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Abstract

This paper is based on the results of the research | conducted for my Ph.D. project and on research
conducted for a project in collaboration with the New Eurasia Foundation (Moscow). The goal here is
to explain the reasons for corruption in homeowners’ associations despite the many laws specifically
designed to prevent it. This problem is examined from the perspective of republican theory, and thus
addresses the concepts of collective goods, participation, corruption and civic virtues. The data for
my research was acquired by means of in-depth interviews with homeowners’ association members,
chairpersons and board members as well as with experts in housing reform and focus groups
containing experts. Data was also gathered via questionnaires distributed to both homeowners and
association chairpersons. Thirty-one interviews were conducted covering twelve cases in Saint
Petersburg and six focus groups with experts; 25 questionnaires from chairpersons and 856
questionnaires from homeowners were collected in Perm’, Tver’ and Nizhniy Novgorod.

My results indicate that homeowners’ associations cannot be considered republics in the traditional
sense because they mostly concern the private sphere. | also found that the problem of low
participation in association activities, meetings and decision-making processes leads directly to
corruption in these associations. There are two kinds of corruption at play here: ‘common sense’, i.e.
illegal activities, and ‘republican’, i.e. the domination of private interests over commonweal values.
Corruption in the housing sector is not only rooted in structural management problems, but in the
very nature of these associations, which fall somewhere between the private and public spheres.
Nowadays, the public sphere dominates formally, but private interests mean more than the
collective good. This kind of environment creates opportunities for traditional corruption, which can
take the form of bribes, kickbacks and the misappropriation of association finances.

There are still no effective mechanisms for stimulating participation in the homeowners’
associations, and this problem affects not only the management and the law, but also the
community’s identity.

1. Introduction

According to the Russian Housing Code (passed in 2005), homeowners’ associations are unions
intended for the joint management of real estate (use, maintenance) in one or several multi-
apartment buildings. These associations are non-profit organizations that may engage in
entrepreneurial activities, but they must direct all profits to the maintenance of the housing and the
adjacent territory.1

Actually, this form of collective housing management and maintenance is not a completely new
phenomenon in Russia. But in its modern form, it has only existed since the new Housing Code was
adopted in 2005. The creation and development of the maximum possible number of such
associations is one of the most important steps toward housing reform in Russia conducted so far.

Russian Housing Code. 2005. Article 135.
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The number of such associations has been growing steadily since the new Housing Code was

introduced.’

Besides the Housing Code, a great corpus of legislation has been created to regulate the activities of
homeowners’ associations. These rules pertain to various aspects of housing relationships both
inside and outside of the associations. The internal regulation (mostly described in the Housing Code)
is directed at preventing corruption and abuse; some aspects of these crimes are also covered by the
Russian Administrative and Criminal Law. All of these regulations and laws are intended to prevent
and restrict any possibilities for abuse and corruption.

On the other hand, there have been lots of scandals about corruption, stealing and kickbacks in
homeowners’ associations in Russia in recent years. Most of the cases have involved infringements
and abuses of power by chairpersons and board members.

The main goal of this article is to explain the reasons for corruption and its many forms in
homeowners’ associations. To achieve this objective, the following tasks will be undertaken:

1) a sociological description of homeowners’ associations as a community-based entity
designed to look out for the common interest;

2) an explanation of the theoretical basis of my research;
3) an analysis of the activities and collective organization in homeowners’ associations;

4) an exploration and detailed explanation of corruption in homeowners’ associations, including
the reasons, bases and effect on the commonwealth.

The following empirical data will be presented in relation to the above-listed tasks: in-depth
interviews with members and managers of homeowners’ associations as well as with experts in the
communal and housing sphere. The majority of the interviews were conducted during my
dissertation research and are augmented by interviews conducted for the ‘Homeowners’ Support’
project run by the New Eurasia Foundation (Moscow). These include expert interviews with
municipal housing department officers and housing NGO representatives in Nizhniy Novgorod, Tver’
and Perm’. Quantitative data from the questionnaires given to the associations were also used for
the analysis. Russian housing law was a supplementary data source during the research.

The theoretical basis for my research is neo-republican theory. This choice was connected to an
uncommon conception and understanding of the corruption phenomenon. In the republican
tradition, ‘corruption’ is defined as the domination of private interests over common interests and
non-participation in common deals and decision-making processes. Nowadays, the most common
understanding of corruption is bribes obtained through position; possibilities and opportunities for
corruption are also provided by legal loopholes, however, and the scale and dimensions of corruption
varies in different countries and spheres. As Iseult Honohan observed, ‘[...] Corruption is not found
only in illegal activities, but in engaging in political interaction to realise only individual or sectional
interests in wealth, power or status.” Republican theory explains corruption in a more detailed
manner and reveals new aspects of corruption’s appearance and development. The reasons and
bases for corruption both lie in the organizational plane and concern moral and philosophical

See Table 1.
Honohan, Iseult: Civic Republicanism, London, New York: Routledge, 2002, p. 5.
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categories — civic virtue, ‘life sense’ production and individual freedom. All of these categories and
aspects open new horizons in the analysis of the phenomenon of corruption.

This text contains the following parts: a sociological description of homeowners’ associations as a
specific type of community and organization, a theoretical section containing categories for analysis,
field data characteristics, a re-evaluation of the field data according to theoretical concepts, an
analysis of corruption in homeowners’ associations, and conclusions.

2. The homeowners’ association as a specific community

This section describes the specific aspects of homeowners’ associations. Close attention will be paid
to the social and sociological features of this type of human organization.

