A COMPARISON OF AGRICULTURAL COOPERATIVES IN JAPAN
AND THAILAND : A CASE STUDY OF THE WATJUN AND
TAWANGPA AGRICULTURAL COOPERATIVE AND JA AICHI

Ratchanee Mukhjang?®
@Department of Economics, Faculty of Managementlafatmation Sciences, Naresuan University, Thualla
& Corresponding author: raminedaughter@gmail.com

©Ontario International Development Agency ISSN: 18834 (print)
ISSN 1923-6662 (online). Available lattp://www.ssrn.com/link/OIDA-Intl-Journal-Sustaible-Dev.html

Abstract: The primary objective of development is to
enhance the quality of live but the preceding
development process with the use of the striking
technological revolutions and the modernization of
extraction industries have not result in well-lgeof
people everywhere. Sustainable development is the
main desirable for the world’s nation. Cooperasiv
could form a particularly significant mechanism
for the development of the marginalized sections of
the society since they have strong ties to local
communities.

There are a lot of research reports related to
agricultural cooperatives in Thailand and Japan but
there are very few studies that compare the
performance of the agricultural cooperatives irséhe
two countries especially for case studies. Moreover
this research project went into the field work it
prefecture in Japan. As a descriptive survey rebear
data collection was done during April, 2008 to
June,2011. In addition, the observation units for
quantitative data are annual reports of these
cooperatives. The qualitative data are obtainezn fr
indebt interview with mangers, board members and
government involved. Furthermore, secondary data
were used. This comparative study analyzed from the
institutional economic perspectives, so the frant&wo
starts with the independent variables called
institutional factors namely top down orientatidme
structure of the board, the government policiegijtsp
of cooperation. Results of the study show thay onl
the first factor, the top-down policy is alike wéithe
others are different. JA- Aichihigashi run along

different lines to Tawangpha and Watchan
agricultural cooperatives. By comparison, the
performances of the two agricultural cooperatives i
Thailand are less than those in Japan. Cash deposit
the most important business for them. Tawangpa
agricultural cooperative  in particular create a
network with a private company, support a woman
group , use a radio station to make a closer
relationship with their members. Moreover, the
managers was selected to join the international
training program. Apart from sale and purchase,
the JA do the interesting business and services
including banking , insurance — the highest value
business, training, funeral , marriage counseling
farm guidance it is unique. About the significant
financial ratio that represent the capital strengtset
quality, earning and liquidity are 1.83,1.4,8#nd
0.987 respectively for Tawangpa agricultural
cooperative. As for Watjun agricultural cooperative

those ratios are 0.79, 1.47, 1.37 and 1.49
respectively. Apart from that, the ratios for JA
Aichihigashi are 0.9, 0.18, 17.57 and 1.05

respectivelyWhat this study has suggested are that
the agricultural cooperatives in Thailand should
provide more activities for members from the
cradle to the grave like in Japan. For exampley th

should More important, they should apply the
principles of the philosophy - Sufficiency
Economy, bestowed by His Majesty the King.
Keywords:  Agricultural  cooperative, financial

analysis, Fscal year, Institutional factors, Sudicy
Economy
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INTRODUCTION

his paper compares the performance of the
agricultural cooperatives in  Japan and

Thailand by using two cases study of the
Watjun and Tawangpa Agricultural Cooperative and
JA Aichihigashi as the two distinctive models with a
focus on institutional factors. Particular attentiis
drawn to (1) the policy outline; and (2) the pattef
economic and social activities.

From an institution perspective agricultural
cooperatives in these two countries can be coettast
as follows. Japan agricultural cooperatives coreern
more locally-led movements to reinforcing effects
especially at the community level. Agricultural
cooperatives in Thailand, on the other hand are an
institution formulated and implemented by the caintr
government.

