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Die Welt liegt in Wehen,
wer will sagen was geboren wird!

T heodor Fontane

"The world lies in labour -  
Who cun tell what it will bring forth?”



FOREWORD

A n article in the J une 1979 issue of The Banker'^ repo rts  tha t several of the apex 
agricultural co-operative banks occupy im portan t positions in the ranks of 
w orld banking, so far as total deposits and  deben tu res are concerned; for 
exam ple:

Caisse N ationale de C redit Agricole (C N C A ), France 2nd place
N orinchukin B ank (N ochu), Japan  15th place
C ooperatieve C en trale  R aiffeisen-B oerenleenbank

(C entrale R abobank), N etherlands 31st place
D eutsche G enossenschaftsbank (D G  B ank), Federal 

R epublic of G erm any 51st place

O f these C N C A , N ochu and D G  B ank show sim ilarities in tha t they are the 
apex banks of co-operative th ree-tie r banking organisations, with prim ary, 
secondary and national levels; the Japanese agricultural co-operative system 
was in fact founded  on the m odel of the Raiffeisen credit co-operatives in 
G erm any.

H ow ever, looking at these F rench, Japanese and G erm an system s and their 
operation , we find m any differences; for exam ple, the com position of funds at 
each level in the th ree system s varies considerably, with the Japanese prim ary 
co-operatives taking in the large bulk of deposits, while in France the prim ary 
organisations carry ou t no banking business at all.

I believe tha t m ore inform ation on these differences could be very useful to 
the co-operative m ovem ents of the world. For this reason, this repo rt provides 
details of research  into the agricultural credit co-operative system s and func­
tions in the th ree countries. Special em phasis is laid on a com parison of 
business operations.^

‘p .89; “ Highlight of the Year; The Top 300” .
“To facilitate this comparison, the original figures have been retained. More recent figures are of 
course available from the movements concerned.
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Table 1. S T R U C T U R E  O F  T H E  R A IF F E IS E N  A N D  SC H U L Z E - 
D E L IT Z S C H  C O -O P E R A T IV E  SY STEM  IN  T H E  F E D E R A L  
R E P U B L IC  O F  G E R M A N Y

N A T I O N A L  L E V E L

DGRV 

German Co-op. & 

R a iffe is e n  Union

DRV

German R a iffe isen  

Union 

( agric.com m odity, 

processing and 

service co- ops.)

BVR

National Union  of 

German Volksbanks 

R a iffe isen banks  

(c r e d it  co-ops)

ZENTGENO 

Central Union  of 

Co-op. Wholesale 

& Service  Agencies 

(urban small-scale 

industry &  service 

co - op s .)

R E G I O N  A L

Regional 

A ssociations  

( consultative  

and advisory) 

(1 4 )

Total of 

82 business 

centres

R a iffe is e n  agric . 

marketing centres 

(55 )

Central Banks

(9i)

Total of 

1 0 ,6 8 1  

primary 

co-ops.

R a iffe is e n  a gric .

commodity, 

processing and 

service  co-ops. 

( 5 ,1 7 0 )

Urban small-scale 

industry  marketing 

centres (1 8 )

Volksbanks and 

R a iffe isen banks  

( 1 ,6 9 4  )

plus 2 ,7 5 4  m ultipurpose

Small-scale 

industry  & 

service co-ops. 

(8 6 3 )

membership 6 m illio n + 2 .8  mil l io n 1 . 6  m illjLon 2 5 0 ,OOO

1 0 .6  m illio n members m ultipurpose members members

Source: D G R V  Facts and Figures, 1980.



I. THE POSITION OF AGRICULTURAL CREDIT 
CO-OPERATIVES IN THE TOTAL CO-OPERATIVE 

STRUCTURE

FEDERAL REPUBLIC OF GERMANY (T able 1)

Previous to 1972 the two co-operative cred it organisations in the Federal 
Republic o f G erm any, R aiffeisen’s rural co-operatives and  Schulze-D elitzsch’s 
urban small-scale industrial co-operatives, w orked independently . In the 1960s 
both  organisations becam e aw are of the desirability of m erging, and  negotia­
tions betw een the two central associations resulted , in 1972, in a uniform  
co-operative organisation  with one apex union and th ree  federations.

The com m on apex organisation  of all co-operative banks, agricultural and 
sm all-sca le  in d u s try  an d  se rv ice  c o -o p e ra tiv e s  is th e  D eutscher  
Genossenschafts- und Raiffeisenverband (DGRV). A t the tim e of the m erger, 
th ree F ederations w ere established to  cover specific fields:
-  Bundesverband der Deutschen Volksbanken und Raiffeisenbanken e.V . 

(BVR) to  look after the cred it co-operatives;
-  Deutscher Raiffeisenverband e.V . (DRV) to  look a fte r the agricultural com ­

m odity, processing and service co-operatives, including the com m odity sec­
to r o f the m ulti-purpose co-operatives;

-  Zentralverband der genossenschaftlichen Grosshandels- und Dienstleistungs- 
unternehmen e.V . (ZENTGENO) to  look after the small-scale industry and 
service co-operatives.
As can be seen from  Table 1, approxim ately three-fifths of prim ary credit 

co-operatives are sim ultaneously transacting m arketing  and  supply business, 
which m akes them  m ulti-purpose co-operatives.

A t the regional level the nine regional cen tral banks com prise th ree agricul­
tu ral (R aiffeisenbanks), 2 industrial (V olksbanks) and four com bined. O n the 
secondary level there  are also 14 regional associations, which rep resen t the 
co-operatives to the public, and  are responsible for prom otion. A t national 
level there  are  6 specialised auditing associations and 35 co-operative Federal 
C entres and Special Institutes. The apex institution for credit business is the 
D G  Bank.

JAPAN (Table 2)
A t the prim ary level there  are tw o types of agricultural co-operative -  special­
ised and m ulti-purpose. The fo rm er deal only in the ir speciality, for exam ple, 
fruit, horticultural o r livestock products. The la tte r function in m ultiple lines of 
business, covering m arketing, purchasing and processing of agricultural p ro ­
ducts, financial credit, m utual insurance, w arehousing and farm  guidance.

O f these two types, the  m ulti-purpose co-operatives are in the m ajority  and 
are therefo re  the institu tions to  which alm ost all farm ers belong.

The prim ary agricultural co-operatives are based in the  villages and towns, 
and they form  prefectural federations, one for each specialised type of 
co-operative.



The prefectural federations, in tu rn , provide the capital for the ir respective 
national federations as follows:

(a) C entral U nion of A gricultural C o-operatives (Z E N C H U )
(b) N ational F ederation  of A gricultural C o-operative A ssociations 

(Z E N -N O H ) -  m arketing and purchasing business
(c) N orinchukin B ank (the C entral C o-operative B ank for A griculture, 

Fisheries and Forestry)
(d) N ational M utual Insurance F edera tion  of A gricultural C o-operatives 

(Z E N K Y O R E N )

Table 2. ST R U C T U R E  O F  T H E  A G R IC U L T U R A L  C O -O P E R A T IV E  
SY STEM  IN JA P A N  as at 31st M arch 1978.

N A T I O N A L  L E V E L

Source: Agricultural Ministry



FRA N CE (T able 3)
In 1953 the m utual insurance, agricultural and agricultural credit central 
organisations set up the N ational C onfederation  o f A gricultural M utual Insur­
ance, C o-operative and  C redit Societies (C N M C C A ). W ithin the C onfedera-

Table 3. S T R U C T U R E  O F  T H E  A G R IC U L T U R A L  C O -O P E R A T IV E  
SY STEM  IN F R A N C E

N A T I O N A L  L E V E L

Source: CNM CCA.



tion there are three national federations, one for each type of business:

(1) French Confederation o f  Agricultural Co-operatives (C FC A) consisting of
(a) 4 ,500 m arketing  and purchasing co-operatives
(b) 9,000 service co-operatives (including processing) 
with 3 million m em bers and 125,000 em ployees.

(2) N ational Federation o f  Agricultural Credit (F N C A )  consisting of 
approxim ately 3 ,000 local banks (caisses locales de C redit Agricole 
M utuel) at prim ary level, and 94 regional banks (caisses regionales de 
Credit A gricole M utuel), generally one in each D epartem en t (prefec­
ture), including 3 banks outside M etropolitan  France. The apex bank  of 
the FN C A  is the Caisse Nationale de Credit Agricole  in Paris.

(3) National Federation o f  Agricultural M utual Insurance Co-operatives con­
sisting of;
(a) 28,000 local agricultural m utual insurance societies which provide 

insurance against accident, fire, hail and d eath  of anim als. A s there 
are 35,000 com m unes (civil parishes) in F rance, this m eans 
approxim ately one for each com m une. A t secondary level there are 
65 regional m utual insurance banks (caisses regionales de M utual­
ity). The apex organisation is the Caisse Centrale des M utuelles 
agricoles.

(b) Agricultural m utual social insurance, which was the first organisa­
tion to concern itself with social security for farm ers and farm  
w orkers and now covers m ore than  7 ,500 ,000  agricultural w orkers. 
This type of insurance covers family needs, sickness and m aternity  
benefit, d isablem ent and  re tirem en t pensions.

T here  are Caisses D epartementales a t prefectural level, and three 
apex organisations at national level:

(i) Caisse N ationale d ’A ssurance Vieillesse M utuelle Agricole 
(re tirem ent)

(ii) Caisse C entrale d ’A llocations Fam iliales M utuelles Agricoles 
(family benefits)

(iii) Caisse C entrale de Secours M utuels A gricoles

SUMMARY
1. Primary Level
In France, prim ary credit co-operatives deal only in credit, but there  are o ther 
co-operatives which provide m arketing , purchasing and o th e r services, as well 
as separate insurance groups.

In the Federal Republic of G erm any, tw o-fifths of prim ary credit co­
operatives are single-purpose (banks) and the rem aining three-fifths are 
m ulti-purpose engaged in m arketing  and purchasing as well as credit.

In Japan, all agricultural co-operatives transacting  cred it business are m ulti­



purpose and  are engaged in the following four principal activities:
(a) m arketing and purchasing
(b) credit
(c) insurance
(d) farm  guidance (extension services)

O n the surface, m ulti-purpose co-operatives in the Federal R epublic of 
G erm any and  Japan  resem ble each o ther, and historically the Japanese system 
was founded on the R aiffeisen system  at the tim e. H ow ever the ir activities 
now adays appear to differ as follows:

In the F ederal R epublic of G erm any, the tu rnover o f m ultipurpose co­
operatives was only 18.2% of total tu rnover of all agricultural co-operatives in 
1977; their m ain business is banking.

In Japan , the m ulti-purpose co-operatives are the  m ain co-operatives, to 
which alm ost all farm ers belong. Single-purpose co-operatives, the so-called 
“ specialised co-operatives” , take care of individual p roducts m ainly producing 
and m arketing  fruit, horticu ltural o r livestock products. M ulti-purpose co­
operatives have a large m arket share in the m ajor com m odities, such as in the 
m arketing of rice, w heat and barley, and the purchase of fertilisers, farm 
chemicals, feedstuffs and farm  m achinery. M ulti-purpose co-operatives also 
help to increase agricultural productivity  and incom e, and to  im prove the 
econom ic and  social standards o f th e ir m em bers by integrating various func­
tions through farm  guidance services.

