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PREFACE

This study is concerned with the examination of the
spatial equity of ad valprem tax andvits administration in
Oklahomag A comparison is made between a house value fre-
quency distribution based on values estimated by the owners
and fouﬁd in the 1970 Census of Population and Housing, and
a house value frequency distribution based on‘appraisal
values for tax asseésment purposes. The basis for this seg-
ment of the study is to compare tax-based property value in-
formation to an alternative type of property value informa-
tion. A further examination of the spatial equity of the ad
valorem tax is made on £he basis of five selected tax criter-
ia.

The author would like to indicate his sincere apprecia-
tion to his principal adviser, Dr. Keith D, Harries, for his
guidance and suggestions in the development of this studyz
Appreciation is also extended to the other advisers, Mr. Paul
Hagle, and Dr? John F. Rooney, Jr., for their assistance with
this study.

Appreciation is expressed to Mr. Harold D. Watson, the

past health planning director and to Mr. Bill H. Hill, Execu-



Director of the Kiamichi Economic Development District of
Oklahoma, who demonstrated understanding and encouragement
during much of the preparatioﬁ of this study.

Finally, a’special.note of gratitude is extended to my
parents,‘my wife, Betty, and our daughter, Michealle, for

their patience, tolerance, understanding and encouragement.
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CHAPTER I
INTRODUCTION AND IDENTIFICATION OF THE PROBLEM
Introduction

In the State of Oklahoma, ad valorem tax is a tax levy
on real and personal property. It is only a local revenue
source and is the most important‘revenue producer for local
government units. It is levied on the assessed value of
real and personal property as listed on the official county
tax rolls. The jurisdiction of the governmental organiza-
tions for taxation purposes and the definition of taxable
property is stated in the State Constitution and Statutes.

Of the two types of property covered by ad valorem taxa-
tion, the levies on real property or real estate result in
the greater revenue receipts. The study at hand is concerned
primarily with fhe real property category of ad valorem taxa-
tion.

The tax on real estate has been the subject of consider-
able debate and the object of a vast amount of criticism.
Students of public finance have utilized a broad range of

criteria in evaluating various methods of raising revenue.



The following is a list of some that are frequently used:

1. Equity: 1Is the intent of the tax laws admin-
istered fairly to all members of the tax-
payiné public?

2. Certainty: 1Is the tax administered without
capriciousness?

3. Consistency between governmental entities in
the economy of taxation: Is there consistency
between governmental entities in the cost of
administering the ad valorem tax?

4. Consistency in assessments between various
jurisdictions: 1Is there consistency between
counties in the levels of the average assess-
ment ratios?

5. Social Expediency: Does the revenue program
operate well within changing economic circum-
stances?

Strong criticism, such as the following has been voiced
against property tax: "Except for productivity, general
property taxes have ﬁo strong theoretical support."l For
further emphasis, the following statement is submitted:

When subjected to the practical tests of ease
and economy of administration and fairness of ad-
ministration, general property taxes loock even
worse than they do in theory.

The criticisms of property tax have stimulated an in-



terest in examining this method of taxation in greater depth.
It is the aim of this study to examine, in detail, selected
aspects of the ad valorem tax and its administration that
have an influence on its spatial equity.

Examples of previous research dealing with the study of
ad valorem taxation will be reviewed along with various con-
ceptual and explanatory works. Incorporated in the study
will be an inspection of property tax administration in
Oklahoma which will serve as an orientation to a comparison
of the value of sample owner-occupied homes as estimated by
the owner to the value of the home based on tax‘assessments
in Stillwater, Oklahoma. Finally, an examination will be
made of the spatial and temporal variability of the property
tax administration in Oklahoma on the basis of the five

previously stated tax criteria.
Previous Studies

A limited presentation of the administration of ad
valorem tax was made in the book Municipal Government‘ggg
Administration in America by Jewell Cass Phillips.3 Although
Philiip'é treatise is devoted primarily to municipalities,
the indicated chapter remains apropos to the examination of
the administration of property tax on the county level of

government. This is indicated by the municipal property tax



situation in Oklahoma. The municipalities in Oklahoma do

not support a separate agency for the collection of property
taxes which have been levied by the city. The collection

of the property tax and its administration is c%nducted by
the Office of the County Tax Assessor; After thé collection
of all property taxes, the monies belonging to the various
governmental subdivisions, such as municipalities, paving
districts, school districts, and counties, are apportioned
according to their share of the total receipts. The govern-
mentai units utilize the counties' assessments of property
values and the counties' established mechanism for tax admin-
istration. Notwithstanding various technicalities and étatu—
tory limitations, the separate governmental units, in general
determine their own respéctive tax levies. For example, an
individual could conceivably be under the taxation jurisdic-
tion of a paving district, a sewer district, a school dis-
trict, a municipality and a county. The realm of‘purpose

for property taxation ﬁhat many of these subdivisions are
limited to is for\the retirement of capital debﬁs.

Phillips provides a definition and brief description of
the administration of the general préperty tax and indicates
weaknesses in its theoretical, administrative, and legal as-
pects. Arguments for alternatives to various weaknesses are
presented.

Another treatise on the general property tax was incor-



porated in the book Taxation and Public Policy, edited by
Paul Studenski.4 The general method by which the property
tax operates was described. A number of shortcomings was
brought out and potentiai improvements in the administration
of the tax were suggested.

