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Financial Risk Analysis of Credit Business for Increasing of
Efficiency in Cooperative Management.

Case study : Chiang Dao Agricultural Cooperative Limited.
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Research Topic : Financial Risk Analysis of Credit Business for Increasing of Efficiency in
Cooperative Management. Case study : Chiang Dao Agricultural Cooperative

Limited.

Researcher : Mrs. Patchann Saramath

Abstract

The research objective of this paper was to analyze the risks of extending credit
and to study the risk management policies of Chiang Dao Agricultural Cooperative Limited.
The research method used analyzed the financial situation and operations using the financial
report of 2009 and calculated the risk analysis ratio. Results of a questionnaire given to the
Cooperative Board, management, and credit business staff regarding the risks to the business
in the following areas: credit, liquidity, market and operations are included. The results of the
research analysis showed that the Cooperative had a high level of credit nsk and that the
liquidity risk was at a medium level; the market and operational risks were both low. The
Cooperative wished to reduce the level of credit and liquidity risk but was prepared to accept
the level of market and operational risk. The researchers’ recommendation was to implement a
strategic plan using the Balanced Scorecard principle.

The strategic plan involved rapid follow up to ensure payment of outstanding
debts. The plan also included four dimensions composed of learning and development, internal
process analysis, client focus, and financial management. The learning and development
segment of the plan focused on reducing debt utilizing the model implemented by the credit
department. This segment also focused on helping clients improve their knowledge of

agricultural methods with the goal of enhancing their earnings. According to this objective, the



Cooperative began offering three new services composed of workshops on credit, alternative
career opportunities, and loan options with credit service development information for clients.
The purpose of the internal process plan was to improve operations in departments by
preparing a data base for aging reports , classifying problems, identifying debtors, and setting
up a team to monitor and report on each debtor group. The client focus dimension was to
increase client satisfaction with services and to motivate debtors to settle their outstanding
balances quickly. The Cooperative planned to cancel a delayed payment fine and decrease the
interest rate paid by those with small debts in accordance with the government’s promotional
plan. The purpose of the financial dimension was to monitor debtors’ balance of payments
which affects the other three dimensions. The managers of the credit department are
responsible to report this information at monthly Cooperative board meetings.

Following the full implementation of the strategic plan, research found that the
Cooperative performed very well. The effectiveness of the learning plan resulted in a score of
24.2% out of 25%. The internal process plan received a score of 23.32% out of 25%. The
score eamed by the client plan was 23.61% out of 25% and the financial plan which was
affected by the other plans received 16.10% out of 25%. In total, the Cooperative received an
overall score of 87.23% out of 100%.

By implementing the strategic plan, the nsk response of the Cooperative
improved. The coordinators of this research project acknowledge the help and cooperation of
the organization and its follow up activities. The researchers found that the Cooperative
participants, including the chairman, the board, the management team and other involved
parties, were satisfied and accepted the researchers’ recommendations. The team’s procedures
and goals were to implement risk analysis and risk management in conjunction with the
strategic plan to improve the Cooperative’s effectiveness and efficiency and to make

recommendations for future operations.
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