2. Secondary Level
Regional central banks (credit federations) have sim ilar activities within the 
overall agricultural co-operative structure in all th ree  countries.

3. Apex Level
T here is an apex bank  for agricultural credit co-operatives in each of the th ree 
countries. The D G  B ank in the F ederal R epublic of G erm any and the N orin- 
chukin B ank in Japan  are purely co-operative apex banks under special laws. 
H ow ever, the  Caisse N ationale du C redit Agricole in France com bines the 
characteristics of a governm ental agricultural bank  and an apex bank  for the 
affiliated regional and  local co-operative banks of C redit A gricole.

4. Central Unions
T here are national associations for agricultural credit co-operatives, and also 
national and regional unions for all agricultural co-operative activities in the 
th ree countries.

5. Audit and Inspection of Primary Co-operatives
(a) Japan -  U nder Japanese C o-operative Law, regional unions carry ou t the 
auditing of the accounts of m em ber co-operatives th rough  their auditing 
specialists (professional auditors). U nder the same Law, the adm inistrative



authorities (prefectural governm ents) check the business and accounts of the 
m ulti-purpose co-operatives once a year.

(b) Federal Republic o f  G erm any -  P rim ary co-operatives m ust be affiliated 
to an audit association which m ust be approved  by the governm ent and  to 
which, under C o-operative Law, they m ust subm it the ir annual accounts for 
audit. The Federal B anking Supervisory Office is enpow ered  to  request in for­
m ation abou t all business m atters from  cred it co-operatives, as from  all o ther 
banks.

(c) France -  A ll banks of C redit A gricole are under the control o f the national 
governm ent. The C N C A , as agent for the governm ent, has au thority  to inspect 
the books and records of affiliated banks o f C redit A gricole.

10



II. THE POSITION OF AGRICULTURAL CREDIT 
CO-OPERATIVES WITHIN THE BANKING STRUCTURE

FEDERAL REPUBLIC OF GERMANY
1. Structure (T able 4)
The banking system  in the Federal R epublic of G erm any consists of two types 
of bank, ord inary  banks and specialist banks (see T able 4).

The ord inary  banks, the so-called “ universal banks” , are m ulti-purpose

Table 4. T H E  B A N K IN G  SY STEM  IN T H E  F E D E R A L  R E P U B L IC  O F 
G E R M A N Y  as at 31st D ecem ber 1977.

Source: M onthly report o f  Deutsche Bundesbank and other statistics.

11



T a b le s . D E P O S IT S  H E L D  (IN C L U D IN G  B O R R O W IN G ) A N D  
B O N D S ISSU E D  BY T H E  V A R IO U S  T Y PES O F  B A N K  IN 
T H E  F E D E R A L  R E P U B L IC  O F  G E R M A N Y  as at 31st 
D ecem ber 1977. (Figures in brackets as a t 31 .12.76.)

Deposit o f  and 
Borrowing from

Bearer Bonds 
Outstanding T O T A L

S H A R E
(%)Banks Non-Banks

Commercial Banks 146 228 31 405 24.5
(119) (205) (25) (349) (24.8)

Savings Banks G roup 112 398 135 645 38.9
(88) (349) (125) (562) (39.9)

Central Giro
Institutions (including 86 58 135 279 16.8

of Dcutsche Girozentrale) (70) (39) (125) (234) (16.6)
which

Savings Banks 26 340 _ 366 22.1
(Sparkasse) (18) (310) (-) (328) (23,3)

Credit Co-op G roup 75 156 3 234 14.1
(63) (139) (2) (204) (14.5)

Central Institutions of •

Credit Co-operatives 59 9 3 71 4.3U1
which (including DG Bank) (51) (9) (2) (62) (4.4)

Credit Co-operatives 16 147 _ 163 9.8
(12) (130) (-) (142) (10.1)

Mortgage Banks 35 66 115 216 (13.0)
(24) (57) (103) (184) (13.0)

Instalment Sales Financing 11 5 _ 16 1.0
Institutions (10) (4) (-) (14) (1.0)

Banks with Special Functions 32 57 19 108 6.5
(22) (27) (17) (66) (4.7)

Postal giro and Postal Savings 1 32 _ 33 2,0
Bank Offices (1) (29) (-) (30) (2.1)

TOTA L 412 942 303 1,657 100.0
(all banking groups) (327) (810) (272) (1,409) (100.0)

Source: M onthly report o f  the Deutsche Bundesbank

12

Unit: DM Billion



banks which carry ou t deposit and  cred it business as well as dealing in sec­
urities. T hey are  classified un d er th ree  headings:

(a) com m ercial banks;
(b) savings banks w ith giro system s;
(c) u rban  and  agricultural co-operative banks, w ith th e ir cen tral institu­

tions.
These banks provide every k ind o f banking  service, including guarantees, 

although in varying degrees depending on  th e ir historical origins. The 
D eutsche B undesbank  (G erm an  F ederal B ank) is the  national central bank  in 
this system . T he B ank  A ct provides fo r the supervision and  inspection of banks, 
defines the in form ation  to  be published, liquidity requ irem ents, and m anage­
m ent qualifications.

In both  the savings bank  and  the  co-operative bank  sectors, the regional 
organisations virtually exclude com petition  within each sector, and  structures 
are hom ogeneous.

2. Share of Funds
A s shown in T able 5, the  share of funds (deposits accepted  and  bonds issued) of 
co-operative banks (R aiffeisen/V olksbanks) is approxim ately  14% of the  
national to tal. O n the o th e r hand, the share of the  savings bank  group is 
approxim ately 40%.

JAPAN
1. S tructu re  (Table 6)
Private and governm ent financial institu tions opera te  e ither on a nationw ide 
scale, or on a lim ited activity scale. C om m ercial banks, m utual loan and savings 
banks, cred it associations and cred it co-operatives, have offices in m ost tow ns, 
large and small, th roughou t the  country. Post offices and agricultural and 
fishery co-operatives, which act as deposit-taking institutions, exist even in the 
rem ote areas.

T he Japanese banking system is closely regulated , and the restrictions on the 
type of business th a t d ifferent institu tions may undertake  have led to  a degree 
o f enforced specialisation.

(1) Private Financial Institutions
Private financial institu tions include the com m ercial banks, financial institu­
tions specialising in financing of trade , small business, agriculture, forestry and 
fisheries, and  long-term  financing, insurance com panies and call-loan dealers. 
In Japan  the com m ercial banks, the special foreign exchange bank  and long­
term  financial institu tions are know n as “ general b anks” and they do no t deal 
in securities.

(a) C om m ercial B anks  are the largest in the Japanese financial system. T heir 
financial resources consist of tim e deposits of one year o r m ore, and are 
em ployed m ainly for short-term  loans and investm ents in securities, with some 
long-term  loan business.

(b) Long-term  Financial Institutions com prise credit banks and trust banks.
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Table 6. TH E BANKING SYSTEM IN JAPAN as at 31st March 1977.

CoiT.morc.i a l  B a n k s
C ity  banks ............................ ( 1 3 )

Regional bcinkf'......... .. ( 5 3 )

Foreign banks ..................... ( 5 4 )

The Bank for Foreign Exchange

p R I V  A T e:

F I  n A :i C I A L 

1 N S T I  T U T I  0  IJ :

G 0  V E R N M F T

- for LoiX]-terr:[ Cr(.'dlt 

Long-term credit b.snks ( 3 ) 

Trnjrt brinks ..................... ( 7 )

-  f o r  S:n,3ll H u s i n t . ' s s  
Mut\J. i l  lonn  a nd  s n v i n b s  b r . nks  ( 7 1 )
N a t i o i i n l  F e d o r n t i o n  o f  C r e d i t  A s s o c i n t l o n s  

( 4 7 0  c r e d i t  a s s o c i a t i o n s ) 
I . ' a t i C’ri ' i l  F e d e r . ' : t i o n  o f  C r e d i t  C o - o p e r / i t i v e s  

( 4 8 9  c r e d i t  c o - o p e r < a t i v e s ) 
rj.:i t i f j n . i l  F e d e i  c ' l t i on o f  L a b o u r  C r e d i t  A s s o c i a t i o n s  

( 4 7 l a b o u r  c r e d i t  a s s o c i a t i o n s  )

T ’n('  . j hoko  C h u k i n  l-:-ank (C( . ' ' n t r a l  B an k  l o r
Cofr.rnerc.'i o I r . d u s t i i - : !  C o - o r j c r a t i v c s  )

- i or Aqr.i cu 1 tare Fore: Fisheries

Th''' Norinchu'r: in b,;nk
A g r i c u l t u r a l  c o - o p .  c:rr.Ki I t  l e d e r . i t i o n s  (4 7 ) 

( ,  V''--: a g r i c u l t u r a l  c o - o p e r \ i t i v e s  ) 
I ' i s h e r y  c o - : . a . . c r e d i t ,  l e c c r a t i c n s  . . . .  ( 3 5 )

(1 , f i s n e ;  y ' - : o - o p e r : i t i v e s  )

Ex: / jrt-lrrport .k of Japan

Jar. ai Develor'S'C.:.t:, r'.ank

Source: Bank o f  Japan
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L ong-term  cred it banks acquire funds mainly by issuing bank  debentures, 
em ploying them  prim arily  for long-term  loans for e.g. equipm ent. T rust banks, 
which w ere form erly tru st com panies, deal in both  tru st and  banking business; 
they obtain funds prim arily th rough  selling loan trust certificates.

(c) Agricultural and fisheries co-operatives which transact banking  business 
are classified in Japan  as “ diversified special financial institu tions” . Both 
agricultural and fisheries co-operatives are organised on a th ree-tie r system. 
The prim ary co-operatives belong to  prefecture-based  federations and to the 
N orinchukin B ank; they generally  have a surplus of deposits, a fter m aking 
loans to the ir m em bers, which are  deposited  with the prefec tu ral (regional) 
federations; these in tu rn  m ake loans in the ir own right, th rough securities and 
on the in ter-bank  m arket. A t the apex of this structure, the N orinchukin Bank 
opera tes as a nationw ide central organisation.

T he N orinchukin  B ank also o pera tes as a bank for forestry  co-operatives, 
which do no t transact banking business. Forestry  co-operatives com prise prim ­
ary co-operatives, p refectural (regional) federations, and a national federation.

(d) Financial Institutions fo r  Sm all Businesses include m utual loan and sav­
ings banks, cred it associations, cred it co-operatives, labour credit associations 
and the C entral B ank for C om m ercial and Industrial C o-operatives. The 
num erous credit associations, credit co-operatives and labour cred it associa­
tions are small co-operative-type organisations, each group with its own central 
federation . The custom ers of cred it associations and cred it co-operatives are 
small en terprises; larger en terp rises go to m utual loan or savings banks. L abour 
credit associations ex tend  loans principally to  labourers and the ir organisa­
tions.