As mentioned above, the main goal of this type of association is to establish and develop a system of
self-management in multi-apartment houses that addresses the quality of services, maintenance and
building improvement. Owners and renters are integrated in the common property and they share
the need for services. They supposedly participate in decision-making processes, pay fees for
additional services and repairs, and in some cases pay fees for communal services.

The main basis for the classification of homeowners’ associations is the year the building was
constructed. The first law (entitled ‘About homeowners’ associations’) on this subject was adopted in
1996.% The registration and creation of homeowners’ associations is mandatory in newly constructed
multi-apartment houses. Homeowners’ associations can be categorized according to the way they
are created. Roughly speaking, they fall into two large groups: those created in ‘new’ (after 1996)
and ‘old’ houses. These types differ in terms of how they integrate and create community. In the
‘new’ houses, the registration of homeowners’ associations is in many cases only a formality with no
need to obtain consensus from residents. In the ‘old’ houses, it is not obligatory to register a
homeowners’ association on the basis of a common decision, which must be entered into the record

properly.

But in the ‘old’ houses, the processes of integration are diverse and more complicated; the reasons
for integration in these cases are also very different. One of the most common reasons for creating
homeowners’ associations is to resist raiders’ (i.e. groups or companies attempting to capture a given
property by means of illegal privatization, falsification of ownership documents, etc.) desires for
basements, lofts and other common placements in multi-apartment houses. Another reason is
unsatisfactory levels of maintenance and poor service quality; sometimes residents will try to create
an association in order to increase the level of comfort in the building.

Two judicial reasons have also inspired the growth of homeowners’ associations in ‘old” houses. The
first is the adoption of the Russian Land Code, which ordered the privatization of the land
surrounding apartment houses. Homeowners’ associations thereby received the opportunity to
privatize the land under and around their houses.” The second law, entitled ‘About the foundation
(state corporation) toward promote reform of communal and housing industry’, ordered capital

This law was canceled after the adoption of the Housing Code, but this norm carried over to the new
Code.

Except for driveways and lands designated for district technical communications (electricity
transformers, etc.).
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repairs in multi-apartment houses constructed before 1991. Homeowners’ associations have priority
in applying for and receiving funding for capital repairs.

According to the Housing Code, there are various forms of ownership in multi-apartment houses:
private, municipal and departmental (rare nowadays). But in ‘new’ houses, there is no mixture of
ownership rights, a feature which also distinguishes ‘old’ and ‘new’ houses. The structure of
ownership also depends on the year of construction. Usually, there are more homogeneous
ownership structures in newly constructed apartments, and communal flats are absent in ‘new’
houses.

The second criterion for classifying homeowners’ associations is the size of the association.
Obviously, it is easier to manage a small association than a large one.

Another classification criterion is the location of the apartment building, i.e. whether it is in the city
centre or on the outskirts.

In general, there are more ‘old’, small, mixed social structure and ownership right associations in the
centre of the city; the larger and more homogenous associations in the ‘new’ houses are mostly
found in the suburbs.

There are two ways to manage building maintenance and service provision in homeowners’
associations: via direct management or through a management company. In the case of direct
management, associations hire their own staff and work as a small housing company. In the case of
using a management company, the associations’ members decide which company to hire and control
its activities in their house(s).

Both forms of management imply collective decision-making. According to the Housing Code, each
decision must be supported by at least 50 percent of the members plus one. The minimal meeting
agendas include improving the annual report, election/re-election of the board, etc. But issues like
the introduction of additional services, decisions about capital repairs and renting the common
property are also subject to collective decision.

In the ideal model, collective decision-making leads to the effective distribution of payments,
profitable disposal of common property and a rising level of residential comfort. These represent
common goals for association members. However, the decision-making process is realized in
different ways and sometimes by illegal means.

The process of decision-making and quorum gathering will be described and analysed in the chapter
about homeowners’ associations as res publicae. First, however, it is necessary to explain the general
categories of res publicae. The next chapter introduces the theoretical framework for this research.

3. Theoretical approach. The Res Publica as a community and method of
integration

In this chapter | will refer to two texts by Iseult Honohan, her book ‘Civic Republicanism’ and a
collective article entitled ‘Res Publica: Revival of the Interest’.
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Following the demise of socialism in political philosophy, contemporary science suggests only one
corpus of theories for common life (i.e. ‘life together’ in Laurent Thevenot’s senses): liberal theory.
The republican tradition was revived as an alternative approach toward public life. In contrast to
libertarian theories, which are centred on individual interests, republican theory emphasizes
responsibility for common goods.” One of the most important issues in republican theory is the
provision of common goods, which entails creating social relationships that promote the collective
interest over the individual yet protect individual freedom.

There are four key elements in the republican approach:

1) The realization of the special concept of freedom. This concept of freedom means not only
freedom for mobility and activities, but freedom from the will of others. By accepting the
limitations formulated within common decisions about law and rules, the individual remains free.
The rules protect him/her from the arbitrariness of others.

2) Civic Virtues. To be a ‘good citizen’ means to participate in identifying the commonwealth
and take care of it. Civic virtues are based on the conviction that the commonwealth is more
important than individual benefits.

3) Participation of citizens in common decisions about common conditions of life, especially
rules, and in common activities. Participation in the common decision-making process legitimates
the rules within a community. The absence of these processes creates fertile ground for
corruption.

4) Recognition by the community of noticeable individual contributions to the common cause.
This practice creates a sense of individual efforts within the commonwealth.?

These four elements all create a special kind of community in which members are united by the goal
of common good producing (commonweal) and strive to be ‘good citizens’. This system not only has
a large organizational basis in the technical sense but also pays great attention to the moral aspects
of a community and its members. Thus, a res publica is a specific kind of community where
participants are integrated into commonwealth production and support by means of a continuous
decision-making and management process. In addition, the community is equipped with a set of civic
virtues, and individual contributions and efforts are recognized.

