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THE HERTS AGRICULTURAL SITUATION 33

THE MINISTRY OF AGRICULTURE'S
SHORT-TERM CREDIT SCHEME

(Acnrcur.lrn-lr Cnrorrs Acr r9z8 : Per.r II. Snorr:Trnlt Cr.rorr)

Bv R. R. ENFIELD
Mini$ry of ,lgrk lta/e

Ar tlte outset I might perhaps refer briefy to some of the ideas upon
which this part of the Act is based.

Short-tirm credit, whatever the industry may be in which it is em-
ployed, must ultimately be derived from the available savings ofthe general
iorimunitv. and the iroblem of agricultural credit in the last resort is

one of gui'ning for ae.riculture the iuJlest possible access to tlese savings.
Any -ichin"?y for "the provision of credit, whatever the actual fomr it
may take, musi include two distinct sides to it. It must include not only
the business ofmaking loans to farmers, but also tie business ofattracting
rie deposits of the pn-vate depositor, out of which such loans are made.
Before the present Act was passed various suggestions had been put for-
ward from time to time for tie improvemeni of short-time agricultural-
credit facilities in this country. Two of the most important of these-may
be mentioned. The first was the establishment of some system oI co-
operat;ve credit societies on the lines of tiose prevalent in Germany,
fi.n-ark. Hunsarv- and manv orlter countries. So successful had been

the slst"- of riesl credit insiitutions, and so rapid its growth in foreign
.o*riries. that manv people held that this slstem alone would provide a
satisfactory means ,if imrjtorine agricultural credit in this country. The
s"cond wis the creation of a-n Agricultural Bank, with rural Lranches
solelv enmsed in 6nancing agriculture,

f(to*iJ Urt of rhesi plans objections have been raised, but it is

oerhaps unnecessar! to deal with them here, except in regard to one fi.mda-

ioental obiection rihich applies to both. It relates to the second of t}re
two firnctions referred to ilove--namely, the ability of such institutions
to attract deposits. I f organizations of ihis chu.ucte. wet" established in
this country,;d were to finction as banks, it would be necessary for them
not only t6 make loans but to receive deposits. But to obtain dePosits

thev wo'uld have to.face conditions very unlike those prevailing in countries
*hlre syst"-s of co-operative credit have prospered. They would have

to face 'th" formidable competition for deposits of the joint sto& banks'

Bv some means or other it would have been necessary for them to attract
nir"l deoosits to themselves and awav from the banls. How cou]d this

be done'l In Great Britain the impregnable financial strength of the
great banks gives them a commandinf poaition in the matter ofattracting
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34 THE HERTS AGRICULTURAL SITUATION

,r]?l 9..X*i:r,.gr;nst which it would have been extremely difficllt, if not
!mposslble, for a new and rival institution to comDete.
. The position occupied by the great hanks and tireirnerwork ofbranches
tn the economic and financial struirure o[ this country profoundlv afiected
the problem. of agricultural credit, and of.r"a 

" 
,"iy'r.iiori, ifl"i ;r_

superable, obstacle ro any attempt to create new c.edlt inrriruiions iolely
concerned with linancinq agriculture.

'The present measu re'is*based on the belief that tle yast fund of the
nation's deposits will continue to be administered -.inin-fu ,t.i"i",stock banks, and_that any system ofagricrlru.rt .r.Jii*t i.i, irio.-ior-
to modern requrrements must be designed in recognition of these con_
drtrons, and must therefore be based ufin the banks] This conception isat the root of. tie.present- measure. 'It is a measure *t ;.t ui*i 

"o, ",crqrtrng new tendrng institutions but at improving the position of the
agnolhrral rndustry as a borrower from the existins hani<s, It aims at,n.l: lng the accessibility. to-agriculture of the griat fund of deposits
whrch rs controlled bv the banks-

. Upon what does tiris accessibility depend I In the last resort it must
depend on the character and amouni ofihe security which the iar-"..u.,
offer, and rhe purpose of this part of the Act is'rherefore t" 

^olil;r"(so.to spe"k), to the fullest possible extent for credit pumoses. the wealth
whrch agriculture itselfcreates. prior to the passing of tire Act a farm.r
rn borrowing- from a bank had to rely mainlv on his personal credit and
on the security of such non-agriculrirral weilth as h'" misht oossess_*
lrle-rnsu,rance policy, industrial stocks and shares, etc. Hi had no satis_
tactory legal means of borrowing on the direct security of his farmins
stock.- Iarming stock, however, in the case ofthe tenant farmer is oftei
hls chref asset, In aggregate the value of tle total farmine stock of the
country amounts to a v€ry large figure, far exceeding the"aggregate of
bank advances to asriculture.