The C entral B ank for C om m ercial and Industrial C o-operatives is a semi- 
governm ental financial institu tion  and m akes loans to  small business co­
operatives with shares in the B ank and  to  the m em bers of such co-operatives.

(e) Life Assurance Com panies play an im portan t role as the collectors of 
deposits for insurance prem ium s and as suppliers o f equipm ent funds.

(f) Securities Com panies and Securities Finance Corporations have th ree  
m ajor functions: as underw riters, b rokers and dealers. They hold a very strong 
position in the stock m arket.

(2) G overnm ent Financial Institutions

(a) The various governm ent financial institu tions have been set up to  finance 
special sectors of the n a tion ’s econom y, including econom ic developm ent, 
export industries, small businesses, agriculture and housing construction. Such 
financing supplem ents th a t of the private financial institutions. The govern­
m ent financial institu tion  for agriculture is the A griculture, Forestry and 
F isheries Finance C orporation .

(b) Post-offices The m ajo r resources for governm ent financial institu tions 
com e from  the funds collected by some 22,400 post offices th roughout the 
country in the form  of savings and post office life insurance and annuity 
contributions; the tax advantages conferred  on small savers apply also to  postal
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savings, and w ithdraw als p rio r to  m aturity  are trea ted  m ore leniently  by the 
post offices. A  m ajor part of the funds collected by the post-offices are depo­
sited with the T rust Fund B ureau , for d istribution to  governm ent financial 
institutions in accordance with the T reasury  Investm ent and Loan Program m e 
which the governm ent determ ines each year. In this sense the T rust Fund 
B ureau is the  central organisation for all governm ent financial institutions.

In Japan the post-office netw ork covering all the local com m unities provides 
strong com petition  to  the agricultural credit co-operatives. Post office savings 
have grown rapidly since the m id 1960s.

2. Share of Funds
The m arket share held by the agricultural co-operatives has increased consid­
erably over the last ten years and  now am ounts to approxim ately 8% of to tal 
individual savings (deposits). The share held by the fisheries co-operatives is 
sm aller. The post offices hold abou t 13% of the total.

Table 7. FU N D S H E L D  BY F IN A N C IA L  IN ST IT U T IO N S IN  JA PA N .

D eposits  received Share (%)
Yearly Increase 

rate (%)

3 1 .3 .1 9 7 6 3 1 .3 .1 9 7 7 3 1 .3 .1 9 7 6 3 1 .3 .1 9 7 7 3 1 .3 .1 9 7 6 31 .3 .1 9 7 7

Agricultural C o-operatives 53 .9 61.1 7.7 7 .6 17.1 13.4

Fisheries C o-operatives 2.5 3 .0 0.4 0 .4 20.3 18.2

O ther Agriculture Forestry & 
Fisheries Institutions 3.7 4.5 0.5 0 .6 21 .7

Banks 279 .0 313 .9 40 .0 39 .0 16.1 12.5

Trust Banks 4 9 .0 57 .8 7 .0 7.2 18.0

Mutual Loan and Savings Banks 50 .4 56.5 7.2 7 .0 16.4 11.8

Credit C o-operatives, Credit 
Banks, Labour Banks, CBCIC* 9 2 .6 105.4 13.3 13.1 13.8

Post Office Savings 86 .6 109.0 12.4 13.5 26 .4 24 .2

Mutual Insurance o f  Agricultural 
C o-operatives 10.9 12.5 1.6 1.6 14.2

Life Insurance 46.1 53.2 6 .6 6.6 16.2 15.5

Post Office A nnuity 23 .8 28 .8 3 .4 3 .6 2 0 .9

Total 698 .5 805 .7 100.0 100 .0 17.9 15.1

‘ The Central Bank for Commercial & Industrial Co-operatives 
Source: Norinchukin Bank Unit: $ Billion ($1 = 280 yen)
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Table 8. TH E BANKING SYSTEM IN FRA NCE (1979)

Econoni Ic

M inist '-7

EAIJKS VJITH 

SFECIAL 

LEGAL 

STATU

A sso ciatio n  of Corr’.merciol Banks 

(Registered  B anks)

Deposit  Banks

Investm ent Bonks

Medium & Lotia-torm, C redit  Banks

AssocLataOn of F in a n c e  Companies 

I-'ir;ar,cr‘ Companic's

Crf^dit Nation- X

I'rer'.ch Fore Lgr, T’radc Bank

Frc-nch Re.il Er,t,i to Bank

Caisse des Depc;tr■ et Consignations

Nat.i onal Sav■ir:las B.anks

C redit  A qrirole

Natiorial Bank (CL'CA)

Regional r>nd Local Banks

C r ed i t Populai re

Central Bank

Peop].(-'s Banks

Central Banks for Hotel Credit

C redit  Fiutuel 

Central Bank

Regional and Local Banks 

French Bank of A griculture & 

Mutual C redit  (BFACM) 

Regional and Local Banks

Crfgdit Coop^ratif 

Central H-ank

C redit  M aritii'e  Regional Banks 

French Bank of C redit  Co-ops. 

Eqi-iipment C redit  Co-operatives

FRANCE

1. Financial System (See Table 8)
In  France, deposit-taking institu tions enjoy a dom inant position  in the  collec­
tion of funds from  the public. They include the deposit banks, investm ent 
banks, national savings banks, postal giros and the four co-operative and 
m utual banking groups:

(a) the agricultural cred it banks (C red it agricole)



(b) the m utual credit banks (C redit m utuel)
(c) the peop le’s banks (C redit populaire)
(d) the co-operative banks (C redit cooperatif)

The role of the deposit-taking institutions in direct lending is not very large, as 
the funds collected by the national savings bank through post offices are alm ost 
all channelled to the Caisse des D epots et C onsignations (D eposit and C on­
signm ent Office).

C om m ercial banks m ust register with the N ational C redit Council, and are 
thus known as “ reg istered” banks. In addition to the registered  banks, there  
arc also banks organised on a m utual and co-operative basis (see (a) and (d) 
above). These institutions are not governed by banking legislation but enjoy 
special legal status, although they are subject to m onetary  controls and are 
supervised by the Bank of France in conjunction with the M inistry of Finance.

The agricultural credit banks (C redit agricole) serve the rural areas. They are 
m utual co-operativc associations (except for the apex bank C N C A ) and their 
individual and corporate  m em bers are resident in rural areas o r engaged in 
agricultural activities. C'rcdit agricole provides the full range of banking ser­
vices to its custom ers, and benefits from its privileged position in the d istribu­
tion of subsidised agricultural credit and from the rising prosperity  of farm ers.

As in Japan there  are strong national savings banks which opera te  through 
the post office netw ork and provide services to small savers. These provide 
strong com petition for the C redit Agricole in rural areas.

2. Share of Deposits and Other Liabilities (Table 9)
As shown in Table 9. C redit Agricole holds m ore than 15% of to tal savings in 
France, i.e. of funds deposited  and in bonds.

The national savings banks hcild alm ost 30% of total savings, tha t is, alm ost 
twice the am ount held by C redit Agricole.
Table 9. M A R K E T  S H A R E  O F  T O T A L  C O L L E C T E D  FU N D S H E L D  

BY FIN A N C IA L  IN ST IT U T IO N S IN FR A N C E

1970
(%)

1975
(%)

1976
(%)

R egistered Banks 38.7 4 L 4 40.1

Co-operativc C redit populaire 3.2 3.7 3.6
Banks C redit M utuel 2.1 3.1 3.0

C redit A gricole 13.2 15.1 15.8

Share of Co-op Banks (18.5) (21.9) (22.4)

N ational Savings Banks 26.9 27.2 28.3
O thers 15.9 9.5 9.2

100.0 100.0 100.0

Source: Material issued by CNCA



1. Banking Operation
In the Federal R epublic of G erm any all banks, including co-opcrative banks 
but excluding the specialist banks, engage in all kinds of banking operations 
(the so-called “ universal banks” ). The private banks, credit co-operatives and 
public savings banks have divergent business policies but there is no division of 
functions.

In contrast to  this the Japanese banking system is closely regulated: there are 
restrictions on the types of business tha t may be undertaken  by different 
institutions, which have led to a degree of enforced specialisation. As a result, 
the Japanese agricultural credit co-operative system, which is entirely non­
governm ental, is classified as a specialised institution within the total banking 
structure.

The situation is sim ilar in France: C redit A gricole is a special institution 
within the French banking system.

The phenom enon which all these agricultural credit co-operatives have in 
com m on is tha t, in all three countries, they hold a large share of all deposits 
m ade in the country.

2. Position within the Banking Structure
In the Federal R epublic of G erm any, co-operativc banks are in com petition 
with the o th e r banks, especially with savings banks, operating in the same field 
and under the same conditions as ordinary banks. In France and Japan, 
although agricultural credit co-operatives are trea ted  as special banks with 
som e privileges and dealing in a lim ited field of business, they com pete with 
o ther finance institutions, especially with post offices and savings banks which 
have many branch offices th roughout the countryside; they therefore need to 
develop tactics and a strategy to overcom e their com petitors.

SUMMARY
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III. CO-OPERATIVE MANAGEMENT AND MEMBER
RELATIONS

O ne of the trad itional co-operative principles is self-m anagem ent -  decisions 
concerning the co-operative’s policies and trading activities should be taken  by 
the m em bers. H ow ever, as en terprises in com petition  with o thers, co­
operatives need professional m anagem ent.

The limits and ex ten t o f m em bers’ participation  in decision-m aking differ in 
the three countries, due to  their history, background and  o ther socio-econom ic 
circum stances.

FEDERAL REPUBLIC OF GERMANY

1. The Legal Framework
G erm an Co-operative Law  caters for all types of co-operative registered as 
such. H ow ever, a society may retain co-operative principles in its A rticles of 
Association, bu t register as another type o f  legal body  such as a jo int-stock 
com pany (A G ).

The G erm an Joint-Stock Com panies A c t  lays down tha t a join t-stock com ­
pany m ust have a G eneral M eeting, a Supervisory B oard  and a B oard of 
D irectors. The G eneral M eeting is responsible, inter alia, for election and 
dismissal of Supervisory B oard m em bers, and  approval o f the acts o f the B oard  
of D irectors and Supervisory B oard . The Supervisory B oard  appoints/d ism is­
ses m em bers of the M anagem ent B oard and supervises m anagem ent of the 
undertaking. The M anagem ent B oard  conducts the daily business of the un d er­
taking and takes the responsibility as em ployer of the personnel em ployed in 
the undertaking. Each m em ber of the B oard  of D irectors (m anaging director) 
is responsible for a particu lar field o r division; he also shares responsibility for 
overall com pany policy.

The basic banking law is the Banking Act, under which all co-operatives 
transacting banking business m ust opera te . By am endm ent of this A ct in 1976, 
a bank m ust have at least two responsible full-tim e M anaging Directors. The 
purpose of this “ four-eyes principle” is to  ensure a b e tte r check on each b an k ’s 
com pliance with the law and regulations. M anaging D irectors are defined as 
those persons appo in ted  to conduct the business of, and to rep resen t, the credit 
institution.

