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Now that we are at the beginning of a new decade with so much change in every aspect of our associations and the economic downturn, a variety of trade and professional associations of all sizes and types are taking a fresh look at their dues structures and corresponding benefits allocations in an effort to revise these structures to meet new millennium standards in value definition and delivery of products and services to all classes of the association customer base.  With the proliferation among a variety of professions and industries of mergers, acquisitions and strategic alliances, lean budgets and members clamoring for value-for-dues, many associations today have been faced with the stark realities of revising their dues structures by lifting caps or creating new membership categories to accommodate new types of members, or to think about merging with other associations or forming strategic alliances.

When associations consider redoing their dues structures, both staff and volunteers alike need to revisit the “basics” of what are the typical, standard characteristics of dues, how dues are classified, and what are the various bases upon which dues are priced.  Additionally, they must understand what the key factors are, that must be used in determining the dues structure and what pitfalls may be encountered in modifying or establishing a new structure. Finally, they must be prepared to communicate the new structure in such a way that the members have complete buy-in for the change and understand the reasons for its implementation.

The information below will help acclimate both staff and volunteers to the standard terminology and definitions used in considering dues structures and bases, so that they may intelligently compare the various options open to them, and provides some baselines in understanding some of the internal and external organizational forces at work, which must be taken into consideration.

Fair is Fair

The major reason associations have dues in the first place is to provide a fair basis upon which members can make an equitable contribution to the survival and growth of the association over the years. The association must carefully consider and weigh a variety of factors when it first establishes its dues base or rate, and in ensuing years, when it decides to change that base, so that all members in all categories and classifications are treated equally.  The most difficult part of dues structures and benefits analyses is to redo a structure that has been in place for some time, as the association has to have a very good reason, and explain that reason to the members in such a way that they understand that there is a need for a new equity basis to be used.

Dues Characteristics 

First and foremost, the key characteristic of a good dues base is that it provides equity among all classifications of members.  If a dues base has nothing else but equity, it will most likely satisfy most major objectives of the association.

Equity, as a dues concept, indicates that each member of the association will provide a financial contribution that is his/her “fair share” of the financial base according to the revenue and expense breakdowns of the association.

Along with this concept goes the philosophy that larger members within the association will pay a larger “fair share” than smaller members.  Within many associations you see a “graduated dues base,” based on one or more bases, which provide the larger members an opportunity to share more of the financial burden, but allow the association to retain and recruit a variety of smaller and mid-level members that can broaden the association’s base, and give it more credibility in terms of its representation legislatively, and in other arenas.

On the other hand, some associations have a single fee, which all members, regardless of size, pay based on the products and services offered by the association.  

Finally, there are associations that provide a significantly better benefits package to the larger members who pay more dues than they provide to smaller members who pay less dues. As long as the association and its members understand the basis of the dues, and feels that it is equitable to all members based on the vision, mission, goals and objectives of the association, most members should be satisfied.

After equity, finding the common denominator that the association wishes to use to measure the financial contribution of the member is most critical.  Finding the common denominator is somewhat simple when all members are in the same line of business, and do the same things.  However, when the association is made up of several vertical marketplaces, it becomes more difficult to provide an equity factor through a common denominator, which can be used to measure different classes of members.  In these cases, the association must develop a common denominator for each individual vertical level of member, and at the same time, ensure that the end result indicates that all members are being treated as equally as possible.

Finally, the association must ensure that the amount of dues that it charges, in combination with its non-dues income, has the ability to support association operations and provide an approximate 3-6% contribution to reserves.  It is critical that the association carefully examine the percentage of dues to non-dues income it expects to maintain in its infancy, and also at maturity, so that members are neither paying too much nor too little to support the association based on the entire product line that the association sells to its members and other constituencies.

Membership and Classifications 

The type of dues structure that the association chooses is determined, to a great degree, by the variety of member categories within the association.  If there is only one category of membership, the dues base can be easily put in place by using a “common denominator” from the industry, or other criteria as described below.  However, as indicated earlier, with a variety of membership categories, the association may need to establish a dues base, which is different for each of those categories, but provides an equitable contribution by all.  

Most associations will charge higher dues for different categories of members. Many national trade and professional associations will charge service providers (those companies which sell goods and services to active members) higher dues than it will for its active members.  Service providing companies understand this principle, and understand they have an obligation to support the active members in their pursuits, in order to make sales and provide services to these companies or individuals.

One of the golden rules in reviewing membership categories is that you should not mix categories in terms of applying your dues base.  For example, in most instances, associations that have service provider memberships should not provide these memberships on an individual basis, if they also provide for them on a company basis.  If there is a service provider company category, then an individual from a service company should not be able to join the association under an individual membership.  Rather, the service provider company should be afforded the opportunity to have several members join at reduced rates.  On the other hand, if the association does not wish to provide for a service provider company membership, but rather would like to have a service provider individual membership, then they could establish that membership, which would apply to all service provider members, regardless of size of company.  As indicated above, associations can mix and match dues bases, as long as they do not mix and match members within the category.