How is corruption defined in republican theory? Corruption is the domination of individual interests
over the collective interest. This domination might stem from that fact that political decisions are
only temporary and involve a constantly evolving situation; furthermore, during the political process,
‘veople will always tend to be torn between their private interests and the common good’.’
Therefore, various institutional tools are applied to foster the development and support of civic
spirit: laws, the training of a citizen militia, civic education and civic religion.'® The main goal for the
republic is to create a system in which private interests cost less than the commonwealth. It is

Thevenot, Laurent: Nauka vmeste zhit’ v etom mire (The Science to Live Together in This World), in:
Neprikosnovenniy Zapas (Untouchable Recourse), 2004, No. 3 (35), http://magazines.russ.ru/
nz/2004/35/teve2.html

Honohan, Iseult: Civic Republicanism, London, New York: Routledge, 2002, p. 10.

Ibid., p. 5.

? Ibid., p. 6.

10 Ibid., p. 6.
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therefore not only rules and management issues that are important; identity formation is equally
critical.

In the next section, the individual elements of a republic are considered in detail.

Freedom. There two conventional types of freedom in political philosophy — negative and positive
freedom. This distinction was introduced by Isaiah Berlin."* Positive freedom is the freedom to be the
master of one’s own life. Negative freedom is freedom from external interference. This distinction is
not relevant for the republican sense of freedom. In the republican tradition, the concept of freedom
includes both of these contradictory concepts in one category.’? Freedom in the republican sense is
non-slavery, e.g. freedom from tyranny and from the will of others. This brings us to the concept of
non-domination, which is predicated upon the following condition: only those agree not to dominate
others nor to be dominated by others can be considered free.”®> The main sense of republican
freedom is preserving individual freedom, including under the law. Freedom in the republican sense
is also preserved through obligatory collective decision-making about rules and the right to
independence from the will of others.

Civic virtues are closely connected with the idea of a ‘good citizen’. To preserve individual freedom, it
is necessary to participate in a collective decision-making process and adopt or reject collective living
rules as well as establish limits with respect to these rules. Only active participation in this process
can ensure freedom, safety and the legitimization of existing rules and laws. Willingness to
participate in collective action and to support the commonwealth are obligatory components of
‘good citizenship’. But in a situation of rational choice, an individual selfishly tries to maximize his or
her profits and minimize expenses. In what is known as the ‘free rider’ problem, individuals consume
more than their fair share of a public good yet contribute less than their fair share to the production
of this good. In other words, some individuals are only prepared to participate in collective action if it
requires a minimal contribution or no individual efforts on their part."* This phenomenon has been
described and investigated in numerous studies.” Olson’s proposal for solving this problem consists
of two methods: sanctions (from collective denunciation to physical punishment) and creating a
community ideology in which collective goods are dominant over individual interests. However, the
costs for controlling access to common goods and imposing sanctions can be very high and
incommensurate with individual contributions. In addition, the process of establishing a community
ideology takes a long time and is therefore not a short-term solution to the problem of free riding.

u Berlin, Isaiah: Dve Kontseptsii Svobody, Filosofiya Svobody. Evropa (Two Concepts of Liberty

Philosophy of Liberty. Europe), Moscow: NLO, 2001 (1958), p. 133.

Akhmedzhanova, Dilorom / Volkov, Vadim / Gerasimova, Katerina / Kaploun, Viktor / Roschin,
Yevgeniy / Troyanovsky, Sergey / Kharkhordin, Oleg / Chyuikina, Sofia: Res Publica. Revival of the
Interest, in: Kharkhordin, Oleg (ed.): What is Republican Tradition?, Saint Petersburg: EUSP press,
2009, pp. 7-22, here p. 10.

B Ibid. p. 11.

" Olson, Mancur: The Logic of Collective Action. Public Goods and the Theory of Groups, Cambridge,
MA: Harvard University Press, 1965.

See for instance: Birnbaum, Pierre: States and Collective Action. European Experience, Cambridge,
New York, Melbourne: Cambridge University Press, 1988; Fantasia, Rick: Culture of Solidarity.
Consciousness, Action and Contemporary American Workers, Berkeley, Los Angeles, London:
University of California Press, 1989; Oberschall, Anthony: Social Movements. Ideologies, Interests, and
Identities, New Brunswick/NJ, London: Transaction Publishers, 1993.

12

15
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In republican theory, the degradation of civic virtues and deliberate avoidance of the collective
decision-making process gives rise to corruption. Corruption in this sense is the domination of private
interests over collective aims. Compared to the more common concept of corruption (bribes, etc.),
this definition is very basic. Corruption can only take root if collective aims are subordinated to
individual goals and interests.

There are two arguments in the republican tradition regarding the development of civic virtues. The
first one comes from Alexis de Tocqueville’s book ‘Democracy in America’ and runs roughly as
follows: if you live by your private interests and leave the community’s management to others, you
run the risk of losing the power to influence decisions that affect your interests.*® According to de
Tocqueville, civic virtues like education, freedom of the press and participation in municipal self-
governing associations and other so-called ‘schools of freedom’ were the keys to preventing
disenfranchisement.

The second republican argument with respect to the production and improvement of civic virtues
entails elaborating recognition mechanisms in communities.

Recognition by a community is an important element of a republic. Public recognition and
demonstration of individual contributions or civic virtues become the basis for participants’ social
identity and elevate the commonwealth over individual interests. This mechanism generates virtues
competition in communities, a competition that is necessary to protect the community from
degradation.