Em ployee represen ta tion  on the Supervisory B oard  is regulated  by law. 
U nder the W orks Constitutions A c t  o f 1952, one-th ird  of the Supervisory 
B oard m ust be em ployees’ rep iesen ta tives in a com pany which norm ally 
em ploys m ore than 500 and less than 2 ,000 persons. U nder the W orkers’ 
Co-Determination A c t o f 1976, the Supervisory B oard of a com pany em ploying 
m ore than 2,000 persons shall consist of an equal num ber of shareho lders’ and 
em ployees’ represen tatives. This legislation also applies to co-operatives.

2. Primary Level (Raiffeisenbanks and Volksbanks)
C o-operatives are no longer m anaged by part-tim e voluntary officials, as in the 
early  days of the R aiffeisen societies; but even with professional m anagem ent,
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there  is still considerable em phasis on m em bers’ partic ipation  in decision­
making.

(a) The General M eeting

The final responsibility for running a co-operative was transferred , by the 1974 
am endm ent to  the C o-operative Law, from  the G eneral M eeting to  the M an­
agem ent B oard . The G eneral M eeting can now only decide on lim ited issues 
which are of general im portance for the co-operative as a w hole, including the 
disposal of profits, while the Supervisory B oard  decides on the business policy 
and its m ethods of e x e c u t i o n .T h e  1974 am endm ent also approved the 
granting of m ultiple voting rights up to th ree votes. H ow ever, the Raiffeisen 
and V olksbanks still keep the old rule of one vote p er m em ber at the co­
operative general m eeting.

The m em bers’ G eneral M eeting may be replaceed in a co-operative society 
with m ore than  1,500 m em bers, by a m eeting of m em bers’ representatives. The 
G eneral M eeting is held  on average once a year. Its functions are to approve 
the annual financial report, to  elect m em bers of the  Supervisory B oard, to 
decide how any declared  surplus is to  be distributed, or a loss covered, and to 
determ ine the upper limits of cred it which may be granted .

(b) The Supervisory Board

The m em bers of the Supervisory B oard  are elected  by the G eneral M eeting. Its 
functions are to supervise the opera tion  of the  M anagem ent B oard and  to 
check the society’s progress on behalf of its members.*^’ It m eets once a m onth.

(c) The Board o f  Directors

The M anagem ent B oard  is defined under C o-operative Law as consisting of 
“ two o r m ore m em bers, norm ally elected by the G eneral M eeting, although 
an o th er form  of election may be stipulated  in the Byelaw s” . In practice, the 
Byelaws of all C o-operative B anks lay dow n th a t the B oard  of D irectors should 
be appointed/dism issed by the Supervisory B oard. O n average the B oard  of 
D irectors consists o f betw een two and four full-time m anaging directors.

3. Secondary Level (Regional Central Co-operative Banks)
O f nine regional central co-operative banks in 1979, eight w ere registered as 
join t-stock com panies (A G ), and the n inth as a co-operative (eG ). A lthough 
the ir m em bers (shareholders) are prim ary co-operatives (R aiffeisen and 
V olksbanks), the relationship  betw een the G eneral M eeting, Supervisory 
B oard and B oard  of D irectors is the sam e as tha t in a prim ary society.

’ U nder the earlier Co-operative Law, prior to 1973, the m em bers in general meeting were the 
only real decision-makers in a co-operative.

’ As an example of the composition of a Supervisory Board, that of a Raiffeisen savings bank near 
Bonn consists of six mem bers: three farm ers, a government officer, a factory m anager and an 
artisan.
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The following two exam ples will give some idea of the in ternal structure of 
secondary level organisations;

(i) Wesldeutsche G enossenschafts-Zentralhank eG, D iisseldorf (1978)
4 main offices -  7 branch offices -  1,100 em ployees -  1,681 m em ber 
banks
Supervisory B oard -  9 m em bers:

President (P resident of C entral U nion of G erm an C raftsm en) 
V ice-President (P resident of the R heinland C ham ber of A gricul­

ture)
3 m em bers from  the Bank itself
4 m em bers from  the V olksbank 

M anagem ent B oard -  5 m em bers
(ii) Landesgenossenschaftsbank A G , H anover (1977)

4 offices -  704 em ployees -  653 m em ber banks 
Supervisory B oard -  22 m em bers:

P re s id e n t  (P re s id e n t  o f  R a if fe is e n  U n io n , S ch lesw ig - 
H olstein /H am burg)
2 V ice-Presidents (from  C redit C o-operatives)
7 m em bers representing  em ployees
8 m em bers from  V olksbank and R aiffeisenbank (inc. credit co­

operatives)
4 m em bers from various co-operatives (inc. farm ers)

M anagem ent B oard -  6 m em bers

4. The DG Bank
The Law governing the operations of the D G  Bank prescribes th ree controlling 
organs: the Supervisory B oard, the B oard of D irectors and the G eneral 
M eeting.

(a) The Supervisory Board
U nder the Law and the D G  B ank’s A rticles, the Supervisory B oard  shall have 
32 m em bers, representing governm ental, public and co-operative institutions, 
m ade up as folk)ws:

No. o f
M em b ers R ep resen tin g

3 F e d e ra l G o v e rn m e n t
3 M e m b ers  o f  th e  F e d e ra l P a r lia m e n t re p re se n tin g  th e  s ta te s
1 G e rm a n  B u n d e sb a n k  (C e n tra l  B an k )
1 T h e  R e co n s tru c tio n  L o an  C o rp o ra tio n
1 L an d w irtsc h aftlic h e  R e n te n b a n k
1 B V R  (N a tio n a l U n io n  o f  G e rm a n  V o lk sb a n k s  a n d  R a iffe isen b a n k s)
2 A g ric u ltu ra l p u rch asin g , m a rk e tin g  a n d  serv ice  c o -o p e ra tiv e s
2 In d u s tr ia l p u rc h as in g , m a rk e tin g  a n d  serv ice  c o -o p e ra tiv e s

15 C o -o p e ra tiv e  c red it in s titu tio n s  a n d  re la te d  c o -o p e ra tiv e  e n te rp r is e s
1 H o u s in g  c o -o p e ra tiv e s
1 C o n su m e r c o -o p e ra tiv e s
1 G e rm a n  F a rm e rs ' U n io n



(b) The B oard o f  Directors
The D G  B ank Law states tha t the “ B oard  of D irectors shall consist of at least 
th ree M anaging D irectors and shall be appointed/dism issed by the Supervisory 
B oard” . T here  are a t p resen t seven M anaging D irectors, including a C hairm an 
and  a Vice Chairm an.

(c) The General M eeting
The G eneral M eeting is norm ally held once a year, w here each share of DM  
5,000 has one vote. Except in special circum stances defined by the Law o r the 
A rticles, decisions are taken  by m ajority  vote.

JAPAN

1. Primary Level
It is one of the characteristics of the Japanese agricultural co-operatives at 
prim ary level tha t a single co-operative opera tes various kinds of business and 
service such as credit, m arketing, purchasing, m utual insurance, advisory, 
education  and inform ation. So every farm household in Japan  has at least one 
person who is a m em ber of this m ulti-purpose co-operative.

(a) General M eeting
The highest decision-m aking body of a co-operative is the G eneral M eeting of 
its regular m em bers, who are its shareholders. The G eneral M eeting d e te r­
m ines the policy of the co-operative and also elects the d irectors and auditors. 
Each co-operative m ust have at least five directors, and two auditors. In the 
case of a large co-operative, a rep resen ta tives’ m eeting is instituted and given 
the authority  for decision-m aking.

(b) Board o f  Directors
U n d er Japanes C o-operative Law, at least th ree-quarters  of the D irectors m ust 
be elected from  am ong the regular m em bers.

The definition of “ D irec to r” in Japanese agricultural co-operative organisa­
tions differs from  that in E urope. The B oard of D irectors consists of one or 
m ore full-time D irectors, and also part-tim e D irectors. It has two roles, carry ­
ing ou t both  supervision and m anagem ent. A fte r their election by the G eneral 
M eeting, the D irectors elect a P resident from  am ong their num ber. U nder 
C o-operative Law the President m ust be a regular m em ber of the co -opera tive ; 
his function is to  rep resen t the co-operative and to carry out its m anagem ent in 
accordance with the decisions of the B oard of D irectors. In m ost cases, one of 
the full-tim e D irectors is the President of the co-operative.

In larger co-operatives there are also full-time M anaging D irectors as well as 
D irectors. A lm ost every co-operative in Japan  em ploys a G eneral M anager 
who is responsible for the  actual day-to-day m anagem ent of the co-operative. 
Som etim es an experienced G eneral M anager is elected as a M anaging D irec to r 
by the G eneral M eeting.

2. Secondary Level
T here are 47 credit federations in Japan , one in each prefecture, which act as 
the higher institu tions for the agricultural co-opcrative credit business. As with
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the prim ary co-operatives, the G eneral M eeting of shareholders elects the 
D irectors (at least 5) and  auditors (at least 2). The D irectors then  elect the 
President from  am ong their num ber. The G eneral M anager receives a m andate  
from  the B oard  of D irectors for the day-to-day business.

Exam ples of the structures o f three Prefectural C redit Federations of 
agricultural co-operatives are given below:

Credit Federation (A )
113 m em ber agricultural co-operatives -  6 branch offices -  184 em ployees
B oard of D irectors -  10 m em bers, including 2 full-time.
Full-tim e D irectors P resident (P resident o f a prim ary agricultural co­

operative -  no t full-tim e)
D eputy  P resident (d itto)

No. of A uditors: 4 (including 1 full-tim e).

Credit Federation (B)
138 m em ber agricultural co-operatives -  8 branch offices -  265 em ployees
B oard of D irectors -  13 m em bers, including 3 full-tim e.
Full-tim e D irectors: President (P resident o f a prim ary agricultural co­

operative)
D eputy  P resident (d itto)
M anaging D irec to r (form erly the F ed era tio n ’s G eneral 
M anager)

No. of A uditors: 6 (including 1 full-tim e).

Credit Federation (C)
71 m em ber agricultural co-operatives -  3 branch offices -  82 em ployees 
B oard of D irectors -  9 m em bers, including 1 full-time.
Full-tim e D irector: President (D irec to r of a prim ary agricultural co-operative -  

not full-tim e)
No. of A uditors: 3 (none full-tim e).

3. Norinchukin Bank
(a) Council o f  Delegates
By reason of the large num ber of shareholders, the G eneral M eeting of 
Shareholders has been  replaced by a Council of D elegates, at which each 
m em ber organisation  has one vote regardless o f the num ber o f shares held.

(b) Board o f  Directors
The B oard of D irectors consists of the P resident, a V ice-President, two Senior 
M anaging D irectors and  seven M anaging D irectors (all full-tim e), with five 
part-tim e D irectors.