A broad spectrum of various types of taxes and their
administration, including the genetal property tax, was re-

viewed in the book Your Taxes by William V. Schultz.5 The

approach to the examinationief ad valorem tax was similar to
the two previously mentioned worksf The procedural aspects
of the tax were described with weaknesses indicated and im-
provements discussed and suggested.

A number of studies have been conducted dealing with ad

valorem taxation in a specific geographical area. A study

by Ansel M,>Sharp and Duck Nam entitled A Study of the Pro-
perty Tax in Pottawatomie County, Oklahoma, investigated the
property tax and its relationships with assessed property in
that county of Oklahoma,6 This study was broken down into
two parts:

Part I involves an examination of property tax
assessments, levies, collections, exemptions,
and an investigation of the relationship of
property tax revenue to the financing of muni-
cipal school districts, and county government
services.

Part II entails an assessment ratio study, i.e.,
a study of the relationship of assessed valua-
tions of property and appraised valuations.’



The study by Sharp and Nam is an extensive work devoted

strictly to the examination of property tax. 1In Part II of

the study, the assistance of professional real estate ap~

praisers was secured.

A study was conducted in Payne County, Oklahoma dealing

with the examination of real property tax assessments entitl-

ed, An Analysis of Real Property Assessments in Payne County,

Oklahdma, by L. A. Parcher énd Paul T. Dyke.8 Thevobjectivés

of the study were to:

1.

Compare assessment ratios of rural and urban,
improved and unimproved, and homestead and
rental properties.

Determine the effect of homestead exemption

on tax revenues and the effects which a change
in the homestead exemption law might have on
revenues and on taxpayers.

Analyze the consequences and effects of uni-
form assessments on tax revenue, property
values and land use.?

In this study the indication of property values to which

the assessed values were compared were obtained from either

the buyers or sellers of property recently involved in a

transaction which was recorded in the public records,

Information concerning assessment values of both
land and improvements, stamp value (federal tax
stamp), mortgages, name of grantor, name of gran-

tee,

legal description of property and homestead

exemption deductions were obtained from public
records for each sale. The buyer or seller was
then contacted in order to learn the actual sale
value of the pr0perty.10'



It is possible to express an assessment ratio of a
given piece of property by determining the percentage the
assessed value is of the actual market value of the property.
According to Parcher and Dyke's study, about sixty percent
of all improved urbén property assessment ratios in Payne
County fell within the range of 14.56 to 24.28 percent;
approximately twenty-nine percent of the properties in this
category had assessment ratios higher than 24.28 percent.

The Stillwater Education Association conducted a tax

study entitled, Study of Assessed Valuations on Real Estate

in stillwater, Oklahoma. !l One of the purposes of the study
was>to investigate: "Some of the reasons that our local
schools are starved for funds in operational budget and
building needs."12 The data in this study were compiled by
an abstracting firm in Stillwater. The data were recorded
for.individual property sales during a single year with the
sale price, the assessed value and the assessment ratio
examined.

In 1965, the Stillwater League of Women Voters conducted

a Payne County Fiscal Study,l3 This study encompassed an
examination.of Payne County fiscal management, the collection
and dispersal of county funds, and county districting. The
League of Women Voters pointed out:

According to our study, there is a great varia-

tion in the relation between assessed value and
real sale value of real properties within both the



county and the City of stillwater.? g
It was indicated in this study that of three groups of pro-
perty values the average assessment ratios were: $0 -
$10,000, 20.93%; $10,000 - $20,000, 19.26%; and $20,000 and
over, 13.94%. According to the League of Women Voters:

This seems £o indicate that the principle of ad

valorem tax, which is taxation according to value,

is not strictly applied due to the inequity of

assessed valuations.

A data sheet was obtained from the Stillwater League of
Women Voters which provided information dealing with several
éspects of ad valorem taxation. The sheet provided infofma—
tion dealing wifh assessment ratios by housing additions
within the City of StillWater. Among other types of data, a
frequency distribution was also presented which indicated
the numbers of properties having particular assessment ratios
within.the total group of properties sold in‘a given year's
time.

United States Representative Ken Hechler (R), of West
Virginia expreésed before the House of Représentatives a
concern for inequitable practices in property tax assessments
throughout the country. Representative Hechler indicated a
hope that factual information dealing with current tax as-
sessment practices brought to the attention of lawmakers and

the public would be instrumental in eventually leading to

the amelioration of this problem. On the basis of concern



for this problem, he provided for a tax assessment study to
be entered into the Congressional Record. The study was en-
titled "The Property Tax: A Study.of inequality of Valuation
and Assessments in Texas" and it was compiled by a group of
students working for Ralph Nader.16

A general outline of the methods by which property is
assessed for taxation in Texas was presented initially in
the stﬁdy, The primary focus was an examination of assess-
ments on propefty which had been leasedifor the purpose of
exploiting petroleum or for speculation on petroleum produc-
tiénf | |

The difficulty of ascribing a value to oil and gas pro-
perty ié emphasized by the following method of evaluation.
The calculation of the future value of the property takes
into consideration such aspects as the estimated size of the
petroleum reserves, the rate of production, cost of produc-
tion, and the price of the product. The present value of the
property is ébtaiﬁed by discounting the future value on the |
basis of prevailing interest rates and such other factors as
those mentionéd above. A comparison was made between the
vaiue of oil énd gés leases as determined by an independent
appraisél firm hired by a local governméntal unit for tax
assessment purposes and the valuation of the property based
on future revenue projections of the petroleum industry it-

self. It was found that the independent appraisal firm
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judged the value of the property at, generally, fifty-six
percent less than the values based on the petroleum indus-
try's projections.

