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The number of new agricultural processing
cooperatives, either under development or
in operation, has grown rapidly in the

Northern Plains. These value-added cooperatives,
also called new generation cooperatives, are
structured differently from more traditional
elevator and farm supply cooperatives.

Value-added cooperatives (VACs) focus on the
processing and marketing of agricultural products
rather than marketing raw commodities or sup-
plying agricultural production inputs. Coopera-
tive members are required to provide raw com-
modities for processing through marketing
contracts.

Direct equity investment in a VAC cooperative
and the related commodity “delivery rights and
obligations” have made the VAC membership
decision a complex one.

Research methods
Research comparing the characteristics of farmers
who have become members of large, crop-related
VACs or small, livestock-related VACs with
those of non-member farmers was conducted.

Members and potential members of four North
Dakota VACs were surveyed during spring 1996.
Of the 505 completed surveys, 190 farmers were
non-members, 230 were members of large, crop-
related VACs, and 85 were members of small,
livestock-related VACs. All of the respondents
had attended membership equity drive meetings.

Farm and personal characteristics
VAC members differed from non-members in
several ways. On average, members were
younger than non-members were (44 years old
versus 48 years old, respectively). Members

tended to have higher levels of education than
non-members, with crop VAC members having
the highest percentage (41 percent) of college
graduates.

Crop VAC members farmed more acres (2,140
acres), had more net income from farming
($60,192), and had a stronger financial condition
or debt/asset ratio (30 percent) than non-members
and livestock VAC members. Both crop and
livestock VAC members had more off-farm
income than non-members did and both had a
higher net worth than non-members.

Perceptions and attitudes about VACs
VAC members felt more strongly than non-
members that their role within the agricultural
industry extends beyond production agriculture
and into the food processing and distribution
businesses. Also, members more firmly believed
that the time they spent in these new roles would
increase in the future.

Both members and non-members believed that
the VAC would meet the following objectives:
• increase farm income and productivity,
• reduce marketing risk,
• increase market access,
• increase member networking and knowledge,
• provide new services, and
• increase membership share values.

However, VAC members felt more strongly than
non-members that these objectives would be met.

When asked about their attitudes toward the VAC
organization and position within the industry,
members and non-members viewed the VAC in
similar ways. Again, members had stronger
attitudes.



File C5-90Page 2

Members felt more strongly that the VAC was not
a get-rich-quick scheme, a last ditch effort to
survive, or benefited only the wealthy. They also
more firmly believed that the cooperative did not
have inferior products, too strict contract terms,
or too high an initial investment. Members
disagreed more strongly that the managers had
too much control, that the VAC could not com-
pete with an investor-owned firm, or that farmers
should not own food companies.

Implications
The results of this study indicated identifiable
differences between VAC members and non-
members. It also identified farmers most likely to
join different types of VACs. These indicators
speak of farmers’ view of their role in agriculture
and of their expectations of the VACs.

Differences between members and non-
members
Answers to several questionnaire items were
obviously related to VAC membership. Members
felt more strongly that the VAC was an economi-
cally viable way to expand their farm/ranch
operations beyond commodity production. They
may have been influenced by their level of
education, positive view of the VAC’s potential,
and their desire to diversify beyond commodity
production.

Members tended to be younger, managed larger
operations, and were more financially stable than
non-members. This group, recognizing that
potential benefits could be achieved over the long
term, may be better able to accept the investment
risk of membership. Membership may also be a
positive choice because a smaller percentage of
the total farm/ranch finances and production are
committed to the cooperative.

Using membership characteristic infor-
mation
VAC organizers and leaders can benefit by being
aware of the characteristics of farmers who are

most likely to be interested in joining their
cooperative. Initial stock offering drives that
focus primarily on potential members possessing
these characteristics may be more effective than a
blanket approach.

On the other hand, the focused approach may
inadvertently discriminate against other farmers
who do not possess these characteristics. For a
VAC to obtain sufficient investor funding for
securing additional lender funding, it may be
important to demonstrate that it can raise a large
amount of invested capital early into the drive.
Thus, VAC organizers could operate the drive in
two phases. The first phase could involve strate-
gies that focus heavily on farmers with member
characteristics. The second could involve strate-
gies that blanket all farmers, regardless of their
characteristics.

Different types of farmers join different
types of VACs
VACs are not all the same, and neither are their
members. However, the members of the large,
crop-related VACs and the small, livestock-
related VACs share many of the same personal
characteristics:

• belief in VACs’ ability to accomplish their
objectives,

• ideology regarding cooperatives, and
• beliefs about VACs’ long-term return on invest-

ment compared with other investments.

They differ substantially with each other in
several other ways. There are differences in farm
operation characteristics, perceived role in the
agricultural industry, view of long-term risk of
VAC investment compared with other invest-
ments, and participation in other cooperatives.
Policymakers, agricultural officials, the media,
rural development and industrialization special-
ists, and cooperative leaders must bear this in
mind as they attempt to generalize the character-
istics of VAC members.
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VACs signal a change in ag structure
The structure of American agriculture continues
to shift from many medium-sized farms to fewer
larger operations and a growing number of
smaller operations. This shift is a response to the
need to capture efficiency of scale, especially
with narrowing profit margins due to increasing
production costs and stagnant commodity mar-
kets.

This research suggests that an additional change
will likely be ongoing in the structure of produc-
tion agriculture and in the overall agro-food
complex. Farmers typically relied on traditional
marketing structures (e.g. local grain elevators
and livestock sales arenas) to sell their commodi-
ties.

Today, a new generation of farmers is emerging
who typically are younger, more educated, have
more assets, and are no longer content with
traditional marketing structures. These farmers
will likely have less loyalty to the local outlet of
transnational agricultural corporations. They will
be more innovative in looking for ways to add
value to their commodities. In their pursuit to
capture a larger percentage of the food dollar, the
face of the agro-food complex may also change.

Members have a broader view of them-
selves.
Farmers, whether VAC members or non-mem-
bers, perceived themselves as food producers.
The VAC members (and particularly those
involved in large, crop-related VACs) saw
themselves also as food processors, transporters,
marketers, wholesalers, and retailers. They saw
themselves as participants at several stages of the
food chain.

If agricultural enterprise innovations are to occur,
changes may be required in how farm producers
perceive themselves. Those who produce the
nation’s food may need to shift their paradigm
from being in the farming business to being in the
food business.

Members have more confidence in the
cooperative
When considering a VAC investment, both VAC
members and non-members look for:
• stable markets,
• potential for profit,
• reasonable risk,
• manageable investment costs.

Each group listed these types of considerations as
“somewhat important” or “very important” in
making a decision on investing in a VAC.

However, VAC members were more optimistic
than non-members about the cooperatives’ ability
to accomplish these goals. Members believed that
the cooperative could achieve these goals “often”
or “very often.” Non-members were more in-
clined to believe they could be achieved “often”
or “occasionally.”

According to adoption diffusion theory, different
traits characterize those who adopt a technology
or innovation at different stages. The degree to
which VACs succeed or fail over the next several
years will likely determine how many and what
type of farmers invest in VACs, and when they
will invest.


