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Abstract

Agricultural cooperatives are crucial for national social and economic development and
their successes are attributable to their operational performance. This study aimed to
1) understands the nature and the results as well as problems and obstacles concerning
agricultural cooperatives’ operation, 2) identify the comparative technical efficiency and scale
efficiency among various agricultural cooperatives, and 3) learn about their efficiency
improvement measures. Data and information were collected using the designed questionnaire
and interview with authorized personnels of 50 agricultural cooperatives in Chiang Mai province.
Data collected included secondary information during 2003 to 2007 from pertinent annual reports.
Analyses were performed upon the results of descriptive statistics and the application of output
oriented Data Envelopment Analysis technique using DEAP 2.1 software.

Analyses of the collected data found that most agricultural cooperatives had adequate
primary human resource (chairman, manager and staffs) in line with their business size and the
length of operation. The experience and educational achievement of individual key staff members
of the agricultural cooperatives varied with the time the organizations having been in
establishment and they were likely to develop themselves. However, the training activities for
building staff’s capability remained quite limited. In the past 5 years, the number of agricultural
cooperatives with increasing business loss has been growing. In 2003, the number was 11 (28%
of all cooperatives under study) and it increased to 19 (38%) in 2007. The absolute number of

overall cooperative members continued to grow from year 2003 to 2007



but at decreasing rate from 3.14% during 2003-2004 down to 2.78% during 2007-2008. The
principal business of the agricultural cooperative in Chiang Mai was found to be agricultural
credit (by 70% of all cooperatives) followed by selling production and consumer products
(67% of all cooperatives). The least popular businesses appeared to be agricultural and product
processing, and agricultural extension services undertaken by only 10% and 8% of the
cooperatives respectively. The main problem challenging 87% of all agricultural cooperatives was
members having outstanding debt.

The study on the efficiency of 26 agricultural cooperatives revealed in the past 5 years
(2003-2007) that their average technical efficiency was 0.996 and the pure technical efficiency to
have the average value of 0.998 while the majorities (90%) were operating at full technical
efficiency. During these 5 years, the total factor productivity growth index took place at proper
rate of 1.037 as a result of technological progress rather than from improvement in technical
efficiency change.

Specific investigation on 32 agricultural cooperatives to assess their efficiency score in
2007 and determine remedial measures disclosed the average technical efficiency to have the
value of 0.913 and 65% among them (21 cooperatives) operated at full technical efficiency.
Meanwhile 26 cooperatives or 81% managed to reach full pure technical efficiency, 21 of which
from the constant return to scale, 2 of which from the increasing return to scale and the remaining
3 from the decreasing return to scale. A total 6 agricultural cooperatives did not attain pure
technical efficiency and they should improve their performance by improving income from
agricultural credit and other forms of business by 8% and 8% respectively and reducing the
spending in the following categories: cost of loan business operation, interest paid for deposit,
working capital, other operational expenses, salary and wage payments and other business costs,
by 35, 26, 25, 17, 8 and 4% respectively. The examination on scale efficiency found that on the
average agricultural cooperatives in Chiang Mai province had the scale efficiency value of 0.942.
Twenty one of them experienced constant return to scale, while 5 cooperatives despite their pure
technical efficiency lacked the scale efficiency. Two of these 5 cooperatives had increasing return
to scale thus they should expand their scale of operation. On the other hand, the remaining 3 of

them are decreasing return to scale thus they should reduce their scale of operation.



