore, future generation farmers will be 

prepared to make better decisions than present farmers that will benefit the farm, their 

heirs, and themselves. 

Those Virginia farmers who are currently facing retirement and farm transfer 

issues will benefit from this study by learning from what their peers are doing to prepare 

for each situation.  Knowing that other farmers have used certain vehicles to achieve their 
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goals and have been successful will build confidence in those farmers who are currently 

encountering planning problems. 

This study may also lead to new policy implementation.  From this study, officials 

and policymakers will learn where Virginia farmers need assistance in their retirement 

and farm transfer planning process that may consequently lead to new policy 

development, such as incentive-based savings programs, which will encourage farmers to 

start planning.  

Variables 
 
Preparedness for retirement. 
Calculated preparedness for retirement is defined as currently investing the 
minimum amount of funds required to achieve retirement goals based on the 
desired age of retirement and the length of retirement of the farmer.  Assessed 
with questions 23, 24, 25, 26, 34, 35, 36, 38, 40, and 45 from the survey in 
Appendix A. 

 
Perception of preparedness for retirement. 
Perception of the farmer’s preparedness for his or her retirement is determined by 
the farmer’s belief that his or her current level of savings will ensure that his or 
her retirement goals are achieved. Assessed with question 44 from the survey in 
Appendix A. 

 
Retirement planning. 
Retirement planning is determined by the whether the farmer is currently making 
regular contributions to accounts that are specifically intended to save for 
retirement.  Assessed with questions 21, 28, 32, 33, 34, and 35 from the survey in 
Appendix A. 
 
Succession planning. 
Planning for the farm’s succession will be determined by whether the farmer has 
chosen a successor, if the farmer has consulted a professional to help with the 
transition process, and which issues have influenced the farmer to start to consider 
succession planning.  Assessed with question 13 from the survey in Appendix A. 
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Definitions 
 

Farm.  “Any place from which $1,000 or more of agricultural products (crops and 
livestock) were sold or normally would have been sold during the year under 
consideration” (Durst, at al., 2001, p. 10). 
 
Retirement.  “The formal end of employment and the beginning of life without of 
a job” (McDonald & Wanner, 1990, p. 4) 
 
Semi-Retirement.  Work-related responsibilities, such as labor, management and 
ownership, are reduced during the retirement period. 
 
Retirement Living Needs.  Expenses, such as housing, groceries, transportation, 
medication, travel, and entertainment that people will incur during their retirement 
years. 
 
Successor.  The person(s) who will take over the farm operation when the current 
owner decides to hand over ownership and management responsibilities. 
 
Intergenerational Transition.  The gradual transfer of ownership and management 
responsibilities from the older generation to a younger generation. 
 
Farm Transfer.  The exchange of ownership of the farm from one person to 
another person. 

 
Qualified Retirement Plan.  A retirement investment that meets requirements of 
the Internal Revenue Code and as a result, is eligible to receive certain tax 
benefits. These plans must be for the exclusive benefit of employees or their 
beneficiaries. Such plans are described below (Investopedia 2004).  
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Table 1 
 

Definitions of Specific Retirement Vehicles and Qualified Retirement Plans 
 
Retirement 

vehicle/ 
qualified 

plan 

Description 

Traditional 
IRA 

An IRA that is not a Roth IRA or a SIMPLE IRA. Individual taxpayers 

under age 70 ½ are allowed to contribute 100% of compensation (self-

employment income for Sole proprietors and partners) up to a specified 

maximum dollar amount to their Traditional IRA. Contributions to the 

Traditional IRA may be tax-deductible depending on the taxpayer's 

income, tax-filing status, and coverage by an employer-sponsored 

retirement plan. 

Roth IRA An individual retirement plan that bears many similarities to the 

Traditional IRA. Contributions are not tax deductible, but qualified 

distributions are tax-free. A qualified distribution is one that is taken at 

least five years after the taxpayer established his/her first Roth IRA and 

when he/she is age 59½, disabled, or using the withdrawal to purchase a 

first home (limit $10,000), or deceased (in which case the beneficiary 

collects). 

 

    

http://www.investopedia.com/terms/t/
http://www.investopedia.com/terms/r/
http://www.investopedia.com/terms/r/
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Table 1 (continued) 
 
Retirement 

vehicle/ 
qualified 

plan 

Description 

SIMPLE-
IRA 

A retirement plan that may be established by employers, including self-

employed individuals. The employer is allowed a tax deduction for 

contributions made to the SIMPLE. The employer makes either matching 

or non-elective contributions to each eligible employee's SIMPLE IRA 

and employees may make salary deferral contributions.  This IRA is very 

similar to a 401(k) plan, but for self-employed businesses. 

Simplified 
Employee 
Pension Plan 

A type of retirement plan that an employer can establish, including self-

employed individuals. The employer is allowed a tax deduction for 

contributions made to the SEP Plan. The employer makes contributions 

to each eligible employee's SEP IRA on a discretionary basis. 

401(k) A qualified plan established by employers to which eligible employees 

may make salary deferral (salary reduction) contributions on a post 

and/or pre-tax basis. Employers may make matching or non-elective 

contributions to the plan on behalf of eligible employees and may also 

add a profit sharing feature to the plan. Earnings accrue on a tax-deferred 

basis. 

 

    

http://www.investopedia.com/terms/s/
http://www.investopedia.com/terms/s/
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Table 1(continued). 
 
Retirement 

vehicle/ 
qualified 

plan 

Description 

403(b)  A 403(b) plan, also known as a tax-sheltered annuity (TSA) plan, is a 

retirement plan for certain employees of public schools, employees of 

certain tax-exempt organizations and certain ministers. Individual 

accounts in a 403(b) plan can be any of the following types: 

- An annuity contract, which is provided through an insurance company, 

- A custodial account, which is invested in mutual funds or 

- A retirement income account set up for church employees. 

Generally, retirement income accounts can invest in either annuities or 

mutual funds. 

457 Plan A non-qualified, deferred compensation plan established by state and 

local governments and tax-exempt governments and tax-exempt 

employers. Eligible employees are allowed to make salary deferral 

contributions to the 457 plan. Earnings grow on a tax-deferred basis and 

contributions are not taxed until the assets are distributed from the plan. 

Keogh A defined-benefit plan or defined-contribution plan established by a self-

employed individual for him/herself and his/her employees. 

Annuity A series of fixed-amount payments paid at regular intervals over the 

specified period of the annuity. 

 
Note.  From Investopedia, retrieved on November 29, 2004 on the World Wide Web: 

http://www.investopedia.com/terms/q/qrp.asp  

    

http://www.investopedia.com/terms/1/
http://www.investopedia.com/terms/1/
http://www.investopedia.com/terms/1/
http://www.investopedia.com/terms/1/
http://www.investopedia.com/terms/a/
http://www.investopedia.com/terms/q/qrp.asp
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State of the Economy 
 

The last ten years have been a roller coaster ride for the United States’ economy.  

As the nineties came to a close the economy was thriving.  The stock market (as 

measured by the Dow-Jones Industrial Average (DJIA)) was threatening to break 12,000, 

the unemployment rate was at a five-year low, housing starts were continuing to rise, and 

Virginia farmland value was constantly increasing.  Reality abruptly set in during the 

second quarter of 2000.  Since then, the economy has been attempting to recover.  It has 

been a slow process, but experts are optimistic about the country’s economic future 

(Wilker, 2005). 

The recession came as a shock to many US citizens, but there were several 

indicators that should have been regarded as seen in Appendix A.  The indicators that 

should have been observed include capacity utilization, the unemployment rate, the long-

to-short term debt yield ratio, and the leading economic indicator.  Each of these 

economic indicators forecasted an oncoming recession.  Interestingly, though, while these 

economic indicators foreshadowed uncertain times ahead, other common economic 

indicators, such as housing starts, land value, and the stock market continued to prosper. 

From January 1995 to January 2001, the capacity utilization level slowly declined 

from 84.8% to 79.3% indicating unused production capacity, possibly due to capital 

expansion, however, during that same time period the unemployment rate dropped from 

5.6% to 3.9% (The Federal Reserve, 2005; Bureau of Labor Statistics, 2005).  These 

changes conflict with each other because as production decreases unemployment should 

increase, but instead the unemployment rate also decreased during this time period.  After 
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January 2001, the capacity utilization continued to steadily drop while the unemployment 

rate slowly rose, pointing to an oncoming recession.   

Between 1995 and 2001, the long-to-short term debt yield ratio remained below 

2.0 as seen in Table 2 (The Federal Reserve, 2005).  With long term debt in greater 

demand than short term debt, the conservative investment sector was expecting 

recessionary times in the near future.  With the long-to-short term debt ratio less than 2.0 

since 1995, this continual level indicated an approaching economic recession.  

The leading economic indicator (LEI) also foreshadowed an oncoming recession 

(Global Indicators, 2005).  Up until 2000, the LEI maintained a positive trend. There 

were a few months when the LEI either did not change or it dropped slightly, however, 

the following months typically resulted in an upward movement.  During 2000, the LEI 

dropped seven months, remained constant four months, and made only one positive 

movement during December.  There were two significant times during 2000 in which the 

LEI dropped more than 0.3 of one percent for three consecutive months.  The first time 

occurred in January 2000 when the LEI dropped 2.3 points from 108.7 in December 1999 

to 106.4.  The LEI held constant for one month and then dropped another 0.4 of one 

percent for two consecutive months.   The second occurrence during 2000 started in July.  

The LEI dropped 0.3 of one percent from June to August, it held constant for September, 

and then decreased another 0.4 of one percent during October and November.  Then 2001 

followed with erratic gains and loses, with a significant two-month decline from July to 

September in which the LEI dropped 0.7 of one percent ending in a recession.  While 

capacity utilization, the unemployment rate, the long-term-to-short-term debt ratio and 
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the leading economic indicator signified an approaching recession, other economic 

indicators demonstrated continued confidence in the US economy. 

The indicators that demonstrated room for continued growth in the economy 

included housing starts, land value, and the stock market.  Between 1995 and 2005, 

housing starts have failed to indicate any signs of an oncoming recession.  In 1995, the 

housing starts were at their lowest point (1.249 million) during the last decade (U.S 

Census Bureau, 2004). Since then, levels have slowly, but constantly risen. During 2000, 

housing starts ranged between 1.463 million and 1.737 million, while in 2001 they ranged 

from 1.54 million to 1.67 million, indicating a healthy economy. Specifically for 

Virginia, farmland values have consistently increased each year from $1,720 per acre in 

1995 to $2,700 per acre in 2003 (National Agricultural Statistics Services, 2003).  

Although the stock market did not increase each year from 1995 to 2000, it was thriving 

until mid-2000.   The Dow-Jones Industrial Average did not show any significant signs at 

this time, but the continual losses in the market were followed only by small recoveries.  

It was finally after the terrorist attacks in September 2001, that the Dow-Jones Industrial 

Average  fell 1,102.19 points in one month to 8847.56 (Yahoo Finance, 2005).  Prior to 

the attacks, the stock market was experiencing a bull market with investors aggressively 

investing because of their optimistic outlook for the stock market’s future.  The stock 

market never reached 12,000 points as it had threatened and it never reacted to the 

underlying economic indicators that were pointing toward a recession. It finally 

responded after the September 11th attacks. 

Since the terrorist attack on September 11, 2001, the US economy has been 

attempting to recover.  The recovery rate has been very slow and during the process there 
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have been minor downturns.  However, since the third quarter of 2003 the economy has 

begun to regain strength.  The recovery period has been a period of slow and conservative 

growth.  The indicators that had shown signs of recession and the indicators that reacted 

after the terrorist attacks are now regaining strength and returning to the level of a normal 

economy.  Capacity utilization has slowly grown from 75% to 79.2% in December 2004, 

while the unemployment rate has ranged between 4.34% and 5.46% during 2003 and 

2004.  The stock market has also begun to make a slow recovery.  When the economy 

went into a recession the market changed from a bull market to a bear market resulting in 

conservative investing approaches that have slowly returned the DJIA to 10,489.94 points 

in January 2005.  As before the recession, housing starts and land values have continued 

to increase.  The last ten years have been unique with the first attack on US soil in 50 

years, the lowest interest rates since 1958, and record highs in the stock and real estate 

market. 

Agricultural Economy 

The period of study 1999 to 2003 was characterized by modest U.S. economic 

growth, slow foreign growth, moderate inflation, low interest rates and the impact of a 

continued strong U.S. dollar. U.S. agriculture is largely affected by these domestic and 

international economic conditions. 

Data obtained from the Economic Research Service of the U.S. Department of 

Agriculture revealed that the agricultural sector’s net contribution to the national 

economy rose from $92 billion in 2000 to $98.9 billion in 2003. Average net cash farm 

income, which includes farm and non-farm income, increased to $13,794 in 2003 from 

$11,175 in 2000.  The rise in net cash farm income is largely brought about by large 
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government payments and sizable amounts of off-farm income. Farmers received an 

annual average of $15.1 billion in direct payments for 1998-2003, up from only $8.8 

billion average during 1990-1997. 

Data from Agricultural Prices, a monthly publication by United States 

Department of Agriculture (USDA) National Agricultural Statistics Service, reported for 

the period 2000 to 2002, average annual prices received by farmers for major crops 

increased with the exception of rice, cotton and grapefruit. Prices of livestock, on the 

other hand generally decreased. 

As shown in Table 2 interest rates have been persistently low since 2001. The 

largest declines took place in short-term rates. Data taken from the Agricultural Income 

and Finance Outlook for 2003, a publication of the U.S. Department of Agriculture, 

revealed that short-term prime rates fell to 4.67 percent in 2002 from 8 percent in 1999. 

One-year treasury notes declined to 2 percent from 5 percent in the same period. On the 

same note, long-term treasuries fell from 5.65 to 4.61 percent from 1999 to 2002. As a 

result, agricultural loan rates achieved their lowest levels in this period. 

