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I. Introduction

Conventional wisdom holds that religion and economics have little to do with one another.  The field of economics, generally, has been content with this divide.  But in recent years, there has been a burst of research on the economics of religion.
  This research applies the tools of economic analysis to religious phenomena, not to promote religion, but rather to understand the choices of those engaged in religious activity and to understand the allocation of resources for religious purposes.  This paper is in that grain.  It applies economic theory to analyze the size distribution of the local congregation (or church), which we treat as the religious counterpart of the firm. 


The iconic American church is a congregation of two hundred souls, located in a small New England community, and occupying a stand-alone building designed primarily for religious services.  Norman Rockwell embedded this image in the minds of millions of Americans.  In practice, churches, like firms, operate at very different scales.  Many congregations begin small, as a “house church,” or in a storefront location, or renting space at a local school.  Some congregations remain small and continue to meet in homes or rented facilities.  Others grow in economic stature and occupy a building/parking facility similar to many retail firms.  More recently, the so-called megachurch, with thousands in attendance, has gained notoriety.  

The difference in size and organizational complexity between a house church and a megachurch is enormous.  In the U.S., the difference probably is greater than the heterogeneity among business firms in a particular industry.  The principle questions we address are: why religious “firms” have such a wide size distribution; and in this diversity, is there an optimal size congregation?  Our study is limited to four major Protestant denominations in the U.S.  But the analysis we employ could be applied to other denominations and religious faiths.  We also ask: do megachurches exist as a result of exploiting economies of scale, or as we posit, are they more characterized by their utilization of economies of scope and the theory of the entrepreneur?  Apart from sociological and ecclesiological explanations, we suggest that the rise of the American megachurch can be described by the language of economics.

II. Stigler’s Survivor Technique


Industrial organization economists have studied the size distribution of business firms for many years (see, for example, Scherer, 1975; Carlton & Perloff, 2005, pp. 36-46).  The primary purpose is to understand the relationship between average costs and output for plants or firms in a given industry.
  Economic theory suggests that firms will differ in size because of economies of scale.  Firms able to exploit scale economies will be larger than those that do not.  Firms that become too large and cumbersome will suffer diseconomies of scale.  Textbooks illustrate this graphically by portraying the familiar U-shaped long-run average cost curve.  While the theory has been understood for some time, George J. Stigler claimed that “. . . the central concept of the theory – the firm of optimum size – has eluded confident measurement.” (1958, p. 54)  

An ingenious empirical test for estimating scale optimality is the survivor technique, which was developed by Stigler (1958).
  He argued that if firms of a particular size in a particular industry prosper over time (as measured by their market share), one could infer that firms of this size were exploiting economies of scale and avoiding any diseconomies.  Conversely, if firms of a particular size in an industry did not survive over time, firms of this size (by the same logic) must suffer from diseconomies of scale.  Market forces reward the former firms and attract new capacity of that scale; market forces penalize the latter firms, causing them to expand or contract to efficient scale or potentially exit the market.  Stigler set out to estimate scale economies and identify the optimal size firm for a variety of manufacturing industries (e.g., steel, automobiles, petroleum refining). 


Applying Stigler’s Darwinian logic to congregations, if large churches are more efficient than small churches, they should gain market share, either by attracting members away from small, higher-cost congregations or attracting new, previously unchurched attendees at “prices” small congregations cannot match.
  If large congregations are more cost-efficient, by survivor technique logic small churches either would have to grow in size or exit the market for religious services.  Before applying the Stiglerian survivor technique to a database of Protestant congregations, it is instructive to consider the cost structure of what we call a “representative congregation,” akin to a Marshallian “representative firm.”
  

II. A.  Congregations and Costs 

Most business firms experience declining costs, at least at low rates of output.  Their short-run average cost curves initially have a downward slope.  This is due to decreasing average fixed costs (i.e., “spreading the overhead”) and the application of Smithian specialization and division of labor.  Most congregations also experience short-run decreasing costs as membership and attendance grow (at least within a wide range of current operating capacity).  The marginal cost of one additional worshiper on Sunday morning, or one additional child in Sunday school or youth group, is likely to be small and will not change existing fixed costs.  Even when a church reaches the seating capacity of its worship area, the cost of adding an additional worship service, additional pastors, or a new sanctuary likely still generates cost economies, resulting in lower per-member or per-attendee costs.


One factor that can cause short-run average cost curves of some business firms to rise, and constrains the scale of these firms, is the increasing cost of transporting inputs to the firm’s location.  As the firm’s output increases, the requisite additional inputs may become more costly if they must be brought in from greater distances.  Congregations also may experience a size limitation due to transportation costs.  But in the case of religious firms, it is not the cost of transporting inputs to the church facility that raises average total cost.  It is the higher costs incurred by those who must travel long distances to attend the church.

II. B.  The Church and the Free Rider   


Robert Stonebraker (1993) is a pioneer in considering the optimal size of congregations.  He contends that churches, like business firms, commonly face declining costs with expanding output.  But he adds that decreasing costs do not tell the whole story about optimal congregational size.  Churches, Stonebraker explains, have a public goods element to them.  Payment for services is largely voluntary, so there exists the potential for free riders.  In the case of congregations, free riders are those agents who attend worship services, utilize congregational resources, partake in church-sponsored events, or send their children to youth group, but take a pass (both literally and figuratively) when the offering plate goes by.


The free rider problem presumably is smaller in churches that foster a sense of community and mutual interdependency.  Smaller churches also may be better positioned to utilize indoctrination and stigma to reduce free rider effects.  Nonetheless, Stonebraker argues that free riding cannot be eliminated, despite the effects of indoctrination and stigma, especially in churches with many members or attendees.  As a consequence, large congregations generally experience smaller per member giving than do smaller churches.  This is not surprising.  Individual members of large congregations may recognize that their contributions are not critical to the on-going survival of the church.  On the other hand, a member of a small church may shoulder more responsibility for the organization’s financial well-being, may be more knowledgeable about the financial needs of the church, or both.


“In short,” Stonebraker writes, “large congregations enjoy a theoretical edge in lower unit costs, but face a theoretical disadvantage in raising revenues.  If economies of scale lower unit costs faster than free-riding trims unit revenues, large congregations will generate more ministry per member,” (p. 232).  This phenomenon appears to play out in Stonebraker’s cost/revenue analysis, but begs the question: what exactly does “optimality” mean?
 
II. C.  What Is The Local Church Optimizing?

In economic theory, firms are assumed to maximize profits.  Is this true of congregations?  To an extent, yes.  At any given level of costs, church leaders would prefer more money in the collection plate than less (under the usual ceteris paribus conditions).  But profit maximization is not the sole economic objective of the church.  In practice, churches have a variety of objectives.  Some churches actively seek to grow through evangelism.
  Others focus on nurturing the piety of consumers already in attendance.  Still others emphasize the supply of community services by the church.  The beauty of the survivor technique is its simplicity and its ability to accommodate a wide range of organizational objectives.  Under the survivor technique, a firm is considered optimal simply by virtue of its being within the surviving size range.  

William G. Shepherd (1967) illuminates some of the major limitations associated with employing the survivor technique.  He writes, “The primary limitation is that the technique gives descriptive, not normative, estimates of ‘optimality’: it tells what is, not necessarily what is optimum or efficient in terms of social costs,” (p. 115).  According to Shepherd’s exegesis, the survivor technique could offer only a description of the “optimal” size church consistent with the methods of the technique and is not a means of determining optimality in the normative (presumably theological or ecclesiological) sense.
 

Shepherd cautions that survivor trends reflect more than the internal cost structures facing a firm; instead survivor analysis encompasses everything that affects plant size.  The survivor technique’s inclusiveness in this respect may be a decided advantage for predicting future trends, summarizing past trends, and other descriptive purposes, but proves a decisive limitation when making more specific judgments about internal cost structures and efficient scales.  In other words, survivor analysis bears out the aggregate effect of all variables that influence congregational size such as changes in local population densities as well as changes in the demand patterns and preferences for a particular faith, denomination, or worship experience.   

So far we have assumed that religion is a supply-side phenomenon, guided by the extent to which a particular church can produce ministry efficiently.  Clearly there are demand-side forces at work that also affect congregational scale, and all of which will influence the results of a survivor analysis.  Any method of accounting for shifts in local populations or changes in demand-related theological or liturgical preferences exceeds the scope of our analysis and the available data.  Our method leaves ample room for a more robust description of congregational economies of scale.  Indeed, our application of the survivor technique is “unavoidably an art, not a purely objective scientific process” in measuring cost optimality, heeding Shepherd’s caution to acknowledge non-cost influences that may drive congregations towards a wide range of surviving scales.   

In his discussion of the survivor technique, James Giordano (2003) sets out two criteria that firms must satisfy to be candidates for survivor analysis: “(1) they must be competitors in their output market, and (2) they must produce a substantially homogeneous product or product mix,” (p. 2).  For each of the four Protestant denominations we study, these criteria are largely met.