This idea also was developed by Alasdair Macintyre."” He argued that constant public competition in
the arts and politics as well as active citizenship is an obligatory condition for strong and sustainable
community development. This competition must be transparent and realized only upon recognition
of the participants’ equality and after violence is unequivocally rejected as a tool for societal control.
Through openness and transparency, the community creates new standards of virtue. How can one
achieve recognition from the community? Only by participation.

Participation is one of the most crucial elements in community development. The participation
process is rooted in the classical ancient republics of Athens and Rome. By including more and more
social groups into the governing process, the necessity of representative participation instead of
direct democracy became increasingly important. The typical conception of direct democracy is
common meeting, but indeed in the classical republics the practice of using lots to elect ‘managers’
was widespread. This mechanism provided equality among the formal participants. However, these
elections had to be improved by a clearly defined and transparent procedure that excluded the
possibility of cheating.

At the community level, the problem of participation concerns the size of the community; naturally,
it is easier to gather 10 or 20 participants than two hundred. And in addition to the logistical problem
of finding a convenient time and place for all to convene, there is also the issue of motivation and
interest. The level of participation has a direct influence on whether or not corruption will take root
and flourish.

1e de Tocqueville, Alexis: Democracy in America, trans. and eds. Mansfield, Harvey C. / Winthrop, Delba,

Chicago: University of Chicago Press, 2000, p. 44.
Maclntyre, Alasdair: Posle Dovrodeteli (After Virtue), Moscow: Academicheskiy Proekt, 2000.
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Motivation and interest are derived from the commonweal. The level of the participants’ access to a
common good, as well as its structure and nature, are reasons for participation or non-participation
in community activities. At this juncture it is necessary to extend our theoretical understanding of the
res publica and explore the concept of ‘common things’.

Common things in the republican case constitute the material cement for a community. Common
ownership is more important and measurable than unclear and weak ideas about civic virtues.
Shared ownership is an effective integrator and an individual financial interest may be more powerful
and useful in community building.

Common good (or commonweal) in a community is ‘good for each person as a member of a society
or group’.*® It is also important to emphasize that there is an ‘intersubjective-practical sense of the
common good in which people who are intrinsically social as well as significantly separate benefit as
members of a group’.” In this sense there are clear tensions between common goods producing and
individual interests. Only a group that is able to provide common goods that exceed individual
contributions can prevail over individual interests. This would entail regular contributions and the
absence of oppressive and corrupt methods of government. Therefore, there are three tasks for any
community wishing to engage in the production of common goods. First, the community must create
common goods that are more valuable than the cost of individual contributions and efforts. The
second task is to provide a means of collecting contributions and thus solve the free riders problem.
The third task is to distribute the common goods, i.e. to provide equitable access for community

members and restrict access for free riders.

However, it must be remembered that in the republican sense, the common good is first and
foremost based on the value of joint self-governance. It is only after this mechanism is established
that other goods can be evaluated as important or unimportant for the community.

To conclude this part of the article, | will introduce the set of concepts that will be used in further
stages of the analysis: freedom (individual and community), civic virtues, community recognition,
participation and common things. All of these concepts are closely connected with common goods
(commonweal), community and individual interest and will be considered in the following discussion
on corruption.

How are these elements presented in modern homeowners’ associations and how do they form the
community? How does corruption arise and which factors enable it to exist in these associations?
These two questions will be addressed in the following analysis.

4. Field data

The field data were collected during two research projects. One project was my dissertation, which
considers modern Russian homeowners’ associations; the research was conducted within the
collective research project ‘Self-Governing Associations in North-Western Russia’ (EUSP/ Helsinki
University) in 2005—-2006.%° More data were collected over the course of my individual research for

18 Honohan, Iseult: Civic Republicanism, London, New York: Routledge, 2002, p. 151.

Ibid., p. 156.
The project was supported by the Academy of Finland.

19
20
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my Ph.D.?! The second research project, ‘The Practical Methods of Housing Self-Governing in Nizhniy
Novgorod, Perm’ and Tver’, was conducted within the framework of the ‘Homeowners Support’
project implemented by the New Eurasia Foundation (Moscow).?

Thirty-one interviews were conducted for the dissertation project, representing twelve cases of
homeowners’ associations in Saint Petersburg. Nine of these interviews were expert interviews.
Information on legal regulations was collected from federal and regional databases.

The second research project focused on three target cities (Perm’, Tver’ and Nizhniy Novgorod) and
addressed three target groups: homeowners, chairpersons of homeowners’ associations and experts
(municipal housing department heads, housing NGO representatives and housing journalists).
Questionnaires were also distributed, with 856 questionnaires completed by homeowners in
associations and 25 by association chairpersons. Additionally, six focus groups were carried out.

Not all of the above-mentioned data are directly connected with the present topic; only relevant
data will be discussed here. The quantity of field data is, however, sufficiently representative for the
present analysis of corruption in homeowners’ associations.

5. The Res Publica in modern homeowners’ associations

Is the modern homeowners’ association a republican community? In which sense and according to
which criteria could it be viewed as a republican community? The next section will address these
questions.

The theoretical scheme is refined in this analysis. We will start by considering common things.
Theoretically, this concept is the weakest from the critics’ point of view. How should we define
common things? Is the formal recognition of common property the only basis for considering this
property as a ‘common thing’? In this part of the analysis, | understand common thing to mean a
material or non-material object which is subject to common ownership rules. It is the reason for the
development of management practices and promotes integration/disintegration of a community,
primarily in the form of self-management and community identity forming.

According to the Housing Code, the common property in multi-apartment buildings consists of
common stairs, stairwells, roofs, basements, the land under the building and the lands around the
building (if these lands were privatized by the homeowners’ association). Besides these items there
could be additional common things, such as playground equipment, fences, guards and video-
monitoring systems, trees and plants, benches, etc.

