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Empirical Research on Management Restructure Methods for Large Farming Businesses

Through analyzing cases of specific management restructure of large farming businesses in
Hokkaido, this thesis seeks to clarify the characteristics of their restructure. Through this, the study
aims to improve management restructure measures taken for farming businesses, which are expected
to grow at a rate far above the regional average. In recent years, as farming businesses have
diversified in terms of scale and management format, poor performance has been sporadically
observed among large farming businesses, despite the fact that their performance as a group greatly
exceed the regional average. Under such circumstances, existing management restructure strategies
often fall short of addressing all issues.

Chapter 1 discusses the issues that this thesis seeks to address and the analytical method that it uses.
The Civil Rehabilitation Act states that its purpose is “to appropriately coordinate the relationships
of rights under civil law between such debtors and creditors, with the aim of ensuring the
rehabilitation of the debtors’ business or economic life.” This statement can be interpreted as a
narrowly defined understanding of restructure, as the act seeks to restructure debtors’ finances. The
debtors must have management problems that led them to business difficulties. Therefore, it is
necessary for these debtors to overcome these problems and improve their earning capabilities, in
other words, to work in tandem on restructure in a broad sense. This thesis will focus on
management structure in terms of both of these aspects.

Chapter 2 summarizes the logic of restructuring large farming businesses and presents these as a
hypothesis. Generally, agricultural cooperatives in Hokkaido have offered member accounts through
which the member entities are given the necessary funds. However, in the case of a large entity, such
a supply of funds is inevitably unstable due to the size of the entity. Therefore, ensuring cash flow
becomes an important issue, the same as for any general corporate entity. In other words, this
chapter points out the importance in the management restructuring of a large farming business for its
mainstay business activity of farming of carrying out cash flow management as in general companies,
together with stabilizing farming production and expanding earnings.

Chapters 3 to 5 focus on specific restructure cases and analysis of methods used in the different
restructures.

Chapter 3 analyzes the restructure of a dairy farm business that underwent restructure after an
outbreak of an infectious disease among its livestock. A large number of dairy cows were disposed
of to stop the spread of the disease. However, as a result, cash flow was impacted, leading to
insufficient funds a few years later at fiscal year-end. The chapter clarifies the need for financing
strategies for restructure and better hygiene measures to prevent infectious diseases.

Chapter 4 looks at the case of a reschedule of loan repayments and analyzes the role of the Japan

Finance Corporation, which seeks to implement this step among various debtors. The chapter also
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analyzes the characteristics of the financial market in farming. When a farming business cannot
receive credit from an agricultural cooperative, it has no choice but to negotiate with other financial
institutions to secure the necessary funds. Generally, agricultural cooperatives handle a large amount
of the management and transactions of these businesses, making it easy for them to monitor the flow
of funds and determine the credit limit. However, other financial institutions will require disclosure
of the details of the business and a business plan in order to give loans. This is a standard procedure
for general companies but a difficult task for farming businesses. The chapter points out that, at that
time, farming businesses must be prepared to disclose enough information, and that the Japan
Finance Corporation plays an important role in revitalizing the credit market in farming, as the
decisions the corporation makes influences those of other financial institutions, as well as the
issuance of new loans and rescheduling.

Chapter 5 is a case study of the restructure of a large dry field farming business and analyzes the
effectiveness of an expansion of farming activities and integrated cash flow measures also taken at
general companies in restructures. In the case study, it is clarified how the business succeeded in
rescheduling its loan payments by having a restructure organization approve its new restructure plan
and how the funds were used for repayment by establishing a new corporation to separate liabilities
from the business. Moreover, to expand earnings from farming, the business took steps to develop a
new market and to acquire new clients. These efforts led to more cash inflow. The problem of
exhausted cash was resolved by successfully balancing the power relations with the creditor. At the
same time, the farming business itself improved through expanding earnings.

Chapter 6 gives an overall summary of the thesis and its conclusions. As seen in the bankruptcy of
general companies, depletion of funds and insufficient cash flow are a vitally important topic for
corporations. However, credit to farming businesses in Hokkaido is given by agricultural
cooperatives via member accounts. As a result, the member business owners are rarely aware of
these activities.

Because the credit business at agricultural cooperatives is ultimately founded on loans given under
the director’s unlimited personal liability, there are possible limitations on credit given to large
farming businesses. This is because the director, who is ultimately responsible, cannot handle the
credit line of large entities.

For farming businesses to receive credit from financial institutions other than agricultural
cooperatives, as well as to reschedule their loan payments in their restructure, measures taken by
general companies, such as presenting a business plan and income and expenditure plan, become
necessary. In tandem, earning capabilities must be improved to acquire enough cash from farming
itself.
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