The low-level interest rates kept agricultural loan portfolios robust. Data taken 

from the same source revealed that total farm business debt at year-end 2002 stood at 

$201.0 billion, up 14 percent from its 1999 level. During this period, commercial banks 

remained the largest holders of agricultural debt (40.53%), followed by the Farm Credit 

System (27.81%), individuals and others (21.37%), life insurance companies (6.32%), 

and USDA’s Farm Service Agency (3.98%). 

Another effect of the low interest rate environment was to increase farm real 

estate values. In Virginia, farmland value has steadily increased since 1995. The increase 
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in farm real estate value is largely driven by non-farm investors investing in farmland, 

strong government supports, tax laws that encourage investment in real estate and low 

interest rates. 

Another important factor affecting the agricultural economy is the value of the 

U.S. dollar. One measure of the value of the U.S. dollar is the broad index. The 

Federal Reserve defines the U.S. dollar broad nominal index as the weighted average of 

the foreign exchange values of the U.S. dollar against the currencies of major U.S. 

trading partners. The real index is the price-adjusted nominal index. Data gathered from 

the Federal Reserve Statistical Release show that the real broad index for the U.S. dollar 

peaked in 2002 at 111.30. By 2003, the same declined to 104.60 and is expected to fall 

further to 99.90 by 2004. 

Compared to other exports, agricultural exports are generally more sensitive to the 

movements of the dollar given the continued threat of exports from other countries. 

According to data gathered from the Economic Research Service of the U.S. Department 

of Agriculture, agricultural export volume over the last 30 years has accounted for 20 to 

30 percent of the total volume of U.S. farm production. Since 1996, the U.S. agricultural 

exports averaged 22 percent of total agricultural production based on volume, and has 

since remained at this level. As a percentage of total exports, the dollar value of 

agricultural exports stood at 18 percent in 2002. The United States is the top exporter of 

agricultural products in the world, exporting $56.2 billion in 2003. As of 2003, the top 

agricultural exports are soybeans, feed grains, live animals and wheat. From 

1990 to 2000, the top five importers of U.S. agricultural products were Japan, the 

European Union, Canada, Mexico, and South Korea, respectively. 
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According to the Agricultural Income and Finance Outlook, published by the 

USDA in 2003, stronger domestic and international growth, following the economic 

slowdown in the previous years, makes the outlook for U.S. agriculture quite optimistic. 

U.S. agriculture is seen to benefit from the expected weakening of the U.S. dollar in the 

following years. Amidst competition from other countries, improving economic growth, 

particularly in developing countries will propel the growth in global consumption and 

trade, U.S. agricultural exports, and farm commodity prices. Likewise, an increase in 

domestic demand will increase the demand for agricultural commodities. 

With the growth of U.S. agriculture, comes the growth of agribusinesses. As 

farms begin to grow in terms of both production and sales, there is greater need for a 

deeper understanding of factors that will strengthen the viability and profitability of U.S. 

farms. 

Farm Credit System 

The Farm Credit System is a nationwide network of cooperative lending 

institutions that provides credit and financial services to agricultural and rural 

communities. The Farm Credit System has over half a million customers borrowing more 

than $61 billion in loans. 

The system was created in 1916 by an act of Congress and is the largest single 

provider of agricultural credit in the United States.  The Farm Credit System has over $90 

billion in total assets.  It is not its size, but the way The Farm Credit System deals at a 

local level employing hometown people who know their business, communities, and 

customers. 
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Unlike commercial banks, The Farm Credit System does not take deposits.  Funds 

are raised by selling system-wide bonds and discount notes in the securities market. The 

profits are channeled through Farm Credit System banks, associations, and thus 

ultimately to the customers involved in agriculture and agribusiness in the form of 

patronage refunds. 

Three local Farm Credit offices supported this study.  The offices included Valley 

Farm Credit, Colonial Farm Credit, and Farm Credit of the Virginias.  Valley Farm 

Credit serves the Shenandoah Valley, Colonial Farm Credit serves Richmond and the 

eastern part of Virginia, while Farm Credit of the Virginias serves the remaining areas of 

Virginia.   

Summary  

This chapter discussed the issues Virginia farmers have  faced and  are currently 

facing as they plan to retire and transition the farm.  These issues first need to be 

addressed to justify the purpose of this study.  In the next chapter, studies that have 

researched some of the same issues will be discussed. 
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Literature Review 
 
Introduction 

A limited number of studies have examined farmers’ preparation for retirement and 

farm succession strategies.   A few studies have examined demographics, strategies, and 

professional consultation associated with farmer retirement planning and farm transition 

planning but, little has been done to examine financial preparedness for retirement within 

the agriculture arena. 

As one of the major objectives of this study, not only will financial preparedness for 

retirement be examined, but it will also be compared to the respondents’ perception of 

their preparedness.  This study differs from previous studies mainly through it’s focus on 

whether Virginia farmers are preparing for retirement and farm succession, if current 

strategies will ensure that retirement goals are achieved, and whether Virginia farmers’ 

perception of their current strategies will ensure that they are prepared for retirement.  

A smaller percentage of Virginia farmers, 54 percent, as compared to the U.S. 

national average in 2002 of 57.5 percent, consider farming their primary occupation 

indicating they have turned to off farm employment for supplemental income (National 

Agricultural Statistics Service, 2002).   Off farm employment offers additional 

opportunities for farmers to save for retirement, with access to these additional avenues 

Virginia farmers are more inclined to consider retirement and actually save for retirement 

as compared to other US farmers.  This study focuses on determining common 

demographics associated with Virginia farmers who are planning for retirement and farm 

succession.   
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Retirement Planning 

M. J. Turner surveyed Arkansas farmers on their attitudes and behavior toward 

retirement planning, and the demographics and health issues that impact retirement 

planning (Turner, 1993).  Turner used regression analysis to determine which 

demographic variables were predictors of sources of income during retirement. Turner’s 

study found that the majority of Arkansas farmers were not planning for retirement.  The 

major demographic that was associated with farmers who were planning for retirement 

was level of income.  This was the first study to investigate farmers’ behavior and 

attitude toward retirement planning.  Turner’s study found that the lack of retirement 

planning among farmers was similar to the findings in similar studies investigating non-

farm workers.  Turner briefly touched on succession planning, but only through asking 

questions about estate planning.  Estate planning can be considered part of succession 

planning; however, it is also an integral part of retirement planning which was the main 

focus of Turner’s investigation. 

In 2001, Sharon DeVaney of Purdue University developed a qualitative study in 

which she contacted 40 farmers across the United States to discuss how they were 

planning for retirement and farm succession (DeVaney, 2001).  DeVaney’s study mainly 

focused on the general aspects of farmer’s plans for retirement.  There was no discussion 

of the farmers’ retirement investing style, or farm transition planning.  One major focus 

of DeVaney’s study, which will not be part of this study, was the farmers’ health status 

and how it had influenced the farmer’s decision to retire.  DeVaney found farmers’ health 

was a significant influence on the farmers’ decision to retire.  DeVaney’s study revealed 

that most farmers were not planning to completely retire.  However, those farmers with 
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declining health were being forced to completely retire because they could not complete 

the required tasks to keep the farm properly functioning.  DeVaney inquired about the 

farmers’ source of off-farm income, which is generally associated with farmer retirement 

planning.   

After DeVaney completed her national survey, Mishara, Johnson, and Morehart 

completed a more in-depth national survey in 2003.  This study not only examined farmer 

retirement plans, but also farm succession plans.    Data from the 2001 Agricultural 

Resource Management Survey was used to conduct this study.  In this study 

demographics of the farmers who were retired or planning to retire were examined 

including their geographical location, the commodities they produce, the amount of land 

they owned and operated, and their plans for the farm operation after retirement.  From 

this study they found that the average farmer who is planning to retire was 62 years old, 

had a primary non-farm occupation which was the main source of income for the farm 

household, had a higher net worth and owned more land than the average farm 

household, and planned to either rent the land or sell the farm operation upon retirement.   

Those farmers planning to retire were mainly located in the Northern Great Plains and the 

Southern Seaboard.  In conclusion to this study, the researchers project that a large 

portion of the 87 million acres owned and all the 46 million acres rented by farmers 

planning to retire will come available in the near future which could alter the way US 

farms are operated and structured. 

Andrew Errington (1992) investigated English farmer retirement planning strategies 

and attitudes.  In this study, Errington researched the sources the English farmers were 

using to finance their retirement and who the farmers were consulting for retirement 
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advice. Errington also examined semi retirement plans and whether the farmers planned 

to move from their current house at retirement.  One topic he did not address was whether 

the English farmers planned to sell the farm for a source of retirement funding.  In 

addition to investigating English farmers’ long term retirement plans, Errington also 

focused on the emotional side of retirement.  In his study he gathered data about what the 

farmers would miss once they retired and what they would be most pleased to give up at 

retirement.  Errington found that the majority of the English farming population was 

planning to “move into some form of semi-retirement” and upon retirement they also 

were planning to move from their current home to another home in the same locality 

(Errington, 1992, p. 52).  The respondents expected to receive income from the self-

employed or private pensions that they were currently contributing to fund their 

retirement or semi-retirement.  The English farmers were most likely to consult an 

accountant for help with planning for retirement; however, bank managers and solicitors 

were also approached for consultation.  Errington found that the farmers most miss 

working with the livestock and the independence associated with being a farmer, 

however, farmers reported that they would not miss the challenges of farming such as 

“long, unsocial hours often worked in bad weather” (Errington, 1992, p.57).  Errington 

concluded that although the English farmers have a strong knowledge of financial basics 

there are still opportunities to educate the farmers to ensure a financially secure 

retirement. 

In 2002 the Virginia Department of Agriculture and Consumer Services (VDACS) 

developed a survey to determine the trends of Virginia farmers planning for retirement 

and farm transfer (White, Nottingham, & Cook, 2004).  White, etal., also investigated 
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statistics on sources of income during retirement, living situation during retirement, estate 

planning and farm transfer.  The results from the survey briefly discussed that most 

Virginia farmers are not planning their farm’s succession.  The survey did not focus on 

the specific accounts that farmers are investing in to achieve their retirement goals or 

calculate whether the farmers’ current strategies ensure their preparedness for retirement.  

Farm Transition Planning 

Errington also conducted two studies that focused on farm succession and 

inheritance.  The studies are very similar except that the first study (1997) focuses on 

English and French farmers who are transferring their farm, whereas the second study 

(1998) examines Canadian farmers’ methods for intergenerational transfer and compares 

them to the first study. In both studies Errington examined successor identification and 

the transfer process.   In the first study Errington sought to determine a common transfer 

process of the family farm among English and French farmers.  Errington developed a 

survey which he sent to 1,269 English farmers and 5,231 French farmers. Errington found 

that French farmers retire earlier than English farmers and they are more likely to fully 

retire than English farmers.  Upon further investigation, Errington discovered that the size 

of the farm influenced the English farmer’s decision to semi-retire or fully retire.  English 

farmers tend to identify their successors earlier than French farmers, however, the 

succession process is more rapid in France compared to England.  

Interestingly, both countries follow a similar five-step succession process.  In the 

first step the successor is responsible for technical decisions such as “day-to-day planning 

and organization of work” including which equipment to purchase and use on the farm 

(Errington, 1998, p. 129).  In the next step the successor makes long-term strategic plans 
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such as expanding the farm to include an additional enterprise.  Employment and 

management decision making came next for the successor, which is then followed by 

financial management decision making.   Financial management decision making 

includes negotiating prices for farm products and obtaining loans.  In the final step, the 

successor assumes the responsibility of paying the bills.  This final step is a significant 

step for successors in both France and England because the former generation is giving 

up all control of the farm.  The later financial decisions, in some cases, were not assumed 

until the first generation passed away.    

In the second study which builds on the first study, but includes data from Canada, 

Errington found that Canadian successors were more likely than the English and French 

successors to gain experience and knowledge through formal education or running their 

own farm before returning home to inherit the family farm compared to. Errington found 

that the succession process in Canada was very similar to the succession process found in 

France and England.  Even though each country followed a similar transition process, the 

rate differed between countries.  Because most English farmers semi-retire they have the 

slowest transition process and experience a long retirement period compared to French 

farmers.  The rate of the intergenerational transfer process for Canadian farmers fell in 

between the English farmers and the French farmers.  From both these studies Errington 

concluded that the intergenerational transfer process is very similar among countries, 

however the rate can differ depending on social norms.  He identified a need for 

discussion of intergenerational transfer in the classroom and continued education 

opportunities to help farmers through the succession process.  
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Michael Duffy of Iowa State University conducted a study examining Iowan farmer 

succession strategies and retirement planning in 2000 (Baker & Duffy, 2000).  With the 

assistance of Iowa State University’s Beginning Farmer Center and Iowa Agricultural 

Statistics Service, Duffy developed a survey sent only to Iowa farmers.  The main focus 

of Duffy’s investigation was to gain a better understanding of how Iowan farmers were 

planning for retirement and farm succession.  The goal of the study was to “surface the 

most pressing issues regarding retirement and farm succession” (Baker & Duffy, 2000, p. 

2).  The survey developed for Duffy’s study was modeled after Errington’s survey on 

farm succession in England, France, and Canada (Errington, 1998).  Duffy examined 

which methods farmers were employing to help them achieve their retirement goals; 

however, he did not analyze the specific retirement accounts that the farmers were 

utilizing or the investing strategies of the farmers.  Duffy found that Iowa farmers are not 

seeking professional help for transition planning and are relying heavily on government 

support during their working years.  He concluded that if Iowa farmers continue on their 

current path then transition planning issues will only intensify, warranting further 

research in farmer succession planning. 

Theoretical Framework 

The underlying theoretical framework for this study is the decision making process 

model developed by Ruth E. Deacon and Francille M. Firebaugh (1998).  This model is 

useful in analyzing the decision making process for a wide variety of decisions.   

This model states that there are three aspects to the decision making process.  Those 

aspects are (1) Inputs, (2) Throughputs and (3) Outputs as shown in Figure 1.  Inputs 

relate to the demographic factors and life experiences that may influence a decision.  
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Inputs may include age, overall education level, net worth, income level, number of 

dependents, personal experiences, others’ experiences, and environmental influences.  