The most important issue for this part of the analysis is the distribution of responsibility for building
parts and access to common use.

In ‘old’ houses, there are sometimes problems with the basements and roofs. The legal status of
these quarters, especially in buildings in the city centre, remains a very hotly debated issue in Russia.
During the privatization process in the 1990s, these buildings were privatized (regardless of their
technical status as multi-apartment buildings), with legal restrictions imposed upon them, and re-
rented by different commercial firms and municipalities. This problem has a double effect on

2t The project was supported by the EUSP Interdisciplinary Centre ‘Res Publica’ and funded by Dynasty

Foundation (Russia).

2 This project was funded by USAID.
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homeowners’ associations. On the one hand, the owners of these quarters established and
registered homeowners’ associations as a forum to fight for their full rights. On the other hand, some
owners were scared off by the associations because they did not want to be part of the community.

However, on the basis of the field data, | can conclude that the presence of an external threat is a
strong factor for integration. In most cases, common things became the subject of all of the
homeowners’ interactions. There are at least two reasons for this. First, these things constitute the
minimal set of items that support building functionality and thus represent a ‘subsistence minimum’
in any multi-apartment building exploitation. Second, the ‘manifestation’ of these objects happens
regularly in most buildings due to breakage.” This breakage indeed creates the need for homeowner
communication, but how should the financial responsibility for repairs be divided and how should
these repairs be organized?

The most striking illustration of relationships based on common property concerns the allocation and
governing of parking places. The first reason for conflict is the fact that not all homeowners own cars
nowadays. The second reason is that there are not enough parking places at most apartment
buildings. Thus, the decision on how much land should be allocated to parking places forms the core
of the debate between car owners and others, e.g. the parents of small children interested in
playgrounds, pet owners, pensioners who prefer to plant flowers around the building, etc. The
distribution of parking places is also a very acute issue for homeowners’ associations. Many different
decisions are involved: whether to expand parking lots via construction work, introduce a parking
time-table, etc.

In two cases in my sample, a republican solution for distribution was used. Lots were drawn to
division parking spaces. However, this mechanism must be executed with procedural norms to
ensure the legitimation of the community’s decision. A special commission consisting of homeowners
must be established to monitor the procedure, the procedure itself must be maximally transparent,
and the result must be codified immediately. The correct execution of this procedure could help
associations to prevent corrupt practices. In reality, however, this procedure is not widespread, or it
is executed with various violations. Conflicts about parking places are sometimes solved by means of
informal practices of a different character. In some cases a physical altercation (such as fighting or
vandalism) or the ‘law of the jungle’ might be involved, while in other cases interested car owners
can give bribes to the association’s manager.

In conclusion, private interests prevail over common interests in the distribution of limited resources.
The ‘common thing’ thus did not become a common cause and an object for joint care, but a
resource that all members of the community fought over.

Ideally, the whole community must be integrated around common goods producing. What is
commonweal in homeowners’ associations? The answer resides in its judicial definition: joint
management of common property in a multi-apartment building. But as the analysis of participation
will show, this common good is not universally recognized by homeowners. For many homeowners,
common goods produced by associations are significant. Among such common goods is comfortable
living. As one homeowner said, ‘What is the main issue? That our house is clean and beautiful.” But
producing this kind of common good also entails obstacles in the form of non-payers and free riders.

2 Such breakages take place not only in ‘old’ buildings but in ‘new’ buildings, too. The breakage is due to

the poor quality of construction; Russia still lacks a certification system for construction companies.
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As we shall see, there are two forms of participation: political and practical. In the political sense,
there is participation in common meetings and the use of self-government to develop the
association. In the practical sense, financial contributions to the production of functional common
goods can be made. How these common goods are supported and provided by association members
will be described later in the chapter on participation.

The next republican characteristic is the special concept of freedom realization. This concept is very
important for a republican community, but in the case of homeowners’ associations, members’
freedom is a very philosophical question. Are owners free in their decisions about common property?
How does the community constrain them? All of these questions are very serious and are the object
of large-scale separate research. For this analysis it is important to remember that formally, all
homeowners are equal in their rights and their votes depend on the size of their quarters. On the
other hand, the minority must accept the majority’s decision. This does not contradict republican
principles.

Recognition of members’ contributions at the level of homeowners’ associations can be judicial and
ideological. First of all, it is necessary to clarify what effect a contribution has on community
development and functioning. Where are the two kinds of contributions. The first kind is official:
payments for services, voluntary donations for additional equipment, and participation in decision-
making processes. These kinds of contributions are described and regulated by the Housing Code and
Russian law. The second kind of contribution is informal: volunteer work and initiatives for building
improvement and mediation in conflict situations. The first kind of contribution is rewarded by the
absence of judicial problems in most cases. The second kind could be rewarded by other members’
respect.

But for a classical republic with its constant competition in civic virtues, recognition has an additional
effect: it contributes to the community’s ability to commemorate and immortalize its members, i.e.
to honour them as a standard of virtue for future generations. However, this aspect poses a problem
in homeowners’ associations. People do not seek meaning in their lives from this kind of community.
It would be strange to dedicate one’s life to such a community. The ideas of motherland, religion and
patriotism are more important to most people than their apartment. This phenomenon is influenced
by community ideology. The process of establishing a community identity and forming symbolic
significance is a very long and complicated process. In certain cases this has taken place to some
extent. For example, some homeowners’ associations have produced their own symbols, such as
flags, logos, etc. Some multi-apartment buildings constructed in the 19th and early 20th centuries
have a very rich history, and this history has become the basis for identity development. It is
nevertheless difficult to conduct a monosemantic evaluation on identity and ideology in
homeowners’ associations because they have not been around for very long.

