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Introduction

An estimated 60 million Americans live in more than 300,000 homeowner and
condominium associations, cooperatives, and other planned communities. As these numbers
increase, so do reports of conflict in community associations. Talk to anyone living in a
community association and he or she will share a tabloid-worthy story about how a board
member, another homeowner, a manager, or a developer courted conflict by acting egregiously.
Anecdotal reports about community associations in the media only heighten the sensationalism.
The headlines broadcast the outrageous (Over Boards: Condo Committees Rule in a Crazy Game
of Power and Money), the inane (Veteran Fights HOA to Display American Flag), and the

perplexing (Corruption Investigation: Agents Pursue HOA Records).

Despite the sensationalistic, and oftentimes downright negative, media discourse
surrounding homeowners’ associations, a 2009 national survey conducted by Zogby
International and sponsored by the Foundation for Community Association Research reported
that 71% of American homeowners polled would rate the overall experience of living in a
community association as positive; further, that 44% absolutely and 45% for the most part
thought that the members of their elected governing board strove to serve the best interests of the
community as a whole. These contradictory reports raise two questions: 1) What is the scope and
scale of conflict in community associations, and 2) What are the sources of conflict in

community associations?

C. Feldscher 1



This paper intends to address these contradictory discourses and these questions by first
addressing the role of conflict in organizations and then addressing the role of conflict in
community associations. The first part of the paper will use previous research and literature to
contextualize the role of conflict in organizational life. It will address conditions of conflict,
typologies of conflict, outcomes of conflict, and conflict management strategies. The second part
of the paper will report the preliminary findings of an original survey measuring the scope and
scale of conflict in Greater-Boston area community associations. It will identify potential sources
of conflict and describe who is most often involved in conflict, what the common sources of
conflict are, where conflict is most likely to take place, when conflict is most likely to take place,
and address why conflict occurs. Finally, it will provide several prescriptions for how to manage

conflict in homeowners’ associations.

Organizations and Conflict

Conflict is an omnipresent issue in organizational analysis. It is a natural group process
and often arises in a variety of organizational locations. It has been studied in hospitals (Corwin,
1961; Goss, 1961), public welfare agencies (Blau and Scott, 1962), correctional institutions
(Zald, 1962), research organizations (Evan, 1965), public schools (Corwin, 1965, 1969; Beck
and Betz, 1975), colleges and universities (Hassenger, 1969; Darkenwald, 1971; Knudsen,
2001), outpatient clinics (Nathanson and Becker, 1972), government (Brenner, 1974), the public
sector (Kochan, Huber, and Cummings, 1975; Volpe, 1989), non-profits (Golden-Biddle and
Rao, 1997), academic departments (Hearn and Anderson, 2002), and religious organizations

(Miller, 2002).

C. Feldscher 2



The term conflict, however, has no clear meaning (Fink, 1968; Tedeschi, Schlenker, and
Bonoma, 1973; Thomas, 1976, 1992; Rahim, 2001). Because no clear definition exists,
conceptions and experiences of conflict vary widely between individuals and in organizations. It
is fair to say, however, that there are necessary and sufficient conditions of conflict which lead to
its emergence in organizations, its experience by organizations, and its consequences for

organizations.

Conditions of Conflict

Dahrendorf (1958) argues that four conditions are necessary if a conflict situation is said
to exist: 1) there must be sets of individuals exhibiting some level of organization; 2) there must
be some level of interaction among group members; 3) there must be different levels of positions
to be occupied by group members; and 4) there must exist a scarcity of needed or desired
resources and a general dissatisfaction among members about how these resources are being
distributed. Rahim (2001) adds that conflict may occur in organizations where interdependent
social actors are required to engage in activities that are incongruent with individual interests;
hold behavioral preferences which are incompatible with another’s preferences; want some
resource that is in short supply; and possess attitudes or goals which compete with another’s

attitudes or goals.