Throughput is known as the process in which inputs are transformed into outputs.  This 

may take place in the form of quantitative and/or qualitative analyses.  During the 

throughput process resources such as professionals and literature are consulted to assist in 

the analysis to produce the final decision. Outputs represent the outcomes of the decision 

making process.   

For this study the main decisions will be: 

- VA farmers’ decision to start planning and investing for their retirement 

- VA farmers’ decision to utilize qualified retirement vehicles for their retirement 

plan 

- VA farmers’ decision to start the farm transition planning process 

Summary  

The literature review revealed studies that have started to scrutinize farmers’ 

plans for retirement and farm succession.  However, it demonstrates need for continued 

research in the area.  The next chapter explains how this study was conducted and gives 

an explanation about the sample surveyed.  
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Methods 
 

Introduction 
 Few studies have been completed to assess farmer retirement planning and farm 

transition planning.  The few studies that have been conducted reveal that farmers were 

not planning at all or were not planning adequately; thus, preventing them from achieving 

their goals.  There have been no studies that examine Virginia farmers’ preparedness for 

retirement, their perception of their preparedness for retirement, or the estimated amounts 

that they have contributed to specific retirement accounts.  These issues need to be 

examined to determine where Virginia farmers’ retirement plans are failing or 

succeeding.   

Research Design 
 

A quantitative survey design was used to collect the desired data.  A survey was 

used in this study because it is an effective means of collecting a large amount of data 

from a single subject.  The survey allowed for the examination of a sample of Virginia 

farmers and generalization for the overall Virginia farm population.   

Sample 
 

The population of interest in this study is the Virginia farmer.  There are currently 

47,600 farms in Virginia (VDACS, 2003).  High costs would be incurred to survey the 

entire population.  Hence, a sample of Virginia farm producers was surveyed. The Farm 

Credit System’s customer database of 10,000 agricultural borrowers in Virginia was used 

as the sampling frame. 

The sample consisted of 2,000 randomly-selected Virginia farmers within the 

Farm Credit agricultural borrower database.  A single-stage sampling procedure was 

followed.  
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The study sample only included the Virginia farmer who borrows money from the 

Farm Credit System for agricultural purposes rather than the rural homeowner or country 

living borrowers.  Farm Credit System covered the cost of copying and mailing the 

surveys. 

Instrumentation 
 

The 59-item survey instrument (Appendix B) was developed to test the 

hypotheses. There were three major areas in the survey instrument; demographics, 

transition planning, and retirement planning.  Each section consisted of a combination of 

categorical questions, Likert-scale questions that were based on a scale from “strongly 

encouraged” to “strongly discouraged”, and open-ended questions.  Multiple-choice 

questions were used to gather information about the Virginia farmers’ strategies 

regarding retirement planning and future succession planning.  The Likert-scale questions 

were used to determine the factors that influenced Virginia farmers’ decisions.  The open-

ended questions were included to gain a better understanding of the farmer’s plans and 

the factors that influenced the farmer’s decisions.   

This survey instrument was reviewed and critiqued by several professionals in the 

agricultural finance arena to ensure the content validity of the instrument.  The survey 

was pilot tested on a group of six agricultural producers who were not included in the 

sample of this study.  The instrument was modified to incorporate the results of the pilot 

test and sent to the Farm Credit sample. 

Data Collection 
 

The survey questionnaire was mailed to 2,000 Virginia farmers November 30, 

2004.  A letter of introduction (Appendix C) and a postage-paid return envelope was 
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provided.  Farmers were requested to send the survey directly back to Virginia Tech for 

data entry after completing it.  The survey was also made available on-line through the 

survey website Virginia Tech hosts 

(http://survey.vt.edu/survey/entry.jsp?id=1099362775149).  The online version of the 

survey has a password to prevent outside influence on the data.  There were no responses 

to the online version of the survey.  The data was entered into a Microsoft Excel 

worksheet for initial analysis.   

The respondents were given two months to respond to the survey.  The response 

period ended on January 31, 2005.  There were no reminders sent to the subjects during 

the two-month response period.  As surveys were returned, data were entered into an 

Excel template.  There are 261 responses to the mailed survey.  A 13.05 percent response 

rate is reasonable since no additional reminders were mailed and the survey requested 

financial information.   

Non-response bias will be addressed once all surveys have arrived.  Non-response 

bias could arise if respondents are not comfortable answering questions about their 

financial situation or they do not want to think about planning for retirement and the 

farm’s succession.  If only those farmers comfortable responding to the survey questions 

return the survey then the non-response bias will be addressed in the discussion as a 

limitation. 
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Limitations 

A major limitation of this study is the sample base.  Access to the sample was 

obtained through the Farm Credit System; therefore, the farmers examined in this study 

are only those clients of Farm Credit, which may not fully represent the Virginia farming 

population.   

 The 87 percent non-response rate for this survey raises concerns as to how well 

the sample reflects the population of Virginia farmers.  With a higher response rate,  the 

population may have been better represented, allowing the results to be generalized 

across the Virginia farmer population.  

Data Analysis and Procedure 
 

The data set contained on the Excel worksheet was imported into Minitab to 

facilitate statistical analyses.  Sample means and standard deviations are reported to 

provide a clear description of the results.  Primary analysis consists of correlations and 

chi-square tests to examine the data for strength of relationship between factors.   

Characteristics of Survey Sample 
 
 Of the 2000-farmer sample, 261 completed surveys are relatively representative 

of the Virginia farmer population.  The age group breakdown is shown in Figure 2.  The 

average age of the 257 respondents who indicated their age is 54 years. This is slightly 

younger than the average age of a Virginia farmer which is 57 years old (VDACS, 2003).  

However, the largest percentage of the surveyed population in the age range of 50 to 59, 

this sample is a realistic representation of the average age of the Virginia farmer. 
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40-49 years
24%

50-59 years
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60-69 years
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30-39 years
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3%70 years and 

greater
10%

 
Figure 2.  Age Breakdown of Survey Respondents (n=257). 

 
 Of the respondents, the majority of the primary operators are male and married 

(87.31%). A small portion of the sample is divorced (5.77%).  Five percent are single, 

while 2.31 percent are widowed.  The primary operator has on average 2.91 dependents 

(SD=1.45).  The respondents are fairly representative of the Virginia farming population.  

Virginia Department of Agriculture and Consumer Services reported only 14 percent of 

farm operators are female and U.S. Census Bureau indicated that 55.7 percent of 

Virginians are married (VADCS, 2003 and U.S. Census, 2000).   

 The education level of the respondents is slightly higher than the Virginia average 

education level.  Thirty-four percent of the respondents have a bachelor’s degree or 

higher, while only 24.4 percent of Virginia residents age 25 and older have a bachelor’s 

degree or higher (U.S. Census Bureau, 2000).  Ninety-two percent of the respondents 

graduated from high school when only 80.4 percent of Virginians 25 and older have 

graduated with a high school degree.  Interestingly, the operators’ spouses have a slightly 
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higher education level.  Forty-three percent of the spouses have obtained a bachelor’s 

degree or higher education. 

 Off-farm employment is not common among the sample group.  Sixty-eight 

percent of the surveyed primary operators do not have off-farm employment while only 

45 percent of Virginia farmers do not have off-farm employment (National Agricultural 

Statistics Service (NASS), 2002)  Rather it is the majority of spouses (51.01%) who have 

a form of off-farm employment.  In comparison to the primary operator, 36.36 percent of 

spouses have full-time jobs off the farm where as only 18.62 percent of primary operators 

have full-time, off-farm employment.   

One hundred-one primary operators indicated that they had some form of off-farm 

income with the average farmer earning $41,237.62 annually in off-farm income.  The 

average off farm income for spouses of primary operators is $37,733.05.  The salary 

ranges for both primary operators and their spouse can be seen in Figure 3. 

 
Figure 3.  Annual gross salary ranges for surveyed Virginia primary operators (n=101) 
and their spouses (n=118). 
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Since most of the primary operators did not work off the farm, the farm was the 

primary source of income.  As the main source of household income, the majority of 

respondents (79.92%) consider their farm a full-time operation.  Only 14.57 percent of 

farms are lifestyle farms or farms that are not depended upon for income.  An even 

smaller percentage (5.51%) are considered part-time farms which are depended upon to 

supplement household income.  Fifty-four percent of Virginia farmers consider their farm 

operation their primary occupation (VDACS, 2003) 

The average farm size in Virginia is 181 operated acres (VDACS 2003).  The 

surveyed sample has a much larger average farm size.  The average number of acres a 

survey respondent operates is 488.91 (SD=1027.02).  Not only is the farm size of the 

respondents larger than the average Virginia farm, but so is the average net farm income.   

The mean net farm income for surveyed respondents is $58,186.48 

(SD=$62,822.13).  The average Virginia net cash farm income of operations is $10,586 

(National Agriculture Statistics Service, 2002).  Of the 252 respondents, $164,216.30 

(SD=$91,456.27) is the average gross income, where the National Agriculture Statistics 

Service reported in 2003, the average gross income of the 47,500 farms in Virginia was 

$50,616.74.   

Respondents were asked to indicate their current federal marginal tax bracket and 

their expected federal marginal tax bracket during retirement.  In both cases, the primary 

operators predominantly fall between the 10 percent and the 25 percent marginal tax 

brackets.  The Economic Research Service reported that the majority of U.S. farmers 

(50%) fall in the 15% marginal tax bracket (ERS/USDA, 1996). 
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Average farm debt for the survey is higher than the average farm debt of Virginia 

farms.  In 2004, the average Virginia farm debt was $49,500 per farm where the average 

farm debt for the survey is $182,267.40 per farm (SD=$190,721.02) (VDACS, 2003).  Of 

the respondents, 30.23 percent indicate they have debt less than $50,000 and six percent 

of the sample report having no farm-related debt.   The debt level for the respondents of 

this survey is higher than the average Virginia farm debt level. 

Overall, compared to the Virginia farmer population the sample is younger, more 

educated, operates on more farm land, earns a higher level of income, and has a higher 

level of farm debt as demonstrated in Table 4.   However, when examined closer, the 

majority of the respondents are reflective of the average Virginia farmer.  The majority of 

the sample is between 50 and 59 years of age, the average gross income of the majority of 

the respondents is $44,781.25 and the largest percentage of respondents reported they 

have less than $50,000 in farm debt.  Although there are differences in the means, the 

largest group of respondents reflects the average Virginia farmer, therefore, the results 

from this survey will be applicable for the general Virginia farming population. 
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Table 2 

Demographics of Surveyed Virginia Farmers Compared to Virginia Farmer Data 

Demographics Survey Data Virginia Data
Average Age of Primary Operator 53.78 57
Percentage of Primary Operators over 65 years of age 17.60% 30.00%
Percentage of Primary Operators with a Bachelor's Degree or higher 34.00% 24.40%
Percentage of Spouses with a Bachelor's Degree or higher 43.00% 24.40%
Off-farm Employment-Primary Operator 32.00% 45.00%
Off-farm Employment-Spouse 51.01% NA
Off-farm Gross Annual Income-Primary Operator $41,238 $37,764
Off-farm Gross Annual Income-Spouse $37,733 $28,035
Farming as Primary Occupation 79% 54%
Average Farm Size 488.91 181
Net Farm Income $58,186 $10,586
Gross Farm Income $164,216 $50,617
Marginal Tax Bracket 10-25% 15%
Farm Debt $198,546 $49,500
Note. The data in column 3 are from Virginia Department of Agriculture and Consumer Services retrieved 
on February 21, 2005 on the World Wide Web: http://www.vdacs.virginia.gov/agfacts/index.html  and 
Economic Research Service of the United States Department of Agriculture retrieved on March 3, 2005 on 
the World Wide Web: http://www.ers.usda.gov/Briefing/FederalTaxes/TaxesSummary.htm   
 

Additional variables explored in this study include the primary operator’s plans to 

retire from the farm operation, and plans to transfer the operation to a younger generation 

or sell the farm operation.  Also, the respondents indicated their perception of their 

financial preparedness for retirement and whether they are currently investing for 

retirement.   

Of the respondents, the majority (66.93%) plan to either retire or semi-retire from 

the farm operation.  Almost an equal amount of respondents plan to sell the farm 

(31.98%) as plan to transfer the farm to a younger generation (32.95%).  Interestingly, of 

the 66.93 percent of respondents who plan to retire from the farm, 83.33 percent are 

investing for retirement, but only 74.36 percent of primary operators feel that they are 

financially prepared for retirement.   

 

    

http://www.vdacs.virginia.gov/agfacts/index.html
http://www.ers.usda.gov/Briefing/FederalTaxes/TaxesSummary.htm
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Summary 

The major variables of the study were analyzed and first explained as a whole 

sample to assist in identifying demographics specific to Virginia farmers planning to 

either retire from the farm operation or transfer it to a younger generation.  The results for 

farmers planning to retire or transfer the farm are further examined in the next chapter to 

determine demographics unique to Virginia farmers who plan to retire or transfer the 

farm. 
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Results 
 
Introduction 

The purpose of this study is to examine Virginia farmer retirement and succession 

planning so that programs can be developed to help farmers prepare for retirement, 

encourage financial professionals to work together to better financially advise farmers, 

and educate young farmers on the importance of retirement and succession planning at an 

earlier age. 

The objectives of this study are to: 

8. Determine the common demographics among Virginia farmers who are 
planning for retirement or semi-retirement. 

 
9. Determine the common demographics among Virginia farmers who are 

planning to transfer their farm to a successor. 
 

10. Determine the amounts invested in qualified and non-qualified retirement 
accounts and the regular contributions made to those accounts by Virginia 
farmers. 

 
11. Determine the planning efforts of Virginia farmers who are planning to 

transfer their farm to a successor. 
 

12. Determine common professionals and sources consulted when Virginia 
farmers are planning for retirement, semi-retirement, or farm transfer. 

 
13. Determine the factors that have influenced Virginia farmers to start planning 

for their farms’ transfer. 
 

14. Determine the level of retirement preparedness of Virginia farmers and 
compare it to their perception of their preparedness for retirement. 

