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Abstract

The quality of the urban communal environment depends on the collaboration
among homeowners association, residents, and property management companies.
However, many references show that their relationship is not harmony. Therefore,
the main purpose of this paper is to theoretically analyze these three actors’
institutional incentives and behaviors under current urban communal governance
based on the transaction cost perspectives. Moreover, the paper also investigated 26
communities in Tainan County compared to the theoretical analysis. The results
show that the rational choice of residents is to be free riders in communal
governance, which is constrained by the prisoner dilemmas. Hence, the transaction
cost is very high in communal governance through voluntary cooperation that the
institution of homeowner association is emerged in urban communal governance.
However, the board members of homeowners also lack incentives and professions
to purse the benefits of the whole community but may narrowly focus on their
personal or small groups’ interests, which also creates transaction cost. Therefore
homeowners association contracted out most functions of urban communal
governance to property management company. However, property management
companies under this institutional structure of urban community in Taiwan will
rationally choose to satisfy the demand of board members to sustain the contracts
and ignore the demand of the majority residents. Furthermore, these property
management companies also use their information advantage to do rent seeking
behaviours, which also create transaction cost. How to reduce these transaction cost
in current urban communal governance needs more future researches to address.

Keywords: Communal governance, Homeowners association, Property
management company (PMC), Transaction coast, Strategy
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