T he P resident and A uditors are  e lected  by the Council of D elegates. The 
V ice-President and  D irectors are appo in ted  by the P resident, with the consent 
o f the Council of D elegates. The P residen t supervises the whole business of the 
B ank.
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FRANCE

Banks in the C redit A gricole system  have a special legal status and are in 
principle no t subject to the basic banking laws bu t to  A gricultural Law. A s 
shown in T able 10, the organisations and th e ir functions a t each level are very 
d ifferent from  those in the F ederal R epublic of G erm any and  in Japan.

1. Primary level
The local banks (caisses locales) transact no daily banking business, and their 
first and m ost im portan t task is to  exam ine the dem ands for loans m ade by 
m em bers; physically they include very few banking-business offices and alm ost 
no salaried em ployees. Business is carried  ou t through the auxiliary offices of 
R egional B ank B ranch Offices. E ach local bank has a G eneral M eeting, an 
A dm inistrative B oard  and  a Loans C om m ittee.

(a) The General M eeting
The G eneral M eeting consists o f all m em bers and w orks on the principle of 
“ O ne m em ber, one v o te” . The G eneral M eeting elects the m em bers of the 
A dm inistrative B oard and of the Loans C om m ittee.

(b) The A dm inistrative Board
The B oard  is the executive organ of the local bank. U nder A gricultural Law, 
m em bers of the A dm inistrative B oard  m ust be elected  from  am ong m em bers 
o f the G enera l M eeting. The B oard , which includes a P resident and one o r 
m ore V ice-Presidents, holds the pow er of m anagem ent of the business of the 
local bank.

(c) The Loans Com m ittee
The Loans C om m ittee is given a m andate  by the A dm inistrative B oard , to 
exam ine loan applications and decide w hether they should be subm itted  to  the 
R egional B ank. The Loans C om m ittee consists of at least two m em bers, 
including one m em ber of the A dm inistrative B oard.

2. Secondary Level
T here  is very little difference betw een local banks and regional banks in the 
m ethods and functions o f the general m eeting, adm inistrative board  and loans 
com m ittee. H ow ever, as opposed  to  the local banks, the regional banks trans­
act banking business in the ir offices (which are generally in close proxim ity to 
the local banks and often in the sam e building) th rough salaried  em ployees. 
The daily business of each regional bank is carried  ou t by a full-tim e D irector, 
who is appo in ted  by the A dm inistrative B oard.

(a) The General M eeting
The G eneral M eeting is essentially com posed of represen ta tives properly  
m andated  from  local banks affiliated to the regional bank. T hese rep resen ta ­
tives will generally  be the P resident and one o r m ore m em bers of the A dm inis­
trative B oard  of the local bank. The m ain functions o f the G eneral M eeting are:

-  to  approve the annual business repo rt and to  allocate surplus earnings;
-  to  elect m em bers of the A dm inistrative B oard.
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(b) The Adm inistrative Board
The A dm inistrative B oard  is responsible for the adm inistration  and m anage­
m ent of the regional bank. The B oard  usually has betw een  12 and  18 m em bers. 
T he A dm inistrative B oard  elects from  am ongst its m em bers the Executive 
which is com posed of a president, several vice-presidents and  a secretary.

Officials w orking under the A dm inistrative B oard  include the President and 
D irector.

The P resident is m andated  from  the A dm inistrative B oard  to  carry out the 
decisions m ade abou t the B ank’s business, assisted by the D irector.

The D irec to r is appo in ted  by the A dm inistrative B oard , and  am ongst his 
o th e r duties is responsible for the recru itm ent, rem uneration  and  prom otion of 
personnel. H e is responsible for the  services which ensure the functioning of 
the regional bank. U nder A gricultural Law the appo in tm ent of the D irector 
has to  be agreed  by the Caisse N ationale de C red it A gricole (C N C A  -  the 
C redit A gricole N ational B ank).

(c) The Loans Com m ittee
A s in local banks, the function of this C om m ittee is to exam ine applications for 
loans. I t m eets at least once a w eek and  consists of delegates from  the A dm inis­
trative B oard .

3. Caisse Nationale de Credit Agricole (CNCA)
As a public co rpora tion  defined by A gricultural Law, C N C A  is adm inistered  
by an A dm inistrative B oard  of 11 m em bers under the control o f the Plenary 
Com m ission (see Table 10).

The Plenary C om m ission, which consists o f 30 m em bers, is presided over by

Table 11. T W O  E X A M P L E S  O F  T H E  A D M IN IS T R A T IV E  ST R U C ­
T U R E  IN R E G IO N A L  B A N K S O F  C R E D IT  A G R IC O L E  
(F R A N C E )

Regional Bank 
o f  EU RE

Regional Bank  
o f  B R IE

Num ber on Adm inistrative Board 15 15

President 1 1
including Vice Presidents 2 2

Secretary 1 1

Director 1 1

U nder Deputy D irector 1 1
Director Assistant Directors 

(Chiefs of Divisions)
4 4

N um ber of local banks affiliated to the Regional Bank 35 25

Num ber of Branch Offices of the Regional Bank 34 28

Num ber of Personnel (excluding D irector) 671 980
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the M inister of A griculture or his represen tative. C N C A  is m anaged by a C hief 
Executive D irector, assisted by a D eputy  Executive D irec to r and o th e r D irec­
tors. The C hief Executive D irector is appo in ted  by decree, as recom m ended by 
the M inister o f A griculture on the advice of the M inister o f Finance.

The total num ber of the general m anagem ent team  is lim ited by decree to  a 
m axim um  of 7, o f which 2 can be D eputy  Executive D irectors. M em bers of 
general m anagem ent are appoin ted  by decree issued jo in tly  by the M inister of 
A griculture and the M inister of Finance, according to  the recom m endation  of 
the Chief Executive D irector.

SUMMARY

1. Primary Level
The role of the G eneral M eeting, on the basis of “ O ne m em ber, one vo te” , is 
similar in all th ree  countries. H ow ever, relations betw een  m anagem ent and 
m em bers are very different.

(a) D ifferences between Japanese and G erman m angem ent 
In the F ederal R epublic of G erm any, the functions of m anagem ent (the B oard  
o f D irectors) and m anagem ent control (the Supervisory B oard) are separate. 
Only m em bers of the co-operative can be elected  to  serve as m em bers of the 
Supervisory B oard , which then appoints the B oard  of D irectors. The full-time 
M anaging D irectors on the B oard  are in charge of the day-to-day business; they 
are not necessarily m em bers of the co-operative and are usually experts in 
m anagem ent and banking business.

In Japan  a co-operative has no Supervisory B oard , though it does have 
auditors. The G eneral M eeting elects the m em bers of the B oard  of D irectors 
and the A uditors. A t least th ree-quarters  o f the D irectors m ust be elected  from  
the regular m em ber farm ers of the co-operative. The B oard  of D irectors elects 
a P resident and  some full-tim e D irectors (the o th e r D irectors are  not on a 
full-time basis). U nder C o-operative Law the P resident m ust be a regular 
m em ber of the co-operative, so a full-tim e President would norm ally be a 
m em ber of a co-operative and therefo re  a farm er.

T herefo re  professional full-tim e m anaging directors m anage the business of 
the co-operative in the Federal R epublic of G erm any, which has the advantage 
o f a professional approach.

In contrast, in Japan  a full-time farm er-presiden t is a m em ber of the C o­
operative and  is e lected  by his fellow m em bers of the B oard  of D irectors. The 
m erit o f the Japanese  m anagem ent structure  is tha t the  co-operative can be 
m anaged dem ocratically , reflecting the will of the m em bers rep resen ted  by the 
President. H ow ever, this raises the question as to w hether a laym an can 
perform  a professional job  as president, a jo b  which needs experience and 
specialised know ledge o f m anagem ent and  the banking business. T here are 
various ways of assisting an inexperienced president, including the election of a 
re tired  eo-operative general m anager to the  B oard  of D irectors to  w ork as a 
full-time D irec to r to  assist the President in the  day-to-day business. T here  is 
also strict auditing by the regional union and inspection by the prefectural 
governm ent.
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A  typical average background of a president o f a m ulti-purpose co-operative 
in Japan  w ould be:

1st stage: full-tim e o r part-tim e farm er
2nd stage: election as part-tim e m em ber o f the B oard  of D irectors
3rd stage: election as a full-tim e D irec to r to  assist the P resident (while his 

family carries on his farm ing activities)
4 th  stage: elected  as full-tim e President
(5 th  and 6th stages: elected as D irec to r of a regional federation , then of the 

national federation)

(b) Special structure in France
The President o f a local bank  (prim ary co-operative) is not a full-tim e director, 
because the local bank transacts no daily banking business. T herefore  his main 
role is to  a ttend  the weekly m eetings of the  Loans C om m ittee which exam ines 
loan applications from  m em bers; he also a ttends the annual G eneral M eeting 
of the regional bank  (secondary co-operative).

2. Secondary Level
In G erm an regional central banks and Japanese prefectural federations, the 
m anagem ent structures are sim ilar to  those of th e ir respective prim ary co­
operatives. In France, the m anagem ent structure  of the regional banks is 
alm ost identical to tha t in the Federal R epublic of G erm any with the following 
two exceptions:

-  the Loans C om m ittee system
-  a single D irec to r (as com pared  with a t least tw o in the FR G ) whose 

appo in tm ent has to  be approved  by the CN C A .

3. Apex Level

The m anagem ent structure  of th e  apex bank  in each country is defined by a 
special law.

29



IV. MEMBERS AND USERS OF PRIMARY 
CO-OPERATIVE BANKS

FEDERAL REPUBLIC OF GERMANY  

1. Membership Qualification
M em bership of the Raiffeisen co-operatives was originally open to anyone  who 
fulfilled the conditions laid down in the byelaw sof the co-operative, as opposed 
to the situation in France and Japan.

U nder C o-operative Law, the byelaws are free to determ ine the qualifica­
tions for m em bership, and they depend  on the area of activity of the co­
operative.

A m em ber is required  to hold one or m ore shares in his co-operative bank. 
Table 12 shows the com position of the m em bership, by profession.