The Oklahoma Tax Commission, which is an agency of the
state government established to tax privately owned public
utilities, to assist counties in their administration of the
ad valorem tax and to promote the greater uniformity of pro-
perty tax administration between counties, has compiled a
number of statistical reports on the ad valorem tax and its
administration. These reports have been concerned with such
aspects as the average assessment fatios of different types
of property, the‘éverage assessmentbratios of property with-
in different counties, the cost to different counties of ad-
ministering the tax and the variation bétween counties in

their tax bases.
Discussion of the Ad Valorem Tax in Oklahoma

In the State of Oklahoma the office of tax assessor is
an elective office. Title 68, Section 2401 of the Oklahoma
Statutes enabled the creation of the Office of the County
Tax Aséessor and states the method whereby the office will
be filled:

Creation of Office of County Assessor. There is

hereby created the Office of County Assessor in

and for each county in this state, which office
shall be filled at the same time and in the same
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manner as other county offices. The term of any

person elected to such shall be two (2) years and

until his successor is elected and qualified, and

shall begin at the first Monday in January follow-

ing his election, 17

Bésically, the qualifications for eligibility to hold
the elective office of County Tax Assessor is to be a quali-
fied voter in the county in which the individual is running
for office.

Obviously, the method of installing the tax assessor
in office and the qualifications fdr eligibiliﬁy may be
viewed with mixed emotions. The election of the tax assess-
or by popular vote has basic "grass-roots" appeal to many
of the electorsf It is contended that electivé governmental
offices tend to be more responsive to the people. in con-
trast, an appointive officer would tend to be less receptive
to the wishes of the people due to a type of isolation re-
sulting from greater employment security.

Realistically, the electing of tax assessors tends to
make them receptive to political pressurés from various
quarters. In modern politics the financial expense of cam-
paigning has some impact on which individualsnwuractualiy
run for office. In such circumstances, campaign contribu-
tions may be of great importance.

In some areas, including parts of Oklahoma, the poli-

tical party to which a candidate belongs may have a great

bearing on whether or not an individual is elected. The
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Democratic Party in Oklahoma has historically tended to be
dominaﬁt in state politics. With strong party sentiment,
many individuals have, and continue to, vote a straight tick-
et, i.e., voting for all candidates in the same party run-
ning for the respective elective offices. As a result of
these considerations, political candidates would logically
tend to pay close attention to party affiliation and party
internal power structure.

The duties and powers of the County Tax Asseséor are
clearly indicated in paragraphs b and c of Title 68, Secﬁion
2435 of the Oklahoma Statutes. The law states:

(b) The County Assessor shall assess and
value all property, both real and personal, which
is subject to assessment by him and shall place a
separate value on land and improvements in assess~
ing real estate; and he shall do all things neces-
sary, including the viewing and inspecting of pro-
perty, determine the accuracy of assessment lists
filed for him, discover and assess omitted pro-
perty, and determine the taxable status of any
property which is claimed to be exempt from ad
valorem taxation for any reason.

(c) In the performance of his duties, the
County Assessor, or his duly appointed and auth-
orized deputy, shall have the power and authority
to: (1) go upon any premises and enter any busi-
ness building or structure and view the same and
the property therein, and to view, inspect, or
appraise any property located within his county;
(2) examine any person under oath in regard to the
amount or value of his property.

The acquisition and maintenance of a staff by the County
Assessor is jindicated in Title 68, Section 2438. The follow-

ing is part of that section:
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Each County Assessor shall be allowed such regular
. or special deputies.as may be necessary to perform
the duties of such County Assessor. The number of

.deputies and the salary or compensation of each

- deputy shall be fixed by the County Assessor, with

the approval of the Board of County Commissioners.

It shall be the mandatory duty of the Board of

County Commissioners and County Excise Board to

.allow the County Assessor sufficient deputies at

salaries large enough to enable the County Assessor

to secure. competent help so that he will be able to

perform the duties required of him by law in an

effective manner. '

All property, both real and personal, is taxable in the
county, school districts, and municipal subdivisions, except
for those types exempted and defined by law from ad valorem
taxation. There are basically two categories of property
that is not subject to ad valorem taxation: (1) traditional-
ly non-taxable property such as that belonging to religious
organizations and governmental units or agencies; and (2)
property which is taxed by some other governmental entity,
like the Oklahoma Tax Commission at the state level which is
concerned with property such as railroads, and privately
owned public utilities.

All property suitable for ad valorem taxation within
the county must be listed with the County Tax Assessor. All
personal property must be listed indicating the value of the
property each year; however, the owner of real estate is not
compelled to list that type of property each year. The owner
has the option of listing or of letting stand the prior list-

ing on the tax rolls. The County Clerk, who is the recorder
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of deeds, keeps the County Assessor informed of real estate
transactions and the law requires that owners of real estate
must keep the Assessor informed of any new improvements.

The assessment of property is the placing of value on
that property for taxation purposes. The assessments of pro-
perty in Oklahoma are a fraction of the actual cash value of
the property. The state law requires that property for the
purpose of ad valorem taxation cannot be assessed for more
than thirty-five percent of its true cash value. The follow-
ing exerpts from Section 2427 of Title 68 of the Oklahoma
Statutes indicates the limitations of an assessment:

(a) All taxable personal property, except
intangible personal property, shall be listed and
assessed each year at not to exceed thirty-five
(35) percent of its fair cash value, estimated at
the price it would bring at a fair voluntary sale.