Agricultural sector has been crucial for Thailand’'s
economy since 1910s. Agricultural cooperativesa is
farmer institute with the concept of mutual betsefi
of their members, self reliance and cooperation.
Thailand is still considered as an agronomy as 38%
of population work in the farm and 41% of the tota

land area or 21 million hectares used for
agriculture[26].
Tawangpa Agricultural Cooperative is located in

Nan Province in northern in Thailand. It has been
awarded as the outstanding agricultural coopermstive
at national level in 1979,1993,1996,1997,2006 and
2007. Watjuncooperative is the first cooperative
organization in  Thailand while Tawangpa
agricultural cooperative is one of the excepticora

in Thailand as it received many national awards.

JA Aichihigashi is distinguish situated in the
northeastern part of Aichi Prefecture not far from
Aichi  University where has Memoranda of
understanding with Naresuan University my work
place . So, I could received kind cooperatiomiro
them.

OBJECTIVES OF THE STUDY

(1) To investigate the economic activities in the
cooperatives business. (2) To compare the main
institutional factors of agricultural cooperativés
Japan and Thailand.) 30 analyze financial ratios of
the Agricultural Cooperation based on CAMEL
Analysis method.

EXPECTED OUTCOME

(1) The Thai agricultural cooperatives could learn
how to enlarge their business from that of Japanese
experience. (2) The cooperative committee and the
management section can increase the efficiendyein t
cooperative business management and be able to

systematically solve the problem in continual calpit
losing.

LITERATURE REVIEW

Cooperative organizations throughout the world are
so heterogeneous. The new institutional economics
perspective verified that institutional factors
including legal and administrative system and
pervasive practices visibly affects organizationa
evolution while the historic path has been takgn b
interaction between institutions and organizations.
The new economy, pro competition causes
institutional challenging to cooperatives. Theituie
count on the abilities to adjust to the new
environment[12]. Interestingly, institutions arehét
rules of the game in a society or the humanly delis
constraints that shape human interaction” [7].

New Institutional economics endeavors to desaibe
theory of institution into economics.There weret |
of restrictions induced by the enforced laws. The
significant obstacles of the cooperatives in Thalla
are as follows 1) limitation of knowledge and
understanding about the cooperative 2) lack of
linkage for mutual cooperation 3) absence
organization directly taking the role in harmongin
the information technology development system 4)
inadequate role of the Cooperative League of
Thailand. Currently, the agricultural cooperatives
was challenging by changes in various external and
internal environment. To be sustainable in that
situation, they must adjust their structures and
business activities[8]. As well as, there was the
possibilities for agricultural (marketing) coopévas,
with a view to their economic substance in New
Institutional Economic theory in the Hungarian
practice[20]. Similarly, the theories of institurt
could be used as a guide to economic reform in
Africa[9]. In addition the system of agricultural
cooperatives in Japan had the influential pasitio
political dynamics in nationwide and strong
economic power in rural areas[7]. From the cultura
perspective ,the successful cooperatives of the
consumer cooperatives in 10 industrialized coustrie
in the late 19 and early 20 centuries could not
adapt to the new environment , capitalism focusing
on mass production and consumption[6].

MATERIAL AND M ETHODS

This study was conducted a comparative study of the
agricultural cooperatives in Japan and Thailand
namely JAAichihigashi, Watjun and Tawangpa. The
purpose of the research project is to obtain aebett
understanding of the performances of this
organization. It will generate insights which aglen
country—specific  research alone could not
demonstrate clearly. This research project wasdbase
on both secondary and field level data. Primarydat
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are collected by the survey method in Phitsanulok,
Nan province in Thailand and Aichi prefecture in
Japan.

Collected data were classified and analyzed in
accordance of the objectives set for the studyhBot
qualitative and quantitative techniques were iz
to compare crucial economic and social activities
among relevant variables.

As a descriptive survey research, data collectias w
done during April, 2010 to June,2011. In additithe
observation units for quantitative data are annual
reports of these cooperatives. The qualitative dega
obtained from indebt interview with mangers, board
members and government involved. Furthermore,
secondary data  were used. New Institutional
economics endeavors to describe a theory of
institution into economics.