That churches are competitors in the output market seems evident.  Local congregations welcome (and even solicit) visitors from other churches.  Churches in the U.S. do not meet together and divide up the market.  Constitutionally protected religious freedom in the U.S. means entry barriers are minimal.  Giordano’s second criterion merits more attention.

At first glance, local churches may not seem to be marked by homogeneity.  There is variation in size, doctrinal beliefs, programs, and liturgical practices across Protestant congregations.  Indeed, to a regular church attendee with stable tastes in religion, (i.e. well engrained beliefs or preferences in liturgy), there may be considerable difference between two randomly drawn churches.  But that does not mean product heterogeneity precludes the application of the survivor analysis.  
While there are inframarginal consumers for particular brands of churches (just as there are for brands of automobiles and detergents), competition for the marginal member/attendee in churches bridges gaps in the chain of substitutes across congregations.  In other words, while there may be little competition between churches for the inframarginal consumer, there remains significant competition for the marginal consumer.  This allows churches to meet the second of Giordano’s criteria.    

Furthermore, obstacles to price discrimination reduce the economic consequences of product heterogeneity among churches.  Toyota and Ford may be able to discriminate in price if they can identify their loyalist (i.e., inframarginal) customers; Tide and All may, to some extent, be able to price discriminate among customers by the use of consumer coupons.  But it is difficult for a provider of religious service to discriminate in price if payment for services rendered is voluntary (as it is with most churches).  
In short, the inputs of land, labor and capital are similar enough across churches and denominations, as are the outputs in terms of “temporal bliss, social goods, deferred perpetuity and altered fate,” (Hull, 1989 p. 8) to satisfy the criterion of homogeneity.  Furthermore, for our analysis, we compare the scale of congregations within denominations, where denominational ties generate a greater degree of homogeneity.  We assume that intra-denominational congregations are more homogeneous than inter-denominational congregations.  In short, we assume that the criteria of competition and product homogeneity are satisfied.
 
III.  Congregational Size and Applying the Stigler Technique



The size of a business firm is conventionally measured by the dollar value of its assets, its sales, or its number of employees.  The comparable metrics for religious firms are the congregation’s assets, revenue (as measured by contributions and offerings), and membership (or, as an alternative, attendance at worship services).  Membership and attendance records provide the most accessible and intuitive measures of congregational size.  But there are pitfalls associated with using these measures as proxies for the size of the organization.


What constitutes “membership” differs across denominations and congregations.  Some congregations keep members on church rolls even though they may rarely, if ever, attend worship services.  Membership generally exceeds attendance for these congregations.  Membership numbers also may under-represent the size of a congregation.  Some churches, particularly those near universities or military bases, have individuals who regularly attend worship services but who never formally become members.  This also is true for urban churches serving congregations with many transients.  In these situations, attendance exceeds membership.  So-called “seeker friendly” churches in the suburbs also have attendance numbers that exceed membership numbers.  In addition, churches have various ways of defining membership, particularly with regard to whether the children of adult members are counted or not.  Finally, there is the problem of measurement error.  Congregational surveys, which we employ, by and large contain data gathered and reported by church secretaries or ushers, not professional statisticians.  We must concede the possibility of imprecision in the measurements, though we are unaware of any systematic bias in the data we use.  We make use of both membership and attendance data in examining economies of scale, because each reflects differing elements of the size of a local congregation.  

III. A.  Application of the Survivor Technique to the PCUSA
We begin our analysis by examining the scale and survival trends of churches in the Presbyterian Church in American (PCUSA).
  We adopt a modified Stiglerian survivor test in doing so.  Stigler aligned firms in a particular industry by size (measured by capacity) and estimated the share of industry output held by firms in the various size categories.  Firms of a size category whose market share was increasing were presumed to be of optimal size.  Our approach does not use, as the denominator, an “industry” or “market” for religious services.  We use the “output” (in terms of attendance and membership) of particular denominations as the base against which firm size is compared.  

The survivor test for the PCUSA is portrayed graphically in Figure 1 and numerically in Table 1.  Each cell (in bold) shows the percent of the total number of attendees at churches within a particular size range (or bin) in a given year.  By way of example, 14.4% of people who attended Sunday services at PCUSA churches in 2006 were in congregations of between 201 and 300 worshipers.  Put differently, churches of 201-300 attendees comprised 14.4% of the customer base for PCUSA services in 2006, (i.e. 152,306 out of 1,058,607 total average weekly PCUSA attendees).  Figure 1 and Table 1 enable the comparison of particular PCUSA size bins.  For example, the 1-100 bin made up 27.0% of the attending customer base while the largest bin 1000+ only accounted for 7.3% in 2006.

The analytical power of the survivor test rests on the ability to track changes in the share of individual size bins over time.  Presumably, size bins that expand over time are exploiting economies of scale; size ranges that are contracting over time are experiencing diseconomies of scale, (subject to a (2 test for statistical significance).  Table 1 allows a comparison of the changes in share of each size bin over time.  For example, churches in the 201-300 bin made up 16.4% of attendees in 1990 but shrunk by 2.0% to 14.4% by 2006.

Examining overall attendance trends for the PCUSA, we observe churches in the 1-100, 401-500, 751-1000, and 1000+ bins growing in share of total attendance.  The 101-200, 201-300, and 501-750 bins, on the other hand, experience drops in share of 2.8%, 2.6%, and 0.9% respectively, between the first and last years of the study.  These attendance trends for the PCUSA would suggest a different long run average cost curve than the customary U-shape.  Essentially, the data reflect an inverted U, where the survival of the smallest and largest bins suggests these congregational scales are of optimal size.  Again, this application of the Stigler test is based on attendance as the proxy for size.

These results for the PCUSA are the same when membership is used as the proxy for congregational size.  Our analysis is found in Figure 2 and Table 2.  With membership as the size metric, the smallest two bins, 1-100 and 101-200, experience a growth in membership share of 5.1% and 2.9% respectively, from 1985 to 2006.  The largest bin (which includes churches with membership greater than 2,000) experiences a growth of 2.1% in share of total membership.  In both instances, it is the smallest and the largest congregations that expand over time.

Before drawing any final conclusions from the data, two chi-squared ((2) tests for statistical significance were made to determine whether these distributional shifts are random fluctuations or the result of real growth or decline.  A (2 goodness of fit test between the observed and expected size distributions makes clear that year to year shifts in the overall attendance (membership) distributions are statistically significant.  A second (2 test shows whether, within annual changes in the overall distribution, individual size bins experience significant changes in market share over the years of the study.  Because of the large number of congregations in our database within each denomination, nearly all observable shifts in the overall distribution and shifts in the market shares of individual bins are statistically significant.  Because the sample size is large, even minimal distributional shifts or changes in the share of total attendance (membership) for individual size bins remain highly significant.
       

In the PCUSA, what may appear to be a bimodal optimality of small and large congregations actually may be the consequence of a different cause.  The PCUSA is a denomination faced with a secular decline in demand, its total membership having decreased by 24.3% from 1985 to 2005.
  If these losses were evenly spread across churches of every size category, there would necessarily be a decrease in the number of churches in the large bins and a corresponding increase in the share of those churches in the smaller size categories.  This could explain the rising number of congregations appearing in smaller bins: larger churches that are shrinking in membership or attendance and moving into a smaller bin.  In other words, what seems to be a migration of parishioners to smaller congregations may actually be the result of membership and attendance losses across the board.

Another reason for the growth in the number and market share of small churches is new entry.  Despite declines in overall PCUSA membership, there was a simultaneous increase in the overall or total number of churches (by 725 congregations).  New congregations, by definition, do not generally start with a large number of attendees, much less a large number of members.  A new church is “planted” typically with only a small number of attendees who decide, or are encouraged by a “parent” church (i.e., an established congregation), to begin a new, stand-alone congregation.
  New entry into the religious marketplace would increase the share of the smaller size bins.

As one of the “mainline” Protestant denominations, the PCUSA is primarily a collection of small scale churches.  The average size PCUSA congregation has 215 members and 120 attendees.  Congregations of less than 300 constitute the bulk of the denomination.  According to Table 2, the number of congregations of fewer than 100 members escalated from 3345 to 5244 during the period of 1985-2006.  Moreover, churches with 100 or fewer members rose from 32.6% of all PCUSA congregations to 48.3% in just over 20 years.  

III. B.  Application of the Survivor Technique to the Church of the Nazarene

The second denomination analyzed is the Church of the Nazarene (CN).
  A survivor analysis of scale economies for congregations in the CN yields different results than the PCUSA.  Unlike the mainline Presbyterian denomination, where both the smallest and the largest size bins grew in share, it is only the larger scale CN congregations (those congregations of 300 or more attendees) that have grown over time.  Congregations with more than 400 attendees (i.e. the largest four bins) more than doubled in their combined share of total CN attendance, expanding from 9.5% in 1980 to 20.4% in 2000.  All of the bins containing CN congregations of fewer than 300 average weekly attendees fell in share.