Civic virtues are very important in homeowners’ associations. As mentioned above, two kinds of
contributions constitute representations of ‘good citizens’ in these groups. In a technical sense, the
most important virtue is regular payment for services. But the problem of non-payers and free riders



Dilorom Akhmedzhanova: Modern Russian Homeowners’ Associations as Res Publicae. Commonweal and Corruption

Paper presented at the Changing Europe Summer School 2010

13

is a typical problem for any homeowners’ association — in ‘old’ and ‘new’, large and small, average
and even elite houses.”

The second kind of contribution (volunteer work, mediation in conflicts) is fairly uncommon and not
widely recognized by community members. One of the reasons for this lack of recognition is that
these contributions have not been defined as important for associations.

The most important kind of civic virtue within homeowners’ associations is participation in decision-
making processes. This kind of contribution plays an important role in this analysis and therefore
needs to be examined in more detail.

Russian housing law stipulates that at least one common meeting must be conducted per year. The
formal purpose of these meetings is to present the association board’s annual report and re-elect the
board; these activities are mandatory. Additionally, the introduction of new services, distribution of
payments, identification of non-payers, etc. could also take place at these annual meetings.

If the association takes a vote, the decision is legitimate if it is supported by at least 50% +1 member
of the association. The special procedure of absentee voting was officially adopted only two years
ago. This format was introduced due to difficulties with quorum gathering in annual meetings and
technical problems with holding unscheduled meetings, such as renting a large hall, mailing official
invitations, and preparing certain documentation.

At this point we can move on to the main part of this analysis: participation. There are different ways
to evaluate participation in homeowners’ associations.

Over the course of the research for the ‘Homeowners’ Support Project’, a special ‘participation index’
was created. Based on the answers for 11 questions in the questionnaire for homeowners in Tver’,
Perm’ and Nizhniy Novgorod,” the index characterizes the residents’ level of participation, readiness
for participation, and degree of interest in association activities.

The index exhibited a dispersion from minus 9 to 10 (potentially from minus 13 to 11), indicating an
average tendency favouring participation over non-participation. This index was configured into five
groups, from total non-participation to full participation. The index spreads in interval and group
expressions are shown in appendix 3.%

4 A more detailed description of this process is given in: Akhmedzhanova, Dilorom: The Problem of

Collective Action Inside Homeowners’ Associations in Russia, paper presented at the Changing Europe
Summer School IV. Civil Society in Central and Eastern Europe before and after the End of Socialism
Kyiv (Ukraine), 27 — 31 July 2009, http://www.changing-europe.org/download/Summer_School 2009/
Akhmedzhanova.pdf

The list of these questions can be found in Appendix 2. The statistical analysis was made by Lev Shilov,
project analyst. Part of the report is published in Russian at: http://www.tsj.ru/forum.asp?
ForumID=502&id=261510&showtext=0&act=view&page=1&pagenum=8&print=1, accessed 27 May
2010.

The index groups were formed in the following way: [-9;-5] — the lowest level of participation, followed
by the intervals [-4; -1], [0; 2] and [3;6], with [7;9] being the highest level of participation.

25

26
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As the graphics show, the ‘high participation’ group is larger than the ‘medium participation’ group
(38.08% vs. 31.78%).” Note that the value of ‘medium’ tends to ‘high’, with the highest limit of
interval 2 significantly higher than the lowest value of interval 0.

The dependence of the index on the general respondents’ characteristics was also analysed. There
was no correlation with the homeowners’ sex, but there was a correlation with their age. The group
under 30 had a low value in this index; the highest values were in the groups aged 30-40, 40-50 and
60-70. We can therefore conclude that the older the homeowners were, the more disposed they
were to take part in homeowners’ association activities.

Salary level and the size of payments to homeowners’ associations did not influence the index values.
However, household size was significant for participation level: singles were found to be less inclined
to participate. The length of residency in multi-apartment buildings also influenced the level of
participation; the highest value was assigned to groups living in the building for more than 20 years,
while the lowest value was exhibited by groups who had lived in their multi-apartment building for
less than 5 years. There was no significant correlation of the level of participation and the level of the
respondents’ education and profession, but as expected, pensioners were more inclined to exhibit a
high level of participation.

The general conclusion from the analysis of this index is that pensioners are more likely to participate
due to their age and length of residency in the house.

How is participation determined in homeowners’ associations?

There were two assumptions for this part of the analysis. The first supposition was that homeowners
who are more interested and informed about the associations’ activities would be more given to high
participation; this assumption was confirmed by statistical tests. The second assumption, concerning
dependence between the level of solidarity (readiness to help neighbours solve small problems,
loyalty to non-payers) and the level of participation, was not confirmed by the analysis.

How did the homeowners’ opinion of the management as well as their view of the level of
transparency and efficiency in their homeowners’ association correlate to ‘high’ and ‘low’ levels of
participation? The following trends emerged:

1) Respondents with a high level of participation thought that there were small allowable
difficulties during common meetings; respondents with a low level of participation thought that
the common meeting was a waste of time.

2) Respondents with a high level of participation were satisfied with the information provided
about the associations’ activities; respondents with a low level of participation held the opposite
opinion.

3) Respondents with a high level of participation judged the maintenance of their buildings as
‘satisfactory’ or ‘good’; homeowners with a low level of participation said that they were unable
to pass judgment on the maintenance work (‘don’t know’, “difficult to say’).

7 It is important to emphasize that for participation in this project, there was a special tender both for

target regions and homeowners’ associations involved in the research. It means that the sample was
filled by the more advantaged homeowners’ associations.
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4) Homeowners with a high level of participation evaluated the association chairpersons’
qualifications as sufficient for their functions; homeowners with a low level of participation held
the opposite view.