Table 12. M E M B E R S O F V O LK SB A N K S A N D  R A IFFE ISE N B A N K S 
BY PR O FE SSIO N S

31. 12.1973
(%)

31. 12.1974
(%)

31. 12.1975
(%)

31. 12.1976
(%)

W orkers, salaried men, civil servants 58.0 58.2 59.5 59.2

Annuitants, pensioners, farm 
annuitants 12.7 12.8 12.6 12.6

O ther private individuals 7.3 7.1 7.4 7.8

Agriculture and Forestry 6.2 6.2 6.0 5.8

Industry & Processing Business. 
Building Business 4.9 4.9 4.8 4.7

Service Business 5.1 4.8 4.3 4.7

Commerce 4.5 4.6 4.2 4.1

O ther Business 1.1 I.l 0.9 0.8

Public Establishments 0.2 0.3 0.3 0.3

100.0 100.0 100.0 100.0

Source: Material issued by BVR  

2. Borrowers and Depositors
Previously the co-operative banks were not allowed to  give credit to non ­
m em bers, although anyone could open a curren t o r deposit account. A 1974 
am endm ent to the C o-operative Law lifted this restriction on credit, so co­
operative banks may now also grant loans to  non-m em bers. This has led to a 
considerable difference in the professional com position of depositors and of 
borrow ers, as shown in Table 13.
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Table 13. D E P O S IT O R S  A N D  B O R R O W E R S  O F  R A IFFE ISE N B A N K S
A N D  V O LK SB A N K S BY PR O FE SSIO N S as at 31st D ecem ber 
1976

Depositors by Professions

(on demand) 
sight deposits

%

savings
deposits

%
Borrowers

%

W orkers, salaried men, civil servants 26.7 42.3 30.3

Annuitants, pensioners, farm annuitants 9.0 15.0 1.7

O ther private individuals 6.8 21.5 4.1

Agriculture and Forestry 4.6 5.5 6.4

Industry & Processing Business, Building 
Business 11.1 3.7 22.1

Service Business 1,3.2 5.5 12.9

Commerce 8.2 3.0 13.7

O ther Business 4.0 1.1 3.7

Public Establishments 5.9 2.4 5.1

Banks (Credit Institutions) 10.5 - -

100.0 100.0 100.0

Note: Total O utstanding Deposits as at 31st Decem ber 1976:
Sight Deposits 25 billion DM
Time Deposits 12 billion DM
Savings Deposits 111 billion DM
Total 148 billion DM

Source: Material issued by B V R

JAPAN

1. Membership Qualification
M em bership of agricultural co-operatives consists o f regular m em bers and 
associate m em bers. The com position of regular and associate m em bers is 
shown in T able 14. R egular m em bers are farm ers and corporate  bodies 
engaged in agricultural m anagem ent; associate m em bers are persons residing 
w ithin the a rea  covered by an agricultural co-operative, concerned with and 
using the co-opera tive’s facilities, including banking facilities.

Only regular m em bers may participate in the m anagem ent of the co­
operative.
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Table 14. N U M B E R  O F  M E M B E R S A N D  H O U S E H O L D S  IN
P R IM A R Y  A G R IC U L T U R A L  C O -O P E R A T IV E S  IN JA P A N

Business
Year

Regular M em bership

Individuals Groups

Regular
M em ber

Households

Associate M embership

Individuals Groups

T O T A L

Individuals Groups T O T A L

1,000
(persons)

1,000
(groups)

1,000
(h’holds)

1,000
(persons)

1,000
(groups)

1,000
(persons)

1,000
(groups)

1,000
(persons)

1971
1976

5,819
5,744

5,267
5,222

1,453
1,926

41
52

7,271
7,670

45
57

7,316
7,727

Average
per
Co-operative

group h'hold persons

1,217 1,107 408 11 1,266 12 1,638

Source: Statistics o f  Agricultural Ministry U nit=  1,000

A lm ost all Japanese farm ers are expected  to  be m em bers of agricultural 
co-operatives. It may therefore  be said th a t the rate  of m em bership  is the 
highest in the  world, even though entry into the co-operative is purely volun­
tary.
N o t e :  U nder “ A gricultural C o-operative M odel A rtic les” , the following may 

be regular m em bers:
A. A  farm er who cultivates m ore than  0.1 hectares of farm land, whose 

farm land or residence is located within the area of the co-operative;
B. A  farm er engaged in agriculture for m ore than  90 days per year, 

whose residence is located  w ithin the area of the co-operative.
C. A  corporate  body which engages in agriculture and which has an 

office o r farm land located w ithin the area  of the co-operative.

2. Borrowers and Depositors
U nder A gricultural C o-operative Law, any person who lives in the same 
household as a m em ber of a co-operative, is trea ted  as a m em ber in the deposit 
and loan business of the co-operative.

A ccording to  the A rticles of A gricultural C o-operatives, a co-operative may 
receive deposits from  non-m em bers residing in the district. H ow ever, so far as 
loans are concerned, co-operatives may only gran t secured loans to  non-

Table 15. D E T A IL S  O F  D E PO SIT S  H E L D  BY SA M PL E  A G R IC U L ­
T U R A L  C O -O P E R A T IV E S  IN  JA P A N  as at 31st M arch 1978

Area

N um ber o f  
sample  

co-operaiives 
concerned

Com position o f  Deposits by Class o f  Depositors

Regular
Members

%

Associate
M embers

%

N on-M em bers

local
governm ents

%

local public 
corporations etc. 

%
Others

%
(Total)

%

Rural 151 74.9 11.4 2.1 0.1 11.5 (13.7) 100.0
Interm ediate 140 76.1 15.6 1.7 0.1 6.5 (8.3) 100.0
U rban 195 63.9 21.7 1.7 0.2 12.5 (14.4) 100.0

Source: Research done by Norinchukin Bank
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m em bers, except in the case of public bodies, e.g. local governm ents, local 
public corporations. This applies particularly  to  urbanised areas, w here many 
o f the residents use the banking facilities provided by agricultural co­
operatives, as associate m em bers. The position with regard  to  loans and 
deposits is set ou t in Tables 15 and 16.

U nder A gricultural C o-operative Law, to tal non-m em ber deposits may not 
exceed one-fifth of to tal deposits.

FRANCE

1. Membership Qualiflcation
A t 31 St D ecem ber 1977, the num ber of m em bers in C red it A gricole am ounted  
to 3 ,197,000. The qualifications for m em bership have been ex tended  over the 
years, especially since 1971. U nder A gricultural Law and various decrees, the 
following may be m em bers of C redit A gricole local banks:

A. Traditional m em bership categories
(1) Farm ers and sim ilar, including farm w orkers:

(a) farm ers whose incom e com es principally from  agriculture:
(b) m em bers of the ir fam ilies;
(c) rural artisans working m ainly for farm ers.

(2) G roups whose objec t is to  provide supplies o r services for farm ers and 
m arket th e ir produce.

(3) O rganisations in terested  in agriculture.
(4) Local com m unities.

B. M em bership categories extended since 1971
(1) H andicraft en terp rises and the ir em ployees.
(2) E nterprises engaging in agriculture, forestry or sim ilar rural industries, 

and th e ir em ployees.
(3) P roprietors of buildings for agricultural o r artisanal use, or of real estate 

principally for use as dwellings.

C. New m em bership categories since 1971
The area of operations of C redit Agricole banks has been ex tended  in the rural 
com m unity, to include:
(1) Persons engaged in certain  professions in the rural com m unity, e.g. rural 

artisans.
(2) P roprie tors of second houses in the rural com m unity.
(3) All em ployees (wage earners) and pensioners having the ir residences in 

the rural com m unity can be m em bers of C redit A gricole banks.
(4) All associations, societies o r institu tions engaged in, o r w orking for the 
in terest of, agriculture may be m em bers, on condition th a t the C N C A  approves 
the ir m em bership.
N o t e : A ccording to the decree of 11th A ugust 1971, m em bership was re-
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defined, and the scope of m em bership ex tended  trom  farm ers to  people  
living in the rural com m unity.

The rural com m unity  is at presen t defined as a com m unity w here less 
than 7,500 inhabitants hve in the chief town, excluding  com m unities 
w here the population  of the chief town is betw een 2,001 and 7,500 
inhabitants and which is part of an agglom eration of m ore than 65,000 
inhabitants. For residents in zones of rural renovation  and m ountain  
areas, the upper limit of agglom eration is 75,000 inhabitants.

2. Borrowers and Depositors
Any person, even if living in a large city such as Paris, may deposit with the 
regional banks of C redit Agricole, e ither term  deposits o r bonds. It is not 
necessary for a deposito r to becom e a m em ber of C redit A gricole.

H ow ever, only m em bers of C redit A gricole may borrow  tnrough local banks 
from the regional banks, in the form  of short-term  loans (1 o r 2 years), 
m edium -term  loans (2-15 years), long-term  loans (15-30 years).

SUMMARY

1. Membership Qualification
In Japan only farm ers can be regular m em bers; o ther people in the area can 
only be associate m em bers. In France originally only farm ers and people 
connected with farm ing could be m em bers; how ever since 1971 the scope of 
m em bership has been extended to all inhabitants within the rural com m unity 
(ruralisation of C redit Agricole).

In the Federal Republic of G erm any, m em bership is fundam entally  open to 
anyone as defined in the byelaws of the co-operative.

The general tendency for fu ture developm ent in France and Japan  could be 
the extension of m em bership to all inhabitants in the rural areas for the 
following reasons;
(a) the dim inishing num ber of farm er m em bers;
(b) changes in loan business, due to  the change in m em bers’ main professions 

as in the case of part-tim e farm ers in Japan , e.g. from  agricultural credit to 
housing credit.

Table 16. D E T A IL S  O F  O U T S T A N D IN G  L O A N S  IN S A M P L E  
A G R IC U L T U R A L  C O -O P E R A T IV E S  IN JA P A N  as at 3 Is t 
M arch 1978

Area

N um ber o f  
'iumple cu-op.s 

concerned

i (>rnp<>stiu>n o/  Outstanding Loans by Class o f  Depc•sitors

Regular
Members

%

Associule
M embers

%

Non-M embers

local
governments

%

local public 
corporations etc. 

%
Others

%
(Total)

%

Rural 150 77.5 14.9 3.0 3.6 1.0 (7.6) 100.0
Interm ediate 132 71.7 21.4 3.1 2.4 1.4 (6.9) 100.0
Urban 194 52.9 .34.4 2.8 5.7 4.2 (12.7) 100.0
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2. Borrowers and Depositors
In Japan  a co-operative may receive deposits from  non-m em bers resident in 
the district. H ow ever the total of such deposits m ust be less than  one-fifth of all 
deposits. In the  m atte r o f loans, co-operatives may gran t only secured loans to 
non-m em bers resident in the area.

In France anyone may deposit m oney in the regional banks of C redit 
A gricole, bu t only m em bers may borrow  from  the banks.

In the F ederal R epublic of G erm any, non-m em bers can be both  depositors 
and borrow ers of a co-operative bank. T here is little possiblity of non-m em bers 
becom ing borrow ers in Japan  and France in the near fu ture , because agricul­
tu ral credit co-operatives in both  countries are special banks defined by law.

Fundam entally  the following problem  exists: if there  is no distinction b e t­
ween m em ber-custom ers and o th e r custom ers (borrow ers, depositors etc.), 
w hat is the advantage of becom ing a m em ber? H ow ever, m em bers do have 
voting pow ers, and are also the ow ners of the co-operative.
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V. MERGERS

FEDERAL REPUBLIC OF GERMANY 

L National level (National Unions)
A t the end of 1971 the G erm an R aiffeisen A ssociation and the G erm an 
Co-operative A ssociation (Schuize-D elitzsch) decided to m erge. A s a result, 
the D G R V  (G erm an C o-operative and R aiffeisen A ssociation) was set up as a 
jo in t central association incorporating  all the rural (R aiffeisen) and industrial 
(Schuize-D elitzsch) co-operative savings banks.