An economic interpretation of these results based on the survivor technique would suggest that congregations of 300 persons or more (in average weekly attendance) reflect the optimal size range for the CN.  The results are similar when membership is used as the metric for scale.  The largest three bins (those with 500 or more members) doubled in combined share of total membership, from 8.3% to 18.8% over the years of our analysis.  Even more notable is the increase in the number of congregations located in the largest two bins.  The number of congregations above the 750-member mark more than quadrupled, from 12 in 1980 to 52 in 2000.  Growth in the largest bins of the PCUSA is not nearly so pronounced.  

Whereas the PCUSA has experienced declines in total membership and attendance that contribute to the growth of the smallest bins, the growth of the CN (in both attendance and membership) may contribute to the observed growth of the largest bins. The CN has increased in average weekly attendance by 19.8% and increased in total membership by 41.2% from 1980 to 2000.  If these gains were spread evenly across churches of every size category, there would necessarily be an increase in the number of churches in the largest size categories and a corresponding increase in their share of total membership and attendance over and against smaller congregations.

III. C.  Application of the Survivor Technique to the Episcopal Church


The third denomination analyzed is the Episcopal Church in the U.S.A. (ECUSA).
  The results of our survivor analysis are similar to that of the PCUSA.  Again, the smallest bins and the largest bins exhibit growth in share of both total attendance and total membership relative to the middle sized congregations which declined.  According to attendance records, congregations having 100 or fewer weekly attendees grew by 2.3%, and congregations having greater than 500 attendees grew collectively by 1.7% from 1991 to 2006.  Congregations between 101 and 400 attendees dropped in share of total ECUSA attendance by 4.1% collectively.  

The same pattern prevails when membership is used to measure congregational size.  The three smallest bins, (i.e. churches having 300 or fewer members) grew by 2.6%, and the largest bin, (i.e. churches having 2001+ members) grew by 2.9%.  The ECUSA exhibits a large discrepancy between the size distribution of members and the size distribution of attendees.  Total membership in the ECUSA is more than two and a half times its average worship attendance throughout the years of our study.  While there are only 16 churches that exceed 1000 in weekly attendance, there are 77 that exceed 2000 in membership.  Earlier we explained why membership could exceed attendance, but in the ECUSA this disparity is exceptional.  


Like the PCUSA, the ECUSA also has faced a decline in demand for its services. The ECUSA as a whole experienced drops in attendance and in membership of 8.1% and 10.0% respectively, over the years of our study.  This decline is somewhat less severe than that of the PCUSA, and the overall size distribution of congregations changes very little.  Churches having 200 worshipers or less constituted 58.7% of total ECUSA attendees in 1991 and 58.3% in 2006.  Most of the 2.7% decline in share of the 101-200 bin apparently was accounted for by a 2.3% gain of the 1-100 bin, such that their combined share of total attendance changed very little from 1991 to 2006.  The other bins shifted by an amount less than 1% of total attendance over the analyzed years.  In short, the Episcopal Church is characterized by a predominance of smaller congregations.

III.D. Application of the Survivor Technique to the United Methodist Church


A survivor analysis of the United Methodist Church
 provides a final point of comparison in our study of optimal congregational size.  Like the PCUSA and the Episcopal Church, the UMC has experienced a declining in membership over the past 30 years, yet remains more than three times the size of the PCUSA in terms of both weekly worship attendance and membership.   As with the other three denominations in our study, the largest size bins for the UMC grew in share of total attendance and total membership over the years of the study.  Despite overall denominational decline, UMC congregations having greater than one thousand members grew from 1.9% to 8.6% of total UMC attendance from 1980 to 2006.  Unlike the PCUSA and the ECUSA, however, the smaller size bins shrunk in share of total attendance over the same 26-year period.  Churches with fewer than 400 average weekly attendees dropped by 11.8% in terms of their proportion of total UMC attendance.  

For the UMC, using membership as the metric for congregational size points to growth in the very bottom and the very top size categories ( much like the PCUSA and the ECUSA.  Only the single largest and the two smallest bins grew over the years of observation, while the share of total membership of mid-sized congregations contracted.  The bin containing congregations with more than 2000 members nearly doubled from 6.6% of total UMC membership to 12.9%, and the smallest two bins grew by a combined margin of 1.7%.  However, only the largest bin exhibited growth in terms of absolute membership, increasing by 393,507 members from 628,940 in 1980 to 1,022,447 in 2006.  Nonetheless, the UMC as a whole remains characterized by smaller congregations.  Nearly 90% of UMC congregations have fewer than 200 attendees and nearly 80% have fewer than 300 members
IV.  The Economics of the Megachurch

The religious counterpart of the term “big business” is the megachurch.  Megachurches are defined as “any Protestant congregation with a sustained average weekly attendance of 2000 persons or more in its worship.”
  Today there are over 1200 megachurches in America, up from 350 in 1990.
  Sociological explanations for the growth of megachurches include postmodernism, consumerism, and the commoditization of religion.  Without gainsaying the relevance of these hypotheses, we take a different tack, asking instead if there is an economic explanation for the megachurch.  We suggest there is.  

In seeking economic explanations for the megachurch, it is tempting to describe the small scale congregation as being like a local retailer; and to describe the megachurch as the religious counterpart of a big box retailer.  However, the analogy does not fit.  Big box retailers are generally homogeneous across geographic markets.  An AutoZone or Best Buy store in Lake Forest, California is similar to an AutoZone or Best Buy store in Houston.  But the most prominent megachurch in Lake Forest, California will have a different name or label than the most prominent megachurch in Houston.  The senior pastors of the two congregations will not follow exactly the same business plan.  Moreover, among megachurches, there is no common ownership or franchise across geographic markets.  While other churches may attempt to mimic the scale and scope of megachurches, the branding or franchising generally does not move from sales territory to sales territory.  Unlike Best Buy and AutoZone retailers that have sprung up across the country, there are no other megachurches called Lakewood Church and Saddleback Church except for the originals.  

The better economic analogy to account for the megachurch is the pastor as entrepreneur because the pastor of the megachurch shares characteristics of the business entrepreneur.  James B. Twitchell even calls the clergy who lead megachurches “pastorpreneurs.” (2007, p. 3)             

IV. A.  The Entrepreneur and the Megachurch  

The market system is characterized by episodes of innovation that offer new means of production, distribution, and consumption.  This process of replacing the old with new is what Schumpeter called “Creative Destruction.” (1942, p. 83)  In order to detect areas in the system where change might generate innovative solutions, one must be both perceptive and resourceful.  This is the role of the entrepreneur.  

The entrepreneur endeavors to offer a totally new set of products or services, usually produced in a fashion or form that no one has observed before.  According to Kirzner, the entrepreneurial process will necessarily target and correct existing flaws and weaknesses in the market system, which, in turn, strengthens the system as a whole and ensures its survival. (Kirzner, 1978; see also Sautet, 2000)  

The entrepreneur commonly displays notable personal traits.  Creative and tenacious, the entrepreneur does not give up easily when faced with setbacks.  While an entrepreneur may be responsible for what turns into a large corporation, she will often not fit gracefully within a bureaucracy.
  Because the entrepreneur must, by definition, swim upstream, he will often need passion and charisma to win others to his cause.  Big personalities often accompany the big ideas that alter the status quo, as is frequently the case when it comes to big churches.

Of the churches in the U.S. ranked as the largest megachurches, there is no single theological position, denominational affiliation, or liturgical practice that is common to all.  Apart from size, there is significant product heterogeneity within the very largest scale Protestant churches in the U.S.  This point can be illustrated by comparing two megachurches led by two of the most prominent megachurch pastors at the time of this writing: Joel Osteen and Rick Warren.  

Osteen and Warren both have the gift of “pastorpreneurship.”  Charismatic and well-spoken, they have succeeded in creating new “brands” of church that are valued by traditional churchgoers and “unchurched” people alike and, in so doing, have dramatically increased church attendance during their tenures.
  However, they have gone about this in very different ways.  

The two pastors do not share a common denominational heritage.  Osteen’s Lakewood Church in Houston, Texas, is independent (i.e., it belongs to no denomination).
  Warren’s church, Saddleback Church in Lake Forest, California, is affiliated with the Southern Baptist Convention.  Apart from pastoring megachurches, Osteen and Warren are both best-selling authors. (Osteen, 2007; Warren, 2002)  But neither book mimics the other.

Osteen attracts record numbers to his church by creating an experiential worship service that encourages attendees to tap into the power of their religion.  He motivates his listeners to “live your best life now” and “become a better you” while steering clear of any subject that is divisive or controversial.  Therefore, he avoids the topics of sin, judgment, and the cross of Christ in his sermons.  In contrast, Warren created Saddleback Church to be a hip, casual place for people who do not usually attend church.  Regularly preaching in short-sleeve Hawaiian shirts, he uses practical teaching rooted in Southern Baptist theology; sin, judgment, and the cross of Christ are common themes.  These two approaches amount to very different churches but similarly high numbers.