5) Homeowners with a high level of participation were more likely to entrust multi-apartment
maintenance and association management to the association chairperson; in contrast,
homeowners with a low level of participation were more inclined to entrust these tasks to
special housing management companies.

In general, | can conclude that the higher level of participation correlated to the level of information
about overall building activities and to the level of satisfaction with the building maintenance.
Participation was less connected with financial position, number of common meetings per year or
access to specific information. An additional discriminant analysis showed that there were no clear
factors capable of influencing the values of the participation index.

How was the homeowners’ participation evaluated by the associations’ chairpersons? To answer this
question, data from the chairpersons in the same homeowners’ association survey were analysed.
Most of the chairpersons felt that the problem of participation was the most acute for associations.
Thus, 88% of the chairpersons responded that ‘indifferent attitude to common property and
association activities from the side of the homeowners’ was a serious problem for their association,
while 76% of the chairpersons supposed that more active involvement of the homeowners in
association activities could improve the efficiency of the associations. But with respect to the
homeowners’ behaviour, the most pressing problems were cited as non-payment (33%), non-
participation in common meetings (24%) and lack of participation in common works (16%).? In other
words, the chairpersons felt that most problems were due to the homeowners’ lack of participation
(either financial or in terms of activities).

Why were there such strong contradictions within the same associations? There are two sources for
this asymmetry. The first source is the fact that people prefer to make themselves look good, and are
therefore unlikely to criticize their own level of activity. The second reason concerns the asymmetry
in information and evaluations: the chairpersons sometimes did not have complete knowledge about
their associations” members or had different concepts about the homeowners’ levels of activity and
participation.

Remarkably, the experts polled for this research held the common opinion that the best role for
homeowners is to simply pay for services without actively participating in decision-making processes.
The experts explained that the communication costs in decision-making are very high, especially
because homeowners are not experts in specific technical matters.

Why are there so many contradictions? Let us consider three components of participation: regular
payments, taking part in common meetings and participation in common works.

The first form of participation is currently a very acute problem for homeowners’ associations and
housing cooperatives, as well as for any multi-apartment houses. For example, the population’s debt
for housing/communal services in the Leningrad region alone in 2008 was more than 1 billion rubles

28 See appendix 4.
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(approximately 22.7 million euros).” There are various reasons for non-payment, of course:
tardiness/disorganization, poverty, dissatisfaction with the quality of received services, etc. As the
expert data in my dissertation research show, the non-payer problem became increasingly
perceptible not only because of rising levels of non-payers, but also, and maybe even mostly,
because there are no effective methods to force non-payers to pay that are permissible in Russian
law.

The second kind of participation concerns not only the homeowners but also the board. There have
been cases in which common meetings were deliberately organized to occur when the majority of
homeowners could not attend. For instance, meetings have been held in an inconvenient location
(such as across town), or invitations to the meetings were not sent two weeks beforehand, as
required by law, but at the last moment. Such violations usually take place to arrange a vote to
approve a decision that will only benefit certain groups, or to falsify the annual report as
‘satisfactory’ despite numerous violations in association activities.

In most cases, however, the homeowners themselves are simply not interested in attending these
common meetings. Typical excuses for skipping the meetings include ‘I hadn’t enough time’, ‘My
opinion doesn’t matter’ and ‘There are enough people without me to make decisions.” There are
deeper reasons for the absenteeism at common meetings, however.

One of the reasons for non-participation concerns the weakness of the management system itself.
Indeed, it is not possible for the homeowners’ associations to influence most of the fees for
communal services; services like water (hot and cold), heating and electricity are sold by
monopolistic companies.®*® The procedure to change service companies is also usually very
complicated, and it is not popular to change companies even if the services provided are poor.

And of course, the behaviour of the associations’ managers and chairpersons is not transparent in all
cases. There could be different forms of violations from their side, such as collusion with suppliers
resulting in kickbacks or ineffective or criminal distribution of payments.

One of the most common reasons for replacing chairpersons is misappropriation of association
finances. There were three such cases in my dissertation research. These events tend to follow a
standard scenario. Most homeowners are not control of their board; in the cases | observed, an
initiative group collected and initiated an audit procedure after two or three years. After that
common meetings were conducted and evidence of fraud was presented to the homeowners. But
even when such scandals occur, it is still difficult to gather a quorum for a common meeting.

The second cause of non-participation resides in the nature of the homeowners’ associations. In
terms of day-to-day significance, these associations are not really organizations or communities, but
simply entities pertaining to housing. When people come home, they want to relax and enjoy their
private lives, not participate in common meetings and discussions. This conflict between public and
private life is a very big reason for the low level of participation in decision-making processes.

2 http://www.newspb.ru/allnews/462829/ data from Leningrad regional governance. Total statistics for

all of Russia have not been gathered. It is therefore only possible to estimate the level of non-paying in
the communal-housing sector in a fragmentary way.

This monopolism is not so much due to political and economic interests, but to technical reasons. To
some extent, these companies are natural monopolies.

30
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Additionally, the residents’ conception of physical borders provides a very good index of attitudes
toward the associations. Homeowners find it difficult to define the borders of their courtyards —
where does home end and the street begin? Enclosed courtyards are more often defined as a middle
ground between home and the street, but for many of my informants, the doors of their apartments
constituted the border between their territory and the outside world. In most cases the owners’
concepts about ‘their’ territory are limited to the physical confines of their apartments. However,
they consider the courtyards, which they formally share with the other tenants, to belong to others.
Given this attitude, it is not surprising that many homeowners are not interested in association
activities or membership.

