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BUSINESS ASSOCIATIONS AND RURAL COMMUNITY ECONOMIC VITALITY

BUSINESS ASSOCIATION MEMBER REPORT

Introduction

One of the biggest challenges facing rural communities is creating and maintaining strong local economies. As rural communities decline local leaders find that the traditional “smokestack chasing” strategy holds little promise for revitalizing the local economy. Most successful are strategies that build upon local assets and focus resources and energy on supporting retention and expansion of existing businesses and creation of new businesses. 

Business associations can help to provide businesses with needed support and resources. The primary goal of business associations is facilitating the success of member businesses. Associations may be organized for specific types of businesses such as car dealers or bed and breakfast operations, or community based such as a chamber of commerce or multi-community development organization. Previous studies have shown that businesses belonging to associations are more successful and also may be better community citizens.

The purpose of this project is to discover how successful business associations differ from unsuccessful associations, and to learn effective approaches for starting new successful associations. After a pilot study of three associations we conducted telephone interviews with 31 association directors in Iowa, Minnesota, Nebraska, and Ohio. We then conducted telephone interviews with a sample of 1,122 members from 29 of the associations. This report summarizes the data from the member interviews.

Associations varied considerably in age, but most had been in existence for many years. Only three were less than 10 years old with another six from 10 to 25 years old. Of the remaining 14 that reported their age, 11 were more than 50 years old and three of those 11 were more than 100 years old. Number of members also varied greatly. Just over half of the associations had fewer than 200 members with an overall average of 378 members, but five had 25 or fewer members and two had over 2,000 members. Fifteen associations required some type of membership dues, and 23 had a general membership meeting once a year. Twenty-two associations have a newsletter.

We begin with information on the individual respondents. Because membership size varied greatly among the 29 associations and we drew samples of no more than 100 for any association, the data were weighted to compensate for sampling differences.

Association Members and Their Businesses

Business Characteristics

Most members of these 29 associations owned their businesses (83 percent). Figure 1 shows that the number of years of ownership was very similar to number of years managed for non-owners. Just over 40 percent had been owner or manager for 10 years or fewer, an additional third had owned or managed 11-20 years, and about one-fourth had been in that position more than 20 years. Average years owned or managed also were about the same (15 and14 years respectively).
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Just over one-half (55 percent) of the respondents considered the business a family business. Two-thirds (67 percent) of the businesses were incorporated, less than one-third (29 percent) were sole proprietorships, and only a few (4 percent) were partnerships. Forty-three percent of businesses were started from scratch (Table 1), and about one-fourth (26 percent) were purchased. About one-fifth (20 percent) of the owners/managers were hired or promoted into the business, and 11 percent inherited the business or purchased it from a family member.

	Table 1 – How did you get into this business?



	
	Percent

	Started it from scratch
	43



	Purchased it
	26



	Got hired on or promoted into current business
	20



	Inherited it or purchased it from a family member
	  11  

	Total
	100


About 10 percent of the businesses had operated in the current community five or fewer years. An additional 15 percent had operated in the current community since 1990, and one-half had operated in the current community since 1979, or at least 25 years. About 10 percent had operated in the current community 100 years or more.

Businesses in these associations derived most of their revenues from customers in the local area (72 percent on average) and from households or private customers (59 percent on average, Table 2). They received about one-third of their revenue (33 percent on average) from other businesses. In turn, they purchased on average 39 percent of their materials and services locally.

