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Credit In Agriculture Business
Role of Credit in Agribusiness

I. Credit provides a means for a business to acquire money for investment in the business or to cover operating costs.

A. Goods used by a farm or business to produce other goods for sale are called capital goods.  Examples are:

1) Equipment 

II. Money used to purchase capital goods is also called capital

A. Credit is a resource of the business just as land, labor, and management are resources


B.  


C. Businesses can grow in two ways: 

1) Increasing the size of the operation by purchasing or renting additional property or equipment.

2) Increasing the efficiency of the existing business through improvements in existing equipment or the purchase of new, more productive equipment.

Credit Terminology
III. Terminology

1) Financial Capital- dollars owned or borrowed. It is used to acquire the growing economic capital requirements of agriculture.

2) Debt-  
3) Credit- either borrowing money and promising to pay back in the future or receiving goods for a promise to pay in the future.

4) Creditor- 
5) Debtor- the borrower or one who owes a debt

6) Financial Management- decisions surrounding acquisition and use of owned financial capital, borrowed financial capital, and leased economic capital.

7) Lender Security- extension of credit usually includes a legal obligation to repay the debt and usually involves some form of security held by the lender.

8) Real Property- land, anything affixed to land (crops before harvest, buildings, fences,etc.) and appurtenances.

9) Personal Property-  
10) Collateral- real or personal property pledged by the owner/buyer (debtor) as security for the extension of credit by the lender (creditor)

Role of Credit in Agribusiness
III. Types of Capital 

A. Real Estate Capital-  

B. Working Capital (Intermediate-Term Capital)- Money used to purchase productive inputs that are used for more than one year; examples are breeding stock, equipment, and machinery.
C. Operating Capital- Money used to purchase inputs that are rapidly consumed in the productive process; examples are feed, fertilizer, and labor.