,To ouercome ti'is-d_ifficulty is tle object of part I I. of the Act, and it
seeks to do so in the followins wav .

- Section 5 of ti,. e.i .".ti"r 7f".*., to creare in favour of a bank a
charge kno*tt as an. " agricultural charge " on anv or all of his farming
stock, and other agricultural assets, with-the obieci of providins securiti
lor money advanced to him by the bank. Thi asricultural cErse *iil
be-embodied in a document agreed to hy the farrier and his ban'k. It
wrll grve the bark c.ertain rights over.t}e-property included in the charge,
andlmpose on the farmer certain obligations.

The Act provides that the charge-may take one of three forms.
Firstly, it may be a " fixed " chirge--lthat is to say, the document witl

specrfy.rhe property-affected try the chirge. It may, ior example, speci$,
a certarn number of head of live stock, certain agriculrural implemens,
or the, crop of.potatoes, wheat, orrc, 

"ic,. from iertain specln'"a nelas.
ln such a case it will be for the farmer to agree with the bank as to what
property suits best t}te particular circumstarrles of the case.
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Secondly, rhe charge may be a " foating " charge. This means that
the document, instead of speii!,ing certain property, would include either
the whole of the property which from time to time belongs to the farmer,
and which .* uitd.i thi Act be made the subject of a-charge, or s..rch

pan of it as the farmer and tl:e bank may agree upon. A foating charge

rnieht. fot example, include the whole of the borrower's farming stock
wi[out specifying the number of live stock or acreage of crops, or it mig]rt
include the wholJ of his live stock without including any other ProPeny,
or ir miaht include his livc stock and implements without including crops

or otlei assets. Obviously tlere are many wa,s in which a foating
charge can be drawn up wliich must depend on the circumstances of each
particuiar case.' Thirdlv. the charse misht be a combination of these tw-o. In this

c.se th" d6ir-ent wJuld s[ecify certain ProPerty over which it cre-ated

a fixed charge, and would also sit out the classes of property over which
it created a foating charge.

It seems likeli that'in the majority of cases the most convenient
form to adopt will'be that of a floating charge'

The next point to consider is the property which can under the Act
be charsed in the manner iust described. The Act defines t}e property

-th"t 
i's to say, the farming sto& and otler assets-which may be made

the srbiect oian agriculrural charge as follows:
"'iarmins .toik' -.-t crois or honicultural produce, whether

srowins or sev;red from the tand, and after severance whether subjected

io anv ireatment or Drocess of manufacture or not ; live stock, including
poult'ry and bees, and the produce and progeny thereof; any other agri-
i,lturil or horricultural produce whether subjected to any treatment or
orocess ofmanufacrure oinot ; seeds and manures ; agricultural vehides,
in^.hi.rerv- and other plant ; aqricultural tenant's fixtures and other
,sricolnriil fimrres whiih a tenani is by Iaw authorized to remove. . ' .

' " ' 6,5". agriculrural assets' meani a tenant's right to compensation

under the Asriqrltural Holdings Act, t923, for imProvements, damage

bv same. disiurbance or orlerwise, and anyother tenant right'"
' I? 

"lro 
rt^,"t that a fixed charge may inilude, in the case of live stock,

anv orosenv which mav be borriafter'the date of the charge' and, in the
ca(e of ieti*lt r.al plant, an y plan t which may wh ilst the charge is in force

be subetiirted for thi plant siecified in tlre charge.
So much for th" piwe.s'to create an agricultural-charge' A farmer

-ho has c.""t"d a fixed charge in favouiof a bank on any or. all of
his property has certain obliltions to ful6l. These are provided in
Section 6 (i), and are as follows : .