Business Success

	Table 2 – Sources of revenue from sales or services and sources of purchased materials and services



	
	Percent of Revenue



	Percent of businesses in each category with revenue from:


	0-25
	26-50
	51-75
	76-100
	Total
	Average

	    Local area customers


	14
	11
	15
	60
	100
	72

	   Other businesses


	60
	10
	8
	22
	100
	33

	   Household or private consumers


	34
	10
	7
	49
	100
	59

	Percent of businesses in each category purchasing materials and services locally
	54
	14
	9
	23
	100
	39


Change in the number of employees often is used to measure business success. The average number of full-time, part-time, and temporary employees increased from 20 to 22 over the three years just prior to the survey. Respondents also were asked about their perceptions of the success of their businesses on a scale of 0 (total failure) through 10 (extreme success). Most respondents (83 percent) considered their businesses successful, and nearly one-third perceived their businesses very successful (Figure 2). About two percent considered their businesses failures, and 15 percent were in the gray range between success and failure.
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Business Future

Owners and managers were asked what they saw for the future of their businesses. Figure 3 shows that nearly three-quarters (74 percent) were optimistic about expansion. Twenty-one percent thought their businesses would stay the same, and five percent felt it would get smaller. For those looking toward expansion, 61 percent responded this would include a new product or service, 93 percent responded it would include growth in existing products or services, and 83 percent responded expansion would include adding employees.
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Association Participation

Association Involvement

About one-half of the respondents have been members of their associations 13 or fewer years, and one-quarter joined within the last five years. Just one-quarter have been members more than 20 years. Twelve percent have been officers in their associations, 13 percent have served on the board of directors, 30 percent have served on a committee, and 31 percent attended the last general meeting.

Very few of the respondents had broad acquaintanceships in their associations. Only 12 percent knew three-fourths or more of their associations’ members on a first name basis (Figure 4). An additional 14 percent knew about half their associations’ members on a first name basis, and the remaining three-quarters knew one-fourth or fewer. Fully one-third (33 percent) were acquainted on a first name basis with no one or almost no one in the association. On average, respondents indicated that they had personal friendships with 23 association members, and they discussed important business matters with only four association members.
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Association Functions and Merits

Data in the following figures, tables, and text are based on association averages calculated from  individual responses. In all cases, sample size is 29.
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Communication and Cooperation among Members

An important function for business associations is to promote communication and cooperation among its members. Figure 4 shows the most common methods of communication among association members on a scale of 1=never to 5=very often. The telephone was most often used followed by email or the Internet. Newsletters and the mail service were about equal in being the least likely used.

On average, members of these associations were not very likely to have cooperative arrangements with each other, especially cooperation that involved tangible resources or money. The most common types of cooperative arrangements, visiting other members’ businesses and referring customers to other members, occurred only occasionally (Figure 6). Sharing information and resources, and working together fell between occasionally and seldom. On average, purchasing and product development arrangements, cost sharing, and employee sharing ranged close to the never category.
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Association Membership Benefits, Advantages, and Experiences
Respondents evaluated 17 potential benefits for their business or career that were derived from their association membership on a scale of 1=no benefit to 5=critical benefit. On average, none of the potential benefits reached the midpoint of the scale (Figure 7). No particular clustering of types of benefits is evident in the ratings. Standing out at the top are influencing favorable legislation, providing opportunities for personal socializing, enhancing market knowledge, and improving marketing. Securing new overseas customers or suppliers may be irrelevant to many respondents.
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Respondents also were presented a list of potential advantages and disadvantages of association membership and asked about their agreement or disagreement with each (from 1=strongly disagree to 5=strongly agree). On average, they agreed with the advantages and disagreed with the disadvantages (Figure 8). Respondents most strongly agreed that the association served as a good information source, had generally effective management, successful and powerful members, and consistently improving benefits.  Respondents most strongly disagreed that they receive no assistance from association members when they request it.
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Closely related to association benefits and advantages are the expectations and experiences members had of the association. Respondents were presented with a list of positive and negative expectations and experiences and asked to indicate their degree of agreement or disagreement with each (from 1=strongly disagree to 5=strongly agree). Although on average members agreed with all of the positive expectations and experiences, strongest agreement was with three items on assistance from and trust in their fellow members (Figure 9). Willingness to openly promote their association also received strong agreement. Strongest disagreement was with the item stating that not much was to be gained by remaining a member of the association.
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Reasons for Continuing Membership