What is common structurally to most megachurches is the form of church government: governance generally is “congregational,” meaning there is little or no vertical authority over the local church itself.  Pastorpreneurs work best under congregational governance.  Under this form a church polity, a local church owns its own property; and hires (and fires) its own staff.  

By contrast, in the Presbyterian form of church government (as exemplified by the PCSUA), a group of geographically proximate congregations form a presbytery.  The presbytery exercises some authority over each local church.  The presbytery will have some control over the staffing of local congregations, and the General Assembly of the PCUSA holds some authority over presbyteries and the churches in those presbyteries.  

Megachurch pastors generally are involved in networks with other churches.  But unlike their PCUSA, UMC, ECUSA, and CN counterparts, the networks do not involve (or center upon) formal denominational structures.  The networks are flat, fluid, and usually organized digitally rather than through conferences, conventions, and assemblies.  For example, Bill Hybels is the pastor of Willow Creek Church, a non-denominational church in South Barrington, Illinois.
  Willow Creek Church is independent of any denominational affiliation.  But Hybels leads a loose-knit association of churches numbering over 10,000 congregations.  Rick Warren’s Saddleback Church is affiliated with the Southern Baptist Convention, but Warren is better known for building a network that enables him to communicate to over 100,000 pastors and lay people. (Fitzgerald, p. 30)

In the other mainline Protestant denominations, such as the UMC and the ECUSA, there is more vertical control over local clergy than is found in the governance of most megachurches.  For example, UMC bishops have governing authority over local congregations within a regional district.  In the ECUSA, bishops have some control over local congregations in a diocese.  

Dr. Joel C. Hunter, pastor of Northland Church in Orlando, Florida, illustrates the tension between the pastorpreneur and the pastor functioning within the conventional organizational structure of a mainline Protestant denomination.  Hunter began his ministerial career in the UMC as pastor of a conventionally sized Methodist congregation.  Over time, under his leadership, the congregation grew from 200 to over 1000, the second largest UMC church in Indiana.  But Hunter became, as he put it, “suspicious of establishment success.”  After praying and fasting, he accepted a call to Northland, a small independent church of about 200 congregants.  (Fitzgerald, p. 32)  Northland now has over 10,000 in attendance on a Sunday.  It is a prominent megachurch, and Hunter is a prominent pastor with a platform that reaches outside his Orlando church base.
   His story, and others like it, suggests that megachurch pastors function best without exogenously imposed bureaucratic structures – and in this regard parallels the experience of business entrepreneurs.  

An important economic implication of vertical control is its consequence for the ownership of church property.  Generally, in the PCUSA, the UMC, and the ECUSA, the local congregation does not own its own church property (even if current members and attendees are financially responsible for the property’s acquisition and maintenance).  In our sample, only the CN has a governance structure that allows local congregations generally to own their own church property.  When the local congregation owns the property, this reduces exit costs for the congregation from the denomination and enables a more entrepreneurial role on the part of the local pastor.
 

IV. B.  Economies of Scope and the Megachurch

A second economic explanation for the growth of megachurches is economies of scope.  Economies of scope are realized when a firm generates demand-side efficiencies in marketing and distribution that allow it to offer more products and services at lower costs.  In business, this concept is what makes product line extensions and family branding practices efficient.  If a firm succeeds in building a consumer base for one product—say, black hats—it utilizes economies of scope by producing the same hat in different colors, as well as by making hats of different styles and even different products, such as scarves and handbags.  If the firm can use manufacturing, advertising, and sales resources already in place to produce and market additional products under the same brand name, it can exploit economies of scope.

Likewise, megachurches take advantage of resources already in place for weekly church meetings by providing additional services that meet specific preferences of its congregation.  The large facilities needed to accommodate thousands of weekly churchgoers can be utilized throughout the week for small group meetings, counseling sessions, and social events.  Not only do such “side door” ministries meet the specialized demands of church members and attendees, they also build the intangible benefits of a sense of belonging and loyalty to the church community, all of which amounts to what the business world calls “customer equity.”
 

Side door ministries fall into four broad categories: social/recreational, educational, self-help, and service.  Osteen’s Lakewood Church boasts at least twenty different side door ministries including a financial ministry, a children’s ministry, and a creative arts ministry.  Churchgoers can consume childcare at zero price during every church service along with the opportunity to participate in and perform with the choir or the drama team.
 

Warren’s Saddleback Church offers a similar variety of small groups but places a higher emphasis on membership classes, baptism, service to the surrounding community, international missions, and global aid.
  Both churches cater to international audiences by providing Spanish translation at each worship service and ethnically oriented small groups, which accounts for the relatively high level of diversity in the congregations (Lakewood Church attracts whites, blacks, and Hispanics in almost equal numbers).

In sum, megachurches are like megamalls: they offer one-stop shopping.  Megachurches employ economies of scale and scope to such a degree that members can nearly consolidate all of their weekly activities in a single place: from aerobics to addiction support groups to tax preparation classes to improvisational comedy troupes.  On top of these offerings, megachurches often have multimedia-rich church services with professional quality music, lighting and streaming video.  These are features that the average American church of modest scale cannot match.

IV. C.  The Megachurch and the Presbyterian Church USA
Clearly, the PCUSA is not a denomination where, in Stiglerian terms, the megachurch is the optimal size congregation.   As a mainline Protestant denomination with over two-million members during the period 1990-2005, the number of individual congregations with more than 1,000 attendees has never been over 60.  Table 1 and Table 2 show that the megachurch does not characterize scale economies in the PCUSA.  Indeed, for this denomination, the iconic Norman Rockwell congregation is the norm.  The number of congregations with attendance under 100 has always been above 5,000 in number and represents the modal scale of operation.  The first three bins, on average, held 92% of the total number of PCUSA congregations during the period from 1990-2004.  The same picture prevails for membership.  PCUSA congregations with more than 2000 members have never numbered more than 75 during 1985-2004.  As mentioned earlier, congregations with less than 300 members remain the norm.

IV. D.  The Megachurch and the Church of the Nazarene


The median CN congregation increased from 134 to 162 attendees, (150 to 199 members) over the years of the study.  Despite more than doubling in share of average total weekly attendance, CN churches with over 1000 attendees account for less than 6% of total weekly attendance and only 17 congregations in 2000.  Likewise, CN churches with more than 1000 members account for less than 7% of total CN membership and only 27 congregations.  Only four congregations even qualified as megachurches according to attendance records in 2000.  Larger churches in the CN are indeed growing, but they are far from being the dominant scale for serving the denomination’s customer base.

IV. E.  The Megachurch and the Episcopal Church U.S.A.

Based on data going back to 1991, the Episcopal Church has not trended to larger congregational sizes, much less megachurches.  Only 16 ECUSA churches exceed 1000 average worshipers and only 34 congregations exceed 750.  The ECUSA has a mean attendance of 108 worshipers and a median congregation of 72.  Given the emphasis on liturgy and the relatively hierarchical polity of the Episcopal Church, the absence of megachurches is consistent with our characterization of the entrepreneurial element of the megachurch.  Of the three mainline denominations in our study, the Episcopal Church has the lowest percentage of megachurches, with no single congregation reporting an average attendance greater than 2000 in 2006.  
IV. F.  The Megachurch and the United Methodist Church

Among mainline Protestant denominations, the United Methodist Church has a significant number of megachurches.  In 2006, there were 31 congregations reporting 2000 or more persons in average weekly attendance in the UMC, with an average attendance of 3062.  The UMC ranks fifth in American Protestantism for the largest number of megachurches, behind nondenominational congregations, the Southern Baptist Convention, Baptist (unspecified), and Assemblies of God.
  About 5% of all megachurches are part of the UMC, and within the UMC, megachurches have grown from four congregations in 1980 to 31 in 2006.  The UMC demonstrates that megachurches can operate within the context of a mainline denomination that is neither congregational nor Presbyterian in polity.  Nonetheless, the growth of megachurches does not characterize the UMC as a whole.  The UMC has an average worship attendance of 99, and a median attendance of only 52.

IV. G.  Economics of the Megachurch: a postscript
Our study of the PCUSA, the CN, the ECUSA, and the UMC reveals that these denominations are not dominated by or characterized by megachurches.  Nor is there a trend suggesting that the majority of congregations in these denominations will become megachurch in stature.  In fact, the megachurch is a growing ecclesiastical phenomenon that, for the most part, sits outside mainline Protestantism.

Megachurches can adversely affect suboptimally sized congregations by drawing members and attendees from them.  But according to Scott Thumma, an early student of megachurches, they also may have spillover effects on smaller churches because megachurches “are viewed as trendsetters of the contemporary Christian world. . . . Even if a small congregation doesn’t desire to have a 3500 person worship service, they still look to the programmatic characteristics of the megachurch for clues about what their congregation should be doing.”

