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Cooperatives provide goods and services throughout the economy. Recent efforts to expand rural 
broadband access has led to questions about using the cooperative business model to provide broadband. 
This document explains what cooperatives are, how they have been used for broadband, discusses 
whether states can facilitate the use of cooperatives, and steps for starting rural broadband cooperatives. 

What Is a Cooperative? 

Cooperatives are user-owned and user-controlled businesses formed to benefit a group of members. 
Cooperatives have particular features.  

1. The users receive the benefits. The group involved in the cooperative is usually the group that 
will benefit most from having the business in place. Users get the benefits of the business by using 
it. The benefits are distributed in proportion to use, not ownership. 

2. The users own the business. The group involved with the cooperative provides equity. 
Additional capital may come from loans or grants. 

3. The users control the business. The cooperative’s users are ultimately responsible to set the 
direction for it. Users vote, democratically, to set major policies and to elect a board of directors 
composed of the cooperative’s users. Users draw up bylaws to describe how the cooperative 
functions. 

These features assure cooperatives provide a mutual benefit. Cooperatives are designed to reward use, 
encourage users to commit to using the business’s services, and encourage users to voice opinions about 
how the business is doing. 

Cooperatives Provide Rural Broadband 

Cooperatives are being used around the United States to provide broadband service. 

1. Cooperatives deploy broadband. Some telecommunications cooperatives have expanded their 
service offerings to include broadband. Electricity distribution cooperatives have expanded 
infrastructure to provide broadband services themselves, through a subsidiary, or through an 
affiliate business. Hundreds of business arrangements, each unique to the circumstances and 
needs of the users, among these cooperatives can be found. 



 

2. Cooperatives facilitate community organization for broadband service. Less common than 
utility cooperative affiliations are cooperatives organized to facilitate broadband availability. 
Maryland Broadband Cooperative, Mid-Atlantic Broadband Cooperative, and Michigan 
Broadband Cooperative work with local partners to facilitate community broadband demand, 
leverage existing infrastructure, or help design partnerships among broadband access providers. 
These cooperatives may also provide shared administrative services for internet service providers.  

The number of cooperatives performing these functions is growing. Requests for broadband access is 
often initially made by users of existing utility cooperatives. 

Potential Role of State Governments to Facilitate Broadband Cooperatives Development  

State governments may pursue a range of policies as broadband initiatives. These include efforts to use, 
finance, or provide broadband infrastructure. 

1. Policies on use. State governments could use its leadership role to assess, stimulate or aggregate 
broadband demand. State resources could be used to educate about the benefits of broadband in 
rural communities. In Nebraska, the Rural Broadband Task Force has been created to investigate 
rural broadband availability and mechanisms whereby broadband access can be improved. These 
educational efforts may lead to community interest in forming cooperatives. 

2. Financial policies. Governments could provide subsidies for broadband users or providers. 
These could be direct incentives, such as grants or tax credits. They could also be indirect, such as 
helping to plan or design networks or to provide equipment grants. Financial policies could be 
used to complement member equity to fund broadband network development. 

3. Policies for infrastructure development. Governments could develop policies that affect 
provision of network infrastructure. In Nebraska this has included explicit permission to lease 
dark fiber, subject to certain restrictions. This permission could facilitate infrastructure 
partnerships between wholesale fiber capacity providers and cooperative internet service 
providers. 

How to Get Started 

Cooperatives begin when a large enough group agrees to solve an economic problem by creating their 
own business. Community members agree on an economic problem to solve and whether a cooperative is 
the right kind of business to do it. The group must study whether the benefits of starting a new business 
outweigh its risks. Prospective users of the business provide equity, pursue grants, and obtain financing to 
purchase sufficient assets to begin operations. Subsequent steps include incorporation, hiring professional 
staff, and forming a board of directors to oversee the business.  



 

Resources for forming cooperatives are available through the Nebraska Cooperative Development Center 
(https://ncdc.unl.edu/).  

Conclusion 

Broadband access options are critical for obtaining a variety of services. Rural communities seek 
broadband access. Cooperatives, owned and controlled by their users, could be used to provide broadband 
services in rural areas. State governments could provide assistance to encourage broadband use and create 
incentives for infrastructure.  
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