Taken together, conflict is dependent upon organizational context and is rooted in social
interactions between entities where there are misaligned interests and is manifested in social-
behavioral interactions marked by tension, frustration, annoyance, interference, and rivalry. The
relational and structural conditions of organizations often contribute to the origination of conflict

and examining these conditions can help to identify patterns of conflict.
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Typologies of Conflict

Researchers have identified four primary types of intra-organizational conflict:
interpersonal conflict, task conflict, procedural conflict, and structural conflict (Coser, 1956;
Guetkow and Gyr, 1954; Jehn, 1992, 1995, 1997; Pinkley, 1990; Hearn and Anderson, 2002).
Interpersonal conflict, also called affective conflict, refers to relationship-based conflicts, usually
sparked when two people have incompatible values, perceptions, and expectations. Priem and
Price (1991) assert that interpersonal conflict is emotionally-based and oftentimes does not
directly relate to organizational tasks, but rather reflects personality differences. Task conflict, or
substantive conflict, involves disagreements about which substantive tasks should be pursued.
This type of conflict is cognitive, and often centers on an analysis of what work should and
should not be done. Procedural conflict, also called process conflict, involves disagreements
about how selected tasks should be accomplished. Finally, structural conflict assesses the
organizational conditions which may contribute to the manifestation of conflict. Hearn and
Anderson (2002) maintain that behavioral manifestations of conflict often obscure the underlying
structural conditions of conflict resulting in an unbalanced view of the sources of conflict in

organizations.

McShane and Von Glinow (2009) isolate six structural sources of conflict in
organizations: incompatible goals, differentiation, task interdependence, scarce resources,
ambiguous rules, and communication problems. When one party’s goals are perceived to
interfere with another party’s goals, the goals are incompatible. One of the major sources of this
type of conflict is when one person’s idea about the purpose of an act or organization interferes
with another person’s idea about an act or organization (Walton and Dutton, 1969; Kochan,

1972). Differentiation refers to parties having different value systems, akin to generational
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differences. Here, groups share the same goal, but disagree about how to achieve that goal given
their values, beliefs, and experiences. It is an argument about the “right way” to go about
achieving a goal. Conflict tends to increase with the level of interdependence. Greater
interdependence increases the risk of conflict because parties are more likely to interfere with
each other (Earley and Northcraft, 1989; Jehn, 1995). When an organization has multiple levels
of responsibility, power is divided and individuals and groups are more interdependent, this may
lead to interference and conflict. Resources, such as money, are often limited in organizations.
Scarce resources require increased competition and as a result are more conflicted. By nature, the
more resources one project receives, the fewer resources another project will receive, this leads
to conflict. Ambiguous rule systems create situations of uncertainty, which results in more
conflict. When clear rules exist, groups know what to expect and there is less ambiguity. Conflict
often occurs due to the lack of opportunity, ability, or motivation to communicate effectively
(Jehn and Bendersky, 2003; McShane and Von Glinow, 2009). When people lack the
opportunity, ability, or motivation to communicate, it leads to several types of negative outcomes

including avoidance, reciprocation, and conflict escalation.

While the interpersonal, task, and procedural conflict typologies are useful, they have
been criticized for conflating the causes and effects of conflict and masking the complexity of
conflict in organizations (Hearn and Anderson, 2002). Previous research has highlighted the
structural approach to conflict as being particularly effective for understanding the manifestation
of conflict in organizations because it is more objective and may contribute to highly subjective
interpersonal conflicts (Oechsler, 1974). In practice, the subjective experiences of conflict often
fuel the negative sentiments people have about the role of conflict in organizations when in fact

conflict can be both advantageous and disadvantageous to people and organizations.
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Outcomes of Conflict

Conflict 1s generally viewed as a negative force in organizations, especially in terms of
organizational performance and satisfaction (March and Simon, 1958; Pondy, 1967; Blake and
Mouton, 1984). Many organizational members feel that conflict must be avoided, suppressed, or
immediately resolved so as to prevent escalated, heightened, or even violent, outcomes (Losey,
1994; Stone, 1995). They perceive conflict as dividing members of the organization and

preventing the attainment of organizational goals.

Conflict, especially interpersonal conflict, can increase bitterness, alienation, and
divisiveness within organizations which may have long-lasting effects on organizational
functioning. Coleman (1957) identifies the “residuum of past controversy,” as a primary negative
outcome of conflict. Essentially, organizational members harbor residual resentments which can
interfere with current and future operations and relationships. Conflict can be especially negative
when it fosters distrust, builds a feeling of defeat, or widens the chasm of misunderstanding
between organizational members (Pierre and Peppers, 1976). Thus, unresolved conflict can have

a particularly detrimental influence on past, current, and future organizational functioning.

