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Abstract: The term “growth” has established itself in econorand social sciences as
not only an indicator, but also a self-evident syyma for positive development. That
applies also to previous works which recognizedithged growth characteristic of co-

operatives, embedded in their duality as sociaugoand economic enterprises. In this
work we attempt to provide a rational explanatianthe behaviour of co-operative

group members and its resulting limitation to ceemdive growth. Based on these
recognitions we then establish the thesis that @soon growing co-operative can

perform as a social elevator for its members in tharket environment, provided a
continuous traffic of members into and out of theug.
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1. Introduction

Cooperatives retain internal growth barriers whaclgin in their nature as voluntary
associations of individuals. The so called dualreabf cooperatives determines their
entity as a social group in addition to being annexnical enterprise. Under the premise
of rationality and expanding the concept of M. @Ig&965) on the logic of collective
action, we formulate the dependency between theevaf membership for the
individual members and the size of the group. Gasults show that the utility of
membership loses its value as the group growdhatoetvery member features a certain
critical number of group members, above which hiker total utility from membership
becomes zero or negative. When this number of gmembers is being reached, the
mentioned member is being put in a strategic datisituation in which he or she needs
choose their strategy.

Members’ tendencies and preferences for actiongshatong the growing process of
the group as described by our model of exit andev section. Our hypothesis is that
the member has a stronger tendency to raise pragdeng as the group is rather small.
As the group grows, the costs of voice increase arnthe same time, the chances to
influence the group and its decisions decreasa.large group the unsatisfied member
would therefore more probably prefer exit over eomr acquiesce. However, in this
analysis we show that there is no significance teetver the individual member
chooses to exit the group or to prevent the entrarica new member by protest. The
mere fact that total benefit of the membership lbesn exceeded by an alternative is
enough to cause a stall in the process of growtb. r€sulting growth process is shown
to be limited and feature a sigmoid form.

The possible conflict between the interest of thganisation to expand the number of
its members in order to encounter market power,thatof the individual members to
keep the group small, creates varying challengeshi® organisation’s management.
This insight is crucial for the understanding o tharacter of cooperatives in general,
and the necessity of adapting management technitjuéke size of the group in
particular. However, a system oriented observatbrihe co-operative group in its
market environment might suggest that a non-growgngup not necessarily means
malfunction of the organization in the socio-pahti sense. Under certain conditions the



organization actually acts as a social elevatohiwiits market environment, as we

demonstrate in the seventh section of this work.

2. The Position of Co-operativesin Agricultural and Food Markets

Agricultural co-operatives make a convenient subjec investigation, since they
typically feature traditional co-operative charaisics. Most of the assumptions taken
in the following analysis probably apply to agritwmél co-operatives better than any
other kind, such as banks etc. The production oicalgural products is inherently
bound to land. In the case of animal husbandrynfstance, it is the need to provide the
stock with roughage, a factor which is hardly ttaldeand hence needs to be produced
on the own farm, which determinates a certain apatistribution of agricultural
production. Agricultural commodities are especialtharacterised as bulky and
perishable, which restricts their geographical ritgband implies high transportation
costs, creating spatial markets. Both processatarducers are highly specialised. A
given farm product can usually not be substitutgater inputs, nor can it substitute
another one. High specialisation on the productisnwell as on the processing level
and high sunk costs implying high exit barriers farmers and an inelastic supply
(ROGERS and SEXTON, 1994), bound farmers to hasdded limit their choice of
purchasers for their products. In case of losingess to a certain first-handler, farmers
are forced to seek for alternative — sometimesadist purchasers. This reduces the
value of the product for the farmers by sacrificiaglarger share of the profit to
transportation costs. These characteristics leadsp@atial markets and — at least
regionally — increased buyer market power at trst-fiandler level.

In order to countervail oligopsony power in agrtauhl markets, agricultural producers
incorporate into co-operatives, facilitating the rkeing and/or processing of their
product, in which they can also influence the ptilcey receive. Private agricultural
product traders are thus forced to adapt theireprio the competition delivered by co-
operatives. Hence, the existence of co-operativanixed markets influence the price
level in the whole market, and by that, preventsoiin falling too low. The notion that
a co-operative may have a salutary effect on wslsi pricing behaviour is known as
the “yardstick of competition” (SEXTON, 1986b, 1998ypothesis. However, this



market-regulation effect is obviously an open reseuas not only members of the co-
operative, but also the rest of producers on thekebabenefit from this regulation
effect. Moreover, as private actors set their tregieditions to compete with a present
co-operative, opportunity costs are being creatsd #r co-operative members. The
co-operative needs therefore to keep its performamcat least the level of the market,
in order to justify its existence. In order to keeap with competition on modern
agricultural and food markets, the co-operativebasind to adapt its structure to a
competitive size. However, in order to achieve ,thatis forced to expand the
dimensions and complexity of its activities, a tablat would bump into internal
resistance at some stage, as we further discubs pproceeding section.