Some commentators have expressed concern about the growth of megachurches.   For example, Charles Trueheart has written, “The Next Church movement [meaning megachurch] makes many traditional church leaders, and many active Christians, nervous, because it implies a rejection of the tried and the once-true and the somehow holy; it also suggests to many people an unseemly market-driven approach to building the Kingdom of Heaven.”  But he adds: “. . . its obvious success in building congregations and communities alike is making many believers out of skeptics.” (1996, p. 152)  Peter Drucker has written that megachurches “ . . . are surely the most important social phenomenon in American society in the last 30 years.”  Drucker goes on: “There are now some 20,000 of them, and while traditional denominations have steadily declined, the megachurches have exploded.
  They have done so because they asked, “What is value?” to a nonchurchgoer and came up with answers the older churches had neglected. . . . . The greatest value to the thousands who now throng the megachurches—both weekdays and Sundays—is a spiritual experience rather than a ritual.” (1998, pp. 169-170)  
Setting aside sociological, theological, or liturgical concerns about the megachurch, from an economic standpoint, the organizational form is best explained by entrepreneurial activity (usually on the part of the senior pastor) and economies of scope, not scale.  If economies of scale were the predominant explanation, the congregational megachurch should, at least by the logic of the Stigler technique, be a more common model for the supply of religious services.

V.  Conclusion


Stigler referred to economies of scale as “a crucial element of the economic theory of social organization for it underlies every question of market organization . . . .” (Stigler, p. 54)  We make no such encompassing claim for studying scale economies in religious enterprises.  Some members/attendees of small congregations may value aspects of the smaller scale (e.g., greater sense of community; reduction in free riding).  Others may value the amenities of megachurches (e.g., larger set of side door ministries; more anonymity).  We recognize that a switch to larger congregational sizes could reflect a change in consumer preferences.  Robert Putnam writes of Bowling Alone (2000).  In this vein, large congregations may provide more anonymity for those who prefer to “bowl alone.”  Following Shepherd’s warning about the survivor technique as applied to the firm, we make no judgment as to social optimality of small versus large congregations.  

We also recognize that changes in population density may affect congregational sizes if congregants of the denominations we study are not evenly distributed across the country and there is a strong denominational loyalty in selecting a church.
  It also is possible that there are no economies or diseconomies of scale in congregational size.  If the LRATC curve is flat, differing congregational sizes simply would reflect changing preferences for the kind of church experience a denomination offers and not inefficiencies in size.  We do not offer this analysis as the final word.

Nonetheless, understanding changes in the size distribution of churches in the same denomination, and comparing these changes across denominations, is more than an exercise in descriptive statistics (though that itself may be useful).  Any concern that American Protestantism is becoming dominated by the equivalent of the big box retailer is not borne out by our analysis.  If the megachurch were some day to be the optimal size congregation for any of the denominations in our database, its scale advantages have yet to become apparent.  Instead, the economic explanation of the megachurch involves the theory of the entrepreneur and economies of scope.

Our research suggests that: (1) the Protestant denominations we studied are not characterized by megachurches; (2) the small congregation remains the core of the church experience for many members/attendees in these denominations; (3) an inverted LRATC curve appears to characterize the PCUSA, the ECUSA, and the UMC, and a declining LRATC curve characterizes the CN; and (4) within the general time frame of our studies (1985-2004), for each of the denominations we analyzed, there were no major changes in scale economies of churches within each denomination.   

Stigler claimed that the “most striking finding” in his analysis was the “wide range of optimum sizes – the long run marginal and average cost curves of the firm are customarily horizontal over a long range of sizes.” (Stigler, p. 71)  Our analysis of scale effects in congregations is similar.  Had Stigler studied the supply of Christian religion in the U.S., he no doubt would have been struck by the “wide range” of congregational sizes.  

Table 1

	PCUSA Survivorship Table (by Attendance)
	
	
	
	
	
	

	
	Total Attendance
	
	
	
	
	
	
	
	

	Year
	
	
	
	
	BINS
	
	
	
	

	
	(# Congregations)
	1-100
	101-200
	201-300
	301-400
	401-500
	501-750
	751-1000
	1001+

	
	1,200,022
	271,460
	333,975
	197,162
	123,939
	67,219
	91,497
	39,017
	75,753

	1990
	
	22.6%
	27.8%
	16.4%
	10.3%
	5.6%
	7.6%
	3.3%
	6.3%

	
	(9161)
	(5281)
	(2329)
	(801)
	(354)
	(150)
	(152)
	(46)
	(48)

	
	1,187,152
	291,602
	319,394
	181,251
	131,047
	68,140
	82,816
	44,407
	68,495

	1995
	
	24.6%
	26.9%
	15.3%
	11.0%
	5.7%
	7.0%
	3.7%
	5.8%

	
	(9414)
	(5695)
	(2220)
	(738)
	(375)
	(152)
	(138)
	(52)
	(44)

	
	1,180,688
	283,988
	302,976
	173,967
	115,983
	80,311
	91,826
	43,102
	88,535

	2000
	
	24.1%
	28.0%
	16.1%
	10.7%
	7.4%
	8.5%
	4.0%
	8.2%

	
	(9398)
	(5796)
	(2121)
	(709)
	(333)
	(180)
	(152)
	(50)
	(57)

	
	1,089,006
	288,657
	267,107
	158,288
	105,717
	67,460
	81,965
	43,853
	75,959

	2005
	
	26.5%
	24.5%
	14.5%
	9.7%
	6.2%
	7.5%
	4.0%
	7.0%

	
	(9224)
	(6006)
	(1887)
	(640)
	(303)
	(150)
	(136)
	(51)
	(51)

	
	1,058,607
	285,691
	256,774
	152,306
	108,514
	63,119
	71,195
	43,938
	77,070

	2006
	
	27.0%
	24.3%
	14.4%
	10.3%
	6.0%
	6.7%
	4.2%
	7.3%

	
	(9058)
	(5959)
	(1810)
	(618)
	(312)
	(141)
	(117)
	(51)
	(50)


Figure 1
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Table 2

	PCUSA Survivorship Table (by Membership)
	 
	
	
	
	
	
	
	

	
	Total Members
	
	
	
	
	
	
	
	
	
	

	Year
	
	
	
	
	
	BINS
	
	
	
	
	

	
	(#Congregations)
	1-100
	101-200
	201-300
	301-400
	401-500
	501-750
	751-1000
	1001-1500
	1501-2000
	2001+

	
	2,901,147
	189,651
	368,877
	347,954
	301,698
	246,049
	459,907
	285,502
	307615
	183565
	210,329

	1985
	
	6.5%
	12.7%
	12.0%
	10.4%
	8.5%
	15.9%
	9.8%
	10.6%
	6.3%
	7.2%

	
	(10261)
	(3345)
	(2549)
	(1418)
	(871)
	(551)
	(759)
	(331)
	(255)
	(108)
	(74)

	
	2,760,927
	210,015
	370,687
	342,204
	296,779
	231,449
	418,499
	250,493
	282058
	150524
	208,219

	1990
	
	7.6%
	13.4%
	12.4%
	10.7%
	8.4%
	15.2%
	9.1%
	10.2%
	5.5%
	7.5%

	
	(10476)
	(3780)
	(2554)
	(1391)
	(858)
	(518)
	(692)
	(292)
	(233)
	(88)
	(70)

	
	2,610,781
	225,188
	380,306
	321,216
	278,936
	215,811
	386,403
	218,079
	244657
	142290
	197,895

	1995
	
	8.6%
	14.6%
	12.3%
	10.7%
	8.3%
	14.8%
	8.4%
	9.4%
	5.5%
	7.6%

	
	(10666)
	(4188)
	(2628)
	(1310)
	(808)
	(485)
	(638)
	(256)
	(206)
	(83)
	(64)

	
	2,505,187
	242,973
	370,612
	320,923
	253,475
	198,492
	356,719
	210,144
	214586
	130564
	206,699

	2000
	
	9.7%
	14.8%
	12.8%
	10.1%
	7.9%
	14.2%
	8.4%
	8.6%
	5.2%
	8.3%

	
	(10861)
	(4653)
	(2566)
	(1304)
	(734)
	(443)
	(595)
	(246)
	(177)
	(76)
	(67)

	
	2,313,481
	261,326
	356,755
	288,815
	222,430
	177,078
	315,854
	168,612
	211701
	104629
	206,281

	2005
	
	11.3%
	15.4%
	12.5%
	9.6%
	7.7%
	13.7%
	7.3%
	9.2%
	4.5%
	8.9%

	
	(10929)
	(5191)
	(2490)
	(1183)
	(643)
	(398)
	(525)
	(196)
	(175)
	(61)
	(67)

	
	2,266,808
	262,685
	354,505
	274,339
	224,601
	171,091
	301,952
	166,703
	201131
	99628
	210,173

	2006
	
	11.6%
	15.6%
	12.1%
	9.9%
	7.5%
	13.3%
	7.4%
	8.9%
	4.4%
	9.3%

	
	(10859)
	(5244)
	(2472)
	(1120)
	(650)
	(385)
	(502)
	(192)
	(166)
	(59)
	(69)