PRINCIPLES PERFORMANCE M EASUREMENT

There are several method of evaluating the
performance of the cooperatives. But the CAMEL
Method was chosen because it measures the
performance of the cooperatives from each parameter
i.e. Capital, Assets, Management, Earnings and
Liquidity. Then the collected annual reportstiod
consecutive of the year 2008 were used.

The CAMEL rating system was initially approved by
North America bank regulators to measure soundness
of U.S. commercial lending institutions in 1987.
includes 5 important factors which are represknte
by the CAMEL[27].

Capital Adequacy

It is the key indicator for cooperative managers to
maintain adequate levels of capitalization. it he t
key indicator for financial managers to maintain
adequate levels of capitalization. Capital adequacy
ultimately determines how well financial instituti®
can cope with unexpected condition to their balance
sheets.

A-Asset Quality

Asset quality presents the healthiness of firalnci
institutions against loss of value in the assets.

M — Management Ability

This component rating ensures its safe and sound
operations: information systems, segregation of
duties, audit program, record keeping, protectibn o

physical assets, education of staff, succession
planning. In this study, it represented the peiagat

of membership increase.

E — Earning

This measurement reports its ability to earn an
appropriate return on its assets.

Liquidity

It evaluated on the basis of the agricultural
cooperatives’ ability to its present and antiogoht
cash flow needs, such as, funding loan demandeshar
withdrawals, and the payment of liabilities and
expenses. Liquidity risk also indicates poor
management of excess funds.

RESULT AND DISCUSSION

This section is organized into two primary
subsections. The first a report of general findings
with new institutional economics framework the
second primary section is the CAMEL analysis.

New institutional economics framework

Notwithstanding the distinctive attributes of the
agricultural cooperatives in Japan and Thailand
mention above, the policy outline in these two
countries are quite different. This is because the
precondition to the establishment of them.

Firstly, there was a well-organized arrangement in
several parts of Japan. There were village agticailt
cooperatives with potential links with the markatia

a tool of buffering farm revenue against any
fluctuation of demand for agricultural products.
However, Several of JA's activities were largely
regulated and supported by the government. For
instance rice control law and rice price support
program. These factors resulted in increasing the
standard of living of farmers. In addition, thatst
had crucial roles in developing , supporting and
regulating JA. Later JA bore triple natures
(Kurimoto, p 111,2004)as state agency, pressure
group and cooperatives .

In Thailand, a clearly contrasting aspect, agrigalt
cooperatives did not emerge from the rural people.
The principle of cooperatives was originally adapte
to Thailand through a special support program with
the main purpose of assisting the farmers to pdybac
their loans and enhance their standard of livinge T
Thai government established the first cooperative
institution, as a trial, in the small rice farmelage

in  Phitsanulok province named “ WatJun
Cooperative. It was definitely regarded as a “ag#
credit cooperative “ received main idea from the
Raiffen credit cooperative type in Germany. The
Raiffen credit cooperative had few members which
they had unlimited liability for their own and
society’'s debts. With the success of “ Watjun
cooperative in the early stage, it caused in angati
such kinds of cooperative over the whole area.

The Minister of Agriculture and Cooperatives in
Thailand also makes ministerial regulations,
provides financial assistance to cooperatives tjou
the creation of the “Cooperative Development
Funds”, empowers the registrar ( government agent a
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province level)to control the lending, borrowing, o
guarantee of loans. Roughly top down orientation
applied for both Thai agricultural cooperativesdan
JA.

Secondly, focusing on the development of
cooperatives in these two countries, 2 factors had
significant effects which are as follow.

The government launched the industrial Coopegativ
Association Law enacted1900, the land reform law of
1933 and, the government rice control law in 1933
They were considered as significant institutional
change that had a positive impact on the progréss o
this kind of cooperative in Japan.

The following table 1 summarized the institutional
factors of the performances of cooperative enteegri
in Japan and Thailand.