3. Growth Limitations of Co-oper ative Organisations

The co-operative is by its nature a hybrid orgaiesa Except for being an economical
enterprise it also functions as a group in theaoand socio-psychological sense. A
crucial prerequisite for its durable stability as arganisation, even for its mere
existence, is the commitment of its members (FULTQ@BI99). As demonstrated by
Fulton (1999) co-operative ideology is a significaniving force for the formation of
co-operatives and has a significant impact on teenbers’ behaviour as well as on the
co-operative performance. Owning and controlling dinganisation is the differentiated
product that makes at least some members prefeingnékisiness with it, rather than
with a competing IOF. However, facing growing dynanm modern agricultural and
food markets, co-operative ideology is evidentlgaking down (FULTON, 1999). At
the turn of the century the relation of the memlveth their co-operative was strongly
based on a social rather than commercial, balaratber than hierarchic, cooperative
rather than competitive and membership- rather thasiness-oriented character.
Modern co-operatives however, seem to feature @osfe image, characterised by an
isolated — market typical — interdependency, aanakic rather than democratic power
distribution, conflicting rather than harmonic attle and a commercial business rather
than personal member orientation (ZIEGER, 2008esEhdevelopments loosening the
cohesion between the members and between them lagid do-operatives are
undoubtedly impelled by — among changes in theasocultural and economical

environments of the co-operative existence — tbevigrg structure of the memberships.



However, as this work is attempting to demonstréte, relationship between the
group’s structure and the behaviour of its memietslateral and interdependent. As
the group grows and the commitment of its membewmles, their behaviour is
changing accordingly. With a weakening cohesion, tfembers’ tendency to abandon
the organisations for the sake of realising othgpootunities is growing dominant.
Analogue to sinking birth- and growing death-ratesatural populations (LASOWSKI
and KUHL, 2006), the changing members’ “traffictonand out of co-operatives as a
result of their size cause a limitation to the gilowapabilities of co-operative groups.
Thus the growth of the co-operative group is beiagulated analogue to growth
regulation of natural populations, whereas in asecthe members do not parish, only
vanish. This “natural” property might be a handiclp co-operatives facing the

demands of modern agricultural and food markets.

4. The Member ship-Value Model

The following model is designed to delineate a perative enterprise purchasing a
single homogenous product from its members, addints value and marketing it. The
co-operative is assumed to be acting as price takethe market. The costs of the
enterprise’s activity is assumed to be a convextfan, and due to a set price received
on the market, the earnings a concave functiomeforocessed quantity. Co-operative
members are assumed to judge the desirability ahleeship on the basis of the
incumbent firm’s prevailing price, whereas membars price takers in respect to
dealing with the co-operative as well as with a petimg purchaser (SEXTON, 1986a).
Acting according to individual rationality, eachesj would remain member in the co-
operative group as long as she receives at leasuak as from acting unilaterally i.e.
marketing the product otherwise (SEXTON, 1986b, 8TZ, 1987, ZEULI and
BENTANCOR, 2005).

Consider a group o6 members who join forces to produd&(G) units of a certain
co-operative product which they sell on the mafaes certain pric® °. The total costs
of producing the co-operative product feature thme dependency on the quantity as

non co-operative products. When the demand forymioah capacity exceeds a critical

% The market is assumed to be large enough, saht@aroup is considered as price-taker i.e. thetifya

produced does not have an influence on the marieg-pf its product.



level, the production cost of each additional umili no longer decrease, but rather
increase over-proportionally. The progression @& #verage production costs curve
K = f(M) is therefore assumed to feature the classical thK®OLSON, 1965 p. 21).
The co-operative cost and the revenue®V = PM are distributed between the
members according to their relative portion on tb&l production quantity of the
group, so thatk, =(m/M)K and W =(m/M)PM, whereasm represents the
portion of membei in the total productiorM of the co-operative an&; and W are
respectively the member’s shares in the resultogjscand revenues. In order that the

members take part in the co-operative, there meigt positive utility for each of them
(OLSON, 1965, SEXTON, 1986a, ZEULI and BENTANCORQ3). M. =W -K, =2 0

is therefore the gross value of membership for eaemberi. Moreover, each of the
members could market the same product alternatiesllger alone or by utilising the

services of another source, having alternative scdés and achieve alternative
profitsfa, (SEXTON, 1986a). The options for profits which theembers face are
hence,

M, =W -K =mP-(m/M)K =m(P-K/M)

or

MNa =mP-Ka,.