Figure 2
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Table 3

	CN Survivorship Table (by Attendance)
	
	
	
	
	
	
	

	 
	Total Attendance
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Year
	 
	 
	 
	 
	BINS
	 
	 
	 
	 
	 
	 

	 
	(# Congregations)
	1-50
	51-100
	101-150
	151-200
	201-300
	301-400
	401-500
	501-750
	750-1000
	1001+

	 
	414,374
	48,719
	103,784
	77,806
	55,053
	58,958
	30,683
	11,231
	14,561
	2,648
	10,931

	1980
	
	11.8%
	25.0%
	18.8%
	13.3%
	14.2%
	7.4%
	2.7%
	3.5%
	0.6%
	2.6%

	 
	(4268)
	(1492)
	(1431)
	(634)
	(310)
	(248)
	(93)
	(25)
	(25)
	(3)
	(7)

	 
	455,591
	56,224
	109,752
	85,257
	55,400
	63,171
	30,510
	17,507
	17,721
	4,835
	15,214

	1985
	
	12.3%
	24.1%
	18.7%
	12.2%
	13.9%
	6.7%
	3.8%
	3.9%
	1.1%
	3.3%

	 
	(4706)
	(1754)
	(1507)
	(692)
	(312)
	(267)
	(91)
	(39)
	(29)
	(6)
	(9)

	 
	463,859
	58,962
	110,852
	81,752
	55,018
	63,759
	34,069
	13,301
	26,243
	4,212
	15,691

	1990
	
	12.7%
	23.9%
	17.6%
	11.9%
	13.7%
	7.3%
	2.9%
	5.7%
	0.9%
	3.4%

	 
	(4859)
	(1880)
	(1535)
	(672)
	(316)
	(267)
	(101)
	(30)
	(43)
	(5)
	(10)

	 
	471401
	57592
	112029
	81248
	49694
	61899
	37622
	17289
	23529
	11598
	18901

	1995
	
	12.2%
	23.8%
	17.2%
	10.5%
	13.1%
	8.0%
	3.7%
	5.0%
	2.5%
	4.0%

	 
	(4835)
	(1857)
	(1557)
	(664)
	(282)
	(259)
	(112)
	(39)
	(39)
	(14)
	(12)

	 
	496,283
	56,301
	106,093
	73,643
	54,959
	65,183
	39,081
	26,686
	35,070
	12,693
	26,574

	2000
	
	11.3%
	21.4%
	14.8%
	11.1%
	13.1%
	7.9%
	5.4%
	7.1%
	2.6%
	5.4%

	 
	(4752)
	(1838)
	(1469)
	(597)
	(313)
	(266)
	(118)
	(60)
	(59)
	(15)
	(17)


Figure 3
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Table 4

	CN Survivorship Table (by Membership)
	
	
	
	
	
	
	

	Year
	Total Members
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	BINS
	 
	 
	 
	 
	 
	 

	 
	(#Congregations)
	1-50
	51-100
	101-150
	151-200
	201-300
	301-400
	401-500
	501-750
	750-1000
	1001+

	 
	447,026
	47,521
	97,893
	78,804
	54,412
	65,667
	40,946
	24,818
	20,532
	2,460
	13,973

	1980
	
	10.6%
	21.9%
	17.6%
	12.2%
	14.7%
	9.2%
	5.6%
	4.6%
	0.6%
	3.1%

	 
	(4313)
	(1519)
	(1344)
	(643)
	(305)
	(280)
	(119)
	(56)
	(35)
	(3)
	(9)

	 
	512,493
	51,395
	105,960
	83,664
	65,229
	74,207
	42,663
	33,237
	32,577
	6,004
	17,557

	1985
	
	10.0%
	20.7%
	16.3%
	12.7%
	14.5%
	8.3%
	6.5%
	6.4%
	1.2%
	3.4%

	 
	(4810)
	(1694)
	(1472)
	(685)
	(376)
	(311)
	(126)
	(75)
	(54)
	(7)
	(10)

	 
	563,063
	54,178
	109,602
	87,697
	67,517
	83,750
	49,982
	35,561
	34,864
	17,074
	22,838

	1990
	
	9.6%
	19.5%
	15.6%
	12.0%
	14.9%
	8.9%
	6.3%
	6.2%
	3.0%
	4.1%

	 
	(5048)
	(1775)
	(1504)
	(714)
	(382)
	(355)
	(147)
	(80)
	(58)
	(21)
	(12)

	 
	598,217
	50,419
	109,205
	93,431
	68,293
	93,376
	52,238
	37,800
	39,619
	19,960
	33,876

	1995
	
	8.4%
	18.3%
	15.6%
	11.4%
	15.6%
	8.7%
	6.3%
	6.6%
	3.3%
	5.7%

	 
	(5000)
	(1615)
	(1503)
	(761)
	(382)
	(392)
	(149)
	(86)
	(67)
	(24)
	(21)

	 
	631,081
	45,984
	105,795
	91,855
	73,959
	87,748
	69,535
	37,617
	53,656
	21,322
	43,610

	2000
	
	7.3%
	16.8%
	14.6%
	11.7%
	13.9%
	11.0%
	6.0%
	8.5%
	3.4%
	6.9%

	 
	(4937)
	(1510)
	(1461)
	(748)
	(418)
	(366)
	(207)
	(85)
	(90)
	(25)
	(27)


Figure 4
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Table 5

	ECUSA Survivorship Table (by Attendance)
	 
	 
	 
	 
	 

	 
	Total Attendance
	
	
	
	
	
	
	
	

	Year
	
	
	
	
	
	BINS
	
	
	

	 
	(# Congregations)
	1-100
	101-200
	201-300
	301-400
	401-500
	501-750
	751-1000
	1001+

	 
	833,079
	210,374
	278,575
	146,516
	78,715
	42,665
	46,810
	11,942
	17,482

	1991
	
	25.3%
	33.4%
	17.6%
	9.4%
	5.1%
	5.6%
	1.4%
	2.1%

	 
	(7233)
	(4259)
	(1936)
	(607)
	(230)
	(95)
	(79)
	(14)
	(13)

	 
	828,227
	207,600
	280,073
	145,352
	78,604
	36,556
	48,105
	18,083
	13,854

	1995
	
	25.1%
	33.8%
	17.5%
	9.5%
	4.4%
	5.8%
	2.2%
	1.7%

	 
	(7292)
	(4300)
	(1968)
	(601)
	(228)
	(82)
	(81)
	(21)
	(11)

	 
	847,371
	206,257
	263,817
	155,973
	77,898
	43,755
	63,003
	15,651
	21,017

	2000
	
	24.3%
	31.1%
	18.4%
	9.2%
	5.2%
	7.4%
	1.8%
	2.5%

	 
	(7248)
	(4282)
	(1853)
	(648)
	(227)
	(99)
	(106)
	(18)
	(15)

	 
	781,468
	211,395
	234,874
	138,519
	71,582
	36,984
	51,489
	13,351
	23,274

	2005
	
	27.1%
	30.1%
	17.7%
	9.2%
	4.7%
	6.6%
	1.7%
	3.0%

	 
	(7124)
	(4469)
	(1667)
	(578)
	(208)
	(83)
	(86)
	(16)
	(17)

	 
	765,326
	210,853
	235,472
	127,670
	68,328
	40,092
	47,477
	14,949
	20,485

	2006
	
	27.6%
	30.8%
	16.7%
	8.9%
	5.2%
	6.2%
	2.0%
	2.7%

	 
	(7084)
	(4489)
	(1661)
	(530)
	(199)
	(91)
	(80)
	(18)
	(16)


Figure 5
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Table 6

	ECUSA Survivorship Table (by Membership)
	 
	 
	 
	 
	 
	 
	 

	 
	Total Members
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Year
	 
	 
	 
	 
	 
	BINS
	 
	 
	 
	 
	 

	 
	(#Congregations)
	1-100
	101-200
	201-300
	301-400
	401-500
	501-750
	751-1000
	1001-1500
	1501-2000
	2001+

	 
	2,394,691
	109,066
	239,679
	246,543
	248,777
	216,152
	417,212
	281,149
	287,541
	161,919
	186,653

	1990
	 
	4.6%
	10.0%
	10.3%
	10.4%
	9.0%
	17.4%
	11.7%
	12.0%
	6.8%
	7.8%

	 
	(7260)
	(2010)
	(1633)
	(1000)
	(715)
	(484)
	(687)
	(327)
	(242)
	(97)
	(65)

	 
	2,387,309
	107,508
	237,745
	257,133
	249,778
	212,348
	419,209
	291,169
	256,533
	156,405
	199,481

	1995
	 
	4.5%
	10.0%
	10.8%
	10.5%
	8.9%
	17.6%
	12.2%
	10.7%
	6.6%
	8.4%

	 
	(7288)
	(2025)
	(1628)
	(1045)
	(717)
	(473)
	(690)
	(336)
	(216)
	(91)
	(67)