" (a) An oblisation whenever he sells any of the property, or receives

,r,, -t1.u i, resiect of other agricultural asets comprised in the charge,

foith*ithio Dav to the bank th'e amount of t}e proceeds of thc sale or
the money so i"c"iued, except to such extent ai the charge otlerwise
provide or the bank otherwise allows.
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,'l@ e" olligation in the event of tle farmer receiving any money
unoer any polrcy ot lnsurance on any of the property comprised in thl
:na.rge,. 

or_any money patd by way of compensation under thl Diseases of
Anrmals Acts, t8.g+ to t927, in respect of t_he destruction of anv live
stock compnsed rn the charge, or by way of compensation und6r the
Lrestructrve Insects and Pests Acts, t877 io t927, in respect of the de_
struction of any crops comprised in tie.irl.g., f;#iri,h ;;;;;;;"*,
ot the sums so receiyed to the bank, excepi ro such exteni al the chr.rge
otherwise provides or the bank otherwis.,llows-,i

^_ .ll 1...h.n.., therefore, of an agreement with the bank providing

:::: :.i,riy,," tarmer who has created a fixed charge musi pay thE
proceeos to the bank.

., .If the,charge is a floating charge the same obligations appl% exccpt
that lt and so {ar as the proceeds of sale and other i"ceipts aie L*perdid
by hlm In 

.rhe purchase-of farming stocl, which on purchase blcrmes
suDJect to the charge, tt isnot necessary for a farmer t; pay to the ban_k
rne proceeds ot sale or rhe amount received in respect oT bther agricul_
trural assets under policies 

^of 
insurance o, by *ay of lo-penr",i.n. 

-Tf,rr,
rt a larmer has-created a foating charge oir the whole oi his live stocl< he
may se|I,part.ot thelrve stock and forlhwith use the proceeds to buy other
uve stocK. Anv balance oI the nr96ss!5 n6g 5pent in this way wouid haveto be paid to the bank.

Where the charge-has been created to secure a sum ofmoney adyanced
on current account, the obligation to pay the proceeds to the blnk m."rs
that the larmer must pay these proceeds'into his current account with the
bank-

... It is important ro otserve,tlat the-Acttras been so designed as to give
the tarmer rhe greatesr possible freedom in selling farm itock, notw-ith_
srandrng tnat tt.may be the subject of an agricultural charge. Thus atarmer, even rt he has created a charge on his live stock, cr;ps, or other
assets, is free to sell them without pievious .orrrult"iiori *i,i, 'rfr. 

.bant

l*:r- th:,.i:.g." otherwise prescrites ; .but it .rrlrroi f"'.. ,',-rongfy
emphaslzed that tarmers should in all circumstances ful6l strictlv airipromptly.their obligations to pay the proceeds to the bank. 

-' --"./

, lt, lt):t!! intent to dtfraud, a farmer who has created an aqricultural
charge.farls to comply with these obligations he will be'liable on
convrcuon to penal sewrtude lor a term not exceeding three vears-

The Act confers on the bank cerain rights in ..r'p".i 
"1,t " irop"..ywhich_is rhe subject of an agricuJtural cha"rge, the liii"r J *iliJrr'. li ,li

I,St t^ t|. case oI a frxed charge), on rlre happening of certain events,
tosetze and,sell the.pr.opgltl:.. The bank must apply the proceeds towards
(aJ me orscnarge ot the ltabtlltres secured by the charge, and (/) the cost
of seizure.and sale, and must pay the surplui, if uny, titi,. f"r},i.i--.ft 

"events whtcI| authonze such Seizure must be specified in the charge. In
:1.-::::i": l:.lil,e charge the bank has-th" ,ight to give noii* t"i"ii,;.g
to the eftect that tie charge becomes a 6xed charge on the happening oT

https://creativecommons.org/licenses/by/4.0/


This work is licensed under a Creative Commons Attribution 4.0 International License.

https://doi.org/10.23637/ERADOC-1-202 pp 6

THE HERTS AGRICULTURAL SITUATION 37

any event which, byvirtue ofthe charge, confers on the bank the right to
give such a notice.

