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Our study’s methodology involved defining our sample and
conducting a survey to capture comprehensive financial and
relevant data regarding 199A(Q).

After collecting the data, we analyzed and calculated essential
ratios reported by the cooperatives, such as the sales-to-
199A(g) deduction, what portion of the 199A was utilized at the
cooperative and what was passed on to members.

The results allowed us to extrapolate to the entire cooperative
landscape in our region by using cooperative statistics by
type and state that is collected by the USDA Rural Business
Development—Cooperative Service.
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Some key ratios from our survey data include the sales and
wages relative to the 199a(g) utilized by cooperatives and
passed to members.

For example, our survey sample reported sales from 2021 to
2023 from $23.1 billion to $28.5 billion.

From the sales and net returns, a majority of cooperatives using
the 199A(Qg) provision. In fact, over the years, cooperatives have
been increasingly using the 199a. For example, the survey
sample 199a deduction ranged from $62 million in 2021 to $114
million in 2023.

In addition, the amount of 199A(g) cooperatives have passed on
to members ranged from $268 million in 2021 to $273 million in
2023.

According to our survey sample data, the ratio of cooperative
sales to 199A(g) deduction used by the cooperative or passed
to members averages 1.4% across the 3 years. There was a low
of 1.3% in 2022. Of that amount, approximately 75% was passed
on to members, and 25% was used directly by the cooperative.

The estimated target population of marketing, supply and service
cooperatives that may use the 199A deduction, according to

the USDA, in 2022, was 182 cooperatives in Minnesota, with
125,028 members and 27.2 billion in Sales. In North Dakota,
129 cooperatives with 66,817 members had 11.3 billion sales. In
South Dakota, there were 89 cooperatives with 54,700 members
and 9.8 billion in sales. These statistics are provided by the
USDA in their Agricultural Cooperative Statistics reports.
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To estimate the total economic impact we estimate the
multipliers of cooperatives and members in their economy.

For example, the Direct GDP multiplier reflects the immediate
effect of spending 199a(g) deduction dollars in the regional
economy. In terms of our cooperatives, this translates into the
immediate impact on the regional GDP when our cooperatives
spend money - for instance, purchasing goods and services for
operations, paying salaries to employees, or investing in capital.

The indirect GDP multiplier, on the other hand, relates to the
secondary impact caused by those who directly receive the
money from cooperatives (like suppliers or employees) and
spend it within the region. For instance, a supplier may use its
income to pay its workers or buy more goods, affecting the
economy.

The induced multiplier is the tertiary wave of impact from the
re-spending of the earnings by those indirectly affected. For
example, a supplier employee spends his salary on local
businesses, leading to a further ripple effect on the economy.

Using our survey sample ratios, the target population data from
USDA, and the multipliers we are able to calculate the economic
impact of 199A based on economic activities of cooperatives
in our survey sample. For example, we can estimate the total
economic impact of the reported 199A deduction amounts
using our sales to 199a deduction ratio. When we do this, in
2022, in Minnesota, we estimate 251.8 million in 199Ag went to
members. That had a multiplier effect, adding 472.5 million in
GDP to the state in 2022. In addition, cooperatives also use the
199A deduction, and we estimate that the amount in Minnesota
is 97.4 million. That had an additional multiplying effect of 237.7
million to GDP in Minnesota.

When we add up both the member and cooperative economic
impacts to state GDP we estimate that of the 349.2 million
dollars reported for 199Ag in 2022, we would have to have a
total impact of 710.1 million to Minnesota’s state GDP. 296.7
million to ND GDP, and 255.5 million to SD GDP. Total economic
impact of the region is 1.26 billion dollars.
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