	 
	2,312,493
	111,271
	243,108
	244,806
	232,922
	222,703
	381,453
	252,250
	278,695
	118,357
	226,928

	2000
	 
	4.8%
	10.5%
	10.6%
	10.1%
	9.6%
	16.5%
	10.9%
	12.1%
	5.1%
	9.8%

	 
	(7238)
	(2122)
	(1660)
	(997)
	(670)
	(498)
	(624)
	(292)
	(228)
	(70)
	(77)

	 
	2,194,164
	119,524
	243,871
	224,809
	221,225
	190,516
	364,541
	221,265
	241,109
	131,118
	236,186

	2005
	 
	5.4%
	11.1%
	10.2%
	10.1%
	8.7%
	16.6%
	10.1%
	11.0%
	6.0%
	10.8%

	 
	(7109)
	(2258)
	(1660)
	(911)
	(640)
	(426)
	(602)
	(255)
	(201)
	(77)
	(79)

	 
	2,154,572
	119,640
	239,244
	231,875
	217,255
	179,582
	353,385
	218,556
	232,031
	132,905
	230,099

	2006
	 
	5.6%
	11.1%
	10.8%
	10.1%
	8.3%
	16.4%
	10.1%
	10.8%
	6.2%
	10.7%

	 
	(7071)
	(2279)
	(1640)
	(938)
	(628)
	(401)
	(584)
	(252)
	(193)
	(79)
	(77)


Figure 6
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Table 7

	UMC Survivorship Table (by Attendance)
	 
	
	
	
	
	

	Year
	Total Attendance
	 
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	BINS
	 
	 
	 

	 
	(# Congregations)
	1-100
	101-200
	201-300
	301-400
	401-500
	501-750
	751-1000
	1001+

	 
	3,586,915
	 1,204,607 
	 1,007,862 
	 540,364 
	 325,551 
	 172,452 
	 192,362 
	 74,002 
	 69,715 

	1980
	
	33.6%
	28.1%
	15.1%
	9.1%
	4.8%
	5.4%
	2.1%
	1.9%

	 
	(37291)
	(26153)
	(7115)
	(2227)
	(944)
	(387)
	(326)
	(88)
	(51)

	 
	3,501,847
	 1,193,595 
	 958,189 
	 504,527 
	 306,020 
	 175,306 
	 201,384 
	 83,116 
	 79,710 

	1985
	 
	34.1%
	27.4%
	14.4%
	8.7%
	5.0%
	5.8%
	2.4%
	2.3%

	 
	(37015)
	(26379)
	(6786)
	(2078)
	(887)
	(393)
	(339)
	(98)
	(55)

	 
	3,465,237
	 1,153,902 
	 918,290 
	 484,766 
	 304,771 
	 190,605 
	 225,753 
	 78,140 
	 109,010 

	1990
	 
	33.3%
	26.5%
	14.0%
	8.8%
	5.5%
	6.5%
	2.3%
	3.1%

	 
	(36519)
	(26172)
	(6501)
	(1993)
	(885)
	(427)
	(377)
	(91)
	(73)

	 
	3,426,185
	 1,119,846 
	 860,114 
	 474,282 
	 304,407 
	 187,411 
	 240,592 
	 104,081 
	 135,452 

	1995
	 
	32.7%
	25.1%
	13.8%
	8.9%
	5.5%
	7.0%
	3.0%
	4.0%

	 
	(35708)
	(25776)
	(6066)
	(1947)
	(888)
	(421)
	(402)
	(122)
	(86)

	 
	3,487,690
	 1,094,542 
	 789,905 
	 476,516 
	 303,810 
	 206,887 
	 275,599 
	 114,329 
	 226,102 

	2000
	 
	31.4%
	22.6%
	13.7%
	8.7%
	5.9%
	7.9%
	3.3%
	6.5%

	 
	(34905)
	(25277)
	(5589)
	(1961)
	(881)
	(463)
	(457)
	(134)
	(143)

	 
	3,344,737
	 1,057,716 
	 723,925 
	 434,123 
	 267,179 
	 181,594 
	 285,738 
	 113,243 
	 281,219 

	2005
	 
	31.6%
	21.6%
	13.0%
	8.0%
	5.4%
	8.5%
	3.4%
	8.4%

	 
	(33828)
	(24969)
	(5114)
	(1781)
	(775)
	(408)
	(473)
	(131)
	(177)

	 
	3,317,137
	 1,052,466 
	 712,526 
	 431,738 
	 260,222 
	 177,277 
	 275,378 
	 120,622 
	 286,908 

	2006
	 
	31.7%
	21.5%
	13.0%
	7.8%
	5.3%
	8.3%
	3.6%
	8.6%

	 
	(33647)
	(24905)
	(5038)
	(1772)
	(755)
	(398)
	(460)
	(140)
	(179)


Figure 7
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Table 8

	UMC Survivorship Table (by Membership)
	 
	
	
	
	
	
	
	

	Year
	Total Members
	 
	 
	
	 
	 
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	BINS
	 
	 
	 
	 
	 

	 
	(#Congregations)
	1-100
	101-200
	201-300
	301-400
	401-500
	501-750
	751-1000
	1001-1500
	1501-2000
	2001+

	 
	9,477,026
	857,364
	1,272,398
	1,077,943
	929,541
	754,988
	1,377,692
	937,170
	1,067,441
	573,549
	628,940

	1980
	 
	9.0%
	13.4%
	11.4%
	9.8%
	8.0%
	14.5%
	9.9%
	11.3%
	6.1%
	6.6%

	 
	(38398)
	(15964)
	(8867)
	(4385)
	(2688)
	(1687)
	(2271)
	(1089)
	(891)
	(337)
	(219)

	 
	9,146,033
	857,955
	1,232,061
	1,066,547
	877,229
	753,183
	1,309,728
	876,124
	992,892
	499,938
	680,376

	1985
	 
	9.4%
	13.5%
	11.7%
	9.6%
	8.2%
	14.3%
	9.6%
	10.9%
	5.5%
	7.4%

	 
	(37830)
	(16184)
	(8572)
	(4333)
	(2537)
	(1678)
	(2161)
	(1011)
	(827)
	(292)
	(235)

	 
	8,808,496
	857,601
	1,204,266
	1,030,617
	849,045
	694,341
	1,276,983
	769,689
	924,294
	457,175
	744,485

	1990
	 
	9.7%
	13.7%
	11.7%
	9.6%
	7.9%
	14.5%
	8.7%
	10.5%
	5.2%
	8.5%

	 
	(37265)
	(16393)
	(8369)
	(4192)
	(2452)
	(1557)
	(2114)
	(895)
	(775)
	(267)
	(251)

	 
	8,493,687
	837,995
	1,173,139
	986,175
	820,522
	668,177
	1,229,865
	728,955
	826,918
	425,663
	796,278

	1995
	 
	9.9%
	13.8%
	11.6%
	9.7%
	7.9%
	14.5%
	8.6%
	9.7%
	5.0%
	9.4%

	 
	(36332)
	(16240)
	(8149)
	(4002)
	(2367)
	(1495)
	(2035)
	(846)
	(689)
	(248)
	(261)

	 
	8,292,806
	830,650
	1,148,958
	936,456
	771,997
	643,895
	1,156,993
	703,554
	756,017
	436,707
	907,579

	2000
	 
	10.0%
	13.9%
	11.3%
	9.3%
	7.8%
	14.0%
	8.5%
	9.1%
	5.3%
	10.9%

	 
	(35467)
	(16084)
	(8015)
	(3806)
	(2226)
	(1441)
	(1913)
	(817)
	(625)
	(257)
	(283)

	 
	7,995,866
	821,816
	1,107,953
	884,513
	719,670
	609,421
	1,049,997
	645,640
	734,188
	417,249
	1,005,419

	2005
	 
	10.3%
	13.9%
	11.1%
	9.0%
	7.6%
	13.1%
	8.1%
	9.2%
	5.2%
	12.6%

	 
	(34400)
	(15983)
	(7733)
	(3606)
	(2081)
	(1366)
	(1730)
	(752)
	(609)
	(244)
	(296)

	 
	7,932,014
	817,216
	1,093,904
	889,594
	692,788
	613,623
	1,021,271
	645,031
	725,241
	410,899
	1,022,447

	2006
	 
	10.3%
	13.8%
	11.2%
	8.7%
	7.7%
	12.9%
	8.1%
	9.1%
	5.2%
	12.9%

	 
	(34137)
	(15907)
	(7654)
	(3628)
	(2005)
	(1374)
	(1685)
	(749)
	(598)
	(239)
	(298)


 Figure 8
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� For insightful surveys and contributions to this economic genre, see Iannaccone (1998, 2005), McCleary and Barro (2006), Friedman (2005), and Ekelund, Hébert and Tollison (2006).  See also Symposium: The Economics of Religion (2005) papers by Iannaccone, Neal, Boettke, and McCloskey.  For a recent textbook treatment combining Christianity and economic principles, see Claar and Klay (2007).  