There is also a fear that conflict in an organization will prevent the attainment of
organizational goals. An outcome of that fear is a reluctance to change or challenge traditional
organizational operations. When this happens, groups and organizations often shut out
alternative voices and opinions, and, in extreme cases, engage in groupthink. Groupthink
happens when group members reach a consensus decision without critically evaluating all
decision options and outcomes (Janis, 1972). It often results from a desire to maximize cohesion

and minimize conflict in group and organizational settings.
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Not all conflict is negative. It can be positive—even productive. Conflict, in a very basic
sense, signals difference; it is an outgrowth of diversity that characterizes our thoughts, attitudes,
beliefs, perceptions, social systems, and social structures. Differences have the potential to
stimulate growth, promote creativity, and clarify points of view. Indeed, studies have shown that
task-related conflict episodes create an enhanced understanding of different viewpoints and
broaden creative options (Bourgeois, 1985; Eisenhardt and Schoonhoven, 1990). Some
researchers have gone as far as to say that most organizations need more conflict. For them, the
absence of conflict may indicate autocracy, uniformity, stagnation; while the presence of conflict

is indicative of democracy, diversity, growth, and self-actualization (Rico, 1964; Robbins, 1974).

Conflict Management

All organizations should expect conflict to occur and should prepare for its emergence.
Participants play an active role in constructing, defining, and attaching value to conflict. Indeed,
the ultimate outcome of a conflict situation is often determined by the feelings, beliefs, and
values of those people involved (Pierre and Peppers, 1976). As such, the way conflict is managed
in organizations is an important determinant of organizational functioning. Conflict management
strategies are intended to minimize the harm and maximize the gain caused by conflict episodes.
There are three primary conflict management strategies: avoidance, conquest, and procedural

resolution (Boulding, 1962; Dee, Henkin, and Holman, 2004).

Robinson and Clifford (1974) contend that conflict situations are rarely completely
resolved, so it is best to manage conflict to constructive action. Taking action diminishes
unproductive negativity which left stagnate would heighten the conflict. It is best to address

conflict situations at the outset because left alone they can grow unmanageable. Parker (1974)
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argues that unmanaged conflict will bring about delays, disinterest, lack of action, and, in

extreme cases, the complete breakdown of a group.

In a conquest approach, the conflict situation becomes a battle to be won (Weeks, 1994).
Each party works to dominate the other, eventually eliminating or conquering the other. The
outcome 1is usually polarizing and results in lingering hostilities. It may escalate interpersonal

conflicts and sets up a pattern for how conflict is handled that is difficult to reverse.

The final approach, procedural resolution, advocates reconciliation by compromise. This
strategy promotes action and accommodation. It does not avoid conflict or escalate conflict; it
advocates conflict resolution through the processes of negotiation and adaptation. Boulding
(1962) suggests the following strategy for managing conflict: 1) recognize conflict exists, 2)
analyze the existing situation, 3) facilitate communication, 4) negotiate, and 5) make
adjustments. The challenge here is for those involved in the conflict situation to find a

compromise amongst divergent interests.

In sum, conflict is a major organizational reality. Differences in values, motivations, and
ideologies, in addition to structural constraints, contribute to the development of conflict. The
development of conflict has been shown to be necessarily negative and positive. Further, conflict
management strategies may take several approaches, some of which only elevate and heighten
the conflict. Taken together, the literature on organizational conflict is patchwork and
inconsistent; much emphasis has been placed on categorizing and debating outcomes of conflict,
while little attention has been paid to empirically measuring its existence and intensity and

targeting the nature of its sources. This research intends to describe the frequency and intensity
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with which conflict occurs in community associations and the particular sources which

contribute to its development.

Community Associations and Conflict

Homeowners ™ Association Survey

The Homeowners’ Association Survey was carried out on Greater-Boston area (Essex,
Middlesex, Norfolk, Plymouth, and Suffolk counties) community association board members
from February 2011 — April 2011. The purpose of the survey was to determine the scope and
scale of conflict in community associations and to identify the sources of conflict in community
associations. The population of the study was Greater-Boston area community association board
members. A complete sampling frame was not available, so an incomplete frame was
constructed from the researcher’s own Internet research and the membership list of the New
England Chapter of the Community Associations Institute. The survey was sent out to 250 board

members, of which 179 questionnaires were returned (a 71.6% response rate).

