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a  b  s  t  r  a  c  t

This paper  explores  the  link  between  membership  size  and  the  governance  of  grassroots
associations.  The  issue  of mission  preference  heterogeneity  is  highlighted  and  its  effect  on
membership  size  is  analyzed  by  developing  a  model  and  conducting  a numerical  simulation.
An  important  finding  is  that  the  degree  of  heterogeneity  of  mission  preferences  in the
potential  member  population  has  a negative  effect  on the  optimal  number  of members
of  the grassroots  association.  The  paper  ends  with  a discussion  of the  use  of  governance
mechanisms  to  limit  mission  drift.
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1. Introduction

Nonprofit membership associations are broadly defined
as formally organized and designated groups whose mem-
bers are usually not financially compensated for their
participation (Knoke, 1986). The world of nonprofit associ-
ations, however, is extremely rich and heterogeneous (see
Tschirhart, 2006 for an overview of the diverse functions
and typologies of associations). Typical examples include
labor unions, business associations, professional societies,
political parties, recreational clubs, neighborhood organi-
zations, and social movement organizations. In this paper,
we focus on grassroots associations, which can be defined
as locally based, significantly autonomous, volunteer-run,
formal nonprofit groups that have official memberships of
volunteers who perform most, and often all, of the work and
activities of these nonprofits (Smith, 2000: 7). Community
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associations, such as social clubs, recreational clubs, local
sports clubs, and neighborhood associations, are common
examples of grassroots associations.

Although some general theory about grassroots asso-
ciations is available (Smith, 2000, 2010), less is known
about membership heterogeneity and its influence on
the membership size of grassroots associations. Tschirhart
(2006) points out that membership size objectives may
vary among associations. Some associations, such as social
movement organizations, see a large membership as hav-
ing a positive influence on their effectiveness. Grassroots
associations, in contrast, whose activities are local with
modest membership numbers and budgets, may  wish to
limit their size in order to carry out activities in the com-
munity that are not possible with larger groups. Consider,
for example, a neighborhood association. Because its main
purpose is to support the interests of the neighborhood
residents, it may  not only set rules prohibiting members
from engaging in behaviors that change the look of the
neighborhood, but also exclude members who  do not con-
form to the group values and norms (Tschirhart, 2006).
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Smith (2010) argues that many grassroots associations
consciously resist increasing their membership size, pre-
ferring less complexity and hierarchy and more informal
relationships. Finally, Valentinov and Larsen (2011) use a
constitutional economics perspective to explore mission
breadth in nonprofit associations. They show that a larger
population heterogeneity is associated with a narrower
optimal mission and consequently also with a smaller opti-
mal  membership size, which is particularly relevant in the
case of grassroots associations.

In line with the aforementioned studies, this paper
argues that there is an optimal membership size for many
grassroots associations. As potential and actual members
usually have their own preferences about the association’s
mission, and may  undertake actions that divert this mis-
sion to their own interests, associations may  have problems
incorporating several mission preferences into one sin-
gle mission (Valentinov & Larsen, 2011). Therefore, we
examine the relationship between mission preference het-
erogeneity, membership size, and association governance.
More specifically, this paper focuses on (1) the deter-
mination of the association’s mission, (2) the choice of
incumbent members to accept an additional member, and
(3) the use of governance mechanisms that limit mission
drift.

The remainder of this paper is organized as follows. First,
the theory of clubs (Buchanan, 1965) and the link between
mission breadth, membership size, and member hetero-
geneity in nonprofit associations (Valentinov & Larsen,
2011) are discussed in more detail. Second, a formal model
of optimal membership size in grassroots associations is
developed. Third, a numerical simulation is conducted in
order to test the implications of the model. Fourth, after
discussing the influence of membership size on association
governance, some implications for practice are formulated.
Finally, we summarize the most important contributions of
the paper and give some suggestions for future research.