(b) All taxable real property shall be as-
sessed annually, at not to exceed thirty-five (35)
percent of its fair cash value, estimated at the
price it would bring at a fair voluntary sale, as
of the first day of January of each yeaéc0 but need
not be listed with the County Assessor.

The tax levy is the amount of money paid in tax per
unit of assessed value of the taxable property. The levy
is generally expressed in terms of mills which are thousand-
ths of a dollar or tenths of a cent. The amount of taxes
paid on a particular piece of property is dependent upon the

assessed value of the property and the mill levy. The fol-

lowing formula is submitted in order to clarify the previous-
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ly discussed relationships:

Real Value of Assessed Value of" 25 Mill Levy Tax

Property 35% of Real Value at Tenths of Paid
’ a Cent
$10,000 x .35 = $3,500 x .025 = $87.50

The mill levy is deﬁermined within certaim legal con-
straints by the County Excise Board. Each unit of govern-
ment in Oklahoma on the county level and below, such as the
county, school districts, cities, townships, special dis-
tricts, etc., submit their individual budgets té the excise
board‘of the county in which they are located. The result-
ing activities of the excise boardé were pointed out by
Sharp and Nam:

It is the duty of the excise board to change, to

approve, and to set the property tax levy for the
. Var%oug l9cal units oglgovernment within the limi~

tations fixed by law.

The extise board consists of three residents of the
county of which the board serves with one member appointed
by the county commissioners, one by the district judge, and

one by the Oklahoma Tax Commission.

The excise boards are limited to levying a maximum of
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fifteen mills to be used for financing the operating expenses
of various components of local governﬁent, It is possible
for additional le&ies to be‘placed én taxable property with-
in school distriéts up to fifteen mills upon request of the
local échool board. There is a four mill levy on all taxable
property in the county,.the monies from which are aivided‘
among the school districts based upon their average daily
attendance. The county voters may chooée to héve an emergen-
éy five ﬁill levy imposed upon themselves in order to assist
the schools within the county. |
| Still other levies may be passed by the voters in the

various local governmental units for the purpose of paying
off debts incurred for capital improvements.

The members of the excise board are alsO members of
the County Board of Equalization.v The duﬁies of the County
Excise Boards are stated in Title 68, Section 2459 of the
Oklahoma Statutes. The following is an excerpt from that
laws:

The County Board of Equalization shall hold sessions,

commencing on the fourth Monday in April and ending

not later than the first Monday in June, for the

purpose of equalizing, correcting and adjusting the

assessment rolls in their respective counties of the

state, to conform to the fair cash value of the pro-

perty assessed, as defined by law.

It shall be the duty of said Boards, and they
shall have the authority,

(a) to equalize, correct and adjust the asses-
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sed valuation of real and personal property, by rais-
ing or lowering the valuation of the property, real
or personal, of any taxpayer, to conform to the fair
cash value thereof, as defined by law;

(b) to add omitted property; and

(c) to cancel assessments of property not
taxable.“”

If a taxpayer feels the assessments on his property are
in some way unfair, he may file a formal complaint with the
County Board of.Equalization. The County Board of Equaliza-
tion will hold hearings and pass judgment upon complaintsr
Appeals resulting from the decisions of the County Board of
Equalization are taken to the district couft and any appeals
resulting from the decisions of the district court are taken
to the state supreme court.

The Oklahoma Tax Commission prescribes various methods
of obtaining assessments as an aid to county assessors., ‘It
also provides for the availability of érofessional appraisers
who, upon special occasién, can advise county assessors.on
’the value of.certaiﬁ types of property.

During a personal interview, the Payne County Tax As-
sessor described the method which was used exténsively in
that county for determining the assessed value of houses for
ad valorem tax purposes.23 This method consisted in part of
6btaining the number of cubic feet contained within the
structure. This number was then used to multiply a money

value of $.50 if the house had primarily a wood exterior or
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$.60 if the house had primarily a brick veneer. Twenty per-
cent was deducted fromvthe money value obtained from the pre-
vious multiplication. This was done, according to the County
Assessor, because inflation had caused an increase in the
market price of the house without changing the true value of
the property. Obviously, the rationale for the twenty per-
cent deduction is questionabie. Finally, the remainder was
divided into half and the quotient was utilized aé the asses-
sed value of the house. The only major variation in this
method was the addition of arbitrary values to the basic
aésessed value on the basis of the existencé of accessories
such as a fireplace or a patio. The city lots in general
were also given an arbitrary value. Lots in the standard
size range around 150 ft. by 50 ft. were routinely assessed
at $100 regardless of location within the subdivision or
within the city. The assessed values of lots varying in

size from the average were approximately based on the pro-
portion of variation from the average size such that a lot
double the standard size was assessed at $200, a lot half
the standard size was asseésed at SSO and so forth.

In examining property assessments within an area, there
are abvious difficulties in obtaining the type of data or
information that is suitable to the desired type of analysis.
In their study, Parcher and Dyke were interested in finding

the assessment ratios of various types of property in Payne
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County, Oklahoma. The method they utilized in obtaining
these ratios was that of examining the sales of property
occurring between November, 1961, and August, 1963. There
were 288 sales recorded in the Payne County public records
during that time. The buyers or sellers were contacted to
obtain the sale price of the property. A number of sales
were rejected by the researchers for the following reasons:

Any sales reported to have been made under special

circumstances, such as forced sales or sales to

relatives, were discarded since they might not be
representative of true value. Of the 288 sales in

the original sample, 208 had the sales price actu-

ally confirmed and designated as a bona fide trans-

action by either the grantor or grantee.z-

For a more detailed examination, Parcher and Dyke divid-
ed the sales according to four types of categories: improved
urban, unimproved urban, improved rural, and unimproved rural
properties.