When the charge has been agreed between the borrower and the bank
it must be registered. This will be done by the bank in accordance with
regulations made by the Lord Chancellor in respect of the registration
of agricultural charges.

An important section of the Act deals with tle restriction on publica-
tion of agricultural charges. It provides that it shall not be lawful to
print for publication or publish any list of agricultural charges, or of the
names of farmers who haye created them, although the confidential notifi-
cation by an association representative of a particular trade to its memters
trading or carrying on business in rhe district in which property subject
to an agriculrural charge is situate, of the creation of the charge, shall not
be deemed to be publicarion for the purposes ofthis section.

The Act also makes certain provisions in regard to agricultural co-
operative societies registered under the Industrial and Prolidenr Societies
Acts, r893 to r928- Such a societv is emporuered to issue a debenture
creating in favour ofa banl< a floating charqe on property which is vested
in the society and is farming stock within the meaning of the Act. The
effect of this is to give to a co-operative society similar powers to those
provided for individual farmers to charge farming stock to a bank as

secr-rrity for a bank advance.
Th-e Act came into force on Ist October 1928, but for the next two

years is :ubject to tle special provisions of Section rz, which states tlat :

" Until the first day of January, nineteen hundred and thirty-one,
the foregoing provisions of this Part of this Act shall be subject to the
followins modifrcation :

" Wi'ere a bank has before the passing of this Act made advances to
a farmer, whether by means of an overdraft or otherwise, an agricultural
charge created in favour of the bank shall be enforceable only in respect
of moneys advanced in addition to and in excess of a sum equal to the
amount of such advances outstanding at the passing of this Act."

Now the Act imposes no kind of restriction on the purposes for which
farmers may borrow money r-rnder its provisions. Suppose, for example,
the market-is bad for live'stock, for bay, or for other producc, and the
farmer wishes to hold the produce temporarily in the hope of the market
improving, he could go to the banl< and offer an agricultural charge on
the produce as security for an advance of moneywhich would enable him
to carry on until the time came to sell the produce and repav the loan.
By such means it is hoped that the Acr mav contribute ro what is often
.ill"d th" " orderly mirketing " of farm pioduce. lt should, in effect,
give the farmer a breathing space at harvest-time, and, at least to some
extent, reduce the tendency to overload the markets in certain montls of
the year.

There is another aspect of this matter. If the Act leads in time to
the greater part of short-term credit employed in farming being supplied
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direcdy by the banks tle farmer may derive from it two indirect ad-
vantages. The first is that he will know exacdy what his credit costs. and
will therefore be in a better position to calculati whet}er it pays to boirow
money to be applied to any particular purpose on the farm.' The orher
is that, in so far as he tends to make the bank his sole creditor, the farmer
will be free,r to pay cash for farm requisites purchased from merchants,
and thus take advantage of the discount for cash often allowed by such
merchants. Moreover, in his general transactions, it would tend io free
him from the encumbrance of i number ofmiscellaneous debts.

Since the passing ofthis Act some 6oo agricultural charges have been
registered notwithstanding the limitations ihposed by Seition rz. It
must ofcourse be a matter of time before a measuresuch as this,affecting,
as it very well may, almosr every branch of the agricultural industry. can
reach its full utility. The future must depend mainly on the aititude
towards it shou,n by the farmers on rhe on; hand and'the hanks on rhe
other, It is, of course, obvious that bank managers will require a little
time to gain experience of the Act, just as they iould in the case of zury
other legislation afiecring banking piactice, Iui it is ro he hoped rhatwirh
the paasage of time it will lead to the establishment of thi business of
agricultural- fnance on a modern footing, administered, as it should be,
by the leading financial institutions of thi country.

In conclusion, I suggest rhat farmers would- be well advised not to
pass a hasty judgment upon this Act. The Act is the result of more than
three.years' close srudy of the problem of agriculturat credit, which in
itself is an extremely difficult problem. The -full 

scope of the Act cannot
be understood merely by a hasty glance through iis provisions. The
farmers' best course is to go into the matter fully with their ban_k managers
and explore with thcm the ways in which t-he-Act can be made to sirve
the most useful purpose.
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