TAA

Trade Adjustment
Assistance for Farmers

Goals

Most of us would not leave home on a trip to an unfamiliar destination without a road
map. We would want to know where food, gas, and lodging were available. Family
members would discuss the best route. An arrival time would be estimated to inform
family and friends. What about an agricultural business or fishery that is considering a
new business model? Before launching into a new business plan, a well-developed “road
map” is needed. A successful “road map” starts with discussion of where you want to
go—personal and business goals. Steps for generating goals to guide your business
decision-making follow.

What Are Goals?

A goal is a statement of what an individual or family wants to achieve. Through goals,
each person, family, or business unit identifies its aspirations for the future. Goals
change with circumstances and time, and they must be reevaluated and updated
periodically.

How To Use Goal Setting

Goals provide focus and direction for management. Attaining high priority goals takes
precedence in management decisions. They serve as reference points to monitor how
well a business is doing and as a motivation if deadlines are specified. Goals help aid
decision making in the face of uncertainty. Finally, achieving goals can serve as a
rallying point for the family or business management team.

Steps in Goal Setting

Goal setting requires creative thinking. Goals can be tangible and intangible, short-term
and long-term, monetary and non-monetary. Goals are personal and unique to the family
since they reflect values and beliefs, the resources available, and the opportunities and
limitations faced. Because achieving goals often requires the cooperation of family, the
goal setting process should involve discussion and compromise among family members.
Seven steps for setting goals follow.
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Assess where the operation was in the past.

Assess family and farm resources (including self) and planning restrictions.
Develop a general management plan.

Identify and establish specific goals or objectives.

Prioritize goals.

Develop plans for action and implementing goals.

Measure progress and reassess goals.

Developing SMART Goals

Other tips for goal setting are to make them SMART: Specific, Measurable, Action-
oriented, Reasonable, and established in a Time frame. Write goals down to make them
visible and increase commitment. Goals should be measurable, for instance, to increase
income by $8,000 per year. Goals should be challenging, but achievable. To be most
effective, set family and business goals jointly, that is, set goals with family members
rather than for them. Using realistic deadlines specify when the goal is to be attained.

Prioritizing Goals

Goal priorities can provide clear guidelines for management decisions and make possible
a level of consistency that otherwise is difficult to maintain. To help establish goal
priorities, ask these questions:

Which goals are most important for family well-being? Farm well-being?
Which short-term goals, if attained, would help achieve long-term goals?
Which short-term goals conflict with, or impede, long-term goals?

Which short-term goals do not support any long-term goals?

Which goals are so important that they should be attained even if it prevents
reaching other goals?

High priority goals should not receive all the attention and resources while other goals are
ignored. Priorities should not be completely either/or decisions, and priority decisions
need not be permanent. In prioritizing goals, weigh the importance of each task for long-
term and short-term goals. Consider personal life goals as well as business aims. Group
similar activities wherever possible and identify links between goals.

Implementing Goals

To effectively set and implement goals, the business manager must invest time and
energy in mapping out goals. A thorough job of planning, with a commitment to the
goal-setting process, will help ensure positive results. Make the goal known to others.
Relate individual goals to family or team goals. Try to anticipate problems and plan
strategies for overcoming them. Do not ignore potential conflicts or restrictions that
might prevent reaching goals. ldentifying possible problems in the planning stage will
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allow time to resolve conflicts or channel efforts to feasible objectives. Beware of the
following potential pitfalls:

Making goals too lofty

Trying to do too many things at once

Overemphasizing quantitative aspects

Vulnerability to unexpected events

Failing to use all information or include all decision makers
Ignoring good plans.

Summary

Goal setting, although important for all individuals and families, is especially important

for family farms and small businesses because of family and business interrelationships.

The development of individual goals, discussion and negotiation of family goals, and
business and family priority setting gives structure to the management process. Setting
goals as a family at least annually (or whenever circumstances change significantly)
should become part of the business management routine. By helping individuals and
families work smarter, goal-directed management can improve business efficiency.
Achievement of goals should result in a feeling of accomplishment and pride. Use the
following worksheet to begin specifying goals for family and business.

