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A Theoretical Study on the Formation and
Problems of Agricultural Cooperative Sales

An Intermediate Organization Approach

Toshihisa Kanavyama*® and Taichi Krracawa**

One of the characteristics of agricultural cooperative sale is to respond to the market
in the form of an intermediate organization. This study attempts to show the economic
grounds for the formation of agricultural cooperative sale in terms of an intermediate
organization and to reason on its problems which come from the form of an intermedi-
ate organization.

In the production of agricultural products the scale economy of an organization is
difficult to develop and the ability of a manager comes to the limit (“failure of firm”)
at the stage where his firm has not grown so large. The economy on a large scale
beyond individual farms has come to play an important part in the response to the
market. Therefore, there is the limit in the response of individual farms to the market
(“failure of market”). Agricultural cooperative sale is the intermediate organization
which can avoid these "failure of firm” and "failure of market” and make use of the
merits of both a firm and markets. On the other hand, due to the form of an intermedi-
ate organization, agricultural cooperative sale involves the problem like a “dilemma
game” in the correspondence between its aim and individual farms’.
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