As shown in Table 1, there  are th ree national U nions under D G R V , the 
D R V  (G erm an Raiffeisen A ssociation), the B V R  (N ational Federation  of 
V olksbanks and R aiffeisen B anks), and Z E N T -G E N O  (The N ational F ed era­
tion of C o-operative W holesale and Service E nterprises). This m erger sprang 
from  the need to  avoid in ternal friction and com petition  betw een the R aif­
feisen banks and  the V olksbanks (Schuize-D elitzsch), to  effect savings in costs 
and to strengthm  their com petitive position with regard  to  the o th e r banking 
groups.

The BV R , the jo in t co-operative bank organisation, com prises approxi­
m ately 4 ,500 V olksbanks and Raiffeisen banks.
N o t e : D G  B ank was founded originally for all the co-operative banks.

2. Regional Level
A s stated  in Section I, of the 9 regional central co-operative banks, 5 are 
already jo in t banks, nam ely C entral Banks for R aiffeisenbanks and V olks­
banks.

3. Primary Level
T here are two possibilities for m ergers of co-operative banks at prim ary level:

Table 17. N U M B E R  O F  P R IM A R Y  C O -O P E R A T IV E  BA N K S IN T H E  
F E D E R A L  R E P U B L IC  O F  G E R M A N Y

E n d  o f  Year N um ber o f  Co-operative Banks

1957 11,795
1970 7,059
1971 6,348
1972 5,743
1973 5,481
1974 5,321
1975 5,196
1976 5,038
1977 4,806
1978 4,607

Source: M onthly Reports o f  the Bundesbank
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(a) betw een R aiffeisenbanks o r betw een V olksbanks;
(b) betw een R aiffeisen banks and  V olksbanks.

U nfortunately  no statistics exist for these. In any case, the to ta l num ber of 
V olksbanks and R aiffeisen banks has alm ost halved during the past 20 years, as 
shown in T able  17, creating larger and  m ore efficient co-operative banks.

Table 18. P R O G R E S S  O F  M E R G E R S  B E T W E E N  P R IM A R Y  M U L T I­
P U R P O S E  A G R IC U L T U R A L  C O -O P E R A T IV E S  IN  JA P A N

Business Year 
(between April 
and March o f  

next year)

Mergers by Special Laws

Case Num ber 
o f  Mergers (A)

Co-ops Merged 
(B)

_S

A

Num ber o f  
Co-ops at the 
beginning o f  
fiscal year

Number o f  
Villages, 

towns and 
cities

1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977 

(1978)

47
68
83
83
45

137
210
216
237
578

35

58
218

99
42

102
101

67
119

60
25
56

104
154 
192 
234
155 
541 
912 
967

1,066
2,599

135
169
829
378
162
439
393
286
434
225

65
160

2.2
2.3
2.3 
2.8
3.4 
4.0
4.3
4.5
4.5
4.5
3.9
2.9
3.8
3.8
3.8
4.3
3.9
4.3
3.6 
3.8
2.6

12,832
12,704
12,572
12,406
12,221
12,050
11,586
10,813
10,083

9,135
7,320
7,209
7,074
6,470
6,185
6,049
5,688
5,488
5,198
4,942
4,803
4,763

(4,657)

4,668
3,866
3,689
3,584
3,526
3,490
3,460
3,423
3,398
3,392
3,372
3,312
3,298
3,285
3,280
3.257 
3,237 
3,277 
3,271
3.257 
3,256

Source: Statistics by Agricultural Ministry, Japan

JAPAN

T here is no possibility of m ergers betw een secondary credit federations of 
agricultural co-operatives because each federation serves one prefecture.

H ow ever there  has been  considerable progress in m ergers betw een  agricul­
tu ral co-operatives a t prim ary level. Back in the early 1950s, m any agricultural 
co-operatives found them selves in m anagem ent difficulties because they o p er­
ated  on too small a scale to com pete with o th e r com m ercial corporations, and 
w ere suffering heavy deficits as a result.

In o rder to  im prove these conditions, central and local governm ents have 
endeavoured  to prom ote m ergers betw een agricultural co-operatives. Special 
laws and am endm ents to  C o-operative Law were passed to allow agricultural 
co-operatives to  becom e m ore efficient by m erging to form  larger units.
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Finally the “ Prom otion of M ergers betw een A gricultural C o-operatives” 
Law was passed in M arch 1961, to such good effect th a t the num ber of 
co-operatives has decreased  from  12,050 in 1961 to 4,803 in 1976, as shown in 
Table 18, thus establishing a stronger basis for business activities.

H ow ever there  has been some criticism of these m ergers by m em bers, on the 
grounds tha t “ small if beautifu l” . They argue that, for exam ple, close com ­
m unication betw een em ployers and m em bers in a co-operative could disappear 
if the co-operative becam e too large, and tha t the m anager may lose personal 
contact with the m em bers.

FRANCE

A s explained previously, very few C redit Agricole local banks transact daily 
banking business -  unlike in the Federal R epublic of G erm any and  Japan  -  so 
there is not the same econom ic need for m ergers betw een local banks. A t 
secondary level there is again no need for m ergers betw een the regional banks 
since each regional bank on the w hole serves one D epartem en t (prefecture).

SUMMARY

1. Federal Republic of Germany
In the Federal R epublic of G erm any the m erger of the national federations of 
agricultural co-operatives (Raiffeisen) and industrial (u rban) co-operatives 
(Schulze-D elitzsch) took place at the end of 1971. H ow ever, m ergers betw een 
R aiffe isen b an k s (ag ricu ltu ra l c red it co -o p era tiv es) and  V olksbanks 
(Schulze-D elitzsch) and regional banks will take som e tim e to  com plete. 
H ow ever, due to the m ergers, the total num ber of prim ary co-operative banks 
(both Raiffeisenbanks and V olksbanks) has decreased by m ore than  half in the 
past 20 years.

2. Japan
The problem  of m ergers exists only a t prim ary level because the territo ry  of the 
regional federations is defined by the prefecture and there  is no need for 
m ergers at national level. M ergers betw een m ulti-purpose co-operatives at 
prim ary level were p rom oted  by a special law in 1961, and as a result the 
num ber of co-operatives has decreased by alm ost half in the past 15 years. 
H ow ever the fundam ental problem  rem ains: w hat is the ideal size of an 
agricultural co-operative -  in term s of area  of territo ry , num ber of m em bers, 
com m unication betw een the co-operative and its m em bers, and  econom ic 
viability?

3. France
As m entioned above, the problem  of m ergers does no t arise in France.
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VI. MONETARY RELATIONS BETWEEN PRIMARY, 
SECONDARY AND APEX CO-OPERATIVE BANKS

FEDERAL REPUBLIC OF GERMANY

Every bank is legally obliged to m aintain a certain  state of liquidity (see note 
below ), but the R aiffeisenbanks and V olksbanks are not restricted  in the use of 
the ir surplus funds to  the same ex ten t as in Japan.
1. Volksbanks and Raiffeisenbanks
The prim ary co-operative banks financc their banking business by accepting 
deposits from  their custom ers, both  curren t (sight) and time.

A  part of these funds is transferred  to the regional co-operative bank as 
liquidity reserves, ordinarily  in the form of tim e deposits with fixed in terest 
ra tes (4 -  6.5% ) depending on the period (one m onth to four years). The 
percentage of such funds retained  by the prim ary bank is difficult to estim ate, 
but is on average betw een 5 and 20%. For day-to-day transfer business, each 
prim ary co-operative bank has a curren t account with the regional bank, with 
in terest rates of 1 -  2%.
2. Regional Co-operative Central Banks
The main function of the regional banks is to play an adjusting role betw een 
co-operative banks with high liquidity and those in need of refinancing. The 
regional banks m ust thcrefc're hold adequate  liquid funds.

Besides investm ent in short- and uiedium -term  securities, the g reater part of 
surplus funds is kept in the apex bank, D G  Bank in Frankfurt. The total 
placem ent in D G  Bank may be up to 40 or 50% of the am ount deposited by the 
prim ary co-operative banks.

As in the case of the prim ary co-operatives, these p lacem ents by regional 
banks with the DG Bank are in the form of time deposits with a fixed in terest 
rate (4 -  7%), the term  varying betw een 30 days and  4 years.

Call m oney also form s a targe part o f th e ir business.
3. DG Bank
The D G  Bank is in a position to equalise liquidity for the regional central 
co-operative banks, and opera tes its liquidity position accordingly, on the 
national and in ternational levels.
N o te ;  System  o f  m in im um  reserve ratio (Deutsche Bundesbank)

M inim um  reserve requirem ents must be held in the form  of in terest- 
free curren t accounts with the D eutsche B undesbank. They are calcu­
lated  on the basis of m onthly averages; there is a m inim um  requ irem ent 
for each type of deposit, which is also related  to  such factors as the 
aggregate am ount of a b an k ’s eligible liabilities within each type of 
deposit.
Exam ple: April 1977
-  against sight deposits: 9.35, 12.7 o r 14.9% (depending  on the b an k ’s 

to tal liquidities, etc.)
-  against tim e deposits: 6.6, 8.8 or 10.45%
-  against savings deposits; 6.15, 6.4 or 6 .6‘Ki
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Table 19. B A L A N C E  SH E E T S O F  C O -O P E R A T IV E  B A N K S IN T H E  
F E D E R A L  R E P U B L IC  O F  G E R M A N Y  as at 31st D ecem ber 
1976

(1) C onsolidated B alance Sheet o f all V olksbanks and R aiffeisenbanks (5 ,044)

Assets Liabilities and Capital

Deposits Current deposits 
(at sight) 24,620

Time deposits 12,177

Deposits with 
Regional banks

23,794
Savings deposits 110,763

TOTAL (147,560)

Loans

Other assets

104,108

46,198
Other liabilities (capital) 26,540

TOTAL 174,100 TOTAL 174,100

(2) C onsolidated B alance Sheet of 10 regional banks

Assets Liabilities and Capital

Cash reserve 2 ,8 8 4

Bills 223
D ue to m em ber banks 2 3 ,7 9 4

D u e from D G  bank 12,393

D u e from other banks
(including am ount due from m em ber
credit co-operatives)

12 ,866 D ue to D G  bank and other banks 8 ,8 5 4

(9 ,0 5 4 ) D ue to non-bank custom ers 5 ,2 7 0

D u e from non-bank custom ers 4 ,8 0 6 B onds outstanding 944

O ther securities 6 ,3 1 0 Capital a/c 1,305

Fixed assets and Investm ent 861 O ther liabilities 909

O ther assets 733

T O T A L 4 1 ,0 7 6 T O T A L 4 1 ,0 7 6
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(3) Balance Sheet o f D G  B ank

Assets Liabilities and Shareholders Equity

Cash and other cash terms 76

D u e from  B undesbank 225 D u e  to regional co-op  banks 12,525

Bills receivable 4 14 D ue to other banks 6 ,2 1 0

D ue from regional co-op  banks 3 ,642 D ue to  non-bank custom ers 2 ,006

D ue from  other banks 10 ,579

Treasury bills 1,161

B onds and notes 2 ,825

O ther securities 128 O w n acceptance outstanding 43

D ue from  non-bank custom ers 4 ,9 0 7 B onds and n otes issued in accordance 
n AMV T xr>

Equalisation claim s on Federal and 
State authorities

Wltn UO tJAINIV L.ILJ A, /‘*0

83 Provisions 115

Trust transactions at third party risk 163 Trust transactions at third party risk 163

Investm ent in subsidiaries and 
affiliated com pounds 4 2 0 O ther liabilities 175

Prem ises and equipm ent 47 A ccrued  and deferred item s 46

O ther assets 105 R esearch and education  fund 3

A ccrued and deferred item s 38 Published R eserves 367

R eserves 385

Profit after transfer to  published  
reserves 29

T O T A L 2 4 ,813 T O T A L 2 4 ,8 1 3

Source: B V R  and D G  Bank Unit: DM  Million

JAPAN

1. Primary Co-operatives (Multi-purpose)
Since agricultural co-operatives in Japan  perform  m ultilateral functions, part 
of the funds raised by the ir banking business is used as w orking capital for 
m arketing, purchasing and o ther business.