Reprinted from Goal Setting for Farm and Ranch Families, Damona Doye, Oklahoma
Cooperative Extension Service, Oklahoma State University.
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Goal Setting Worksheet

O Short Term O Intermediate term O Long-term O Farm/business O Family/personal
Goals Priority Potential Conflicts Ways to Resolve Resources Assigned Deadline
(High, Med. Low) or Restrictions Conflict Needed Person(s)

Most important goal?

Second most important goal?

Other goals?

Provide each family member or person involved in farm management with a copy of this worksheet. Ask each person to complete it, without input from others initially. When everyone

has completed the worksheet, discuss it with family and/or business associates. Use additional copies of the worksheet to document your family or farm management team'’s best
thinking and mark it as such. Short-term goals should include those that will allow you to attain your long-term goals. An additional sheet detailing activities necessary to achieve a
goal may be needed, along with an associated time line.
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TAA

TranSItlon I ng OUt Of Trade Adjustment
. Assistance for Farmers
the Business

For some farmers and fishermen, exiting the business may be the best financial and
family option. For some it may be the only option. Transitioning to a new career,
business, or to retirement can be an emotional and complex experience. This is
particularly true when financial stress is forcing a change or exit from the business.

Some producers and their families may be ready for a change or for retirement, but others
may be in the process of being forced out of their business for financial reasons. If you
are facing a potential transition out of your business you should discuss your options and
goals with family members, creditors, and financial advisors. You might also seek
additional assistance from TAA technical assistance providers.

There are different transition issues that need to be addressed depending each individual’s
situation, but some general factors should be considered by most producers or fishermen
faced with exiting their business. These include future sources of income, family and
emotional well-being, tax and credit issues, and retaining and education opportunities for
TAA eligible producers and fishermen.

Future Sources of Income

If you are transitioning out of your business, you need a new means to support yourself
and your family. Your source of future income will depend significantly on your stage of
life. Your stage in life will determine whether you are willing to start over with a new
career or business, seek additional education and training, or plan for partial or full
retirement.

Different Business or Career

An earlier section of the TAA technical assistance package, Inventory of Resources and
Talents, discussed your skills and resources. This same inventory can be very useful to
assess your opportunities to transition to new business or career. The education and
experience that you have obtained will have a significant impact on the alternative
sources of employment and income available. The management, technical and people
skills obtained in farming or fishing can often be leveraged into valuable assets for other
types of employment or in other businesses.

Farmers and fishermen possess a set of entrepreneurial skills that are valuable when

starting a new business. But starting a new business is rarely easy. The statement is
frequently made that 80 percent of new businesses are gone within five years. Farmers
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and fishermen may possess the experience and management skills to give them the edge
to overcome the odds when starting a new business, but should still seek advice and
assistance. Small Business Development Centers (SBDC’s) are located throughout the
country and provide help with financial, marketing, production, organization, engineering
and technical problems and feasibility studies. To locate the nearest SBDC visit
(http://www.sba.gov/sbdc/) or call 1-800-8-ASK-SBA.

You may be interested in starting a new career as an employee, rather then starting a new
business. You probably have numerous relationships with businesses in your area. If
you are seeking off-farm employment, your existing relationships are one of the most
valuable tools available to assist you in your job search. As the producer of a TAA
certified commodity, you also have access to employment counseling services at your
state department of labor (http://www.doleta.gov/tradeact/contacts.cfm). Location may
also be a major factor in determining how you will seek future income. In many rural
areas job availability is limited, many jobs may not pay enough to maintain your standard
of living, or available jobs may not include health insurance benefits. Determining
whether you are willing to relocate may be a major issue for you and your family.

Regardless of whether you are considering a new business or a new job, your attitude is
critical to success. You have the opportunity to create a new future for yourself. You
can take the attitude that your future is in your hands or you can have the attitude that you
are a victim of circumstances beyond your control, of imports, overproduction, and lost
markets. Your attitude may be the single most important factor in determining the
success of your new career or business.