Respondents were presented with a list of reasons a member might have for continuing membership in their business association, and we asked them to indicate the importance of each reason from 1=very unimportant to 5=very important. As with benefits and advantages, the most important reasons were membership trustworthiness and congeniality and association management (Figure 11). Continued involvement of other members who are personal friends was the least important factor, but all potential reasons had some degree of importance in continued membership in the association.
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Community Support by Members

One of the questions we wanted to answer was whether business association members supported their communities. Figure 11 shows that of the three types of support included, businesses were most likely to make donations to local schools or youth programs, ranging midway between occasionally and often. Business assistance in community development or planning fell between seldom and occasionally, and local bond issues were rarely supported.
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Future of the Association

For association members’ perception of the future of their associations we return to data on individual respondents.  Figure 12 shows that a majority of members are satisfied with their associations. When asked about their degree of satisfaction with the association on a scale of 1 (worst possible association) to 5 (best possible association), almost two-thirds (61 percent) answered 4 or 5. 
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About one-third of the members replied that they were either very or somewhat active in their association (Figure 13). Finally, a percentage of the respondents equal to those who expressed some degree of satisfaction with their association (61 percent) answered that their association would continue to grow (Figure 14). Four percent responded that the association would decline, and only one percent felt that it would discontinue operations.
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Respondent Characteristics

Fifty-nine percent of respondents were male and 41 percent female. Respondents were well educated with 17 percent having had some college, vocational, or technical school education. The highest level of educational achievement for 26 percent was a Bachelor’s degree and 39 percent had some graduate work or a graduate or professional degree. They were active in their communities, having been members in just over three organizations on average. Sixty-three percent have held a leadership position in these organizations, and 72 percent stated they were active or very active in the organization. Seventy-six percent had participated in some community activity during the last 12 months.

Report prepared by Peter Korsching and William Wunsch, with assistance in layout and composition by Leslie Daub.  Research funded in part by a grant from the U.S. Department of Agriculture Fund for Rural America and the Iowa Agriculture and Home Economics Experiment Station.  For more information contact Peter Korsching at 515-294-8322.  Electronic copy available at http://www.soc.iastate.edu/ruralnetworks/  March 2004.
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Figure 7 - Benefits of association membership (averages for associations)

1.14

1.62

1.70

1.80

1.87

2.02

2.05

2.21

2.28

2.37

2.38

2.39

2.41

2.69

2.75

2.88

2.90



Chart1

		1.14		1.62		1.70		1.80		1.87		2.02		2.05		2.21		2.28		2.37		2.38		2.39		2.41		2.69		2.75		2.88		2.90



Influencing Favorable Legislation

Providing Opportunities for Personal Socializing

Enhancing Market Knowledge

Improving Marketing

Improving Management Skills

Greater Access to Technology

Improving Quality

Improving Work Practices or Productivity

Contributing to Service or Product Development

Personal Emotional Support

Securing New Domestic Customers or Suppliers

Training for Employees

Reducing Personal Stress

Improving Delivery or Distribution

Assessing Financial Resources

Accessing Additional Production Facilities

Securing New Overseas Customers or Suppliers

No Benefit

Critical Benefit

Benefits of Association Membership



Sheet1

		Securing New Overseas Customers or Suppliers		1.14

		Accessing Additional Production Facilities		1.62

		Assessing Financial Resources		1.70

		Improving Delivery or Distribution		1.80

		Reducing Personal Stress		1.87

		Training for Employees		2.02

		Securing New Domestic Customers or Suppliers		2.05

		Personal Emotional Support		2.21

		Contributing to Service or Product Development		2.28

		Improving Work Practices or Productivity		2.37

		Improving Quality		2.38

		Greater Access to Technology		2.39

		Improving Management Skills		2.41

		Improving Marketing		2.69

		Enhancing Market Knowledge		2.75

		Providing Opportunities for Personal Socializing		2.88

		Influencing Favorable Legislation		2.90





Sheet1

		0.00

		0.00

		0.00

		0.00

		0.00

		0.00

		0.00

		0.00

		0.00

		0.00

		0.00

		0.00

		0.00

		0.00

		0.00

		0.00

		0.00



No Benefit

Critical Benefit

Figure 8 - Benefits of Association Membership



Sheet2

		