�  Scale economies may be studied at the level of the plant (most common) or the firm (which may operate more than one plant).  Because the distinction does not concern us in this paper, we use “firm” throughout.  


�  Stigler locates the first appearance of the survivor concept as a way of understanding economies of scale in J.S. Mill’s Principles of Political Economy and later in Alfred Marshall’s Principles of Economics (See Stigler, 1958, pp. 55-56).  Stigler, however, is the first to apply the concept systematically – and to give the principle its name, the “survivor technique.”  See also Saving (1961).  Alternative attempts to measure scale economies have involved estimating costs and rates of return for different size firms.  The advantage of the survivor technique is that it skirts intractable problems of measuring these variables.


� The price of belonging to a particular congregation is not only monetary, but also the time (ritual, etc) associated with attendance. 


� KGE


� Israel Kirzner points out that for Orthodox synagogues, where travel by automobile is prohibited on the Jewish Sabbath, there is a “built-in limitation on the number of congregants.” (private correspondence dated 10/28/08)


�  To Stigler, optimality was more than simply producing at low unit costs.  He also claimed that, for business firms, the survivor technique encompassed all the problems that threatened the viability of a business firm.  The optimal firm was the one that was able to handle and survive “strained labor relations, rapid innovation, government regulation, unstable foreign markets, and what not.” (Stigler, p. 56).


� This kind of church has its business parallel in the sales maximizing firm.  See Baumol, (1959).  In his study of the church as firm, Allen asks a related question: what accounts for the “huge variance in hierarchy across different churches?” (1995, p. 98). 


�  We do not think Stigler would disagree.  In his article, Stigler acknowledges that the survivor technique reveals size optimality only in terms of private costs (p. 54) and not “social efficiency” which may “arise from possession of monopoly power, undesirable labor practices, discriminatory legislation, etc.  The survivor technique is not directly applicable to the determination of the socially optimum size of enterprise . . . The socially optimum firm is fundamentally an ethical concept . . . .” (p. 56).


� We do not cover the terrain, already explored by others who also treat churches as firms, as to how product differentiation in the religious market affects output (or church membership).  See Hull and Bold (1998) and the literature cited therein on this subject.


� The Presbyterian Church (USA) is the largest of several Presbyterian denominations and was formed in 1983 by the merger of the Presbyterian Church U.S. (PCUS, sometimes called the “Southern Presbyterian” church) and the United Presbyterian Church USA (the UPCUSA, sometimes called the “Northern Presbyterian” church).  The PCUSA expresses the faith of the reformed theological tradition, having its roots in the French Protestant reformer, John Calvin and the Scottish clergyman and leader of the Protestant Reformation, John Knox.  The PCUSA has a representative form of government with four levels: the session (at the congregational level), the presbytery, the synod, and the General Assembly (at the national level). See � HYPERLINK "http://www.pcusa.org" ��www.pcusa.org� (visited 4/12/08).


� Although both (2 tests were applied to the survivor tests of each denomination, we do not include the values of the test statistics in our tabular presentation of the results.  Because of their significance in every case, statistical analysis adds very little to our presentation, though it is an integral component of survivor analysis generally.


� See � HYPERLINK "http://www.pcusa.org/research/reports/trends.htm" ��www.pcusa.org/research/reports/trends.htm�. 


� The planting of new churches can muddy the application of the survivor technique, especially when the denomination (or a parent church) subsidizes new congregations.  These subsidies, which are often used towards a pastor’s salary or worship space, could allow for a suboptimal congregation to survive beyond its means. 


� The Church of the Nazarene was founded in 1908 by Phineas Bresee during the Holiness movement and is in the Wesleyan tradition of American Protestantism.  The CN is evangelical in stance, striving to follow the call of the Great Commission to evangelize non-believers.  And it is a holiness church, claiming that Christians can experience victory over sin in this life through the indwelling of the Holy Spirit.  In the case of church governance, the CN employs a compromise of episcopal and congregational polities in order to find a “middle ground so as to retain the spirit of democracy and at the same time retain a degree of efficiency.”  See � HYPERLINK "http://www.nazarene.org" ��www.nazarene.org� (visited 4/12/08).





� The Episcopal Church U.S.A was formed in breaking with the Church of England during the American Revolution.  The ECUSA remains a member of the world wide Anglican Communion, headed by the Archbishop of Canterbury, though it retains an overriding governing authority over itself.  The Episcopal Church considers itself to be the middle way between Catholicism and Protestantism, having theological, liturgical, and organizational elements of each.  With respect to governance, the Episcopal Church is organized into a number of dioceses, which form the principal unit of ministry and headed by a Diocesan Bishop.  Every nine years the Church elects a Presiding Bishop who presides over the House of Bishops (the national governing body of the ECUSA), and represents the Episcopal Church in the greater Anglican Communion.  See � HYPERLINK "http://www.episcopalchurch.org" ��www.episcopalchurch.org� (visited 5/9/08).  





� The United Methodist Church is both the largest Methodist denomination, the largest mainline church in the United States, and the third largest Christian church overall in the U.S.  The UMC was formed in 1968 with the merger of The Methodist Church and the Evangelical United Brethren Church, but has its main origin in John Wesley’s Methodist Movement.  At the top, UMC governance is organized in much the same way as the U.S. government, having a General Conference, Council of Bishops, and Judicial Council.   Annual Conferences provide the basic unit of organization, much like diocese in the Episcopal Church.  See � HYPERLINK "http://www.umc.org" ��www.umc.org� (visited 4/28/2008).


� As defined by the Hartford Institute for Religion Research.  The Hartford Institute reports that the megachurches in its survey database had average weekly worship attendance of 3857 persons.  Several megachurches averaged more than 6000 attendees per week.  While all megachurches are by definition large, most megachurches continue to grow.  The Institute’s website offers information, data, and a bibliography on the megachurch.  See � HYPERLINK "http://hirr.hartsem.edu/megachurch/definition.html" ��http://hirr.hartsem.edu/megachurch/definition.html� (visited 4/28/2008).        


� See � HYPERLINK "http://hirr.hartsem.edu/megachurch/definition.html" ��http://hirr.hartsem.edu/megachurch/definition.html� (visited 4/28/2008).


�  Just as Bill Gates of Microsoft or Larry Ellison of Oracle would not fit in gracefully at IBM or GM, the pastor of the megachurch would not fit gracefully into a denominational bureaucracy.   


� Warren started Saddleback Church literally from scratch, and now there are over 20,000 weekly attendees. (See � HYPERLINK "http://www.saddleback.com" ��www.saddleback.com�, “The Saddleback Story.”)  Osteen increased Lakewood attendance five-fold when he took over after his father’s death.  Now, weekly attendees number 38,000. (See � HYPERLINK "http://www.lakewood.cc" ��www.lakewood.cc�.)


� See � HYPERLINK "http://www.lakewood.cc" ��www.lakewood.cc� (visited 4/25/08).


� See � HYPERLINK "http://www.willowcreek.org" ��www.willowcreek.org�. 


� See � HYPERLINK "http://www.northlandchurch.net" ��www.northlandchurch.net�. 


� Ekelund, Tollison and Vasilescu apply the economic concept of the entrepreneur to the origins of Christianity (2008).  Specifically, they describe the early Christian missionaries as “religious entrepreneurs” (pp. 10-15).


� “Customer equity” encompasses the long-term value of a product and brand to a consumer, including tangible benefits such as brand loyalty and retention rate. 


� See � HYPERLINK "http://www.lakewood.cc" ��www.lakewood.cc� under “Ministries” (visited 4/25/08).


� See � HYPERLINK "http://www.saddlebackfamily.com" ��www.saddlebackfamily.com� (visited 4/28/08).


� See Axtman (2003). 


� A question we do not explore is how megachurches finance their side door ministries.  If there are user fees for these services, this may explain how congregations of this size overcome free rider problems that otherwise would seem to limit church size and growth.  Megamalls, of course, avoid free riding by charging for goods and services at each firm a customer patronizes.


� The Hartford Institute.  See � HYPERLINK "http://hirr.hartsem.edu/megachurch/definition.html" ��http://hirr.hartsem.edu/megachurch/definition.html�.


� See � HYPERLINK "http://hirr.hartsem.edu/megachurch/faith_megachurches_FACTsummary.html" ��http://hirr.hartsem.edu/megachurch/faith_megachurches_FACTsummary.html� (visited 3/29/2008).     


� Drucker’s definition of a megachurch does not comport with that of the Hartford Institute.


� Robert Stonebraker suspects many PCUSA congregations are “stuck” in declining downtown locations while CN congregations are more suburban, perhaps causing the shift to larger congregational size in the CN. (private correspondence dated 10/4/08)


� James Giordano has suggested a different measure of optimal scale: number of clergy/employees per congregation over time.  We do not have the data to pursue this but doing so would be in the grain of the Frech-Ginsburg (1974) study of the optimal scale in medical practice firms.
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