Retirement

The average age of agricultural producers in the U.S. is in upper 50’s. For many
producers, retirement may be a viable option when facing the choice of exiting the
business or struggling financially to keep it going. If retirement is an option for you,
there are a number of questions you should answer before making the decision to retire.

Do you have sufficient financial resources to sustain you through the retirement years?
You should project your retirement income and your retirement expenses to determine if
you will have adequate income for your retirement. If you aren’t sure how to project
your financial needs or how to evaluate income from your investments and capital assets,
you should seek the assistance of a financial planner. How will you handle your capital
assets? For many producers, the bulk of their wealth is tied up in capital assets such as
land, buildings, and equipment. Will you sell the capital assets and invest the proceeds or
will you lease out the assets to provide retirement income? Do you know how much
social security you will receive if you retire? Do you have the annual statement you
receive from Social Security Administration detailing how much you will receive at
various retirement ages? You may want to contact your local social security office
(http://s3abaca.ssa.gov/pro/fol/fol-home.html) or call 1-800-772-1213 to determine your
specific retirement benefits.
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Health is a major issue for most senior citizens. Do you want to retire early while your
health is good? If you retire now will you have adequate health care coverage to cover
you until you are eligible for Medicare? Should you wait to retire due to health care
affordability?

Supplemental Income and Leasing Assets

You have probably considered supplementing your income with off-farm or non-fishing
income. Have you exhausted all the possibilities for supplemental income? There are
certainly trade-offs associated with finding a second job. You may not have the time to
successfully manage your business. The impact on your quality of life or family life may
cause you to decide supplemental income is not worth the cost.

You may want to explore the possibility of terminating your business while retaining
control of your business assets. Leasing your land, equipment, or boat to other farmers or
fishermen when combined with an off-farm or non-fishing job may allow you to support
yourself financially. This alternative may allow you to keep the land or boat to which
you have emotional ties, while providing sufficient income for your family. EXxiting the
business while retaining control of the assets is dependent on the amount of debt you
have against those assets and your overall financial situation.

Family and Emotional Well-Being

When considering a transition or exit from your business, family concerns are one of the
major issues that will impact your decision making. What are the goals of your family?
How much emotional impact will leaving the business, possibly your way of life, or a
potential move have on you and your family? Where will you live, can you stay living on
your farm or in your community?

Goals

The previous Goals section of the TAA technical assistance package discussed setting
and implementing goals for your business and family. Goals are important when you are
considering a major career change. Even though exiting your business may be the best
financial decision or in some cases you may not have a choice about exiting, considering
your family goals as explore the next step is important.

Emotional Stress and Counseling

Transitioning out of your business and your way of life may be one of the most stressful
events you will ever experience. This is especially true if you are exiting due to financial
stress. Although you might not believe it now, many farmers and fishermen have
successfully and happily transitioned to a different career. Many successful business
people started out with a farming background and took their work ethic and skills into
another field. During this time of emotional stress, it may be very important for you get
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help. Counseling help is usually available. You might start by checking with your local
county human services department or a member of your local clergy. If you don’t know
where to ask for help, contact your local Extension Service and ask them where to find
assistance.

Living Situation

What options do you have to continue to live in your home and in your community? The
answer may depend on many of the issues discussed above, can you find alternative
employment or start a new business that will financially support you in your current
living situation? If you live on a farm, can you retain ownership of it and rent out the
land? If you need to sell the land, can you keep the farmstead and continue to live in
your home? If you need to move to a different community to find employment, will you
be able to continue to own a farm that may have been in your family for several
generations? One of the most important aspects of these topics is whether you are willing
to seek the help of friends, family, or business advisors to help you think through your
options? Often times someone else can help you think about options more broadly and
also, others can look at the situation without the emotional stress you may be
experiencing.

Tax and Credit Issues

Taxes are one of the major issues you will need to address if you exit your business. If
you are planning to sell your business or assets owned by your business, meet with a
qualified tax advisor first. You should also keep your lender informed about your plans.
Many assets have security agreements in which they are used as the collateral for the
outstanding debt used to purchase the asset. Proceeds from assets sold with security
agreements must be used to pay off the credit owed for the asset.