The instrument was an original mailed and web-based questionnaire. The questionnaire
was composed of 45 closed-ended questions and had four general sections: community
characteristics, board characteristics, financial characteristics, and social characteristics. The
community characteristics section asked descriptive questions about the community (e.g.,
location, size, age, length of ownership, etc.). The board characteristics section asked descriptive
questions about the board (e.g., size, response rates, decision-making, communication, etc.). The
financial characteristics section asked descriptive questions about community finances (e.g., fees,
assessments, reserves, etc.). The social characteristics section asked descriptive questions about

the sociality of the community (e.g., frequency of conflict, sources of conflict, etc.). All
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questionnaires were assigned a confidential identification number and all references to board
member and association names were removed. All data was manually cleaned and checked for

errors before analysis.

Scope and Scale of Conflict

The scope and scale of conflict in community associations is considerable: 157 of the 179
associations (87.7%) surveyed reported at least one significant instance of conflict (e.g.,
incompatibility, disagreement, or dissonance) which involved the board in the last 12 months.
Even more telling, 21.2% of those associations reported three or more significant instances of
conflict which involved the board during the same time period. The frequency of administrative
sanctions issued by the board is another powerful indicator of conflict. Of those associations
surveyed, 88.8% reported administering at least one organizational sanction, such as issuing
notices of noncompliance, holding hearings on noncompliance, levying monetary fines, and
suspending the voting rights of community members, in the last 12 months. Perhaps the most
significant indicator of the intensity of conflict in community associations, however, is frequency
of litigation. Of those associations surveyed, 64% had been threatened with at least one lawsuit

in the last five years, while 21.8% were currently involved in litigation.

Threats of Legal Action in the Last Five Years

B Never 1-2 Times ®3-4Times M5+ Times

6%
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Who is most often involved in conflict?

Community associations require the interaction of multiple entities: board members,
homeowners, and service providers are among those entities that have frequent and direct social
contact with one another. When questioned about the frequency of conflict between these
entities, the greatest frequency of conflict was reported between board members and community
members (29.7%), followed by community members and other community members (25.7%),
board members and other board members (24.8%), and board members and external actors

(19.8%).

Board & Community Members
Community Members
Board Members H |nstances of Conflict

Board & External Actors

0 20 40 60 80 100 120 140

Although each set of actors are somewhat equally likely to be involved in conflict, given
the organizational literature, it is unsurprising that the most conflict occurs between the board
and the community. As Dahrendorf (1958), Rahim (2001), and others have noted, conflict
situations are often dependent upon organizational conditions where social interactions are
situated in interdependent and hierarchical relationships. Board members function as the
governors and ultimate decision-makers in the community; however, they might have interests or
goals that are incompatible with other members of the community. Conflict is likely to emerge
where one group’s preferences (e.g., board members) are incongruent or interfere with another’s

preferences (e.g., community members) (Walton and Dutton, 1969; Kochan, 1972).
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Communication practices are one of the factors tied to the manifestation of conflict
between these social entities. Conflict often occurs due to the lack of opportunity or ability to
communicate effectively (Jehn and Bendersky, 2003; McShane and Von Glinow, 2009). In
cross-tabulations of questions regarding the disclosure of board minutes and financial
information to the community and the presence of conflict between board members and
community members 88.1% and 84.8% respectively of those associations reporting no instances
of conflict in the last 12 months also reported disclosing and/or making available board minutes
and financial information to the community. This suggests a strong relationship between the

presence of conflict between board and community members and communication transparency.

What is the conflict about?

Community associations are legal entities charged with maintaining or enhancing the
quality and value of the shared properties and the community. This task suggests two primary
types of responsibilities for the community association board: financial and social. On the one
hand, the board is tasked with maintaining or enhancing the overall property values of the
community while also handling financial accounting and decision making. On the other hand, the
board is tasked with enforcing community rules and maintaining social cohesion. When asked
whether the basis for most of the reported conflict was primarily financial or social, financial
sources were slightly more common overall (51.5%). The basis for conflict varied by social
relationship: a social basis of conflict was more common for conflict situations between the
board and the community (53.3%) and community members (85.6%), while a financial basis of
conflict was more common for conflict situations between board members (64.4%) and the board