The quantitym that the member would alternatively market is as=idito be the same
as his or her share on the cooperative productiod,they would sell their product to
the same market price. In order that they take ipathe co-operative, the profit that
they achieve by the membershipmust be higher than that, which
they could achieve by their own. The condition forembership is therefore

M, -MNa =m(P-K/M)-mP+Ka =0. The difference on the left side of the
equation we mark as¥, the net value of membership and its positive vakiea

necessary condition for membership in the group:
¥, =Ka -(m/M)K=0

4 No attempt is done here to quantify the portioindividual non economical motivations’ fulfilmeirt
the composition of the total utility the membereaies from membership. It is enough to measure the

cost, for which the member would exit the groupaasndicator for his or her total utility.



Or:
m
Ka =>—K
& M

Thus, it becomes obvious that the member’s shatbdrcooperative production costs
must be smaller than the costs which would be chibsethe alternative marketing.

Assume that the production quantity of the co-opezanust be expanded by a unit of
quantity for each entrance of an additional mentbe¢he group. When the convex cost

function begins increasing ovedO,M (G)], the condition for membership cannot be

guaranteed. We should then expect the net valumervhbership to become zero or
negative at some stage for any member

5. The Complementary Strategic Options. Exit and Voice

Consider a co-operative of G members is considehiagption to accept an additional
member. One of the group members disagrees. Thg'greize has reached its limit for
her; the membership still yields a positive valoe the member at this point, but any
further growth would cause the exceeding of hecegdthreshold. Since the member’'s
alternative production costs are about to be exasbdxy her share in the cooperative
production costs, she now needs to make her sitatdwpice between “exit” and
“voice” (HIRSCHMAN, 1974). The option to exit meatisat the member could leave
the group and produce her product independentlya Assult of this choice, the group
loses one member, so that the number of membeisigroup drops shortly to G-1.
After the member’s exit, the group would acceptleevy member and even up its size
back toG. At that point, the group would reach its origirsite again, which would
have justified for the exiting member to remainttie group. Since there is a positive
probability of influencing the group’s decision amdeventing the new member’s
entrance, voice would be the rational choice. Meeepthe option to exit is not
eliminated by the option to protest. As Zhu, Heckse and Krug demonstrated (ZHU,
HENDRICKSE and KRUG, 2006), exit not only remairssaalast resort, but underpins
member’s voice making the threat more credible, eand therefore also be used as an

instrument of pressure by the protesting memberclgyosing the option “voice”, the

®> We assume a heterogenic group. Otherwise the nrehipavould lose its value for the whole group at

one point.



member could raise a protest and by that, try tevemt the further negative
development of the group. Among the loyalty of thember to the group and the
uncertainty, considering the further negative depeient of the organisation after her —
perhaps irreversible — exit, one of the main deiteamts for the choice of “voice” is
how high the member estimates the chances to mfkuand amend the organisation.

In case the member chooses the option “voice” arsks her protest, there is a chance
P(w) for an effective protest, and that the entrancéhefnew member into the group
can be prevented. This chance is depending orotakertumber of group members and
on the relative share of the protesting membehetotal production. The size of the

group determines the following factors:

- The probability of determining the outcome of a dematic election becomes
lower the bigger the group grovéTAYLOR and YILDIRIM, 2005, BORCK,
2002).

- The costs of voice increase since there is a largatber of persons that need to
be reached (DOWNS, 1957) and

- The probability to influence the group decreaseth wicreasing anonymity in
the group and decreasing interaction intensity iwith(BUTLER, 1988).

