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Executive Summary

Cooperatives are voluntarily formed on the basis of democracy by united persons, with the
believes in the value of self-help, public cooperation, honesty and caring for others, in order to solve
problems of members which has occurred in the operation of their businesses, and it also aim to improve
the quality of life among members. According to the Cooperative Societies Act B.E. 2542, cooperative
was defined as a group of people who jointly operates in a business with the purpose of economic and
social benefits, under the principles of self-help and assisting each other. At the present, there are seven
categories of cooperative in Thailand, namely agriculture cooperative, fishery cooperative, housing
cooperative, consumer cooperative, service cooperative, savings cooperative and credit union.

All types of cooperatives under the Cooperative Societies Act are mainly governed by two
government institutions which are the Cooperative Promotion Department and the Department of
Cooperatives Auditing. Principally, the Cooperative Promotion Department as the registrar of all
cooperatives generally has the authorized power and responsibility to provide registration service,
promote, assist, suggest and govern operation of cooperatives for the execution of the laws, and also has
responsibility to pave the way for the cooperatives to act in accordance with the objectives of developing
and strengthening their competency.

According to the study of Thai laws in comparison with the laws of other countries, namely the
laws of United Kingdom, Federal Republic of Germany and Japan, together with the information gathered
from the interviews of notable persons in the area of cooperatives, the analysis of the study shall be as
follows;

1. Regulatory Body

Despite the fact that the registrar is empowered to order cooperative committees to do any act for
the execution of the Cooperative Societies Act, there is no penalty determined within the law for the
violation of the law or orders of the registrar. Moreover, the Department of Cooperatives Auditing only
has the duty to investigate the accounts of cooperatives. It can be noticed that the main roles of these two
institutions tend to be the promoting and developing rather than governing the cooperatives. Therefore, the
law should be amended in order to expand the roles of government institutions in governing cooperatives
and the penalty shall also be determined simultaneously.

2. Governing Structure

The governing structure in Thailand is centralized. In other words, all categories of cooperatives

are under the governing of the Cooperative Promotion Department and the Department of Cooperatives
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Auditing, and all the rules and regulations issued by the Registrar shall be applied to all kind of
cooperatives.

Regarding to the study, although all cooperatives in the United Kingdom are mainly under the
governing of The Prudential Regulation Authority (PRA) and Financial Conduct Authority (FCA) is the
institution under the Bank of England, but there are specific laws for different kinds of cooperatives.

In Germany, DeutscherGenossenschafts und Raiffeisenverband e. V. (DGRV) is the institution which
is particularly formed to control the operation of all cooperatives. However, branches within the DGRV
are divided to specifically govern each kind of cooperative.

In Japan, cooperatives are characterized by the differences of the industrial groups. Also, there are
different laws designed for each category and there is no central law applies to every kind of cooperatives.

Thus, it appears that there is a distinction between Thai laws and laws of other countries which
have separate set of rules governing financial cooperatives, whether in the form of specific institution or in
the form of specific law. Hence, the law governing the financial cooperatives should be precisely enacted
separated from the law applying to agriculture and service sectors, or there should be a specific institution
formed to govern such kind of cooperatives.

3. Governing Regulations

The standard of governing cooperative shall be divided into three types which are;
(3.1) The governing of the formation of cooperatives
The Cooperative Societies Act provides merely provides the general rules regarding the
conditions of forming the cooperatives which apply to all categories whereas in the United Kingdom, the
operation of business and minimum operational costs are determined in the beginning, in accordance with
the size of the credit unions.
(3.2) The Governing of Financial Stability
In contrast with other countries, the rules on financial stability apply to all kinds of
cooperatives in Thailand. Consequently, there is an absence of necessary rules to be specifically used with
the cooperatives that mainly conduct financial services.
(3.3) The Governing of Operation
(3.3.1) Loans
It can be seen that the rules on lending money are not clear since there is only a
guidance for the registrar which only guides the way to consider lending. Theoretically, the rules on
lending of savings cooperatives and credit unions should be separated. For example, the United Kingdom

has the distinctive rules for lending money to members of saving cooperatives and credit unions.
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(3.3.2) Investment
According to Section 62 of the Cooperative Societies Act and Notification of
Committee of Promoting Cooperatives on deposit and other investment of Cooperative B.E. 2552, there
are only certain types of businesses which cooperatives are allowed to invest in. Therefore, the investment
of cooperatives is lack of consideration in investment risk. Also, the strategy regarding the cooperative
investment has become more complicated. Accordingly, it is necessary to have the law controlling such
investment, taking into account the ratio of investment, in order to prevent the risks and damages which
might occur. Also, the rules governing the investment of savings cooperatives and credit unions should be
provided separately.
4. Audit

The auditing system of cooperative in Thailand shall be divided into the internal audit and the
accounting audit. The analysis shows that the auditing system is not systematic because there is no
separate set of rules for each kind of cooperative which naturally has distinctive characteristics, for

example, savings cooperative and credit union which mainly conduct financial transactions.

Therefore, by studying all related aspects regarding both national and international cooperative
legislations, a number of recommendations shall be proposed as follows;

1. A new independent body of institution shall be established to regulate the cooperative which
conducts financial business similar to the business of regulated financial institution.

2. The cooperative which operates the business as financial institution and other types of
cooperative shall be separately regulated with specific supervising structure. While the cooperative which
operates the business as financial institution shall be regulated by the new body of institution, the other
types of cooperative shall remain be regulated by the Cooperative Promotion Department and the
Department of Cooperatives Auditing.

3. The existing cooperative legislations should be revised in order to provide clear and precise
legal provisions. For instance, the legal provisions regarding the formation and registration of cooperative,
capital adequacy, the categorization of assets, the measure for reserve money, asset management, the
reserve requirement for business liquidity, business investment, auditor, account preparing and reporting,
should be explicitly prescribed in the law.

4. The cooperative monitoring system of competent institute should be adjusted to provide more

effective operation.



(10)

5. The information and financial knowledge should be adequately promulgated to the public as

a member of the cooperative to provide sufficient understanding on products and financial transaction.
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Community Benefit Societies Act 2014)(CCBSA 2014)
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http://www.legislation.gov.uk/ukpga/2014/14/pdfs/ukpga 20140014 en.pdf
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Belinda Auchimowicz. Effects of the Co-Operative and Community Benefit Societys Act 2017. 2014 Aug
[cited 2017 Jan 8]; Available from: http://blog.mercia-group.co.uk/effects-of-the-co-operative-and-community-benefit-

societies-act-2014/

141

CCBSA 2014 Section 2 (4)

142 Co-operative and Community Benefit Societies Act 2014. [cited 2017 Jan 12]; Available from:
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"' Section 2 Societies that may be registered

(1) A society for carrying on any industry, business or trade (including dealings of any kind with land)
which meets the conditions in subsection (2) may be registered under this Act as—
(a) a co-operative society, or
(b) a community benefit society.
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