This comparative study analyzed from the
institutional economic perspectives, so the framé&wo
starts with the variables called institutional téas
namely development strategy, affiliated Organizgtio
law range of activities, administration systenrnfa
scaled, convention and tradition.

All types of cooperatives in Thailand are affidie

to the Cooperative League of Thailand (CLT), the to
national apex organization which does not do any
business. It performs as a cooperative education
promoter Furthermore, the Agricultural
Cooperative Federation of Thailand functions as the
center of the agricultural cooperative providing
comprehensive services to its members including th
promotion of production, supply of inputs, marketin
knowledge and welfare to achieve economic and
social outcomes. Despite the similarities of
establishment of the banks, the actual implementati
modalities of them are distinctive in these two
countries. The Thai government established the
Bank for Agriculture and Agricultural Cooperatives
(BAAC) as a state enterprise under the jurisdictbn
the Ministry of Finance. The BAAC's mission was to
extend credit more widely, directly to individual
farmers as well as through farmer institutiolms
comparison, JA-ZENCHU is an organization to
represent the entire JA Group. Its main activities

1) to promote better farming and better living
activities of JAs, 2) to give guidance to JAs oaith
management and organization, 3) to audit
organizations, 4) education and public relations
activities, 5) farm policy legislative activitieand 6)

to make liaison and collaboration with internatibna
organizations, and so foiflue to the limitation of
cooperative law, JA create other organizations
including, ZEN-NOH, ZENKYOREN, Norinchukin
Bank,NokyoTourist cooperation to do many kinds of
business involved. [28]

While Norinchukin Bank was set up with share
capital contributions from JAs, fishery cooperasive
and forest-owners cooperatives etc. , the National
Bank Central Cooperative Bank for Agriculture,
Forestry, and Fisherythe central bank for Japan’s
industrial cooperatives contribute to the developime

of the nation's economy and support the
advancement of the agricultural, forestry, and
fisheries industries.By comparison, the range

performances of the two agricultural cooperatives i
Thailand are less than those in Japan. Cash deposit
the most important business.

The difference  between Thai  agricultural
cooperatives and JA can be discerned also in the
legislation. Where as the single cooperative laws
covering all cooperatives in Thailand, the semarat
cooperative laws are utilized in Japan.

Although the main business economic activities are
similar, the actual range of the activities ace s
different. Apart from sale and purchase, the JA do
the interesting business and services including
banking , insurance — the highest value business,
training, funeral , marriage counseling , farm
guidance - it is unique. Tawangpa agricultural
cooperative in particular create a network with a
private company, support a woman group , use a
radio station to make a closer relationship witkirth
members. Moreover, the managers was selected to
join the international training program. Apambrh

sale and purchase, the JA do the interesting bssin
and services including banking , insurance — the
highest value business, training, funeral , maeriag
counseling , farm guidance - it is unique.

Unlike the Thai cooperatives, JA have the
administrative system of full time board committee
leading to willingness to work efficiently.

In contrast , regard to the strategy of increashey
number of agricultural cooperatives in Thailand ,
Japan utilized merging strategy result in decrepsin
the quantity of JA. From table 2, the number of
cooperatives in Thailand was 3,118 and became
4,614 in 2011 [6] Differently, the quantity of JA
was12,000 and lowered to 894 in 2005 aimed at
streamlining and raising the efficiency of their
business activities and financial management[28].