 

This section addresses the analytical results for each of the stated objectives.  

There are 261 responses to the mailed survey.  A 13.05 percent response rate is 

reasonable since no additional reminders were mailed and the survey requested financial 
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information.  The demographics of the respondents are described in Chapter Three in 

section Characteristics of Survey Sample. 

Twenty-nine variables, listed in Table 3, were analyzed for correlations and 

statistically significant relationships.  Not all the variables listed in Table 3 are discussed 

because several of the variables were found to not related to or correlated with retirement 

or succession planning.  However, Appendix D indicates all relationships that are 

significant at α=.05 and α=.10.  Those variables with statistically significant relationships 

and correlations are further discussed below. 

Table 3

Variables Examined in the Analysis

Variables Variables
Demographics Transition Planning

Farm Enterprise Identification of a Successor
Virginia Regional Location Started Transition Planning
Primary Operator's Age Professionals and Sources Consulted
Spouse's Age Motivational Factors
Primary Operator's Education Level Retirement Planning
Spouse's Education Level Current Marginal Tax Bracket
Spouse Gender Marginal Tax Bracket During Retirement
Primary Operator's Marital Status Annual Gross Farm Income
Number of Primary Operator's Dependents Annual Net Farm Income
Primary Operator's Off-farm Employment Farm Profit Margin
Spouse's Off-farm Employment Total Farm Debt
Acres Owned Planning to Retire
Acres Rented Begun to Invest for Retirement
Total Acres in Farm Operation Perceived Preparedness
Categorization of Farm Selling the Farm
Number of Generations the Farm has Existed Professionals and Sources Consulted
Whether the Primary Operator Grew Up on the 
Current Farm Motivational Factors  

Objective 1: Demographics of Virginia Farmers Planning to Retire 

 The basic descriptive statistics of the sample are described in Chapter Three.  

Correlations and chi-square tests were used to determine relationships between retirement 
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planning and selected demographic variables.  Variables that demonstrate a significant 

relationship with the farmers’ plans to retire (not retire, semi-retire, fully retire from the 

agricultural operation), based on α=.05, are described in this section.  Three variables are 

positively correlated with producers’ plans to retire.   

First, the chi-square test indicates that retirement planning is related to the 

spouse’s off farm employment status (p-value=.028).   The relationship between 

retirement planning and the spouse’s off farm job is positively correlated (+.190, p-

value=.008).   The spouse’s of farm employment variable was coded as: 0= full-time off-

farm employment, 1= part-time off-farm employment, and 2= no off-farm employment.  

This result indicates that a primary operator whose spouse does not have off-farm 

employment is more likely to be planning to retire from the farm.   

Primary operators who indicate they expect their marginal tax bracket during 

retirement to be higher than 25 percent are more likely to plan to retire.  The chi-square 

test indicates a significant relationship between retirement planning and the marginal tax 

bracket during retirement (p-value=.043).  There is a positive correlation between these 

two variables (+.156, p-value=.043), indicating primary operators with a higher expected 

marginal tax bracket during retirement are more likely to be planning to retire from the 

farm.  

Finally, retirement planning is positively correlated with farm debt (+.148, p-

value=.019).  The chi-square test indicates a significant relationship between the two 

variables (p-value=.001).  The results from these tests demonstrate that producers with 

higher levels of farm debt are more likely to be planning to retire from the farm 

operation.  
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No other demographic variables exhibit a significant relationship or correlation to 

farmers’ plans to retire from the agricultural operation.  In summary, producers who have 

a spouse who does not work off the farm, producers who expect to be in higher marginal 

income tax brackets in their retirement years, or producers who have higher levels of 

farm debt are more likely to plan to retire (semi-retire or fully retire) from the agricultural 

operation. 

Objective 2: Common Demographics of Virginia Farmers’ Transition Planning 

 Several demographic variables are related to Virginia farmer transition planning.  

As with retirement planning, chi-square and correlation tests were used to determine the 

relationship between starting to plan for the business transition and the demographic 

variables.  An alpha value of .05 was used to determine the significance of the tests. 

 The results of the chi-squared tests indicate that the primary operator’s age and 

the spouse’s age are related to planning to transition the farm (p-value=.004, p-

value=.002, respectively).  The primary operator’s age is positively correlated with 

transition planning (+.204, p-value=.001), as is the spouse’s age (+.238, p-value=.001).  

Thus, planning for the farm’s intergenerational transition tends to occur as the primary 

operator and spouse increase in age. 

 The primary operator’s off-farm employment status is also related to farm 

transition planning (p-value=.010).  The correlation between these two variables is 

positive (+.190, p-value=.010), indicating that full-time farmers are more likely to plan 

for the farm’s transition.  This may indicate that operators of viable full-time farms are 

more interested in transferring the operation to another management team because they 

are confident the operation will continue to generate a profit in the future. 
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 Whether the primary operator grew up on the farm he or she is currently operating 

is related to the operator planning for the farm’s transition (p-value=.017).  The 

correlation is positive, indicating that if the primary operator grew up on the farm he or 

she is currently operating, then transition planning is more likely to occur (+.149, p-

value=.017).  This may indicate that the farm is a family legacy and the operator is 

planning the farm’s transition to keep the farm in the family. 

 The chi-square test results indicate a relationship between farm transition 

planning and having a successor for the farm currently identified (p-value=.000).  The 

correlation between the two variables is a strong positive relationship (+.612, p-

value=.000) indicating that producers who have a successor in place are more likely to 

have started planning for the farm transition.  

 The chi-square test results indicate a relationship between both gross and net farm 

income to farm transition planning (p-value=.009; p-value=.018). There is a positive 

correlation for both gross farm income and net farm income with farm transition 

planning.  The correlation value for gross income and farm transition planning is +.164 

(p-value=.009), while the correlation value for net farm income and farm transition 

planning is +.190 (p-value=.003).  These values indicate that primary operators who have 

larger gross and net farm incomes are more likely to start planning for the farm’s 

intergenerational transition.  

 The chi-square test results reveal a relationship between retirement investing and 

farm transition planning (p-value=.004).  The correlation between the two variables is 

positive (+.178, p-value=.004), indicating that farmers who have started investing for 

retirement are also more likely to plan for the farm’s transition. 
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 There is also a relationship between the farmer’s perceived financial preparedness 

for retirement and farm transition planning (p-value=.001).  The variables are positively 

correlated with a correlation of +.208 (p-value=.001).  Therefore, farmers who perceive 

they will be financially prepared for retirement are more likely to have started planning 

for the farm’s intergenerational transition. 

 Finally, a relationship between the farmer’s plan to sell the farm in retirement and 

farm transition planning is found with the chi-square test (p-value=.027).  The 

relationship is negatively correlated with a correlation of -.141 (p-value=.027).  Farmers 

who are planning for the farm’s transition are not intending to sell the farm.  Conversely, 

farmers who are planning to sell the farm in retirement tend not to be planning for the 

farm business transition. 

 Results indicate that producers who have started planning for the farm business 

succession have the following characteristics: older, no off-farm employment, grew up on 

the existing farm, generate more farm income (gross and net), have started investing for 

retirement, perceive themselves to be financially prepared for retirement, have already 

identified a successor for the farm business, and do not plan to sell the farm in retirement.  

Interestingly, no significant relationship was found between the farmer’s plan to retire 

(not retire, semi-retire, fully retire) and farm transition planning. 

Objective 3: Investing Habits of Virginia Farmers 

The investing habits of Virginia farmers who plan to either semi-retire or fully 

retire are examined in this analysis.  Of the respondents, 67 percent are planning to either 

semi-retire or fully retire.  Producer’s age, retirement contribution pattern, investing style 

and risk tolerance are all examined. 
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 The majority of the sample (63.64%) started investing for retirement by the time 

they were 40 years old.  The average age range for those farmers who started investing is 

between 31 and 40 years of age.  Figure 4 reveals a small percentage of farmers (9.09%) 

waited until they were at least 50 years before they started to invest for retirement.  Two-

thirds of respondents indicate they started to invest for retirement before age 40. 

4%

31%

33%

23%

9%

Less than 20
20-30
31-40
41-50
Greater than 50

 
Figure 4.  Age categories when participating Virginia farmers started to invest for 
retirement (n=132, shown as a percentage).  
 
Of the farmers who have started to invest for retirement, 72.26 percent make a 

regular contribution to their retirement portfolio.  The most common timing of the 

retirement contribution is an annual contribution, with 61.54 percent of the sample 

making retirement contributions on an annual basis.  Twenty percent of the sample makes 

a monthly contribution which is the second most common contribution timing.  When 

farmers make their regular contribution, 47.06 percent make a contribution of $1,001 to 

$5,000.  The next most common dollar contribution is greater than $5,000, with 17.65 

percent of the respondents making this contribution.  

 The average retirement savings level for farmers who have started to invest for 

retirement ranges between $50,000 and $99,999.   The majority of the sample (68.93%) 
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has savings of at least $50,000 for retirement.  The most commonly utilized account is a 

Roth IRA with a mean account balance of $24,922.16 (SD=$66,327.39).  A large portion 

of the primary operators (40.88%) is depending on the sale of their farm assets to help 

fund their retirement.  Nearly one quarter of the sample (21.58%) plans to use other 

investment assets, such as stocks, and bonds, to fund their retirement.  The mean savings 

level of these other accounts is $63,412.63 (SD=$254,440.10). Table 4, reports the 

accounts primary operators are using for retirement savings and the mean estimated 

balance in each of the accounts.  Respondents were asked to indicate balances for all of 

their retirement accounts. 

Table 4

Percent of Primary Operators who Invest in Specified Accounts and 

the Mean Account Balance (n=140)

Account Farmers 
invested Mean SD

Roth IRA 45.32% $24,922.16 $66,327.39
Farm Assets 40.88% $326,386.86 $714,422.52

Other 21.58% $63,412.63 $254,440.14

Savings Account 19.29% $16,983.18 $98,758.18
Traditional IRA 18.71% $3,788.41 $13,904.90
Certificates of Deposit 17.14% $34,006.43 $261,345.18
Annuity 12.14% $7,692.86 $32,755.67
Simplified Employee 
Pension Plan

11.43% $11,932.55 $76,246.67

401 (k) 7.86% $9,760.71 $44,814.26
SIMPLE-IRA 4.29% $2,385.71 $14,733.40
Keogh 2.14% $10,031.54 $71,145.84
403 (b) 1.43% $859.29 $10,141.70  

The majority of the farmers (79.81%) follow either a conservative or balanced 

investing approach.  The conservative approach, where investments are assumed to earn 
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an annual rate of return of less than six percent, is the more common investment style 

among respondents, with 40.34 percent of the respondents indicating this investment 

style.  The balanced investing style is assumed to earn an annual rate of return between 

six and ten percent annually. Thirty-four percent of the respondents are investing using 

the balanced investing style. 

Respondents were asked to describe their risk tolerance as related to retirement 

investments.  Forty-nine percent of the respondents indicated they are comfortable with a 

moderate amount of risk in exchange for earning a moderate rate of return.  The next 

most common response (38.40%) is that farmers do not like to take on any risk in their 

investments because they prefer the security of safe investments.  The farmers’ investing 

style appears to be in line with their perceived risk tolerance, considering that the 

majority of the respondents invest in a conservative to balanced manner, and they are 

willing to accept very little risk to a moderate amount of risk in their investments.   

Often farmers do not consider their farming occupation as part of their investment 

portfolio.  However, when the farm and its assets are considered, farmers assume a great 

deal of risk.   Farmers’ risk increases because they have invested mainly in the farm 

which may not generate revenue during the year.  Plus if the majority of the farmer’s 

portfolio is composed of the farm there is little diversification within the portfolio, 

therefore, increasing the risk of the portfolio. 

Objective 4:  Farm Transition Planning Efforts 

 Of the respondents who have already started transition planning (n=88), 80.23 

percent report having currently identified a successor to assume the responsibility of 

owning and managing the farm operation.  Identifying a successor has a strong positive 
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correlation (.612, p-value=.000) with starting the farm transition planning process.  

Ninety-one percent of the successors identified are either a son or daughter of the primary 

operator. Six percent of the identified successors are other relatives of the primary 

operator and 3.03 percent are non-relatives.    

Fifty-three percent of the primary operators who have identified a successor have 

identified more than one successor for the operation.   Of the multiple successors 

identified, 85.71 percent are a direct descendent of the primary operator.  Nine percent of 

the additional successors are other relatives of the primary operator, while only 5.71 

percent are not related to the primary operator. 

 Over eighty percent of the successors who have already been identified are 

currently working on the farm.  The respondents were asked to indicate all the tasks that 

their successors were currently performing from a list of five tasks based on Errington’s 

(1997) succession ladder.  The tasks include accomplish non-managerial tasks, manage 

the labor force on the farm, manage production aspects of the farm (crop/livestock 

decisions), mange marketing decisions, and manage financial decisions. The top three 

tasks the on-farm successors currently perform include managing production, 

accomplishing non-managerial tasks, and managing marketing decisions for the farm 

operation.  The least common responsibility that the successors are performing is 

managing financial decisions.  There are 16.92 percent of the successors who currently 

work on the farm, but are not responsible for any of the five tasks listed.  One third of the 

successors (33.85%) are responsible for at least one task and 10.77 percent are currently 

performing all five tasks.  
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Objective 5: Professionals and Sources that Virginia Farmers Consult 

 Virginia farmers planning to either semi-retire or fully retire tend to utilize 

financial professionals to help develop a retirement plan that accommodates their goals.  

Table 5 lists the most commonly utilized financial professionals.  The top three 

professionals consulted by Virginia farmers include accountants, financial planners, and 

attorneys.  Interestingly, 27 percent of Virginia farmers depend only on themselves when 

making retirement decisions.  