If the funds in the banking business exceed the am ount needed  for loan and 
o th e r business, the balance (floating funds) is generally  deposited  w ith the 
p refectural cred it federation .

2. Prefectural Credit Federations of Agricultural Co-operatives
T he P refectural C redit F ederations receive curren t and tim e deposits from  
their m em ber co-operatives’ prefectural federations.

Some bounty  is g ran ted  in addition  to  norm al deposit in terest to  m em ber
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co-operatives, in o rd e r to  encourage prim ary co-operatives to  deposit the ir 
floating funds with the credit federation.

The funds ob tained  in deposits are used for short o r m edium  term  loans to 
m em ber co-operatives, as well as for discounting notes acquired  by m em bers.

If credit federations have floating funds, the m ajor p art is deposited  with the 
N orinchukin Bank, because the ir A rticles of Incorporation  usually stipulate 
tha t “ at least half of the floating funds shall be deposited  with the N orinchukin 
B ank” . Some p art o f floating funds may be invested in securities o r deposited 
with o ther banks.

O ne of the m ost im portan t functions of the credit federation  is to play an 
adjusting role in the liquidity position of agricultural co-operatives within each 
prefecture.

If the credit federation runs short o f funds, it borrow s from  the N orinchukin 
Bank.

Table 20. B A L A N C E  SH E E T S O F  A G R IC U L T U R A L  C O ­
O P E R A T IV E  C R E D IT  O R G A N IS A T IO N S  IN JA P A N  as at 
31st D ecem ber 1977.

(1) C onsolidated  Balance Sheet of agricultural co-operatives (m ulti-purpose 
co-operatives a t prim ary level)

A sse ts L ia b ilitie s

Cash 88 Savings 20,026

Deposits 10,599 D ebts for Credit Business 1,193

of which -  affiliated
-  non-affiliated

(10,356)
(243)

Including loans entrusted of Agr. 
Finance Corporation (491)

Money in trust & securities 969 Debts for Insurance business 124

Loans & discount as credit 
business 9,061

including -  to non-m em bers 
-  those to banks

(636)
(6)

O thers 513

Loans for insurance 129

Assets for o ther business 688

Others 322

TOTA L 21,856 T O T A L 21,856
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(2) C onsolidated  Balance Sheet of prefectural C redit Federa tions of A gricul­
tural C o-operatives (Secondary level)

Assets Liabilities

Cash 90 Savings 11,410

Deposits 5,294 Debts 63

including -  affiliated
-  non-affiliated

(5,094)
(200)

Others 841

Money in trust and securities 3,218

Loans and discount 3,372

including -  to non-co-operative organs 
-  to banks

(709)
(61)

Others 340

TOTAL 12,314 TOTAL 12,314

(Entrusted Loans 1,906)

(3) Balance Sheet of N orinchukin  Bank

Assets Liabilities

Cash and Due from banks 890 Deposits 6,274

Securities 2,235 Bank debentures issued 1,520

Bills discounted 1,059 Borrowed money 14

Loans to Co-operative organisations 1,437 Others 785

of which -  agriculture
-  fishery, forestry and others

(742)
(695)

Loans to non-co-operative sectors 2,603

including -  agri-business
-  banks
-  others

(2,248)
(171)
(184)

O thers 369

TO TA L 8,593 TO TA L 8,593

(Entrusted loans 173)

Unit; Billion Yen
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3. The Norinchukin Bank
The B ank receives deposits from  affiliated organisations, mainly credit federa­
tions, as well as from  agribusiness enterprises, local governm ents, etc. These 
are in the form  of curren t deposits, ordinary  deposits, deposits at notice, tim e 
deposits, special deposits and public m oney deposits.

C oncerning rates of interest, some bounty schem es are  opera ted  for the 
purpose of attracting  co-operative funds (from  credit federations) to  the Bank, 
so th a t effective rates of in terest for deposits are in fact a little higher than 
stated.

The Bank grants loans prim arily to  its affiliated organisations, bu t may also 
lend to non-affiliated organisations.

The B ank is also one of the coun try ’s banks qualified to  issue debentures, 
and does so in two forms: 5-year coupon deben tu res and 1-year discount 
debentures. It may issue these up to  an am ount equivalent to 20 tim es the total 
of its capital and reserves.

The abundan t funds collected by accepting deposits and selling debentures 
are used by the B ank to  adjust the liquidity positions of credit federations and 
o ther affiliated co-operatives th roughou t Japan.

FRANCE

The special characteristics of the m oney relations in the 3-tier structure of 
Credit A gricole are as follows:
(1) Local banks transact no daily business.
(2) B ranch offices of regional banks transact deposit, loan and  o ther daily 

banking business for the m em bers of local banks.
(3) A lthough all form s of deposit are accepted by the regional bank branch 

offices, all deposits except cu rren t deposits are kept with C N C A , no t with 
the regional banks.

(4) C urren t deposits accepted by the regional banks may be utilised as 
resources for short-term  (som etim es for m edium -term ) loans to  the 
m em bers of local banks.

(5) CN C A  receives a subsidy from  the governm ent, allocated annually by the 
A gricultural M inistry budget. This enables C N C A  to provide advances to 
the regional banks, to  enable them  to gran t low -interest loans to  farm er- 
m em bers of local banks.

SUMMARY

1. Rules regarding Deposit Funds
These rules are very strict in Japan , and o pera te  as follows:
(a) Prim ary co-operatives m ust deposit at least tw o-thirds of surplus funds 

with the P refectural C redit Federation .
(b) Prefectural C redit Federations m ust deposit at least half o f surplus funds 

with the N orinchukin Bank.
The Japanes system is therefore  a centralised  system. O n the o th e r hand, in the 
Federal R epublic of G erm any there  is no such rule, and  on the w hole each
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Table 21. B A L A N C E  S H E E T  O F  T H E  C R E D IT  A G R IC O L E  O R G A N ­
IS A T IO N  IN F R A N C E  as at 31st D ecem ber 1977

(1) C onsolidated  B alance Sheet of 94 regional banks

Assets Liabilities

Fixed assets 8 -

Loans o f long or m edium  term hy 
advance o f  C N C A

O wn funds 1 3 -

1 3 5 -
A dvance by C N C A 1 3 3 -

Sight deposits and current a/c 7 1 -

-  M obilisable loan o f  m edium  
term 10-

Current a/c o f  C N C A 4 -

-  Loans o f  short-term  and  
current a/c 3 4 -

Others 1 9 -

-  T im e deposits or sight deposits to 
C NC A 3 1 -

O thers 2 2 -

T O T A L 2 4 0 - T O T A L 2 4 0 -

(2) Balance Sheet of Caisse N ationale de C redit A gricole (C N C A )

A sse ts L ia b ilitie s

Premises, equipm ents & investm ents, etc 1 Capital & R eserves 4

M edium  and long term loans 142 Short and long term bonds 99

including -  A dvances to regional banks (1 3 5 ) D ep osits  and savings accounts 97

-  D irect loans by C N C A (V) including -  Savings accounts
-  T im e D eposit and CD
-  Passbook a/c
-  H om e savings a /c and plans

(71)
7

Short term loans 5
— / 

-3 3  
-3 1

including -  R efinancing to regional banks 
-  D irect loans by C N C A

(4)
(1)

M arketable and other securities 4 5 -

Banks and C orrespondents 2 9 -

Cash, Central bank. Treasury and G IR O 1

O ther assets 8 Banks and C orrespondents 1 1 -

O ther liabilities 1 9 -

N ett Profit 11

T O T A L 231 T O T A L 2 3 1 -

Unit: FF Billion
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organisation is responsible for its own liquidity, thus functioning in a ra th e r 
m ore autonom ous way than  in Japan.

In France, C redit A gricole has a com paratively centralised  system. All 
deposits except curren t deposits accepted by regional banks, go straight to 
CN C A  and are red istribu ted  by C N C A  (fixed m oney circulation system).

2. Mutual Co-operation between Primary, Regional and Apex Banks
In the Federal R epublic of G erm any and Japan, apex and regional banks 
(credit federations) perform  fund-adjusting functions for th e ir m em bers. 
Som etim es a regional bank  grants loans d irect to m em bers of prim ary co­
operative banks.
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VII. FUTURE WORK

In this rep o rt I have ventured  to  sum m arise each subject. H ow ever, it is not 
possible to  m ake a final com parison of agricultural cred it co-operative system s 
and their functions in the th ree countries, e ither by induction o r deduction, 
because there  are o th e r fundam ental problem s which need fu rther research 
and analysis. T herefo re  I hope th a t this research  may be continued by som eone 
within the th ree countries o r by an in ternational organisation.

I feel it m ight be helpful to list the subjects which I regard  as im portan t and 
on which fu rther research  should be carried  out:

1. M utual guaran tee systems for deposits and loans:
e.g. the guaran tee  funds of C redit A gricole (F rance) and the V olksbank and 
Raiffeisenbank (F R G ); the agricuUural credit guaran tee  system  in Japan.

2. Rules and  business of subsidiaries:
e.g. C N C A  and the D G  B ank have m any subsidiaries.

3. In ternational co-operation betw een co-operative banks:
e.g. export and im port finance for in ternational co-operative trade; in te rna­
tional syndicated loans.

4. A pplication of co-operative principles in credit business:
e.g. dividend policies; advantages of m em bership  in m aking deposits or 
obtaining loans.

5. E lectronic data processing system s in co-operative credit business.

6. Function of d eben tu res issued by apex banks:
e.g. N orinchukin deben tu re ; C N C A  and D G  B ank bonds.

7. Education  of staff and m anagers in C redit C o-operatives; education  of 
m em bers; com m unication with m em bers.

8. C om plem entary  roles of A gricultural C redit C o-operatives and G overn ­
m ent:
e.g. governm ent support o f agricultural finance to farm er-m em bers, in the 
form of (a) subsidies to  supplem ent in terest; (b) special loans by govern­
m ent agencies at low in terest rates (long o r m edium  term ).

9. R elations betw een the th ree tiers:
e.g. in regional banks, deposit and lending in terest rates for m em ber co­
operatives; percentage o f overdue loans, criteria for granting loans and 
security asked for.
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