2. Theoretical background

The theory of clubs (Buchanan, 1965; Sandler &
Tschirhart, 1997) provides a basic analytical starting point
for optimal membership size. Clubs or consumption shar-
ing arrangements (Buchanan, 1965) can be seen as private
non-governmental alternatives to the provision of goods
and services characterized by (1) excludability of non-
paying individuals from consumption, and (2) some degree
of rivalry as sharing among multiple incumbent or poten-
tial members can cause congestion and exhaust potential
use by other incumbent or potential members. Typical
examples of clubs are related to recreation facilities such
as theaters, cinemas and sports clubs. Although conges-
tion depends on some measure of utilization, such as the
number of members, the addition of new members also
reduces the cost of membership. Consequently, the optimal
consumption sharing arrangement or club size is a central
question in the theory of clubs.

Since Buchanan’s (1965) seminal paper, the theory
of clubs has been further developed and extended, for
example by taking into account transaction costs and
heterogeneity in members’ preferences (see Sandler &

Tschirhart, 1997 for an overview of advances in club the-
ory). Valentinov and Larsen (2011) go a step further by
extending club theory to nonprofit membership associa-
tions. Although club theory can be seen as an important
precursor of nonprofit economics (Badelt & Weiss, 1990),
and clubs and nonprofit associations both have vari-
able membership numbers (Valentinov & Larsen, 2011),
one important difference between them is their mission
flexibility. While clubs have a fixed mission, such as the pro-
vision of swimming pool services, the mission of nonprofit
associations is variable in nature (Valentinov & Larsen,
2011). For example, the nonprofit mission may  change due
to changing external circumstances, the need for external
legitimacy and survival, increased professionalization, and
conflicting demands from internal and external stakehol-
ders (Minkoff & Powell, 2006).

Mission breadth is a critical issue in the development
and formulation of nonprofit mission statements (Minkoff
& Powell, 2006). Valentinov and Larsen (2011) explore mis-
sion breadth determination in nonprofit associations by
using a cost–benefit approach, thereby taking into account
that an individual’s net gain in utility associated with mem-
bership must exceed or equal the cost of membership. In
their model, the utility that an individual obtains from
membership in a nonprofit association is a decreasing func-
tion of the association’s mission breadth, which in turn is
assumed to increase proportionally to the number of mem-
bers. Two  types of membership costs are distinguished:
the transaction costs of creating and maintaining the asso-
ciation, and collective decision-making costs within the
association. As the number of members increases, each
member’s share of the total transaction costs decreases but
the average decision-making cost increases. As a conse-
quence, the optimal mission breadth that maximizes the
net benefit of each member is determined by minimizing
the sum of these costs. In addition, in an interesting exten-
sion of their model, they explicitly consider the presence
of member heterogeneity. More specifically, they assume
that mission breadth is a linearly increasing function of the
number of members and the level of heterogeneity among
members. Thus, maximizing the net benefit of an individual
member in case of a higher level of member heterogeneity
requires a narrower mission breadth.

This paper explores the link between optimal member-
ship size and the governance of grassroots associations. In
line with Valentinov and Larsen (2011), the existence of
member heterogeneity is also taken into account. However,
this paper goes a step further by defining member hetero-
geneity as the extent to which both actual and potential
members differ in their personal mission preferences. It is
therefore possible to analyze in more detail the effect of
member heterogeneity on optimal membership size and
association governance. While a low level of heterogene-
ity indicates that all members are relatively close to each
other in terms of mission preferences, a high heterogene-
ity level implies the existence of a diversity of mission
preferences among members. Consequently, when multi-
ple mission preferences are present, challenges regarding
association governance could be harder to resolve. Mission
drift may  be an important reason for the use of governance
mechanisms that limit potential members’ entry into the



Download English Version:

https://daneshyari.com/en/article/140012

Download Persian Version:

https://daneshyari.com/article/140012

Daneshyari.com

https://daneshyari.com/en/article/140012
https://daneshyari.com/article/140012
https://daneshyari.com