Sharp and Nam indicated two major problems involved in
studying real property assessment ratios which are indicated
below:

The first is the problem of obtaining an adequate

index of "market value," and the second is the

problem of selecting a “representative" sample

of property which is to be studied. 2

It was pointed out that the logical method of determin-
ing the value of property is to ascertain what it could be

exchanged for on the market. Sharp and Nam indicate, never-

theless, that there is considerable difficulty in utilizing
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the market approach for the evaluation of property. There
are no reliable records kept by either the state or county
that indicate the actual price paid for a given parcel of
property. They did indicate that interviews of either buyers
or sellers could be used to gain an indication of the market
value. They also indicated that appraisals could be made of
the property under consideration; however, this method tends
to be subjective in that professional appraisers may differ
considerably in the estimates of the current value of a given
parcel of property. In addition, the use of professional
appraisers is very expensive. The advantage of appraisers
over the other methods of obtaining property values is that
a much better sample can be drawn for examination.
Information gathered in the 1970 Census of Population
may provide another type of aid in the examintion of property
tax assessment, The following question appeared in the
Short Census Questionnaire used for mail-out/mail-back
enumeration:
If you live in a one~-family house which you own or
are buyving - What is the value of this property
{house and lot) would sell for, if it were for sale?
Less than $5,000
$5,000 to $7,499
$7,500 to $9,999 _
$10,000 to $12,499
$12,500 to $14,999
$15,000 to $17,499

$17,500 to $£19,999
$20,000 to $24,999
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$25,000 to $34,999
$35,000 to $49,999
$50,000 or more

If this house is on a place of 10 acres or more,

or if any part of this property is used as a

commercial establishment, ar medical office, do

not answer this question.26

In cities within which enumeration districts were delin-
eated, the responses to this question were grouped by enumer-
ation districts with the frequency of responses within each
of the value divisions indicated.

Information on the tax rolls indicate the value of the
land, the value of the improvements and whether the property
has a homestead exemption. The owner-occupancy status is
indicated by a homestead exemption appearing on the tax rolls.

The homestead is defined in Section 2406 of the Oklahoma
Statutes. The following is an excerpt from that section:

The term homestead, as used in Sections 2408 through

2419 of this code, shall mean and include the actual

residence of a natural person who is a citizen of

the State of Oklahoma, provided the record of actual

ownership of such residence be vested in such natur-

al person residing and domiciled thereon; 27

People owning and living in their own homes are entitl-
ed to a homestead exemption which acts to reduce the tax
load on that property. The following portion of Section
2407 of the Oklahoma Statutes indicates the value of home-

stead exemption to the homeowner:

., and all homesteads in this state shall be
assessed for taxation the same as other real pro-
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perty therein, except that each homestead, as de-

fined in the preceding Section, shall be exempted

from all forms of ad valorem taxation to the ex-

tent of one thousand ($1,000.00) dollars of the

ass%&fed valuation thereof, as hereinafter provid-

ed.

If a homeowner is to receive the full $1,000 homestead
exemption the home must not be used for any commercial pur-
poses; however, homestead exemptions for less than $1,000
can be secured for residences partially utilized in commer-
cial activity. The value of the exemption is indicated on
the tax rolls; therefore, strictly residential owner-
occupied dwellings can be detected.

With these aspects of the property tax and taxation
records in view, it can be seen that a comparison is feas-
ible between the census information and the actual tax as~-

sessments, provided steps are taken to make the two types

of data compatible for comparison.
Procedure

The City of Stillwater, Oklahoma was divided into
thirty census énumeration districts. The lines of division
were drawn by the administrative officials of the census.

In areas such as Stillwater where the conventional method of
enumeration was used, the administration assigned each enum-
erator a specific enumeration district to canvass. An at-

tempt was made to delineate the districts in such a way as
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to ideally contain 250 housing units. In actuality, however,
the number of houses may vary greatly between énumeration
districts. 1In soﬁe cases, enumeration districﬁs were sub-
divided. The enumeration districts and the various sub-
divisions wére given an index number ranging from one to
forty, which servea in theidata recording method gf_first
count  census information utilizing magnetic- camputer tapes.

One of the forms of data available, by enumeration dis-
trict and which cduld be obtained on a computer read-out,
were the frequéncies of owner-estimated values of houses
within specific value categories or value ranges.

The éim of the studyiwas to compére the values of the
owner-occupied housgs as indicated on tﬁe census question-
naire with the value of owner-occupied houses as indicated
by the County Tax Assessor in the year of 1970. A one to
one comparison was not possible since the census informa-
tion was recorded in frequencies and the value of designated
individual houses in the ehumeration districts were not
available. A comparison between all the owner-occupied
houses indicated in the census data andvthose indicated on
the tax rolls would realisticélly be prohibited due to the
laige number of houses in & city the size of Stillwater.-

As a result, it was decided that both census and tax infor-
mation corresponding geographically to sampie enumeration

districts would be utilized in the comparisons,
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The census value frequency data from all enumeration
districts in Stillwater were obtained from the appropriate
computer tape. This information was transcribed on a table
designed to indicate the number of the actual enumeration
districts and such subdivisions as existed, their.correspond—
ing index numbers utilized in the computerized census record-
ing method and the corresponding value frequency information.
It was found that information was not available.for one of
the enumeration districts. As a result, that barticular dis-
trict was dropped from any further consideration. The enum-
eration districts were sequentially numbered from one to
twenty-nine. The subdivisions of the enumeration districts
were not considered separately but rather with the one dis-
trict to which they actuall? belonged.