Percentage of Respondents who Utilize Professionals

Services for Retirement Planning

Professionals Percentage of respondents
Accountant 39.86%
Financial Planner 31.08%
Attorney 28.38%
None Utilized 27.03%
Insurance Representative 26.35%
Investment Firm 20.95%
Other Professional Not Listed 4.73%
Extension Agent 4.05%

Table 5

 

 Thirty percent of operators do not refer to any information sources when making 

retirement decisions.  Of those respondents who consult information sources, the most 

common sources consulted when making retirement decisions include self-help books, 

friends, family, and seminars.  Table 6 lists the percentage of farmers who use each 

source of information for retirement planning.   
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Table 6

Sources of Information Virginia Farmers 

Utilize When Planning for Retirement 

Source Percentage of Virginia 
farmers

None Utilized 29.58%
Self Help Books 25.35%
Friends 23.94%
Family 23.24%
Seminars 23.24%
Other 13.38%
Extension Publications 9.86%
Computer Programs 8.45%  

 Of the respondents who are currently planning the farm’s transition (n=88), 76.74 

percent report contacting an attorney for assistance.  More than half (52.33%) of the 

respondents consult accountants for transition planning assistance.  Table 7 indicates 

there is a significant gap between the use of attorneys and accountants versus other 

financial professionals.   It is logical to refer a producer to an attorney for assistance in 

planning an intergenerational transfer of an operation because only an attorney has legal 

authority to develop an estate plan and write contractual agreements. 
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Table 7

Percentage of Repsondents who Utilize Professional

Services for Transition Planning

Professional Percentage of Respondents
Attorney 76.74%
Accountant 52.33%
Financial Planner 20.93%
Insurance Representative 11.63%
Lender 8.14%
Extension Agent 4.65%
Other 2.33%  

The same sources Virginia farmers consult when planning for retirement are also 

consulted when planning the farm’s transition, however, the order of importance changes.  

The most commonly utilized source when making farm transition decisions is the family.  

Next, farmers attend seminars to seek information about planning an intergenerational 

farm transfer.  Like retirement planning, a significant percentage of farmers (30.20%) do 

not consult any sources; however, unlike retirement planning this was not the most 

common response. As displayed below in Table 8, other common sources farmers seek 

advice from include friends and self-help books. 
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Table 8

 Sources of Information Virginia Farmers Utilize for  

Transition Planning Assistance

Source Percentage of Respondents
Family 38.37%
None Utilized 30.23%
Seminars 27.91%
Friends 18.60%
Self-Help Books 15.12%
Extension Publications 10.47%
Computer Programs 2.33%  

Objective 6: Influential Factors of Farm Transition Planning 

 Of the respondents who indicated they have started to plan the farm’s 

intergenerational transfer (n=88), the individual who had the most influence encouraging 

the primary operator to start planning was the primary operator.  The primary operator’s 

spouse was the second most common influence in implementing the transition plan. 

Accountants and attorneys carry the same weight in encouraging the primary operator to 

start farm transition planning. 

 Events with the greatest impact in encouraging the primary operator to start 

planning the farm’s transition include articles the primary operator reads, and a death or 

tragedy within the family.  Additional events that influence farmers to start transition 

planning include a death or tragedy experienced outside the family and attending a 

seminar discussing farm transition planning. 

Objective 7: Calculated Financial Preparedness vs. Perceived Financial Preparedness 

 When evaluating retirement financial preparedness, only farmers who are 

planning to semi- or fully retire from the farm are included (n=181).  181 respondents 
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provided sufficient information to evaluate their calculated and perceived preparedness 

for retirement. A standard financial planning calculation (Appendix E) was used to 

calculate the farmers’ financial preparedness for retirement.   

 Of the respondents planning to semi- or fully retire from the farm (n=175), 74.36 

percent perceive themselves to be financially prepared for retirement.  This leaves 25.64 

percent who feel that, although they plan to retire, they will not be financially prepared to 

do so.  In calculating the farmers’ preparedness, 62.67 percent are prepared for 

retirement.  As can be seen in Figure 5, there is an 11.69 percentage point difference in 

the number of farmers who perceive they will be prepared as compared to the number of 

farmers who are calculated as being prepared.  This demonstrates that some farmers who 

believe they are prepared for retirement are not likely to achieve their retirement goals. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Re tire m e n t Pre pare dne ss 
Pe rce ption

74%
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Figure 5.  Virginia farmers’ perceived retirement preparedness (n=156) compared to their 
calculated retirement preparedness (n=150). 
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Social Security benefits are included when calculating the financial preparedness 

for retirement.  However, if Social Security benefits are not included in the calculation, 

the majority of the farmers are calculated to not be financially prepared for retirement.  

After eliminating Social Security benefits, 49.17 percent of the farmers are financially 

prepared for retirement as show in Figure 6.   This is a 13.5 percent drop in the number of 

farmers financially prepared for retirement, indicating farmers are relatively dependent 

upon the Social Security benefits to achieve their retirement goals. 

49%51%

Financially Prepared

Not Financially
Prepared

 
Figure 6.  Respondent’s calculated financial preparedness for retirement, 
excluding Social Security Benefits (n=150). 

 
Several variables are significantly related to calculated financial preparedness for 

retirement, while only three variables are related to perceived preparedness. The results 

from these relationships will be useful for farmers who are attempting to determine if 

they will be prepared for retirement. 

The primary operator’s age and whether the operator is currently investing for 

retirement are both related to the farmer’s perceived preparedness and calculated 

preparedness for retirement.  The chi-square test indicates a significant relationship for 
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both variables, and the relationships are positively correlated.  The results from these 

tests can be seen in Table 9.   These results indicate that as the farmer increases in age, 

he/she is more likely to perceive himself/herself as being financially prepared for 

retirement and they are also more likely to be financially prepared for retirement 

(calculated).  In addition, those farmers who have already started to invest for retirement 

are more likely to perceive themselves as being prepared for retirement, and they are also 

more likely to be calculated as being financially prepared for retirement. 

Table 9

Chi-Square and Correlation Results for Perceived and  

Calculated Preparedness for Retirement

Variables Chi-square 
p-value Correlation Correlation 

p-value

Perceived Preparedness
Primary Operator Age 0.013 0.235 0.003
Investing 0.009 0.210 0.009

Calculated Preparedness
Primary Operator Age 0.002 0.271 0.001
Investing 0.000 0.284 0.000  

The only variable that demonstrates a significant relationship with perceived 

preparedness, but not calculated preparedness, is farm transition planning.  The chi-

square test indicated a significant relationship between perceived preparedness and farm 

transition planning (p-value=.024).  There is a positive correlation of +.180 (p-

value=.024) between the two variables.  However, there is no significant relationship 

between farm transition planning and calculated preparedness.  This indicates that 

farmers who are currently planning for the farm’s transition are more likely to think that 

they are adequately prepared for retirement.   
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Variables related to calculated preparedness are listed in Table 10, along with 

their chi-square results and their correlation values.  These variables and their 

relationship with calculated preparedness indicate that education and age of both the 

primary operator and the spouse have a significant impact on the preparedness for 

retirement.  Also, there is a positive relationship between the perception of preparedness 

and the calculated preparedness, demonstrating that those farmers who perceive 

themselves as prepared are more likely to be prepared for retirement. Perhaps, those 

farmers who have a strong grasp on their current financial situation perceive that they are 

prepared for retirement, and are more likely to take the necessary steps to be financially 

prepared for retirement. 

Table 10

Preparedness for Retirement

Variables Chi-square 
p-value Correlation Correlation 

p-value
Primary Operator 
Education 0.032 0.271 0.001

Spouse Age 0.014 0.235 0.008
Spouse Education 0.027 0.195 0.027
Perceived 
Preparedness 0.000 0.284 0.000

Chi-Square and Correlation Results for Calculated 
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Summary  

 This chapter revealed the results from the analysis based on the seven objectives 

stated in the Introduction. With the use of descriptive statistics, correlations, and chi-

square tests relationships were found between the variables. The following chapter will 

give meaning to the results, relate them to findings in previous studies, provide useful 

implications for the study, and make suggestions for further research.   

    



  59  

Summary, Implications, and Recommendations 
 

Introduction 
 

The demographics of US agricultural producers are changing over time.  These 

demographic changes may have a major impact on farmer retirement planning and farm 

succession planning.  Demographic changes including, but not limited to, the increasing 

average age of farm producers, increasing life expectancies, decreasing average farm 

income, and a decreasing number of commercial farms, are pointing to a potential 

problem for US agricultural producers as related to retirement and transition planning

 The average age of a Virginia farmer is 56.7 years, and it has been increasing 

steadily over time (Parker, 2004). With retirement normally occurring around age 65, the 

average Virginia farmers do not have much time to adequately plan and invest for a full 

retirement lifestyle.  Another issue that Virginia farmers may face is a relatively long 

retirement horizon. Life expectancy of US citizens indicates a male who was age 65 in 

2001 is expected to live until he is 81.4 years of age, while a 65-year old female is 

expected to live until she is 84.4 years old (US Census Bureau, 2003).  This is a 3.6 year 

increase for men and a three-year increase for women in a 33-year period (US Census 

Bureau, 1971).  

Over one-half of the Virginia farm population (53.6%) claims farming as their 

primary occupation (Durst, Hoppe, Johnson, Perry, Korb, Sommer, Ryan, & Green, 

2001).  This is alarming because 87.9 percent of all Virginia farms have annual net 

income less than $50,000 and 67.3 percent have annual net income less than $10,000 

(Durst, Hoppe, Johnson, Perry, Korb, Sommer, Ryan, & Green, 2001).  With low average 

farm net income, where are farmers getting the funds needed for their retirement?  
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Farmers cannot rely on Social Security retirement benefits alone.  If the producer’s 

average monthly benefit were equal to the average monthly payment of a retired worker 

in September 2004 ($927.30), a farmer would only receive $11,127 in a year (Social 

Security Administration, 2004).  This is only $5 above the poverty threshold of $11,122 

for a married couple over the age of 65 (US Census Bureau, 2003).  With this in mind, 

why are more farmers not planning for retirement?  Do they perceive that they are 

prepared for retirement? Do agricultural producers perceive that they are adequately 

prepared for retirement? Are more farmers relying on the farm sale as their retirement 

funding?  Or are farmers planning on not retiring from their occupation? 

The purpose of this study was to examine Virginia farmer retirement and 

succession planning so that programs can be developed to help farmers prepare for 

retirement, provide information necessary to help financial professionals to advise 

farmers from a financial aspect, and educate young farmers on the importance of 

retirement and succession planning at an earlier age.   

The objectives of this study are to: 

1. Determine common demographics among Virginia farmers who are planning 
for retirement or semi-retirement versus those farmers who are not planning 
on retiring from the farm operation. 

 
2. Determine the amounts that Virginia farmers have invested in qualified and 

non-qualified retirement accounts and the regular contributions made to those 
accounts. 

 
3. Determine the common demographics among Virginia farmers who are 

planning to transfer their farm to a successor versus those farmers who are not 
planning on transferring the farm to a successor. 

 
4. Determine the planning efforts of Virginia farmers who are planning to 

transfer their farm to a successor. 
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5. Determine common professionals and sources consulted when Virginia 
farmers are planning for retirement, semi-retirement, or farm transfer. 

 
6. Determine the factors that have influenced Virginia farmers to start planning 

for their farms’ transfer. 
 

7. Determine the level of retirement preparedness of Virginia farmers and then 
compare it to their perception of their preparedness. 

 
A 59-item survey with three major areas including; demographics, transition 

planning, and retirement planning is used to obtain data from Virginia farmers.  In 

cooperation with Farm Credit associations in Virginia, 2,000 randomly-selected Virginia 

agricultural borrowers are surveyed.  A response rate of 13.05 percent is reasonable since 

no additional reminders were mailed and the survey requested financial information. 

Overall, compared to the Virginia farmer population the sample is younger, more 

educated, operates on more farm land, earns a higher level of income, and has a higher 

level of farm debt as demonstrated in Table 11.   The majority of the respondents are 

reflective of the average Virginia farmer.  With the majority of the sample being between 

50 and 59 years of age, the average gross income of the majority of the respondents is 

$44,781.25 and the largest percentage of respondents reported they have less than 

$50,000 in farm debt.  Considering that the majority of the respondents reflect the 

average Virginia farmer the results from this survey should be applicable for the general 

Virginia farming population. 
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Table 11 
 
Demographics of Surveyed Virginia Farmers Compared to Virginia Farmer Data 
 

Demographics Survey Data Virginia Data
Average Age of Primary Operator 53.78 57
Percentage of Primary Operators over 65 years of age 17.60% 30.00%
Percentage of Primary Operators with a Bachelor's Degree or higher 34.00% 24.40%
Percentage of Spouses with a Bachelor's Degree or higher 43.00% 24.40%
Off-farm Employment-Primary Operator 32.00% 45.00%
Off-farm Employment-Spouse 51.01% NA
Off-farm Gross Annual Income-Primary Operator $41,238 $37,764
Off-farm Gross Annual Income-Spouse $37,733 $28,035
Farming as Primary Occupation 79% 54%
Average Farm Size 488.91 181
Net Farm Income $58,186 $10,586
Gross Farm Income $164,216 $50,617
Marginal Tax Bracket 10-25% 15%
Farm Debt $198,546 $49,500  
Note. The data in column 3 are from Virginia Department of Agriculture and Consumer Services retrieved 
on February 21, 2005 on the World Wide Web: http://www.vdacs.virginia.gov/agfacts/index.html and 
Economic Research Service of the United States Department of Agriculture retrieved on March 3, 2005 on 
the World Wide Web: http://www.ers.usda.gov/Briefing/FederalTaxes/TaxesSummary.htm   
 

Of the respondents, the majority (66.93%) plan to either retire or semi-retire from 

the farm operation.  Almost an equal amount of respondents plan to sell the farm 

(31.98%) as plan to transfer the farm to a younger generation (32.95%).  Interestingly, of 

the 66.93 percent of respondents who plan to retire from the farm, 83.33 percent are 

currently investing for retirement, but only 74.36 percent of primary operators feel that 

they are financial prepared for retirement.   