Dues Bases

There are a variety of dues bases that exists in a variety of industries, depending upon what the association feels is an equitable way to measure dues.  Below please find a list of dues bases currently used by many associations in measuring the equity factor for their members:

· Total revenue

· Total sales

· Percentage of sales

· Flat or fixed rate

· Units of production

· Number of employees

· Units of equipment

· Number of plants

· Pounds of product

· Total assets

· Percentage of assets

· Payroll

· Salary

· Total income

All these different dues bases are used by national and international associations to set dues based on the vision, mission, goals and objectives of the association (See the 2010 Association Strategic and Research Planning Guide With Benchmarks and Best Practices on the AMMR website to see how to develop and integrate the dues base with the strategic planning element of the association).

Given all the dues studies AMMR has conducted for clients, by far and away the most common or popular dues basis is a fixed or flat rate dues base, which is used by more than half of all associations.  The next most popular dues base is a combination of percentage of, or total sales/revenue, followed by number of employees and units of production.  As indicated above, it really makes no difference what base the association wishes to use, as long as all members feel that the base being used is fair and equitable to all members within a category, and to all categories collectively.

Although the flat or fixed rate percentage is the most popular, it is not necessarily the most equitable in terms of the variety of sizes and types of members in the association.  In individual and professional societies, the flat or fixed rate is more equitable, because the member is joining as an individual, and not as part of the corporation.  Although many of the benefits help the individual and the company, the association’s program is focused on the individual.

On the other hand, many trade associations use a percentage of sales/revenue, or number of employees and units of production.  For trade associations, whose members are companies, it is much easier to find a more equitable common denominator among these three types of dues bases, because they provide the association with an opportunity to develop a sliding scale, which can then help smaller members join, and larger members subsidize operations. It also allows for dues to be amended with cost of living factors over time and helps fight the dues  “Cap” concept.

Additionally, sales and units of production provide the association with the opportunity to allow members to have a very flexible dues base, which over the years will reflect the changing nature of the economy, and how it affects the association.  As things go well for company members, the association will realize more dues dollars, and thus prosper with the industry.

SQUARING OFF YOUR DUES STRUCTURE—The Proportional Basis

The quest for an equitable dues structure is complicated immensely in associations whose members can range from $1 million in assets to $10 billion. A proportional dues structure can lead to massive charges for the largest members, while a regressive or declining-rate structure (for instance, paying 45 cents per $1,000 in assets for the first $1 million, then 35 cents per $1,000 for the next $1 million, and so forth) can lead to large members adding almost nothing to their dues as their assets increase.


Bill Hampel, chief economist of the Credit Union National Association, offers one solution that some state credit union associations are beginning to use: the square root of assets formula


As Hampel explains, the square root of a number rises much less quickly than the number itself. Look at the following sequence of numbers and their square roots:

· 1,000,000
SR = 1,000

· 2,000,000
SR = 1,414

· 5,000,000
SR = 2,236

· 10,000,000
SR = 3,162

· 50,000,000
SR = 7,071

Simply put, two million is twice as much as one million, but the square root of two million is not twice as much as the square root of one million. “It only goes up by 40 percent,” explains Hampel. “At $4 million—that’s four times the size of the base case—if we look over at the square root of assets, it’s only doubled, from 1,000 to 2,000. The increase early on is pretty strong, but it gets softer and softer and softer the further you go.” Fifty million is 50 times higher than 1 million, but the square root is only seven times higher.


But what does this have to do with dues? First, determine your dues budget for the year—how much you need members to contribute to the ongoing work of the association. Then, add up the square roots of the assets of all association members and divide that number by the amount of the total dues budget. The result is a coefficient that you would use to determine each member’s dues, simply by multiplying the square root of their assets by the coefficient. 

Hampel explains, “So the square root of dues formula happens to be a fairly systematic, fairly balanced way to have a fair, but regressive—a fair, but declining rate dues formula. … And if each year, you calculate the total dues budget, and calculate the sum of the square roots of all the members, and use that to calculate a coefficient each year, everyone will get a proportionate, fair increase in their dues from year to year to year.”

He does provide a few caveats for those interested in such a system. “For this formula to work, it requires that you have an unambiguous, quantifiable measure of size” like total assets, he says. It also makes less sense for associations whose members are generally speaking smaller businesses. He adds that associations with a proportional structure already in place might not want to rock the boat if their members are happy and feel the current system is fair. Switching over to the square root of dues formula would significantly change the distribution of dues payments across the membership.