- A random numbers table was utilized and six numbers
corresponding to specific enumeration districts were selected
from the group of numbers ranging from one to twenty-nine in-
clusive. The enumeration districts in Stillwatef were offi-
cially designated by numbers running from twenty-two to
fifty-one. As é resuit of the random selection, the enumera-
tion districts with official census numbers 39, 43, 24, 32,
44, and 30 were utilized for examination.

After the sample enumeration districts were selected,
the tax éssessment information was then collectéd. This

phase of the study involved a rather detailed process of
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preparation and collection. The County Tax Assessor was
contacted in order to obtain permission for examining the
tax rolls., A later contact was made to obtain information
concerning the method by which the tax assessments were re-
corded with respect to the location of the property within
the city.

It was found that the assessment information was record-
ed in two different ways:

1. Assesément information dealing with lots and

any associated improvements which were located
within city éubdivisiéns was listed by the
respective subdivision.

2. Tax information déaling with lots and any asso-
ciated improvements that were not located in
subdivisions was listed by meets and bounds.

In the meets and bounds listings, the locations of lots were
indicated by their relationships to other pieces of préperty
of survey markers.

A map of the City of Stillwater with the locations of
the enumeration districts outlinéd was used as a base map.
From this map there was drawn a map of each sample enumera-
tion district. Anrexample of these maps is presented in
Appendix A7

The boundaries of the enumerafion districts were not

necessarily conterminous with the city subdivision boundar-
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ies. The Stillwater City Planning Department was contacted
and permission was obtained to view the maps of the City'é
subdivisions. The locations of the sample enumeration dis-
tricts were viewed with respect to the locations of the sub-
divisions. The locations of the boundaries of those sub-
divisions which were contained or partially contained with--
in the sample enumeration districté were delineated on the
maps of the housing subdivisions. |

All lots within those parts of the subdivisions which
were contained within the sample enumeration districts were
furthér delineated on the sample enumeration district maps.
The result of this procedure was that every lot within a
sample enumeration district was delineated on the map and
identified by the subdivision in which it was contained as
well as by its number within that subdivision.

The boundaries of the meets and bounds lots which were
located within any of the sample enumeration districts were
delineated and the lot number indicated‘on the sample enumer-
ation district maps. The City of Stillwater had numbered
these lots and the same nuﬁbers were included with the lot
identification contained in the tax rolls,

The completed maps of the sample enumeration districts
providea the necessary informétion to indicate the limits of
the group of lots contained in those units. The next step

in the procedure was to collect the assessment information
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from the tax rolls. Lists were made by subdivision or by
meets and bounds of all the iots contained in the sample
enumeration districts. The tax rolls for the subdivisions
within or partially within the sample enumeration districts
were viewed. Eachof the lots that were entered on the sub-
division lists were examined on the tax rolls for homestead
exemptions. If full homestead exemption was indicated, the
assessment values of the lot and improvements were entered
on the list. In some cases lots that were delineated on the
city subdivision maps were either further divided of combined
inté other types of property parcelsf All lot segments that
were property parcels or parts of property parcels and found
in subdivisions were designated as some part of the lot of
which they were a segment. As a result, all property encom-
passed by the subdivision list could be examined for assess-
ment infonnatiOnt

The tax rolls containing the property parcels delineated
by the meets and bounds information was examined. The lot
numbers of meets and bounds lots appearing on the sample enu-
meration district list were looked up in the tax‘rolls. The
assessment information was recorded for those lots and asso-
ciated improvements for which full homestead exemptions were
indicated.

Homestead exemptions must be filed by March 15, if they

are to be valid during the year of filing. Any changes that
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affect the homestead status of the property must be filed
with the County Tax Assessor on oﬁ before the 3lst of Decem-
ber of the year in which the change ocgurred,

The homestead exemption prévides an incentive for any
individual owning and occupying a house to file. Therefore,
it appears likely that most houses that were actually owner-
occupied in the period from December 31 through March 15
would have been listed on the tax rolis, There is a lag of
about two weeks between the closing data for exemption filing
and the official Census Day of April 1, 1970. As a result,
a situétion existed in which it.was possible that houses
that became owner-occupied during this lag period may have
appeared in the census information and not on the tax rolls.
There was another possibility that houses which may have
changed from homestead status to non-homestead during the
period from’January 1, 1970 to March 15, 1970, could have
appeared as owner-occupied on.the tax rolls, but not indicat-
-ed in the census information. The possibility existed for
an individual ﬁo file a homestead exemption prior to March
15 and then change homestead sﬁatus prior to April 1, 1970.
It must be pointed out, however, that these conditions were
only possibilitiés and there was no practical method of
determining their occurrence.