Therefore, the bigger the group the smaller isadhance to influence it. Indeed, the
member’s share on the total co-operative produdasoanother determinant for his or

her influence on the group. The bigger the relasitarem of the objecting member

in the total co-operative production, the greasethie influence she has on the group.
However, the relative share of the individual memba the total production also
decreases as the group grows. In case the strafegyice is successful after all, the
member succeeds to prevent more new entrance$adaisl up the growth of the group
for a longer period before she eXittn that case, the protesting member has her aim

achieved, she remains a member in the group angrthg maintains its sife. If the

® Typical to cooperatives is the principle of “orergon — one vote”.
" P(w) is also depending on the form of government; geoative is assumed to have a free entrance,
whereas in a club, the members have more influemc¢éhe process of new members’ selection and

acceptance



protest is not effective, the new member is beiogepted and the number of members
in the group shortly rises t& +1. The unsuccessfully protesting member exits & thi
point and the number of members drops badt to

The member that we are observing is facing tworrgdtieves with three possible
outcomes. The first alternative is to leave theugrand acquire his or her share on
production or service from another source and fpriee known to this member. We
assume that the outcome of the choice to exitrmiceand known to the agent, since
the member is either aware of an actual alternaowece, or has already included the
risk discount factor into the calculation of “hisi “her” alternative cost¥a. The
choice of voice has two possible outcomes; eithermhember is able to influence the
rest of the group and prevent the entrance of &ve member, in which case the group
maintains its initial size it had on the beginnofghe day, or the new member is being
accepted. However, in case the loud protest iseffettive, and the group decides to
accept the new member in spite of it, the protgstimtember still maintains his or her
option to exit the group. In this case, our obsémember whose share on the common
production costs has been exceeded would takeatfenal choice and exit the group
for the sake of her — now lower — alternative piitiin costs. Again, the total number
of members in the group remains the same as &iethi@ning of the day.

The situation in which a co-operative group is ddouwdecide whether to accept a new
member, an option to which a member in the groupadb, is a strategic decision
situation for the member. The different stages @mbsequences of that decision process

for the member and for the group will be considerethe next section.

6. Modelling Exit/VVoice Preferences of Group Members

Consider a co-operative membéerwho draws a net valug/® from membership,
attained by the difference between her alternatoss for offering her product on the
market Ka,, and her relative share in the co-operative cd&ts. As the total co-
operative costs is a convex function of the nunddfemembers in the grougs, this
difference is a concave, continuous and twice diffgable function oveG such that
0°w® /0G? <0for all G, and there exists a rang&[G '] of the number of co-

operative members, in which the membership in tloeig creates a positive utility for

memberi, so that



Y°>0, G <G<G’

w®<0, otherwise
As explained in the preceding section 4, only iis ttange of positive utility of
membership, the condition for membership of memlebeing fulfilled.
Figure 1: the relations of membership costs and net-ufilibctions (own illustration).
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We now observe the situation in which the group te@ched the siz8 ™ for which

¢t ® >0. For G" +1 the net value of membership would be negative tfa

I
observed member The observed member has now the choice betweea tptions:

exit inducing costLe, voice inducing cost€v, acquiesce, i.e. accepting the entrance
of a new member and taking on a negative valug ofwhich we mark as the co€la.

In addition to the direct costs of reorientatiord adjustment, the costs of exit include
also the risk involved and the loss of intrinsicpus caused by breaking the member’s
commitment (or loyalty) to the group and switchiieganother business partner. Since
the commitment to the group is declining as theugrgrows and anonymity of the
individual member risesCeis considered as a positive and declining funatib® . On
the other hand as the group grows, the costs ieddlv pivoting its decisidhare rising,

so thatCv is a constant rising function & . Therefore there is a critical size of

8 We defineCv as the cost for the member to secure that thepggegides to refuse the entrance of an

additional member to the group.
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the group, for whichCv>Ce when G> ), *, and Cv<Ce when G<y * The

advantage of voice over exit and vice versa, piasta function of group-size.

Figure 2: the relation between the costs of exit and voge dunction ofG (own
illustration).

At this stage we need to take a closer look atcthet of acquiesc&€a. As defined

before, the total cost function of the co-operatweerprise features a convex U-form.
We shall now concentrate on the right half of tbheve, the range in which the costs are
rising as a function of the produced quantity, Hretefore as function of the number of

members in the group. L&, represent an addition of one member to the groapy

point| along the cost function curve. It is easy to $eg the resulting rise in the total

production costoK; of the group is growing with the number of groupmbersG.