In conclusion, participation in homeowners’ associations is a process that is influenced by many
different factors, including the management system, individual features, and the conflict between
one’s public duty to take part in decision-making and the wish to simply enjoy one’s private life.

6. Conclusion

Modern homeowners’ associations in Russia do not have a long history and have not yet formed a
perfect management system or instilled a common value system. The notion of ‘common things’, i.e.
common property, is easy for residents to grasp, but there is still no common understanding of ‘civic
virtues’ within these associations. Some attempts have been made in this regard, but even if these
virtues are shown to be valuable, the mechanisms for establishing community recognition of these
virtues and for recognizing contributions toward community improvement are not sufficient.
Homeowners’ associations have not yet succeeded in creating a strong ‘sense of meaning’ or a group
identity for which members would be willing to forget about private interests. It is difficult to speak
of ‘citizenship’ in these associations; in most cases only ‘membership’ is involved. And thus far, ‘civic
virtues’ are merely understood as ‘responsibilities to the association’.

These associations exhibit commonweal in the form of joint self-government, but not all
homeowners share this common good. The associations produce common goods like a comfortable
living environment, but there are a lot of free riders taking advantage of these goods. Why does this
happen?

The main basis for corruption in these associations is the lack of participation. There are a lot of
structural reasons for the low level of participation — from poverty to ineffective management of the
common meetings. But one of the main problems for any homeowners’ association is the constant
tension between the desire to simply enjoy one’s private life at home and the necessity to conduct a
public life. The real republicans prefer an active public and political life. But when there are attempts
to forcibly plant this public life into the private sphere, civic virtues and recognition by the
community depreciates; home is the last place where political activity should have to take place.
Thus, because of this unique tension between private and public, homeowners’ associations cannot
be viewed as republics in the full sense.

In the republican view, the domination of private life over common interests is tantamount to
corruption. Indeed, this domination paves the way for all sorts of corruption, from falsified common
decisions to bribes and kickbacks.

The challenge now is to create a kind of management and control system that does not require total
and constant participation yet protects associations from degradation processes.
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Appendix 1

Table 1. Statistics of homeowners’ associations in Russia 1993-2006

Year Number of multi-apartment buildings
1993 9

1994 80

1995 325

1996 615

1997 1875

1998 3351

1999 4100

2000 4800

2001 5500

2002 6500

2003 7500

2004 9740

2005 12244

2006 18467

2007 no data available in open sources
2008 no data available in open sources
2009 (9 September) 55864

Source: 2009 — The Association of NGOs to Promote the Development of Homeowners’ Associations and
Housing Cooperatives, http://tsg-rf.ru/library/509, accessed 8 May 2010; 1993-2006 — The Practice of Russian
Federation Housing Code Realization. The Urban Economics Institute, www.urbaneconomics.ru, accessed 8
May 2010.

Comment 1. Growth since 1996 is due to the adoption of the ‘About Homeowners’ Associations’ law (this law
was cancelled after the passage of the new Housing Code).

Comment 2. Growth from 2007-present is due to the passage of Federal Law 185 ‘About the Foundation to
Housing and Communal Reforming Promotion’ 21 July 2007. Based on this law, a special programme for capital
repairs funding was adopted.
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Appendix 2

Questions used to create the ‘Participation Index’.

1) Do you discuss problems with your homeowners’ association with your neighbours? (‘Yes’: +1).

2) Are common meetings between homeowners and members of your homeowners’ association
conducted? (‘Don’t know’: -1).

3) Do you participate in these common meetings? (‘Yes’: +2, ‘Sometimes take part’: +1, ‘Have never
participated because not interested’: -1)

4) Do you receive information about common property maintenance? (‘I’'m not interested in this
information and do not receive it’: -1)

5) Are the plans for common property maintenance and repairs discussed in common meetings?
(‘Don’t know’: -1)

6) Do ordinary homeowners’ association members participate in decisions about the salary levels of
association chairpersons, managers and personnel? (‘Don’t know’: -1)

7) Do homeowners have opportunities to find out how money collected for services was spent?
(‘Don’t know’: -1)

8) Do homeowners participate in decisions on how much money is spent on common property
maintenance? (‘Don’t know’: -1)

9) What is the role of a homeowner? (‘Only to pay for maintenance and building repair, without
participating in decision-making about the kind and amount of work for maintenance, the cost of this
work and form of payment’: -1)

10) Describe the level of your personal activity in your homeowners’ association development and
functioning. (‘Very active’: +2; ‘Active’: +1; ‘Fairly inactive’: -1; ‘Totally inactive’: -2)

11) Would you like to take part more actively in your homeowners’ association’s activities? (‘Yes, |
would like to take a more active part’ or ‘Yes, | would like to give consultations’: +1; ‘No’: -1)*

3 Questions about potential participation are characterized as indirect readiness to participate. These

questions are therefore also included, but with the weight minus 1, because they are subjective.
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Appendix 3

‘Participation index’. Statistical Distribution. Data from the research within ‘Homeowners’ Support

Project’
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Distribution of answers from homeowners’ association chairpersons to the question:

‘Which homeowner behaviour creates the most problems for the association?’

Behaviour Percent®
Late or non-payment of compulsory fees for common property maintenance 33
Use of apartments for purposes other than living 3
Prohibited renovation of apartments (e.g. replacing internal walls) 8
Use of common property for private needs 3
Use of land for private needs 6
Improper maintenance of apartments 3
Non-participation in common meetings 24
Non-participation in common works projects approved at the common meeting 16
Disorderly conduct 2
Complaints about the board and chairperson 2
Total 100

% This question supposed a multitude of possible answers; the averages were standardized to 100%.