The assessed values of all homes in the sample enumera-

tion districts with a full homestead exemption were listed
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according to their respective enumeration districts. There
were eight home value categories Qithin the census data and
they were listed as table items on the computer tape. The
categories were:

Less than $5,000

$5,000 to $9,999

$10,000 to $14,999

$15,000 to $19,999

$20,000 to $24,999

$25,000 to $34,999

$35,000 to $49,999

$50,000 or ﬁore

Due to the variability between the sizes of the ranges
within the value categories adjustments were made in order
to make the ranges mbre suitable for statistical examination.
The first five categories were retained unchangéd, but the
remainder were grouped into a sixth category, which was made
open-ended. As a result, all homes with values of $25,000
or more were placed in this category. A frequency table was
established for each sample enumeration district, indicating
the number of houses within éach of the value categories.
According to state law, no property is to be assessed

above thirty-five percent of its fair cash value; therefore,
this value should ideally serve as an upper limit on assess-

ments. The frequencies of house values within value ranges
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corresponding to the six adjusted value categories indicated
above were determined as if the assessments were actually
thirty-five pefcent of true cash value. A comparison was
made between the frequencies determined in this manner and
the frequenciesvof the aner—perceived house values obtained
from the census information.

The following stéps describe in detail the methods used
to obtain the frequency table of house values With assess-
ments considered to bé at thirty-five percent of true cash
value for the area covered by each of the samplekenumeration
districts. |

1. The limiting values, where applicable, of the six
adjusted value categories containing the frequencies of the
owner-perceived house values were multiplied by .35. The

following is an example of that multiplication:

Less than 5,000 bie .35 = Less than $1,750
$5,000 x .35 = $1,750
to to
$9,999 x .35 = $3,499.65
$20,000 x .35 = $7,000
to -to
$24,999 X .35 = $8,749.65

$25,000 or more , X .35

$8,750 or more
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2. The products of the multiplication were then utiliz-
ed as limiting values on assessed value categories. The
assessed values were then placed in these categories with
placement based on their relationship to the éategory limit-
ing values?. This procedure was used to economize time and
effort through by-passing the necessity of converting all of
the assessed values to their theoretical market values. An
assessment value was placed in a given category if it was
less than the upper value limit of the category and more
than the lower value limit. For example, a home assessed at
$1,630 would be in the value category of less than $1,750
because 0<:'$l,630<: $1,750 énd a house assessed at $7,950
would be in the value categofy of $7,000 to 8,749.65 because
$7,000< $7,950< $8,749.65.

3., The value categories of the assessed values were
converted back to true market value by dividing by .35. The
frequéhcies within the respective converted value categories
remained the same because the assessment values when divided
by .35 would equal their theoretical market values. The fol-

lowing examples will serve to illustrate this point:.

‘Less than $1,750 < .35 = Less than $5,000
$1,750 - .35 = $5,000
to to
$3,499.65 + .35 = $9,999
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$7,000 - .35 = $20,000
to to
$8,749.65 + .35 = $24,999

$8,750 or more .35

$25,000 or more

.lc

A house with an assessed evaluation of $1,650 would
have a theoretical market value of $1,V63o + .35 = $4,567.14.
If 0 $1,630< $1,750, then likewise due to the consistent
division by both the assessed value and the category limit-
ing values the relationship in the converted vaiue category
would be the same such that O <:$4,657.14=<:$5;000.

The County Tax Assessor of Payne County stated that pro-
perty in that county is normally assessed at twenty percént
of its true cash value. On the basis of this observation, a
comparison was made between the frequencies of the owner-
perceived house values and the frequencies of house values
calculated as if the assessments weré actually twenty percent
of true cash value. For the purpose of comparison, frequency
tables for the respective areas of each of the sample enumer-
ation districts were developed with the assessment value fre-
quency obtained in a method similar to that which was pre-
viously described. The only difference in the procedure was
that the category limiting values were multiplied by .20 on

the basis of assessments at twenty percent of true cash
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value rather than at .35 percent.

Pafcher and Dyke, in their study, found that about six-
ty percent of all improved urban property assessments in
Payne Couﬁty fell within the range of 14,56 to 24.28 percent
éf true’mérket valu.e.r It was reasoned on the basis of Par-
cher and Dyke's study, as well és other studies, that assess-
ments of urban residential property in Stillwater, Oklahoma
below 14.56 percent of true market valué would be too infre-
quent to be appropriate for examination in this study. The
assessment value placed at 14356 percent of the true market
value Was selected as the lowest value to be used in the
compériéons. A frequency taﬁie for each area covered by the
sample enumeration.districts was developed utilizing methods
similar to those previously described.

It was found that within some of the sample enumeration
districts the number of owner-occupied houses indicated by
the census information did not correspond to the number of
owner-occupied houses found on the ta¥¥olis. When this oc-
curred, a near—average house value was determined for that
particular enumeration district and the number of near-
average values equal to the difference was added to the fre-
quency table containing the fewer number of house Valuesf
If the census information indicated fewer owner-occupied
‘houses than did the tax rolls, then a near-average house

value based on the owner-perceived values was determined
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for the enumeration district. Likewise, if the tax rolls
indicated fewer owner-occupied houses than did the census
information, then a near-average house value based on the tax
assessment values was determined for that enumeration dis-
trict.

A true arithmetical average for house values could not
be determined because the houée values had been recorded as
frequencies within value ranges rather than as discreet
values; therefore, a value that was near, but not equal, to
the true average waé used to equalize the aggregates of the
frequency tables representing the same enumeration districtsi
The following steps, accompanied by hypothetical examples,
outline the methods used to obtain the near-average home
values:

1. The high limitiqgivalue.of each value category,

except the highest category, was multiplied by

the frequency of values within that category.

High Limiting

Value ($) Frequency Product ($)
4,999 X 5 = 24,995
9,999 x 10 = 99,990
14,999 X 20 = 299,980
19,999 X 10 = 199,990

24,999 X 5 = 124,995
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The low limiting value of the highest value
category was multiplied by the frequency of
values within that category. This was done
because there was no upper limit on the high-

est value category.

