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1  CASH IS KING. Carefully examine every capital 
purchase that will require additional debt. Ask yourself 
if the expenditure will generate the cash flow needed to 
pay for itself. If the new item can’t create enough new 
cash to pay for itself over a reasonable period of time, 
defer the purchase.

2  LET A FARM BUDGET BE YOUR FINANCIAL ROAD 
MAP. Without a budget, you’ll be financially lost. Use 
a farm budget to track all income and expenses and 
update it frequently—it will help you maintain the 
direction of the business.

3  ANALYZE YOUR FARM’S FINANCIAL POSITION AND 
PERFORMANCE. Are you getting the maximum return 
from your investments? If not, why? Are your non-farm 
assets generating a maximum return? If not, can any be 
sold?

4  EXAMINE YOUR DEBT STRUCTURE. Finance long-
term assets, like real estate, with long-term debt. Finance 
shorter-term assets, like machinery, with shorter-term 
debt. Is it possible to increase your long-term debt to 
pay down your short-term debt? When deciding to use 
your long-term equity, make sure your need is extremely 
significant.

5  PREPARE FOR YOUR FINANCIAL REVIEW WITH 
YOUR BANKER. Have current inventories, cash flows 
and balance sheets ready, and provide the information 
your banker requests. If you are having financial 
problems, put your thoughts about how to resolve them 
on paper so your banker can review them with you.

6  ASK YOUR BANKER ABOUT THE USDA’S 
GUARANTEED FARM AND RURAL LOAN PROGRAMS. 
Your debt can be restructured over a longer period at a 
lower rate if the USDA provides a credit guarantee to the 
bank. If your banker does not know about the programs, 
set up an appointment for you both to visit a USDA 
Service Center.

7  REVIEW YOUR HAZARD AND FIRE INSURANCE 
COVERAGE. Increasing your deductibles can lower your 
premium. Carefully review every item on your inventory 
list and consider eliminating coverage on obsolete or low-
risk items.

8  EXAMINE YOUR LIFE INSURANCE POLICIES. Many 
whole-life policies contain provisions that allow you to 
borrow against or deduct premium costs from the cash 
surrender value at low rates. What type of life insurance 
do you have? Is it worthwhile to maintain a costly whole 
life policy when you could get similar coverage from a 
less expensive term policy?

9  DEAL WITH FINANCIAL PROBLEMS IMMEDIATELY. 
Talk to your banker early and often. A good way to avoid 
serious financial problems is to identify and resolve them 
early. Take a team approach; create a personal “board 
of directors” of people you know and respect—including 
your banker—who can be your sounding board.

10  KEEP A CLEAR PERSPECTIVE. Think through business 
problems by temporarily getting away from them. Take a 
weekend off, or resolve to see at least one movie before it 
comes out on DVD. However you do it, it is important for 
you to balance and shift your focus to other activities—it 
will make your home team stronger.
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