For a graphical presentation refer to figure 3.
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Figure 3: the average total costs of membership as a funofigroup size

K=7G)1t
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G, G,
Each group member has a point on this curve, attwhiaccedes “his” or “her”
alternative cosKa, which can be located anywhere between the p@ntsand G~ +1.
The costs of acquiesce is the actual negativeyutitim membership when the number

of the members in the group has reacl@d+1. This negative utility can take any

value in the rangeQ,¢/®" ™ - 1. This range however, is a growing function @f
due to the convexity of the total cost function. gkaphically demonstrated in figure 4,
the maximal valugy®”* — < that the cost of acquiesce can take is a risingtfom of

the number of membe®. Inversely phrased, when the group becomes biGgecan

get much higher than it could if the group wad stitall. The payoff from acquiesce is,
by definition of the poiniG ", negative. However, the absolute value thatltss can

take is also a function db .
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Figure 4: the different possible values of negative utisiti'Tom membership as a
affected by the number of group members
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7. Results of the Exit/Voice Decision M odel
For the first stage of the decision model we needifferentiate between two possible

situations: first, when (155 > y; % Cv> Cg, and second, when (@)< y;* = Cv<Ce.

If situation (1) is the case, the member choosesofftion of exit and lives the group.
The resulting payoff for the member is theiCe. In case situation (2) occurs, the
rational choice of the member would be the optioice, in which case the member’s
payoff is ¢/°" — Cv. This payoff is either positive or negative, wheteas shown in
figure 2, the bigger the group the higher beconhespgrobability that this payoff is
negative, and even worse than the payoff of ext. the second stage we need to
compare the first two options, exit or voice, wilie option to acquiesce. The payoff
from acquiesce is, by definition of the poi@t , negative. However, the absolute value
that this loss can take is also a functiorGof Although we can not formulate a rule for
the advantage of one option over the other, siheset are determined by the concrete
situation and by random factors, we can claim a about the effect of membership
size on the advantage of any particular choice theeother. The larger the group of co-
operative members, the higher is their rationatégicy to exit and leave the group
rather than to accept its development or to raisept and try to influence it.

13



8. Modelling the Implications of Exit/Voice Preferencesfor the Group-Growth

As shown in section 1.4, the internal result ofdleeision the individual member makes
between “exit” and “voice”, has no significance tbe development of group size at the
end of the day. The tendency of the members to ehdesit” over “voice” or
“acquiesce”, and its development according to thee f the group, is indeed
significant for the understanding of group dynarmcgeneral and of co-operative
groups in particular. But it is the mere occurrent¢he decision situation itself, which
has the direct influence on the group’s growth. Wher the outcome of the decision is,
whether a new potential member is rejected, orafriee group members exits, there is
only one possible consequence of each case wherbensnobjection to the further
expansion of the group occurs; the growth proctdls sThe only thing that changes is
the frequency of these occurrences, and the nuofbeew potential members, who are
rejected, before one (the objecting) group mem~R#s.eThe frequency of occurrences
is a function of the total average production cadtshe cooperative. The number of
times a member can prevent the acceptance of anmember is a function of his
influence in his group. The total average productiosts and the influence of the single
member in the group are both functions of the thaethe group has reached.

The resulting development of the number of group bem is illustrated in the
following figure 5. The Iillustrated development iket one resulting under the
assumption of no influence of the members on tresams of the group, namely the
chance for effective protest set as null. The c@vaellustrates the growth of the group
as a function of the timé Since we assume a constant appearance of newtipbte
members per unit of time, we mark the abscissa witlstead oft. Thus we obtain a
curve of the number of group members as a funatiothe accumulative number of
new potential members, which could just as wellelpressed as a time dimension
without changing the character of the curve. Athepoint of the curve, where one of
the members raises his objection to further growi,obtain a delay of oneunit in

the growth(marked in figure 5 a®x, ). These incidences occur increasingly frequent as

the group grows and its total average costs riagveCGs presents the continuous

approximation of the growth ar@* its limiting asymptote.
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Figure 5: The growth in group size under the condition ofrmember influence on the
Group Pp=0). (Own illustration)
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However, we do expect the members in the groupaeeha certain influence on
decision making, especially as long as the groutilisrelatively small. This influence
applies a certain chance bigger than zero, thabi@$t becomes effective. A protesting
member can thus prevent the entrance of more thamew potential member, before
he is forced to exit the group. This effect causesdustment of the lower part of the
curve, which results in an s-formed curve, whichvayges to an upper limit. Figure 6
illustrates the situation, given an existent infloe of the members in the group. Like in
figure 5, curveGyv illustrates the process of group growth as a fancof thex, the
accumulated number of new potential members. Ah qaaint of the growth curve,
where one of the members raises his objection thdu growth, we obtain a delay of

0x, in the growth. However in this case, the totahgies by the factor of the member’s

influence 0x, (marked by the dotted arrows) longer than in thevipus case. These

incidences occur increasingly frequent as the gmgnaovs and its total average costs

rise. CurveGs presents the continuous approximation of the draamdG* its limiting
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asymptote. The dotted curv@so is the development curve without the effect of

members’ influence, as taken from figure 5.