Sheet3

		






_1142923420.doc
[image: image1.png]BUSINESS
i NETWORKS
K

‘Mg
.RURAL

COMMUNITY

ECONOMIC
VITALITY








_1139221253.xls
Chart1

		1.34		1.4		1.4		1.45		1.58		2.22		2.31		2.43		2.53		2.73		2.98		3



How Often Have You:

Never       Seldom       Occasionally       Often      Very Often

Exchanged or Shared Employees

Shared the Cost of Consultants

Shared the Cost of Training Employers

Developed a New Product or Service with Another Business

Purchased Raw Materials, Supplies, or Equipment Together

Worked Together to Influence Legislation

Worked Together on a Large or Complicated Project

Worked Together for Marketing or Promotion

Shared Resources (Equipment, Excess Inventory, etc.)

Shared Information about New Techniques, Suppliers, Customers, or Technology

Referred Customers to a Member

Visited Businesses of Other Members

Figure 6 - Cooperative arrangements with other businesses in the association (averages for associations)



Sheet1

		Visited Businesses of Other Members		3.00

		Referred Customers to a Member		2.98

		Shared Information about New Techniques, Suppliers, Customers, or Technology		2.73

		Shared Resources (Equipment, Excess Inventory, etc.)		2.53

		Worked Together for Marketing or Promotion		2.43

		Worked Together on a Large or Complicated Project		2.31

		Worked Together to Influence Legislation		2.22

		Purchased Raw Materials, Supplies, or Equipment Together		1.58

		Developed a New Product or Service with Another Business		1.45

		Shared the Cost of Training Employers		1.40

		Shared the Cost of Consultants		1.40

		Exchanged or Shared Employees		1.34





Sheet1

		1.34		1.4		1.4		1.45		1.58		2.22		2.31		2.43		2.53		2.73		2.98		3



How Often Have You:

Never

Very Often

Exchanged or Shared Employees

Shared the Cost of Consultants

Shared the Cost of Training Employers

Developed a New Product or Service with Another Business

Purchased Raw Materials, Supplies, or Equipment Together

Worked Together to Influence Legislation

Worked Together on a Large or Complicated Project

Worked Together for Marketing or Promotion

Shared Resources (Equipment, Excess Inventory, etc.)

Shared Information about New Techniques, Suppliers, Customers, or Technology

Referred Customers to a Member

Visited Businesses of Other Members

Cooperative Arrangement with Other Businesses in the Association



Sheet2

		





Sheet3

		






_1139219637.xls
Chart1

		Negative Expectations and Experiences

		Currently the Failure of Members to Work Together is a Severe Threat to the Association

		Most Members of the Association are Not Enthusiastic About Pursuing the Association Goals and Mission

		My Business Does Not Have Much to Gain by Remaining a Member of the Association

		Positive Expectations and Experiences

		When Something Needs to Get Done in the Association, the Whole Membership Pitches in and Helps Out

		The Members of this Association Really Care about the Fate of My Business

		I Hold the Same Ambitions and Vision as the Other Members of the Association

		I Am Willing to Expend Resources (Time, Money, Equipment, Excess Inventory) to Help this Association

		If Given the Chance, I would Brag about the Association as a Good Organization for Businesses to Join

		I Can Rely on the Members Without Any Fear that They Will Take Advantage of Me or My Business

		In General, People in the Association Will Always Keep Their Word to You

		If I Need Something, I Wouldn't Hesitate to Contact an Association Member for Help



Strongly Disagree

Strongly Agree
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Figure 12 - Degree of satisfaction with the association
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Figure 13 - Involvement in association activities
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Figure 8 - Advantages and disadvantages, business and personal, of association membership (averages for associations)
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