Discussion 
 

Retirement planning.  
Virginia farmers who have spouses with no off-farm employment, expect to be in 

a marginal tax bracket higher than 25 percent during retirement, and have a higher level 

of farm debt are more likely to be planning to retire from the farm.  This is an interesting 

combination of variables to be correlated with retirement planning.  Further investigation 

reveals that planning to sell the farm is positively correlated with retirement planning.  

    

http://www.vdacs.virginia.gov/agfacts/index.html
http://www.ers.usda.gov/Briefing/FederalTaxes/TaxesSummary.htm
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Incorporating this variable helps to explain how Virginia farmers with a high level of 

farm debt plan to retire.  These farmers are planning to sell the farm assets to pay off the 

farm debt, and use the remaining net worth to fund their retirement goals. 

The results for this objective tend to support the research hypotheses.  It was 

hypothesized that retirement planning would be related to higher education level, higher 

level of income, having an off-farm job, higher level of financial leverage, higher net 

worth, having identified a farm successor, and being in a higher marginal income tax 

bracket.  This study supports the hypotheses as related to marginal tax bracket and 

financial leverage.  However, the relationship between off-farm employment status of the 

farm operator and retirement planning runs counter to expectations.  This result could be 

due to asking operators about their plans to retire from the agricultural operation only. 

Mishara, Johnson, and Morehart found contrasting results in their 2003 national 

survey.  They found that the farmers planning to retire had a non-farm primary 

occupation, however, those farmers planning to retire were planning to sell or rent the 

farm at retirement.  The current study did not investigate whether farmers plan to rent 

their farm at retirement, but it did find that farmers planning to retire were also planning 

to sell the farm.  Mishara, Johnson, and Morehart concluded that the farmers who had 

non-farm jobs would be more willing to sell the farm because they had not formed an 

allegiance to the land.  In Virginia the farmers planning to sell the farm are farmers who 

work full-time on the farm.  It may be that these farmers are being forced to sell the farm 

due to the urban sprawl and high land values, or the lack of successors to inherit the farm. 

 Using the Deacon & Firebaugh theoretical model, this study shows marginal tax 

brackets, financial leverage (as measured by farm debt levels), and off-farm employment 
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status to be significant inputs in the retirement planning decision process.  These 

demographic variables may influence retirement planning because these farmers planning 

to retire have a strong grasp on their financial situation and understand that it could be 

more profitable to sell the farm than transfer it to the next generation which has lead them 

to start planning for retirement. 

  Transition planning. 
Statistical analyses identify several variables that are related to Virginia farmers 

who have started to plan for the farm’s intergenerational transfer. The Virginia farmers 

who have started the transition planning process are more likely to be older farmers who 

work full-time on the farm, grew up on the farm they are currently operating, have 

already identified a successor, and have started to invest for retirement. The farms being 

transferred to the next generation are more likely to be full-time farms and generate a 

high level of gross and net farm income.  

These results indicate Virginia farmers who are transition planning are more 

likely to have grown up on the farm that they planning to transition, meaning they have 

personally experienced the transition process.  As full-time farms generating a high level 

of gross and net income, Virginia farmers may be more likely to plan to transition their 

farm because they are confident the farm will continue generating an income that can 

support themselves and their successors.  Because of this confidence the farmers have 

predominantly sought out a direct descendent to inherit the position as farm operator.   

Knowing that they have a trustworthy successor to take over the farm, Virginia farmers 

will start to plan for the farm’s intergenerational transfer.  A majority of Virginia farmers 

who are transition planning have started to invest for retirement to supplement the 

income they will lose due to sharing the farm’s revenues with the successor. Therefore, 
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these farmers have started to invest to maintain their current lifestyle during and after the 

farm’s transition period.   

The results for transition planning tend to support the research hypotheses.  It was 

hypothesized that transition planning would be related to higher education level, higher 

level of income, having an off-farm job, higher level of financial leverage, higher net 

worth, having identified a farm successor, and being in a higher marginal income tax 

bracket.  This study supports the hypotheses as related to level of income, and identifying 

a farm successor.  As with retirement planning, transition planning contradicts with the 

hypothesis for off-farm employment.  This contradiction could be due to the time and 

energy farmers have spent on the farm resulting in the desire to not let the farm be lost to 

housing and business development. 

In contrast to Duffy’s study, 80.23 percent of the farmers who are planning to 

transfer the farm in the current study have identified a successor where as only 29 percent 

of farmers in Duffy’s study had identified a successor.  In both cases, however, the 

majority of the successors identified are direct descendents.  Virginia and Iowa farmers 

may choose their sons or daughters to inherit the farm because they want the farm to 

remain in the family and their children are most familiar with how the farm is operated. 

As related to the decision making model, both gross and net farm income and life 

experiences influence the intergenerational transitions planning process.  Farmers who 

operate a farm generating higher levels of gross and net farm income may be able to 

project the future profits and have confidence that the farm will continue to be viable, 

therefore, influencing farmers to start the transition planning process.  Also farmers who 

have grown up on the farm are more likely to transition the farm.  This may be because 
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they have already experienced the transition process; therefore, they know what must be 

done to ensure a successful transition.  As related to transition planning, both 

demographics and life experience that effects the decision-making process as compared 

to retirement where demographics have a major impact. 

From this study it is found that Virginia farmer retirement planning and transition 

planning are not correlated which contradicts the second hypothesis.  Interestingly, 

Virginia farmers who are planning to transfer the farm are investing for retirement, where 

as farmers planning to retire have no relationship with investing for retirement.  This 

could be the result of Virginia farmers planning to transition the farm understand that 

they need to supplement their retirement income because the farm income will be shared 

with the successor.   

Financial professionals and informational sources consulted.  
Virginia farmers who are planning to retire will commonly access the services of 

accountants, financial planners, and attorneys for assistance in developing a retirement 

investment plan.  These same professionals are also the most commonly utilized 

professionals for transition planning.  Financial planners and accountants are instrumental 

in developing a retirement plan.  Together they can form a plan that will help to move 

farmers toward their retirement goals.  Considering that a business is changing hands 

when a farm is transferred from one generation to the next, an attorney should be 

consulted because of their legal ability to write contractual agreements and advise 

farmers in business transitioning.   However, to implement the most effective plan that 

incorporates the farmer’s goal to either sell or transition the farm in their retirement 

years, a team including all three professional (accountant, attorney, and financial planner) 

is advantageous. 
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Duffy found that more than half of Iowa farmers had not discussed their 

retirement plans with anyone, where as 27 percent of Virginia farmers depend upon 

themselves for retirement planning advice.  Errington found that English farmers were 

most likely to consult an accountant which is one of the three most commonly consulted 

professional by Virginia farmers.  These results may indicate that Virginia farmers 

understand that retirement and succession planning has become far more complicated so 

they have consulted professionals to ensure a smooth farm retirement or transition. 

Consulting a professional for advice on retirement planning or succession 

planning is the second step, or throughput, of the model for decision making.   This is the 

step where farmers implement sources to develop an output or the actual plan for 

retirement or farm succession.  Virginia farmers are consulting professionals to assist 

them with developing plans because there are new retirement savings plans with tax-

advantages and succession planning has become far more complicated with new estate 

laws of which Virginia farmers may not comprehend or understand how to use to their 

advantage. 

 Calculated financial preparedness versus perceived financial preparedness.  

Financial preparedness, both calculated and perceived, is related to the operator’s 

age, education level, and investing habits.  With age, farmers have a better understanding 

of their cost of living and their retirement expenses which helps them to perceive whether 

they will be prepared for retirement and if they will actually be financially prepared for 

retirement.  Those farmers who have started to invest for retirement must reflect on their 

retirement goals and determine how much they must invest to achieve those goals, 

helping them to have a clearer perception of whether they will be prepared for retirement 
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and to accomplish the retirement goals they set for themselves.  Virginia farmers with 

more education tend to be calculated as financially prepared for retirement.  It may be the 

exposure to others’ experiences and formal education which encourages Virginia farmers 

to start investing and thinking about the future helping them to be more prepared for 

retirement.   With the gained knowledge, Virginia farmers can implement the new 

methods to generate a greater net income allowing them to invest and save for their future 

goals better preparing them for retirement. 

The results for farmer perception of perceived financial preparedness for 

retirement support the research hypotheses.  It was hypothesized that Virginia farmers 

who are planning to either semi-retire or fully retire and perceive themselves to be 

prepared for retirement are more likely to be prepared for retirement.  This study supports 

the hypothesis.  The majority of farmers who perceive themselves to be prepared for 

retirement are calculated as being prepared for retirement as long as Social Security 

benefits are included in the calculation.  Farmer perception may be correlated with the 

calculation because the farmers have considered the necessary actions to ensure that they 

are financially prepared for retirement. 

As related to the decision making process, Virginia farmers who perceive 

themselves to be financially prepared for retirement may have at first been unsure of their 

preparedness so they sought out professional help to ensure that they would be prepared 

for retirement.  Through professional help, farmers developed a plan for retirement and 

included their Social Security benefits to ensure that they would be financially prepared 

for retirement.  With a plan for retirement, farmers have a clearer perception of their 
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financial preparedness and they are calculated as being financially prepared for 

retirement. 

Implications 

 Findings from this study indicate that there is room for education in the academic 

setting, as well as the public setting.  A smaller percentage of Virginia farmers have 

consulted financial professionals for help with retirement planning than Virginia farmers 

who have consulted a financial professionals for assistance with transition planning.  

However, Virginia farmers have exhibited the willingness to attend seminars for 

guidance.  Professionals, such as financial planners, need to take advantage of this 

willingness to increase Virginia farmers’ knowledge base and gain their confidence.  

Professionals need to take an active part in educating farmers about retirement planning 

and transition planning to ensure a smooth process and help Virginia farmers take full 

advantage of the available investing accounts that could provide tax advantages and 

saving opportunities. 

 The Farm Credit System in Virginia could assist in organizing seminars for 

Virginia farmers.  As a trusted lending source, the Farm Credit System could help build 

financial professionals’ credibility with Virginia farmers and expose the farmers to 

educational materials and resources in the areas of retirement and succession planning.  

With exposure to financial professionals, Virginia farmers may be more comfortable in 

consulting new professionals who can help them to best achieve their goals.  Topics for 

Farm Credit to address include financial decision making, which successors are often left 

to figure out for themselves because the previous generation generally does not hand over 

this responsibility until death.   
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 The Farm Credit System also needs to consider that many Virginia farmers who 

are planning to retire are also planning on selling the farm to pay off their debt.  Once the 

debt is repaid, Farm Credit will need to replace those customers to maintain their 

customer base and loan portfolio.   Farm Credit will need to explore additional avenues to 

generate continued income, such as increasing their market base to include home buyers 

in less-rural areas. 

 Another way to build a clientele base would be for Farm Credit to investigate the 

needs of those farmers who borrow smaller amounts, but are returning customers and 

those farmers who are not borrowing from Farm Credit.  Farm Credit may need to 

enhance its customer service or financial products, or adjust its borrowing rates and fees 

to remain competitive.   By catering to the needs of the long-term farmers, Farm Credit 

can build long-lasting profitable relationships with Virginia farmers.   

 Professors should begin to address both transition planning and retirement 

planning in the academic setting to educate students about the issues that can arise and 

build the students’ knowledge about the advantages of planning for the future.  Exposure 

in the academic setting will help to increase the new generation’s motivation to seek 

financial professionals’ advice, and enhance their understanding of the importance of 

planning for retirement and business succession.  

 As a final suggestion from the results of this study, a federal savings plan could be 

developed specifically for farmers.  The savings plan could include tax advantages, such 

as tax-deductible contributions or tax-free withdrawals, and/or tax-free growth.  The 

savings plan could be designed to reduce the amount that farmers are required to pay to 

Social Security upon the contribution to the new savings plan.  It will also need to offer 
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advantages similar to the Roth IRA in which farmers can gain access to the funds in the 

savings plan if necessary.  This savings plan will need to offer tax advantages and ease of 

obtaining access to the funds in case of emergencies for farmers.  With reduced payments 

to Social Security and advantages described, farmers will be more likely to save for their 

retirement. 

Direction for Further Research 

  Future research needs to further investigate the relationship of other variables 

with retirement planning and transition planning.  Those variables include acres owned 

and/or rented by the primary operator, main enterprise on the farm, off-farm income, 

insurance planning, age of initial investing, and farm legal structure.   These variables 

were included in this study, but no significant relationships were discovered.  

Investigating these variables in more depth could help to determine more common 

demographics of Virginia farmers planning to transition their farm or retire from the farm 

operation.   

 Some specific topics related to transition planning that need to be studied include 

whether a written transition plan as been developed, the successor has spent time away 

from the family farm, and why farmers have not started to plan for the farm’s transition.  

These issues should be further investigated to gain a better understanding of Virginia 

farmers’ feelings toward transition planning and determine where intervention is 

necessary to ensure a smooth transition process. 

 Geographical location of Virginia farmers planning to retire or transition their 

farm should also be reexamined.  This study found no significant relationships between 

geographical location and the objective variables.  Perhaps more specific locations should 
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be identified rather than requesting the county in which the farmer operates the farm.  

With more specific information a clearer pattern could be identified such as farmers 

planning to retire operate within a 100-mile radius of a metropolitan area.   

 Another interesting topic to investigate, using the data collected in this study, 

would be insurance policies purchased by farmers who are planning to transition the 

farm. This could reveal which policies farmers are using to handle the family issues that 

can arise with intergenerational transfer.  From the results advice about which policies are 

best to implement intergenerational transfers could be developed. 

 Sources of income during semi- and full retirement need to be investigated.  The 

results from this study indicated that the majority of the farmers are financially prepared 

for retirement; however, the sources of income that will be received during retirement 

were not determined.  With further investigation the primary source for retirement 

income can be identified and designated as reliable sources, therefore, ensuring that 

farmers are best prepared for retirement.  During this investigate it would be best to also 

investigate whether the farm income is the primary source of retirement income for the 

senior generation. 

 Further research could investigate why more Virginia farmers are not consulting 

professionals for help with retirement planning.  With more Virginia farmers planning to 

retire than transition the farm, professionals, such as financial planners, may be missing 

out on a growing market of which are experiencing retirement for the first time in their 

life because in the past most farms were handed down through the family.  