 Readers should review all the various dues base options illustrated in the accompanying article before selecting one that is right for them. In reviewing a variety of dues formulas, especially with trade associations, Dr. Carey feels that the “Square Root of Assets is the most promising in assisting to resolving the caps issue once and for all.

 “In the last five years, the caps issue has been the most disconcerting for trade associations in need of raising dues for larger members, which have merged or consolidated with one another. Without a good formula, which allows associations to capture an equal amount of pre-merge revenue, associations have a most difficult time sustaining or developing capacity for future operations, without resorting to significant nondues programs, many of which are off-mission and take up staff and volunteer resources.”

Dues Rates and Caps

Once the association has established the base, upon which it would like to collect its dues, it is then faced with the decision as to what amount of dues it should collect.  In looking at this specific area, the association must run a variety of “test” formulas to arrive at a dues rate that is equitable for each category of membership, and at the same time, provides the association with the appropriate percentage of non-dues income necessary to maintain operations.  This figure is usually arrived at through trial and error. 

For example, if the association knows that it will take approximately 20 staff plus overhead to accomplish the association’s missions, and that the association can bring in $500,000 in non-dues income from publications, conferences, etc., then it can take the $1.5M shortfall and stratify that shortfall among the various membership categories to find the fair dues assessment.

Finally, in setting dues rates for mid-decade operations, associations would be wise to eliminate or lift the caps by adding several categories to the maximum dues, to take into consideration the variety of mergers and consolidations occurring across the wide breadth of the United States and non-US industries today.  It is not uncommon to find huge, multi-conglomerate corporations that have several divisions devoted to an association’s program of work. Your job is to ensure that all conglomerate subsidiaries are each paying their fair share based on their value basket of association products and services. I did not say it was an easy job, as you have to help members quantitatively demonstrate to corporate “higher” the benefits and value of the association to specific and overall corporate missions.

 Currently, associations are struggling to create unique dues structures for these behemoths, as currently they pay a maximum dues rate that is not equitable with dues that other members pay.  To handle this dilemma, associations clearly have two choices.  The first choice is to remove the caps and create several additional membership categories at the top of the tier, for which they could then set a fair dues rate for multi-conglomerates; or they can develop a separate dues category for multi-conglomerates and attach dues price tags to number of offices, number of satellite locations, number of subsidiary corporations, or total revenue/production of each of the conglomerate’s entities that deal in the association’s industry.  

The key point in setting dues for multi-conglomerates is that only the revenue and sales that apply to the industry, which is a portion of the conglomerate’s total sales and revenue, should be included in the dues formula.  Additionally, associations should endeavor to “back out” product and inventory, which is sold to, or provided to other association members down the wholesale/retail chain.  This holds true as well for the retail segment, which should back out sales to members.  There are a variety of nuances to this aspect of association dues operations, and the association should seek the advice of a dues structure specialist when juggling these new millennium issues.

Do Members Tell the Truth in Assessing Themselves Their Dues?

Associations should know that most members across industries are honest in reporting their dues.  There may be some fudging between a level or two; however, members understand the obligation to the association, and understand the peer pressure associated with this reporting.  As an industry percentage, we have found that approximately 80% of members report accurately, or somewhat accurately, their dues.  This leaves 20% of members, who for a variety of different reasons (including misunderstanding instructions from the association), do not report their dues accurately.  Given this circumstance, associations should not worry about whether or not members will accurately report their dues when establishing their structures.  All associations face the same dilemma, and all associations have the same self-reporting problems. Unless you have a very unique situation (and they do exist) and must legally enforce rigorously your dues structure, don’t waste time and energy with creating complicated enforcement policies that bottom line are literally “unenforceable.”

Communicating New or Changing Dues Structures

Many associations fall down when communicating their structures to stakeholders. Usually, we find that there is no direct link to the association value equation when these structures are rolled out, and there was very little member input in creating the new structure. Often times, associations fail to make the vital quantitative as well as qualitative link between dollars in dues--and services, benefits and programs provided. In order to make this link, associations must find the quantitative value of the services provided and the unique communications delivery vehicle that will hit the radar screens of its members—never an easy chore. The two Guides mentioned earlier and in the bibliography will provide insight and solutions to this problem. In the meantime, ensure that your dues program:

· Research based,

· Encompasses representatives from all stakeholder segments

· Uses a common denominator unit of measurement for its basis that members easily recognize and understand

· Is tied to quantitative and realistic products and services provided, and,

· Communicated early and often during the discernment process, and not “sprung” on the members at the annual meeting!

Utilizing the above information, associations can make intelligent decisions about their dues formulae, and ensure all stakeholders are on board when it takes effect.
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