Different from Thailand, There were about 20-30
farmers in a farming community, each with 1.0
hectare of farmland. They were the small-scale
family farms that lead to the concept of “Joint-Use

including joint purchasing, joint marketing, joinse

of capital, and joint use of facilities[19]
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Table 1: Summary of the Comparisons of Institutional Fegtor
Developm | Affiliated . Adminis |Membership|Farm -size | Conventio
) Business .
Country | ent Organizat | Law tration n and
) scope I
strategy ion system tradition
Thailand | Top down | The Single Limitation | No full 4,614 large farm | Preference
cooperativ | cooperati| range of time scaled for
e ledge of | ve law business Board individual
Thailand members choice
hip
Japan Top down| JA- Zenchu | Separated | Services Two type [894 small farm | Preference
-ZEN-NOH | range from | of board scaled for
EENKYOR CO|°p‘3fa“V the “cradle | members collective
e law H :
Norinchukin tor;C:‘" hip action
Bank 9 ’
Source Conclusion by Author
Table 2: CAMELS rating system
A — Asset M-
Agriculture C — Capital - Management . L
Cooperative | Strength Quality Ability E - Earning L - Liquidity
Tawangpha 1.83 1.4 1.21 3.96 0.987
Watjun 0.79 1.47 1.96 1.37 1.61
JA Aichihigashi 0.91 0.18 0.62 17.57 1.05

Source: Calculated by authors

Yet another difference between the Thai agricultura
cooperatives and JA was the form of Convention and
tradition. Japanese prefer collective action to
individual choice. They are good at working as a
team work. These values motivate cooperation.

CAMEL Analysis

The analysis indicated the cooperation's financial
status by using financial statement during in 2GG8
seen table 2.

Table 2 demonstrated CAMELS rating system
among three agricultural cooperatives in 2008. Abou
the significant financial ratio that represent tagpital
strength, asset quality, earning and liquiditg a
1.83,1.4,1.21 3.96 and 0.987 respectively for
Tawangpa agricultural cooperative. As for Watjun
agricultural cooperative, those ratios are 0.79,
1.47,1.96, 1.37 and 1.49 respectively. Aparifro
that, the ratios for JA Aichihigashi are 0.91, .18
17.57 ,0.62 and 1.05 respectively.

CONCLUSION

The study demonstrated that Institutional factoishs
as land reform law and rice control law play a @lc

role to make progress in agricultural cooperative i
Japan. By comparison, the agricultural cooperative
in Thailand were negatively influenced by long term
rice police, rice premium on export. Furthermore,
land reform policy in 1975, an institutional clgan
encountered with several deficiencies for implement
In contrast to Japan, the administrative systetre, t
cooperatives in Thailand could not generate
extraordinary activities. In addition, the conventi
and tradition. Due to the convention and tradition
Japanese have the preference for collective activit
individual choice that are difference from thafltfai
people. Importantly, the use of CAMEL
measurement reported that agricultural cooperatives
Tawangpha and Watjun had a vast diversityhat
this study has suggested are that the agricultural
cooperatives in Thailand should provide more
activities for members from the cradle to the grave
like in Japan. In particular, they should theyddo
apply the principles of the philosophy - Suffiodgy
Economy, bestowed by His Majesty the King



68 Mukhjang / OIDA International Journal of Sustainable Development 05: 07 (2012)

ACKNOWLEDGEMENTS

The author would like to thank to for the help of
Aichi University in Japan. The research was avéglab
with the support of the Faculty of Management and
Information Sciences Naresuan University.

REFERENCES

[1] Benedict, Ruth. (1952). Thai culture and
behavior [electronic resource] : an unpublished
war-time study dated September, 1943

[2] Chikuji, Fujitani. Nokyo at a Crossroads . Japan
Quarterly (July-September 1992): 369-380.

[3] Christopher D. Merrett and Norman Walzer.
(2007).Cooperatives and Local Development.
United State of America : M.E. Sharpe, Inc,.

[4] Danniel Sosnoski.edi.(1996). Introduction to
Japanese Culture. Tuttle Publishing. Singapore.

[5] Department Of Co-operative Auditing: An
Analysis of Economic Conditions on Financial
of Cooperatives and Farmer Group by Using
CAMELS Analysis, 2005.

[6] Furlough, E. and Strikwerda, C. (1999).
Consumers against Capitalism? Rowman &
Littlefield Publishers, Inc.