Further research could also implement other statistical analysis methods, such as 

logistical regression analysis, to more fully determine how variables influence retirement 
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and transition planning.  With a regression analysis a clearer picture may be defined, 

providing more accurate findings. 

Summary 

 In conclusion, this study revealed several interesting relationships between 

Virginia farmer demographics and retirement and transition planning.  With Social 

Security included in the analysis the majority of Virginia farmers are financially prepared 

for retirement; however, the new Virginia farming generation needs to be made aware of 

the instability of Social Security benefits.  The new Virginia farming generation will need 

to take an active part in educating themselves about additional saving opportunities to 

financially prepare themselves for retirement.  With Farm Credit’s help continued 

education can be provided and through government savings plans, Virginia farmers can 

come closer to achieving their retirement goals. 
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Appendix A 
 

Table 1

Annual Economic Indicator Data for the United States

Average Dollar Value 
per Acre of Farmland 

and Buildings

Federal Funds 
Effective Rate 
(annual basis)

Long-Term to 
Short-Term Yield 

Debt Ratio
1995 $1,720 5.83 1.23
1996 $1,840 5.3 1.33
1997 $1,880 5.46 1.29
1998 $1,920 5.35 1.16
1999 $2,080 4.97 1.30
2000 $2,230 6.24 1.04
2001 $2,380 3.88 1.62
2002 $2,530 1.67 3.31
2003 $2,700 1.13 4.82
2004 X 1.35 3.60  

Note. The data in column 1 are from "Doubling Net Receipts in Virginia Agriculture: A 
Plan for the Years 2002 to 2012" by Governor’s Agriculture Net Receipts Work 
Group,2003, p. 15. Copyright 2003 by Governor's Agriculture Net Receipts Work Group. 
Adapted with permission.  
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Table 2 

Monthly Economic Indicator Data for US, January 2000 to December 2004 
 

Consumer 
Product Index

Housing 
Starts

Leading Economic 
Indicator 

Stock 
Market

Capacity 
Utilazation

Unemployment 
Rate

Jan-00 168.8 1636.0 106.4 10940.5 82.5 4.0
Feb-00 169.8 1737.0 106.4 10128.3 82.5 4.1
Mar-00 171.2 1604.0 106.1 10921.9 82.7 4.0
Apr-00 171.3 1626.0 106.0 10733.9 82.9 3.8
May-00 171.5 1575.0 106.0 10522.3 83.2 4.0
Jun-00 172.4 1559.0 106.0 10447.9 82.9 4.0
Jul-00 172.8 1463.0 105.8 10522.0 82.2 4.0
Aug-00 172.8 1541.0 105.7 11215.1 81.7 4.1
Sep-00 173.7 1507.0 105.7 10650.9 81.7 3.9
Oct-00 174.0 1549.0 105.5 10971.1 81.1 3.9
Nov-00 174.1 1551.0 105.3 10414.5 80.7 3.9
Dec-00 174.0 1532.0 108.3 10788.0 80.3 3.9
Jan-01 175.1 1600.0 109.4 10887.4 79.3 4.2
Feb-01 175.8 1625.0 108.8 10495.3 78.6 4.2
Mar-01 176.2 1590.0 108.5 9878.8 78.1 4.3
Apr-01 176.9 1649.0 108.7 10735.0 77.8 4.4
May-01 177.7 1605.0 109.3 10911.9 77.2 4.3
Jun-01 178.0 1636.0 109.6 10502.4 76.6 4.5
Jul-01 177.5 1670.0 109.9 10522.8 76.1 4.6
Aug-01 177.5 1567.0 109.6 9949.8 75.9 4.9
Sep-01 178.3 1562.0 109.2 8847.6 75.4 5.0
Oct-01 177.7 1540.0 109.4 9075.1 75.0 5.3
Nov-01 177.4 1602.0 109.7 9851.6 74.5 5.6
Dec-01 176.7 1568.0 111.4 10021.6 74.4 5.7
Jan-02 177.1 1698.0 112.2 9920.0 74.8 5.7
Feb-02 177.8 1829.0 112.4 10106.1 74.6 5.7
Mar-02 178.8 1642.0 112.3 10403.9 74.9 5.7
Apr-02 179.8 1592.0 111.7 9946.2 75.1 5.9
May-02 179.8 1764.0 112.2 9925.3 75.3 5.8
Jun-02 179.9 1717.0 112.4 9243.3 75.8 5.8
Jul-02 180.1 1655.0 111.7 8736.6 75.7 5.8
Aug-02 180.7 1633.0 111.8 8663.5 75.7 5.7
Sep-02 181.0 1804.0 111.6 7591.9 75.7 5.7
Oct-02 181.3 1648.0 111.4 8397.0 75.4 5.7
Nov-02 181.3 1753.0 112.3 8896.1 75.5 5.9
Dec-02 180.9 1788.0 111.3 8341.6 75.2 6.0  
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Table 2 (continued). 
 

Consumer 
Product Index

Housing 
Starts

Leading Economic 
Indicator 

Stock 
Market

Capacity 
Utilazation

Unemployment 
Rate

Jan-03 181.7 1856.0 111.2 8053.8 75.4 5.8
Feb-03 183.1 1657.0 111.1 7891.1 75.5 5.9
Mar-03 184.2 1728.0 110.6 7992.1 75.2 5.8
Apr-03 183.8 1637.0 110.6 8480.1 74.6 6.0
May-03 183.5 1748.0 111.6 8850.3 74.7 6.1
Jun-03 183.7 1850.0 111.8 8985.4 74.9 6.3
Jul-03 183.9 1893.0 112.5 9233.8 75.4 6.2
Aug-03 184.6 1835.0 113.3 9415.8 75.3 6.1
Sep-03 185.2 1922.0 113.0 9275.1 75.8 6.1
Oct-03 185.0 1983.0 113.6 9801.1 76.0 6.0
Nov-03 184.5 2054.0 114.2 9782.5 76.7 5.9
Dec-03 184.3 2067.0 114.3 10453.9 76.8 5.7
Jan-04 185.2 1934.0 115.0 10488.1 76.9 5.7
Feb-04 186.2 1895.0 115.1 10583.9 77.7 5.6
Mar-04 187.4 2000.0 115.3 10357.7 77.4 5.7
Apr-04 188.0 1963.0 115.9 10225.6 77.7 5.5
May-04 189.1 1979.0 116.5 10188.5 78.2 5.6
Jun-04 189.7 1817.0 116.2 10435.5 77.8 5.6
Jul-04 189.4 1985.0 116.2 10139.7 78.3 5.5
Aug-04 189.5 2018.0 116.0 10173.9 78.3 5.4
Sep-04 189.9 1905.0 115.7 10080.3 78.0 5.4
Oct-04 190.9 2065.0 115.6 10027.5 78.5 5.5
Nov-04 191.0 1805.0 115.1 10428.0 78.6 5.4
Dec-04 x 2063.0 115.2 10783.0 79.2 5.4  
 
Note. The data in column 1 are from the Bureau of Labor Statistics, retrieved on February 27, 2005 on the 
World Wide Web: http://www.bls.gov/schedule/archives/cpi_nr.htm.  The data in column 2 are from the 
US Census Bureau, retrieved on February 27, 2005 on the World Wide Web: 
http://www.census.gov/const/www/newresconstindex.html.  The data in column 3 are from Global 
Indicators, retrieved on February 27, 2005 on the World Wide Web: 
http://www.globalindicators.org/US/LatestReleases/archive.cfm.  The data in column 4 are from “Historical 
prices for DOW Jones Industrial Average” from Yahoo Finance, retrieved on February 27, 2005 on the 
World Wide Web:  http://finance.yahoo.com/q/hp?s=%5EDJI.  The data from column 5 are from “Capacity 
Utilization: Manufacturing, Mining, and Utilities” by The Federal Reserve, retrieved on February 27, 2005 
on the World Wide Web:  http://www.federalreserve.gov/releases/g17/ipdisk/utl.sa.  The data in column 6 
are from Bureau of Labor Statistics, retrieved on February 27, 2005 on the World Wide Web: 
http://www.bls.gov/cps/home.htm
  

    

http://www.bls.gov/schedule/archives/cpi_nr.htm
http://www.census.gov/const/www/newresconstindex.html
http://www.globalindicators.org/US/LatestReleases/archive.cfm
http://finance.yahoo.com/q/hp?s=%5EDJI
http://www.federalreserve.gov/releases/g17/ipdisk/utl.sa
http://www.bls.gov/cps/home.htm
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Appendix B 
 
Demographics 

1. Which enterprise in your farming operation generates the greatest percentage of annual sales (in 
dollars)?  Please select only one. 
 Beef 
 Swine 
 Poultry 
 Dairy 
 Sheep 

 Equine 
 Grains/Hay 
 Tobacco 
 Sod 
 Horticulture/Nursery 

 Timber 
 Vineyards 
 Aquaculture 
 Vegetable/Fruit

 Other  ______________________________________________________ 
 

2.  In what county or city is your farm located? _____________________________________________ 
 
3. Please indicate the number of acres you own and/or rent for your operation: 

Owned:    Rented:    Other arrangement:      
 

4. Please indicate the gender, age, education level, marital status, and off-farm employment for yourself and your 
spouse.  A legend explaining the responses is listed below the table. 

M/F 
Gender Age Education

Marital 
Status

Off Farm 
Employment

Indicate Primary 
Operator with an "X"

Example M 56 2 M PT X

Respondent

Respondent's Spouse

Education Code Marital Status
Less than High School 1 Single S
High School/ GED 2 Married M
Associates Degree 3 Divorced D
Bachelor’s Degree 4 Widowed W
Master’s Degree 5 Off Farm Employment
Professional’s Degree or PhD 6 Full Time FT

Part Time PT
No Other Job NJ

 
5. How many dependents (not including yourself) are living in your household?

Spouse: ______________      Children:  ______________      Other:  ______________
 

6. A.  Do you, your spouse or any of your children have any special needs (ex. mental or physical disabilities) 
that may require additional financial support in the future

 Yes   No (Please skip to question 7)
B. If Yes, please indicate which member(s) of your household has special needs: (Please check all that apply)

 You 
 Spouse 
 A child 

 Parent 
 Other: _______________________ 

 
7. Is your farm operation a: 

 Full-time farm 
 A part-time farm, where the operators are dependent on its income 
 A part-time farm, where the operators are not dependent on its income 
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8. What is the legal structure of your farm operation? (Please check all that apply)
 Sole proprietorship 
 General Partnership 
 Limited Partnership 
 Limited Liability Partnership 

 C-Corporation 
 S-Corporation 
 Limited Liability Company

 If you have checked more than one, please explain:  _____________________________________ 
 
Transition Planning 
 

9. Did you grow up on a farm?
 Yes  No

 
10. Did your spouse grow up on a farm?

 Yes  No  Not Applicable
 

11. Did you or your spouse grow up on the farm you are presently operating?
 Yes   No

 
12. How long has the farm you are presently operating been in your or your spouse’s family?

 1 generation 
 2 generations 
 3 generations 
 4 generations 

 5 generations 
 6 generations 
 More than 6 generations (please specify) 

_____________________
 
13. A.  Have you identified a successor for your farming operation?

 Yes  
 No (Please skip to question 15) 

 I will not need/have a successor 
(Please skip to question 21)

B. If yes, who will be your successor?
 Son/daughter 
 Other relative 

 Non-relative

C. If you will have more than one successor please indicate who will be the other successor(s)?  (Check all 
that apply)

 Son/daughter 
 Other relative 

 Non-relative

 
14. A.  Does your successor currently work on the farm?

 Yes  No
B. If yes, what are your successor’s present responsibilities on the farm? (check all that apply)

 Accomplish non-managerial tasks 
 Manage the labor force on the farm 
 Manage production aspects of the 

farm (crop/livestock decisions) 

 Manage marketing decisions 
 Manage financial decisions

 
15. Please rate your level of concern about the following factor as they relate to the transition of your farm 

operation 
Not 

Concerned
Slightly 

Concerned
Very 

Concerned
Most 

Concerned
Estate Taxes
What will happen to the operation
Uncertainties about the abilities of the successor
Loss of control of the operation
Change
The concept that I am no longer capable of managing the 
operation on my own
Retirement income from the sale of the operation
The future financial stability of the business
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16. A.  Have you consulted a professional to assist you with the intergenerational transfer of the ownership and 
management responsibilities for your farm?

 Yes  No (Please skip to question 17)
B. If Yes, what professionals were consulted in developing your transition plan?

 Attorney 
 Accountant 
 Financial Planner 
 Extension Agent 

 Lender 
 Insurance Representative 
 Other, please specify 

____________________________________
17. What sources of information did you consult when planning your transition?

 Self-help books 
 Computer programs, including the      

               internet                                 
 Seminars 

 Family members 
 Friends/Peers 
 Extension publications 
 I did not consult any other sources

 
18. Please indicate the impact of each person in motivating you to start planning for the farm transition. 

________________________________________________________________________
________________________________________________________________________ 

Strongly 
Encouraged

Encouraged Not 
Discussed

Discouraged Strongly 
Discouraged

I did it on my own
Spouse
Family member other than spouse
My successor
A friend or neighbor or peer group

A banker
A loan officer
An extension agent
An accountant
An attorney
Other (Please explain below)

 
19. Please indicate the impact of each event in influencing you to start planning for the farm transition. 

__________________________________________________________________________
__________________________________________________________________________ 

Strongly 
Encouraged

Encouraged No Effect Discouraged Strongly 
Discouraged

I read an article about it
Death/tragedy in the family
Death/tragedy outside the family
Traumatic event on September 11, 2001, (9-11)
I attended an extension conference/seminar
I attended other presentation/seminar                 
(Please explain below)
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21. A.  Please indicate your plans and your spouse’s plans to retire from the farming operation. 