and external actors (89.0%).
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Task and procedural conflicts may be likely to emerge in community associations based
on organizational members’ beliefs about which responsibilities, financial or social, are more
important. These types of conflicts may rest on ideological differences about the substantive
purpose and practices of organizations (Guetzkow and Gyr, 1954; Cosier and Rose, 1977;
Eisenhardt and Bourgeois, 1988; Schermerhorn et. al., 1991; Amason, 1996; Pelled, 1996; Jehn,
1997). For example, the data indicates that the financial and social basis of conflicts between
board members and community members is negligible (46.7% and 53.3% respectively). This
suggests that there may be significant disagreement about which responsibilities are essential and

actionable.

Institutional logics, the underlying principles of societal sectors, strongly influence
organizational decision making (Friedland and Alford, 1991; Thornton and Ocasio, 1999, 2008;
Thornton, 2002, 2004; Thornton, Jones, and Kury, 2005). When key decision makers in
community associations disagree on the primary responsibility of the association, for example
preserving financial value or social value, it may indicate contradictory institutional logics. One
decision maker may adhere to a financial, or market, logic, while another may subscribe to a
social, or community, logic. The task and procedural conflicts suggested by the data here may be

a consequence of competing logics and indicate fundamental ideological differences between
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board members and/or community association members about the substantive purpose of

community associations.

Where does conflict occur?

Community associations may govern single-family, townhouse, condominium, and
cooperative developments. These types of developments may be distinguished primarily based
on two characteristics: breadth of ownership and proximity. Single-family home owners typically
own the free-standing structure and the land the home sits on. Townhomes are like single-family
homes in that the owner owns both the structure and the land on which it sits, but they are not
free-standing so the land is limited to the front and back yards. Like townhouses, condominiums
are attached to one another; however condominium owners do not own the land surrounding
their living space. A condominium owner owns only the unit itself, and sometimes a percentage
of the common areas of the community. Cooperatives are like condominiums in structure,
however, cooperative owners do not own the land or the unit; instead they own a share in the
cooperative corporation. This share gives them the right to their living space, but not ownership
of it. In all types of developments, monthly fees are typically collected to maintain shared spaces

and services.

According to data collected by the Homeowners’ Association Survey, rates of conflict
differ by property type. Of those associations who reported experiencing at least one instance of
conflict in the last 12 months, 21.6% were single-family developments, 22.7% were townhome
developments, 28.3% were condominium developments and 27.4% were cooperative
developments. These numbers suggest a relationship between the defining characteristics of

properties (breadth of ownership and proximity) and conflict: conflict rates are higher in
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condominium and cooperative developments where less is owned and more is shared and lower

in townhome and single-family developments where more is owned and less is shared.

Cooperative

Condominium

Townhome H Rate of Conflict

Single-family

Community associations are governed by a board of directors. The board of directors
typically makes and carries out the policies and administrative functions for the community and
has the affirmative obligation to act with the utmost good faith towards the association and
cannot deal in the funds or the property of the association to their own advantage. Each
association typically has a president, secretary, and treasurer; however, the makeup of the board
of directors varies from association to association. The board of directors has the option of hiring

a manager for the community

Community associations are increasingly supervised by outsourced management
companies. Community association management companies work by contract and typically take
over the day-to-day responsibilities of the association. The management company often assigns a
property manager to the association who acts as a liaison between the associations’ members and
its acting board of directors. Management companies which undertake full management of an
association (as opposed to only covenant enforcement or financial management) typically are in

charge of general and administrative duties; collections and reimbursements; deficit funding and
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financial management; budgets; architectural review and compliance; maintenance; and contracts

of the association.

The majority of community associations polled (76.5%) reported employment of a
community manager or management company. Interestingly, however, of those associations who
reported at least one instance of conflict in the last 12 months, 58.2% employed a community
manager or management company. This finding suggests that there is a higher rate of conflict in
associations with contracted management and lower rates of conflict in self-managed

communities.