Income Taxes

Taxes can consume a major portion of the sales value of a business’s assets. Tax
planning is critical if you are transitioning out of your business and selling business
assets. When selling capital assets you must pay income tax on the difference between
the selling price and the tax basis of the asset. Tax basis is the generally the amount you
paid for the asset minus any tax depreciation you have claimed on it. Some assets, such
as land, are not generally depreciated, so the tax basis is simply the difference between
the selling price and the original purchase price. Most assets owned more than 12 months
qualify for capital gains tax rates. Capital gains rates are either 5% or 15% depending on
your income level. For assets that have been depreciated below their market value, the
difference between the sales price and depreciated value will be taxed at your normal
income tax rate.

There are ways to reduce the amount of tax you will pay on the sales of your capital
assets. One method is installment sales of property. The installment method allows you
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to spread out the taxation proportionally over the years that principal payments are made.
Another strategy is to sell assets over several years. Both the installment method and
selling assets over time will often allow you to keep more taxable income in lower tax
brackets. If you are selling a farm that includes your personal residence, up to $250,000
($500,000 for married filing jointly) of capital gain on the residence can be excluded
from taxation. In every case you should consult a tax advisor.

Self-Employment Tax

Income tax must be paid on the sales of all farm or fishing assets, but self-employment
tax is only due on current assets, such as, crop and livestock inventories. You may want
to consider selling all of your current assets in a single year if it will push your income
over the self-employment tax limit. In 2003, self-employment tax is only charged on the
first $87,000 of income. The self-employment tax threshold increases each year. Sales of
capital assets including equipment, machinery, buildings, and land are not subject to self-
employment taxes.

Collateral and Security Agreements

You have probably been discussing your situation with your lenders, but before you sell
any assets you should contact the appropriate lenders to check on security agreements.
You should repay outstanding loans against assets that you are selling or discuss a
repayment plan and security release with your lender. Frequently there is considerable
debt against farming or fishing assets. Liquidating some assets may only generate
enough cash to pay the outstanding debt or in some cases the sales revenue may be
insufficient to cover the debt. You should keep lenders informed throughout the process
and work with them.

TAA Retraining and Education Opportunities

Producers of commodities that are eligible for TAA benefits are also eligible for
substantially more retraining and educational benefits than the typical producer or
fisherman facing an exit from their business. To learn more about TAA retraining and
educational benefits available, contact the Department of Labor TAA coordinator in your
state (http://www.doleta.gov/tradeact/contacts.cfm). For some producers and fishermen
the TAA educational benefits may be the most significant benefit available under TAA.
For others, such as those approaching retirement or unable to relocate to an area where
jobs are available, the educational benefit may be less valuable.

The TAA Department of Labor program provides retraining and reemployment services
tailored to help individuals prepare for employment in another job or career. Producers or
fishermen may receive up to 104 weeks of approved training in occupational skills or
basic or remedial education.
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There are some conditions that you need to meet to receive the educational benefits. You
must be able to complete your educational program within 104 weeks and be job ready at
the end of that time. Generally that means that will need to earn some type of degree
within the 104 weeks. The educational program must be fully paid for by the Department
of Labor. You can’t supplement government payments with your own funds. This
means that there are limits to how much the program can cost and on when you must
complete it. Individual state labor agencies responsible for TAA have lists of educational
programs in which TAA participants may enroll.

Summary

Whether to make the pivotal move of transitioning out of your farm or fishing business is
a very personal decision that each person has to think through with the support of his or
her family. Analyzing the financial viability of your business, determining the
availability of alternative sources of income, working through the emotional and family
issues, examining the tax consequences, and exploring retraining opportunities are
important parts of the process. Assistance is available for all of these issues related to
transitioning out of your business, but only you and your family can make the final
decision.

Developed by Kevin Klair, Extension Economist, Farm Management, University of
Minnesota.
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