 
B. If you or your spouse plan to fully retire or semi-retire from the farming operation, at what age do you 

 
22. A.  Please indicate your plans and your spouse’s plans to retire from your non-farm employment. 

 
B. If you or your spouse plan to fully retire or semi-retire from your non-farm job, at what age do you plan 

 
3. How many years do you expect to live in retirement?

 21 to 25 years 

 years (Please 
___

24. To m tain d lifestyle during your retirement years what do you expect your monthly living 
ber 

th (Please specify)  ____________

 

20. If you have not started to develop a transition plan, why have you not started? (Check all that apply)
 I do not need one 
 I do not have time to develop a 

transition plan 
 I will follow the same transition plan 

as my predecessor 
 I do not want some one else planning 

my farm’s future 
 I do not trust attorneys 
 I do not trust accountants 

 I do not trust financial planners 
 It is too expensive 
 I heard of a friend’s bad experience 

when developing a transition plan 
with a professional 

 I do not want to think about death or 
retirement 

 Other, please specify: 
____________________________

 
Retirement:  “The formal end of 
employment and the beginning of 
life without a job” (McDonald & 
Wanner, 1990) 

Retirement Planning 
 

Semi-Retirement: Work related 
responsibilities, such as labor, 
management and ownership, are 
reduced. 

Not Retire Semi-Retire Fully Retire
Respondent
Spouse

plan on doing so?   

Respondent
Spouse

on doing so?   

2
 I do not plan to retire 
 1-5 years 

rs  6 to 10 yea
 11 to 15 years 
 16 to 20 years 

 26 to 30 years 
 Greater than 30

specify)  _________________

 
in  your desirea

expenses (housing, groceries, transportation, medication, entertainment, etc.) will be. Please state this num
in today’s dollars (ignore inflation).

 Less than $1,000/month  $2,001 to $3,000/month 
 $1,001 to $2,000/month  $3,001 to $4,000/month
 Greater than $4,000/mon ____________ 

t.  I don’t know what my monthly living expenses will be during my retiremen

Not
Not Retire Semi-Retire Fully Retire  Applicable

Respondent
Spouse

Respondent
Spouse
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25. Place a check mark under your estimated marginal federal income tax rate for today and for your retirement 
years. 

10% 15% 25% 28% 33% 35%
Currently

In Retirement
 
26.  Do you believe you will receive social security retirement benefits in your retirement years?

 Yes  No

27.  How much money do you believe you will need to accumulate by the time you retire to adequately meet your 
retirement living expenses?

 Estimated Amount:  ____________ 
 $100,000- $249,999 
 $250,000- $499,999 
 $500,000- $999,999 

 $1,000,000- $2,499,999 
 $2,500,000- $4,999,999 
 More than $5,000,000

 
28. Have you or your spouse begun to invest for retirement?

 Yes (Please skip to question 30)  No (Please answer question 29 and 
skip to question 38)

 
29. Why have you not started to invest for retirement? (Check all that apply) 

 I do not need to invest for retirement 
 Money is better spent on the farm operation than retirement investments 
 I do not want someone else controlling my finances 
 I do not have time to plan for retirement 
 I heard about a friend’s bad experience 
 I do not trust lawyers 
 I do not trust accountants 
 I do not trust financial planners 
 It is too expensive 
 I do not want to think about death or retirement 
 Other: (Please specify)_____________________________________________________ 

 
30. What professionals did you consult while you were developing your retirement plans?

 Attorney 
 Accountant 
 Financial Planner 
 Investing Firm 
 Extension Agent 

 Insurance Representative 
 Other, please specify___________ 
 I manage my retirement investments 

myself

 
31. What information sources did you consult when developing your retirement plan? 

 Self-help books 
 Computer programs, including the internet 
 Family members 
 Friends/Peers 
 Extension publications 
 Seminars 
 Other, please specify_________________________________ 
 I did not consult other sources 

 
32. At what age did you begin to invest in retirement accounts (IRA’s, 401(k), Keogh, etc.)?

 Less than 20 
 20-30 
 31-40 

 41-50 
 Greater than 50

 
33. Do you make regular contributions (monthly, semi-annual, annual) to a retirement account?

 Yes (Please answer question 34)  No (Please skip to question 36) 
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34. When do you make your retirement contributions?

 Weekly 
 Monthly 
 Bi-monthly 

 Quarterly 
 Semi-Annually 
 Annually

 
35. On average, how much do you contribute to your retirement account each period (from Question 32)?

 Actual Amount:  ______________ 
 Less than $50 
 $50-$100 
 $101-$500 

 $501-$1,000 
 $1,001-$5000 
 Greater than $5000

 
36. What is your current level of retirement savings?

 Actual Amount: ______________ 
 $1,000- $2,499 
 $2,500- $4,999 
 $5,000- $9,999 
 $10,000- $24,999 

 $25,000- $49,999 
 $50,000- $99,999 
 $100,000- $249,999 
 $250,000- $499,999 
 More than $500,000

 
 

37. What is your and your spouse’s estimated balance (in dollars) in each of the listed accounts? 

Type of Account
Estimated Balance 

Respondant Spouse
Traditional IRA
Roth IRA
401 (k)
403 (b)
SIMPLE-IRA
Simplified Employee Pension Plan
Keogh
Annuity
Certificates of Deposit (CD)
Savings Account
Farm Assets                                                   
(Those assets that will be sold for additional 
income during retirement)
Other

 
38. How would you classify the investment style of your and your spouse’s entire retirement portfolio? 

Respondant Spouse
      Aggressive (Greater than 10% to 12% annual rate of return)
      Balanced (6% to 10% annual rate of return)
      Conservative (Less than 6% annual rate of return)
      I do not know
      Not Applicable
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39. How would you describe your tolerance for risk as related to your retirement investments? 

 

Respondant Spouse
      I like to take risks to try to earn increased 

returns on my investments.
      I am willing to take an average amount of risk 

to try to earn average returns.
      I do not like to take risks in my investments. I 

prefer the security of safe investments.

40. What is the average annual income you expect to receive during your retirement years from the listed sources? 

Sources Average Annual Income
Social Security Income
Corporate Pension Income
Rental Income
Other Income

 
41. Do you plan to sell your home as source of retirement income?

 Yes   No
 

42.Do you plan to sell your agricultural business as a source of retirement income? 
 Yes  No

 
 

43. Do you feel you will be able to support your current lifestyle during your retirement years, given your current 
level retirement savings (or lack thereof)?

 Yes  No
 

44.  Do you feel you are adequately preparing yourself (financially) for your retirement years?
 Yes  No

 
45. What do you expect the average inflation rate to be during your retirement years? 

 1% 
 2% 
 3% 
 4% 

 5% 
 6% 
 More than 6%, please specify_____

 
46. Which of the following types of insurance policies do you currently own? (Check all that apply) 

Respondant Spouse
      Health/medical insurance
      Long Term Care insurance
      Disability insurance
      Term Life Insurance
      Whole Life Insurance
      Universal Life Insurance
      Variable Universal Life Insurance

 
 
47. If you have off-farm employment, does it provide you with any of the following insurance coverage? (Please 

check all that apply) 

   

Respondant Spouse
      Health/medical insurance
      Long Term Care insurance
      Disability insurance
      Life insurance
      Does not apply to me



  87
  

   

 
48. Do you feel it is necessary to own long term care insurance?

 Yes  No
 

49. At what age do you think it is necessary to purchase long term care insurance?
 30-40 
 41-50 
 51-60 

 61-70 
 Greater than 70 years of age

 
50. Which of the following are the most important factors in choosing a long term care policy?

 Inflation Clause 
 Lifetime care 

 Coverage for both spouses 
 In-home care coverage

 
51. Where do you expect to get the majority of your income during retirement? 

 Social Security 
 Corporate Pension Plans (defined benefit and/or defined contribution plans) 
 Personal retirement investments (IRAs, 401(k), 403(b), 457, Keogh, etc.) 
 Trust Fund 
 My Children 

 
Income and Debt 
 

52. What is the average annual gross income for your farming operation? 
 Under $10,000 
 $10,000-$25,000 
 $25,001-$50,000 

 $50,001-$100,000 
 $100,001-$200,000 
 Greater than $200,00

 
53. What is the average net farm income for your farming operation? 

 Under $10,000 
 $10,000-$25,000 
 $25,001-$50,000 

 $50,001-$100,000 
 $100,001-$200,000 
 Greater than $200,000 

 
54. What is the average gross income from your off-farm employment each year? 

Respondant Spouse
      Under $10,000
      $10,000-$25,000
      $25,001-$50,000
      $50,001-$100,000
      $100,001-$200,000
      Greater than $200,000

 
55. Approximately what percentage of your total household income comes from off-farm employment?

 Less than 10% 
 10 to 25% 
 26 to 50% 

 51 to 75% 
 Greater than 75%

 
56. What is the total value of your and/or your spouse’s non-farm assets?  (Examples of non-farm assets – 

investments, personal assets, etc?) 

Asset Value
House and Non-farm Real Estate

Other Investments

Personal Assets
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57. What is your total non-farm household debt (automobile, vacation, student loans, credit card debt, home 
mortgage)? 

Type Debt
Home Mortgage

Auto Loan

Student Loan

Credit Cards

Other

 
58. What is your total farm debt (operating debt, equipment, leasing, farm land mortgage, etc.)?

 Less than $50,000 
 $50,000-$100,000 
 $100,000-$250,000 

 $250,000-$500,000 
 Greater than $500,000

 
59. What in your mind would encourage farmers to start develop an estate plan, a retirement plan or a transition 

plan?  (Please be specific) 
________________________________________________________________________________
________________________________________________________________________________
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Appendix C 
 
November 11, 2004 
 
 
Address 
Address 
 
 
 
Dear Sir or Ma’am: 
 
I am a graduate student at Virginia Tech studying Family Financial Management with Dr. 
Alex White.  Both he and I have an agricultural background with a financial emphasis, 
and through past studies we have learned that farmers are not preparing for retirement or 
they are not retiring at all.  We are both interested in examining the reasons for this 
pattern.  With better understanding of the farmers’ purposes for not preparing, professors, 
financial advisors, and possibly government officials can provide farmers with more 
planning options to help them achieve their goals. 
  
We would like to request for your participation in a survey developed to analyze Virginia 
farmers’ retirement and succession strategies.  The information you provide will remain 
completely confidential.  This survey has been developed for academic purposes; 
however, major findings will be reported in an aggregate manner to professionals in the 
agricultural industry.  No individual data will be reported.  The information gathered 
from this survey will only be used to help Virginia farmers better prepare for their 
financial goals and increase their success rate in achieving those goals.   
 
For your convenience, we have also developed an online version of the survey.  If you 
would rather use the online version you can go to 
http://survey.vt.edu/survey/entry.jsp?id=1099362775149 and enter VAfarmer for the 
password.  Please be sure to only respond once to either the mailed survey or the online 
version. The surveys are exactly the same and if we have multiple responses the data will 
not properly reflect the population.  If you use the online version do not worry about 
returning the printed survey. 
 
We would greatly appreciate if you took time out of your busy schedule to respond to the 
survey.  With your response, we can gain a clearer understanding of Virginia farmers’ 
strategies which will allow us to alter teaching, advising, and policies to better meet your 
needs.  The survey needs to be returned to Virginia Tech no later than January 31, 2005.  
If you have any questions please do not hesitate to contact Dr. Alex White or myself.  
Our contact information is list below.  We truly appreciate your time and assistance. 
 
Sincerely, 
Stephanie Mary Smith     Alex White, PhD.  
(stsmith5@vt.edu)     (axwhite@vt.edu)  

    

http://survey.vt.edu/survey/entry.jsp?id=1099362775149
mailto:stsmith5@vt.edu
mailto:axwhite@vt.edu
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Appendix E 

 
Retirement Calculation Worksheet 

 

Years Until Retirement years
Years In Retirement years

Nominal Inflation Rate
Nominal Rate of Return

1.  Annual Pre-tax Retirement Living Expenses    (in today's dollars)

2.  Expected Annual Social Security Benefits    (in today's dollars)

3.  Expected Annual Pension Income    (in today's dollars)

4.  Expected Annual Income From Other Sources   (in today's dollars)

5.  Expected Retirement Income Needed From Savings

6.  Future Value of Additional Income Needed

7.  Amount Needed at Retirement to Generate Additional Income

8.  Current Value of Savings

9.  Expected Future Value of Current Savings

10.  Average Annual Contributions to Retirement Investments 

11.  Expected Future Value of Current Annual Contributions

12.  Total Retirement Capital You Need to Accumulate

       Additional Annual Savings Needed to Reach Your Retirement Goal

4% Age was determined from the survey.

7% Years in retirement were determined from the U.S. Census Life Expectancy Table for 2001.

3%

Annual living expense, if not indicated in the survey, came from U.S. census data for living expenditures of people 
65 and older

Social Security Benefits was given on a monthlybasis from 
http://federalvoice.dscc.dla.mil/federalvoice/040211/ssachange.html and then multiplied by 12 (for 12 months in a 
year).  This number was used if Social Security benefits were not indicated in the survey.

$60,000

$0

$0

Developed by Dr. Alex White, Virginia Tech

30
25

4.00%
7.48%

(From continued employment, sale/lease of assets, .etc.)

(You'll need roughly 60-80 percent of current income or 80-120 percent of 
current family living expenses)

(Line 1 - Line 2 - Line 3 - Line 4)

(See table below for estimates of annual Social Security 
Benefits)

(To estimate - multiply your salary by total years of service (at 
time of retirement).  Multiply this result by 0.012)

(Line 7 - Line 9 - Line 11)

(This includes annual contributions to ORP, 403(b), 457, 401(k), IRAs, SEPs, 
and Keogh retirement plans)

(This includes all retirement savings and investment accounts.  You may include up 
to 1/2 of your equity in your house and/or other business assets if you expect to sell 
these assets to fund your retirement)

The expected rate of return was determined by creating a portfolio of 70% Taxable Bond:Short and 30% Fidelity Spar 
500 Index which had an average 10-year return of 7.48%.

$0

$60,000

#N/A

#N/A

$161,000

#N/A

#N/A

$17,000

#N/A

#N/A
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