Contract-managed

B Rate of conflict
Self-managed

Although this may seem surprising, given one of the purposes of hiring a management
company is to presumably decrease conflict, this relationship may be explained by the
organizational literature which shows a positive association between conflict and
interdependence (Earley and Northcraft, 1989; Jehn, 1995; McShane and Von Glinow, 2009).
Conflict increases as parties become more interdependent because parties are more likely to
interfere with each other. The increasing division of labor and the sharing of power create a
situation in which disagreement is likely to occur. For example, the community manager is hired
by the board to perform its organizational duties and to act as a professional; however the board

is ultimately responsible (legally and otherwise) for the actions of the community. This may lead
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to a lack of understanding about each other’s roles and ambiguity about who is in charge of the
community. The relationship between the board and the manager must be clearly defined in
terms of roles and responsibilities so that they do not interfere with one another; oftentimes this

does not happen and as a result associations may frequently cycle through community managers.

Legal documents, called bylaws, govern community associations. A community
association’s bylaws and Covenants, Conditions, and Restrictions (CC&R’s) are its founding
documents. Bylaws generally setup up the basic structure of the organization and the board, set
forth rules for how and what it will govern, and delineates the basic fiduciary responsibilities of
its members. Since most association boards are made up of volunteers, bylaws provide guidance

and structure for managing the association and enforcing rules.

In practice, boards and managers often fluctuate in how strongly they enforce the bylaws
of the association. Some associations will strictly adhere to them, while others will consult them
only sparingly. When board members were asked the question, “How often do the bylaws of the
association guide the decision making of the board,” 52.5% answered always, 30.2% answered
very often, 14.5% answered often, and 2.8% answered not often. Organizational literature has
suggested that rule ambiguity is a source of conflict in associations. It may be surmised that
when the bylaws of the association are not frequently consulted rule systems become more
ambiguous. To test this relationship, a cross-tabulation was produced to assess the rate of conflict
in an association based on its tendency to follow the rules. Of those associations that reported at
least one instance of conflict in the last 12 months, 25% reported always following the rules,
23.6% reported following the rules very often, 25.2% reported following the rules often, and

26.2% reported not following the rules often.
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The associations which reported following the bylaws “very often” were the least likely
to experience conflict, while the associations which reported following the bylaws “not often”
were the most likely to experience conflict. While the associations which reported “always” or
“often” following the bylaws experienced moderate rates of conflict. The data indicates that
associations who are too flexible in their enforcement of the rules and too inflexible in their
enforcement of the rules are the most conflicted. Rule ambiguity, or the diminishment of rules,
breeds conflict (McShane and Von Glinow, 2009) as is exemplified by those associations
reporting infrequent use of the bylaws and high rates of conflict. Too stringent enforcement of
the rules also seems to elevate rates of conflict. These are the associations that tend to appear in
the news headlines all too often (e.g., Veteran Fights HOA to Display American Flag), and who
are sensationally exploited for their exacting enforcement of the bylaws. It appears that those
associations who are most effective, and least conflicted, are those who use the bylaws strictly,

but not absolutely.

Rates of conflict can also vary by the size of a residential community. Conflict is less
common in communities with less than 50 units and more common in communities with more

than 300 units. The smaller an association is, the more homogenous it is likely to be, while larger
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associations are more likely to be diverse. The increasing diversity is a likely explanation for the
increase in the rate of conflict in larger communities. Where there are more people and more

opinions, perspectives, and beliefs there is likely to be more disagreement.

1-100 units

101-200 units

201-300 units B Rate of Conflict

301 units or more

When does conflict occur?

A primary responsibility of a community association is to maintain and preserve market
values of both residential and common area property. Community fees are standard monthly fees
assessed to all community members to maintain and preserve the community. These fees
primarily cover the short-term expenses of the community (e.g., concierge salaries, trash
removal, landscaping, etc.), while a portion is to be dedicated to long-term expenses. The board
of the community association also must develop funding plans for future repair or replacement of
major common-area components, such as swimming pools, parking lots, and heating and cooling
systems, as well as funding plans for any unexpected events that may arise. The governing
documents of many community associations require the establishment of a reserve fund to
manage this task. A reserve fund is essentially a savings account which is set up to fund the long-
term maintenance of a property and unexpected costs. If reserve funds are too low, or the costs of

an expected expense are too high, then the board may issue a special assessment. Special
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assessments are additional fees approved by the community association board imposed upon

community members to cover items not provided for in the budget.

