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Agricultural cooperatives operate various business activities such as credit business, mar-
keting and supply business and mutual insurance business, it is necessary to establish a sys-
tem to recognize and control the risk of all business activities as one total risk. Of those vari-
ous business activities, the credit business has already reasonably developed the financial
related risk management as an advancing integrated risk management both in theory and in
practice.

It is possible to apply this structure of the advancing integrated risk management to the
risk management in credit business of agricultural cooperatives, and show the amount of risk
as Value at Risk(VaR) and understand the amount of risk as an integrated risk, then control
them within the limit of financial strength, or relative to the net worth.

Various activities are carried out in the marketing and supply business of agricultural
cooperatives. It is quite difficult to understand the amount of risk for all of those activities
unlike the financial business. Therefore, it is necessary to have a standardized method to
understand the amount of risk of the entire marketing and supply business. The recommend-
ed method that is the most conceivable and realistic at this point is to understand business
value by conducting valuation (discounted cash flow, DCF. etc), then to calculate the differ-
ence between book value and the business value as the amount of risk that need to be cov-
ered by the capital.

As for mutual insurance business, because the agricultural cooperatives’ mutual insurance
business is primarily serving as a distributor for the Mutual Insurance of the Agricultural
Cooperatives of the National Mutual Insurance Federation of Agricultural Cooperatives,
major business risks of mutual insurance business are handled by the National Mutual
Insurance Federation of Agricultural Cooperatives. Therefore, it does not seem that there are
many needs for proactive risk control and risk occurrence prevention in this business.
Instead, it is more significant to understand the risk relating to compliance, administration
and operation in this business.
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