Figure 6: The growth in group size, under the condition @mmbers’ influence on the

Group Pp>0). (Own illustration)

Ge) |
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Both growth curves are analogue to biological ddfegial growth functions and can
therefore be mathematically expressed and solvedettict the growth of a given group
(LASOWSKI and KUEHL, 2006, KRABS, 1997, pp. 63). Theain recognition

relevant to our purpose in this work is that thewgh in the number of members of a
voluntary co-operating group is limited. Under aay set-up, the number of group
members would converge to a certain limit, whichwituld not accede in spite of

continuous traffic of members into and out of theugp.

9. Self Regulation Attribute of Co-operativesin their Environment

The models of group growth in the preceding segbioimt out the notion, that a group
of co-operating agents features a limited abilitygtow, which lies at its own nature.
This feature implies an adaptation in the evaluatibro-operatives’ performance. In

this work we observe the co-operative as a groupd¥iduals, in which each member

16



influences the behaviour of the group as a whoknd)strategic decisions theoretical
principals while considering the complex interesitshe group-members, their strategic
choices and the power of the individual to influertbe group, we point out that the
members limit the growth of their own group. We calshow that the natural
development of the number of group-members, undegiven set environmental
economic conditions, will feature the asymptotianip which is characteristic to
biological growth processes. This might stand in t@ahiction to the common
expectation from a prosperous organization to feasuconstant growth in order to be
evaluated as prosperous. However, just like in ¢gnomechanisms of natural (and
human) populations, the number of group membersocéyn be expected to grow and
converge to a certain limit, which it would not erd without a change in its living
conditions. Similarly to the availability of spaead other resources, which need to be
extended in order to allow constant growth of raltypopulations, limited members’
benefits from membership limits the growth of ape@tive group.

This attribute of limited growth capability has beewsognised and described by several
scientists already. However while quite a few Aushdéind a conflict between the
interest of the co-operative to extend its membprah order to obtain competitive
market positions through economies of scale (el.TFON, 1999) or to raise capital
(e.g. NILSSON and OLLILA, 2008) and between the dangfelosing on member
adhesion and commitment, demanding adaptations afiagement strategies and
organization structures to confront this problemILGSON and OLLILA, 2008,
FULTON, 1999, BUTLER, 1988), we relate a rather sefjulative characteristic of the
co-operative in its environment. For this purpose @bserve the co-operative as a
population and its behaviour as the behaviour ef $hm of its members. Also the
performance of the organization is therefore jssg@od as the sum of its members is
wishing it to be. Those particular members, whoraresatisfied with the performance
of the group to the extent that they prefer anriadtive, and for whom the cost-benefit
relation of attempting to influence it is disadvageous, exit the organization. We can
therefore claim (and many empirical surveys seesufiport this) that the members of
the group are basically satisfied with it. Those vane not satisfied are not members
(anymore). As contrary to the tendency of orgammatperformance-evaluation

concepts, which often name growth as a necessdigator of success, we claim that a
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non growing group should not be considered as wesstul. For the sum of its
members it is actually just as successful as ildctwe considering its environmental
circumstances.

The net number of group members is therefore onlgxarnal characteristic of the
organization. Even after the group has accompligisgzhase of growth and the number
of its members does not seem to change, the movesh@members into, through and
out of the group still continues as an internalvitgt of the vivid organization. While
new members, whose opportunity costs are lowerthacefore their net utility from
membership is positive, continue entering the omgion, the total number of
members is only balanced by other members who &xiThose who exit the
organization are those members who feature higharkeh chances and whose
opportunity cost of membership exceeds its utiliijie logical consequence of this
observation is that the organization is perform@isga market elevator, where weaker
members continuously enter whilst stronger memlssge it and return to the market
at a much improved position. This performance ofdhganization might be latent to
the observer at first sight. But if the two conaiits are fulfilled, namely a constant
number of members in the organization and a coatisumovement of members
“through” it, we can emanate from it that the orgation is playing a formidable role
in shaping and regulating the market environmeriisimvwhich it acts.
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