[7] Godo Yoshihisa. (2005). The Changing
Economic Performance and Political
Significance of Japan's Agricultural

Cooperatives. Retrieved on September 30, from
: http://ideas.repec.org/p/eab/microe/407.html.

[8] Hatchavanit and Chalapirom.(2011). Thai
cooperative structure. University of the Thai
Chamber of Commerce Journal.31(2)

[9] Howard Stein . Theories of Institutions and

Economic Reform in Africa World
Development, Vol. 22, No. 12, pp. 1833-
1849,199

[LO]Kaewthep Kanoksak. (1989). The State and
Agricultural Cooperatives in Japan and Thailand

A Comparative Interpretation. V.R.F. Series
No.166, 1989.
[11]Klinedinst, Mark; Sato, Hitomi . (1994).The

Japanese cooperative sector Journal of Economic
Issues ; 28(2).
[12] Kurimoto, A. (2004). Agricultural Cooperatives

in Japan : An Institutional Approach. Rural
Cooperation, Journal of Rural Cooperation 32(2)
pp. 111-128.

[L3]Madane, M.V. (1990). Agricultural Co-
operatives in Japan, New-Delhi: ICA,

ROAP.Ministry of Agriculture, Forestry and

Fisheries (2003). Report of Commission
onAgricultural Co-ops. Tokyo.
[L4]Mark  Klinedinst.(1994). The  Japanese

cooperative sector. Journal of Economic Issues.

[15]Minoru Matsui. (1994).“Agricultural
Cooperative Systems in Japan”. Agricultural
Cooperatives in

[16]Mori,Y.,Senda,T.,Iba,H. A study of situational
changes for agricultural cooperative and mutual
Insuranceof agricultural cooperatives In Japan.
.[Journal online] Retrieved on September 28,
from :
http://www.cababstractsplus.org/google/abstract.
asp? AcNo=20043074700

[17]Mulgan, Aurelia George.(2005). Japan’s
Interventionist State: Bring Agriculture Back In.
Japanese Journal of Political Science 6 (1).
Journal online] Retrieved on September, 28
2007from http://proquest.umi.com/pgdweb?

[18]North, D.C. (1990). Institutions, Institutional
Change and Economic Performance.Cambridge
University Press.

[19]Prakash Draman. (2008) Development of
Agricultural  Cooperatives  -Relevance  of
Japanese Experiences to Developing. the 14th
ICA-Japan International Training Course on
“Strengthening Management of Agricultural
Cooperatives in Asia.

[20]Szabo’, G.G. (2002). New Institutional
Economics And Agricultural Co-operative: A
Hungarian Case Study.

[21] Tawangpha. Agricultural Cooperatives Ltd.
2010 Annual Report, 2010.

[22] Thuvachote, Suwanna,. Agricultural
Cooperatives in Thailand: Innovations and
Opportunities in the 21 st Century. Faculty of
Economics, Kasetsart University , Thailand.

[23]Watjun . Agricultural Cooperatives Ltd. : 2010
Annual Report, 2010.

[24] Yamazaki Yasuyo. (2004). The Untapped
Potential of Japanese Agriculturidgpan Echo,
June, ppH0-52

[25]Yoshihiko Godo. (2001). The Changing
Economic Performance and Political
Significance of Japan’s Agricultural

Cooperatives. East Asian Bureau of Economic
ResearchAustralia-Japan Research

[26] http://www.bot.or.th/English/EconomicConditio
ns/Thai/genecon/Pages/Thailand_Glance.aspx

[27] http://www.ncua.gov/Resources/Documents/LC
U2003-04.pdf

[28] http://www.zenchu-ja.or.jp

ABOUT THE AUTHORS

Asst. Professor. Ratchanee Mukhjang. Naresuan

University Phitsanulok 6500Thailand

Ph.D. Candidate. JSPS RONPAKU Aichi University

, Japan

e-mail:ratchaneem@nu.ac.th
ratamonlll@hotmail.com

Tel 66-55839502110 and 6655962119