When questioned about the average community fee assessed per month, the majority of
associations (91.5%) reported fees ranging from $100 - $699, with 50.8% of the associations
reporting average fees of $300 - $499 per month. Estimates about the amount of money currently
in the association’s reserve fund were much more varied. The majority of associations (80.8%)
reported currently having $1 - $299,999 in their reserve fund, with the small majority (26.4%)
reporting $1 - $49,999 currently in reserve. The majority of associations (71.5%) reported at one
time charging special assessments. When those associations were probed about how often these
types of fees were assessed, the majority (60.2%) reported one special assessment per every 2 —

10 years of community life.

Rates of conflict are associated with financial resources, but the relationship is
complicated. When instances of conflict were cross-tabulated with current reserves, the lowest
rate of conflict was observed in those associations reporting not having a reserve fund, while the
highest rate of conflict was observed in those associations reporting having $400,000 or more
currently in reserve. This relationship is surprising given the organizational literature. Higher
rates of conflict are often associated with scarce resources (e.g., money). These numbers,
however, suggest the opposite: the more resources available, the higher the rate of conflict. This
relationship was further confirmed when cross-tabulating average community fees assessed per
month and instances of conflict. Here too, those associations assessing the lowest fees (less than
$100 per month) were associated with the lowest rate of conflict, while those associations
assessing the highest fees ($900 or more per month) were associated with the highest rate of

conflict.
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These associations may be explained in terms of social relations. A low rate of conflict in
an association with low community fees and/or no reserve fund may indicate complacency on the
part of the association for the long-term well-being of the community. It may be a derivative of
the free-rider problem, in which the current community consumes without paying the full cost of
its production. In other words, the community may be underfunding, or deferring, much of the
current capital improvement and maintenance costs of a community to future homeowners,
rather than investing for the long-term future of the community. This is a common problem with
collective action and in communities. It draws upon Garrett Hardin’s “Tragedy of the Commons”
theory wherein individuals have the incentive to damage the collective good. In the short-term,
conflict may be reduced when community members are paying less, rather than more, because
they are satisfied with their current condition. However, in the long-term if they do not share a
common vision for the future and are not investing in the community it will likely eventually

cause significant conflict in the community.

At the other end of the spectrum are associations with great financial resources and high
rates of conflict. The relationship between high community fees and high rates of conflict may be

simply due to the frustration of paying such high fees. This assertion is supported by a closer
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analysis of the data which reveals that these instances of conflicts were primarily financially
based. Here conflicts are likely to be centered on why the fees are so high and disagreements

about how they are being allocated.

The relationship between large reserves and high rates of conflict is less simple. One
would suspect these associations would have lower rates of conflict because they have so many
financial resources available; however, this assertion obscures the social nature of community
associations. Indeed, a closer analysis of the data reveals that these instances of conflict were
primarily socially-based, suggesting that financial assets do not guarantee social cohesion. In
other words, socially-based conflicts are distinct from financially-based conflicts and must be

considered just as important to organizational functioning.

A much stronger relationship exists between the decision by communities to charge
special assessments and instances of conflict. The decision to charge a special assessment is a
strong predictor of conflict. Community associations which charge special assessments are very
likely to experience conflict. Of those associations reporting at least one instance of conflict in
the last 12 months, 55.5% reported charging a special assessment at some point during
community life. This relationship confirms the propositions of the organizational literature.
Resource scarcity, in this case limited funds for capital maintenance and unexpected expenses,
generates significant conflict in the community. Special assessments are usually controversial
and often reflect an overall failure on the part of the association to manage the long-term
financial and social well-being of the community. Thus, conflict is more likely to occur when the

long-term planning for a community, given the organizational context, is weak.
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Charges special assessments

M Rate of conflict
Does not charge special assessments

Conflict appears to be cyclical in community associations. When the ages of the
community associations were cross-tabulated with measures of conflict, the rates of conflict
spiked every 20 years of association life. Community associations which were built before 1950,
between 1960 — 1969, between 1980 — 1989, and after 2000 exhibited the highest rates of

conflict.

2000 and after
1990 - 1999
1980 - 1989
1970-1979
1960 - 1969
1950 - 1959
Before 1950

B Rate of Conflict

This relationship was further supported with data measuring the average length of
homeownership in community associations and conflict. Those associations with the highest
rates of conflict reported average lengths of homeownership between 1 — 20 years and 41 or

more years of home