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Abstract

The goal of this study is to analyze and compare the credit cooperative system in
German, Netherlands, U.S., Japan, and Swiss. From the comprehensive analysis of
credit cooperatives organizational structure, operating performance, paid-in capital,
membership policy, cooperate governance, Basdl 11I's impact and risk management in
the above countries, we further propose a road map for capitalization and competitive
strategies of domestic credit cooperatives.

First of al, we observe that most countries adopt a bifurcated cooperative system; in
other words, a central organization and local member banks, such as DZ Bank (central)
and Volksbanks Raiffeisenbanken (local), Rabobank Nederland (central) and
Rabobank (local), Swiss Union of Raiffeisen Banks (central) and Raiffeisen Banks
(local), Japan Shinkin Central Bank (central) and Shinkin Banks (local). The central
cooperative bank generally plays a key role in funding, payment and settlement,
financia product development, audit and supervision. Furthermore, to maintain the
credibility and liquidity of the whole group, a cross guarantee or liability guarantee
system is thus created on the basis of consensus and trust in Netherlands and Swiss.

With respect to the capitalization strategies, the equity funds of most countries’ credit
cooperatives have essentially been accumulated on retained earnings or reserves.
However, in responding to the rapid evolution of the financial sector, issuing
subordinated debt, membership certificate or covered bond is usually allowed to
solidify the capital structure. Generally speaking, enhancing the relationship
banking, fulfilling the cooperative principle, and maintaining a closer links with
members are the key success factors of credit cooperativesin foreign countries.

As reference to the cooperative systems in above countries, we think that setting up a
central organization is necessary in Taiwan. Regarding the capitalization and
competitive strategies, it is essential for domestic credit cooperatives to maintain the
capital stabilization, increase the retained earnings, strengthen the core value,
reinforce the relationship banking, expand the business areas, and thus to establish a
nichein the local market.



