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DEFINITION OF CAPITAL

Capital is defined as assets that help to produce other goods. It includes
hoe, cutlass, machinery, buildings, stocks of seeds, crops in the field,
storage equipment, money, etc. Before starting a farm, the farmer must
consider means and ways to raise capital.

TYPES OF CAPITAL

Labour can be classified into four namely,

1. Fixed capital

2. Circulating capital

3. Social capital

4. Liquid capital

Fixed Capital

They are durable goods that are replaced after a fairly long interval.
E.g. Farm buildings, farm machineries, etc

Circulating capital

They are goods that are used up during production such as raw
materials, fuel, etc.

Social capital:



They are goods or assets which provide social services to the
people such as hospitals, schools, roads and telephone.

Liquid capital:

It is cash in hand which can easily be converted to circulating
capital or fixed capital.

SOURCES OF CAPITAL

Farmers can obtain capital for farming business in many ways. These
include:-

1. Borrow money from members of the family or from good friends

2. Borrow money from local money lenders who charge high interest
rate for the loans they give

3. Group contributions: Farmer can participate in group contribution
from which they collect bulk money when it is their turn.

4. Nigerian Agricultural and Cooperative Bank (NACB) provides
finance as loans to farmers for agricultural production.

5. Farmer Cooperative Societies: They provide inputs such as seeds,
fertilizer, etc in credit only to current members of the cooperative
society.

IMPORTANCE OF CAPITAL

1. Capital is required to buy seeds, fertilizers, pesticides and animal
feeds

2. Money is required to buy farm tools and machinery.

3. Money is required to pay the consultancy services rendered by
agricultural scientists, veterinary doctors, etc

4. Capital is required to pay for vehicles which carry farm produce
from the farms to the markets in towns and cities.

ASSIGNMENT:

State five (5) administrative functions of a farm manager