Low Limiting
Value ($) Fregquency Product ($)

25,000 X 1

$25,000

The products of the multiplication from each
of the value categories of the entire fre-

quency table was summed:

S 24,995
99,990
299,980
199,990
124,995
25,000

s 774,950

The sum was divided by the total number of
houses indicated by the sum of the fre-
quencies in all cells of the frequency

distribution, The result of the division

.-, was used as the near-average house value.



36

Sum of Sum of Near-Average
Products Frequencies House Value
$ 774,950 51 = $ 15,195

These procedures were followed in all cases in which it
was necessary to equalize the number of house values recorded
in the frequency table based on census information and fre-
quency tables based én the tax assessment information.

Prior to statistical examination, the frequencies of
values from all the sample enumeration districts were com-
bined to form frequency tables of the combined or city-wide
sample information. Four frequency tables were formed, one
based on census-obtained information and three based on tax
assessmenf information.

A comparison of the frequencies contained within the
value categories of differently established frequency tables
was conducted through the utilization of a multihomial hypo-
thesis associated with thé chi-square statistic, This type
of test compares the observed frequencies within the value
categories or frequency cells of a frequency distribution to
the frequencies éxpected to appear in that distribution. ‘The
frequencies that appeared in ﬁhe cells of the census-obtained
frequency distribution served as the frequencies expected to
appear in the tax assessment—bésed frequency distributions;

therefore, tests were conducted to determine if significant



37

differences existed between the expected frequencies and the
observéd frequencies within the diétributions.

The foilowing procedure was used for testing the multi-
nomial hypothesis for each of the three frequency distribu-
tions baséd on the tax assessment information:29

1. The frequency in each cell of the frequency

distribution based on census informafion was

determinea. These frequencies served as the
théoretical frequenciés which were expected

to be found in the frequency distribution

based on tax assessment informationa The

statisticai pfocedure coﬁpared the expecﬁed

frequencies to‘the frequencies which were‘
acﬁually found in thoée frequency distributions.

27 The null and élternative hfpotheses were

stated as follows:

HO:_ There will be no significant difference
between the expécted frequencies and ﬁhe
observed frequencies.

H.: The expected frequencies and the observed
frequencies will differ' significantly.

3. An alpha-level of .05 was selected. This indi-

cates that the null hypothesis is rejected five

peréent of the time when the null hypothesis is

true.
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4. The chi-square value for each of the distribu-
tions was calculated utilizing the following

formula:

(£ - fe)

X

Where fo = actual (observed) frequency for a
given cell and fe = expected frequency for
that cell.

5, The degrees of freedom for the ;&f value were
determined. This wasiaccomplished by subtract-
ing ohe from the total number of cells in the
fréquency distribution. If thé value of )Lz
was equal to or greater than the alpha-point at
the previously selécted level and at the appro-
priate degrees of freédom, then the null hypo-
thesis was rejected and the alternative hypo-

thesis was accepted.
Statement of Hypothesis

Assessment at thirty-five percent of the true market
value is by law the maximum limit of valuation for ad valorem
tax purposes. The assessments at or near 14.56 percent of

the true market value would seem, based on the observations
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of Parcher and Dyke, to be approaching the lower end of the
spectrum of the assessment valuations. Their findings in-
dicated that a definite minority of the assessments fell be-
low this level. Conversely, they indicated that the majority
of the assessments fell between 14.56 and 24.28 percent. The
average assessment level would fall somewhere between these
two values and definitely below thirty-five percent.

The value indicated by the assessor (twenty percent of
true market value) was located between the range set by
14.45 and 24.28 percent. It seemed, due tO experience in
assessment activities, that the assessor's estimate would be
reasonably accurate. This point of view was further rein-
forced by the findings of Parcher and Dyke. Therefore, it
was hypothesized that no significant difference existed
between the frequencies of the distribution based on the
owner-estimated values and the frequencies of the distribu-
tion based on the assessments at tweﬁty percent of the true

market value.
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CHAPTER II

RESEARCH FINDINGS

The following table, based on the census data, indicates
the frequency of homes and corresponding proportion of the

total sample in each of the value categories.

TABLE I

FREQUENCY AND PROPORTION OF HOMES IN VALUE CATEGORIES

Value in = 0= '5,001*1‘10,001—‘ 15,001- 20,001~ ~Over
Dollars 5,000 10,000 15,000 20,000 25,000 25,000

Frequency = 9 75 194 181 91 135

Proporation* .013 .110 .293 . 264 .133 .197

*Rounded to0 nearest thousandth

The hypothetical frequencies expected to appear in the
frequency distributions based on assessments were those in-
“Jaﬁﬁafgafin the previous table (Seé Table I). Since the same

number of observations was constant throughout the three

43
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frequency distributions based on assessment information and
that number was also equal to the number of observations in
the census frequency distribution, the expected frequencies

were the same. Therefore,
£ = 9, £ = 75, f = 194,

95 £ = 135

H
1l
=
00}
=
l—h
]

The first test was conducted to determine if a signifi-
cant difference existed between the expected frequencies as
were indicated by the census information and the frequencies
that were actually observed within the cells of the freqnen-
cy dietribution (See Table II), based-on tax assessments et

14.56 percent of the true cash value.

TABLE IT

FREQUENCIES OF HOMES IN VALUE CATEGORIES CALCULATED
WITH ASSESSMENTS AT 14.56% OF MARKET VALUE

Value in- '0- - - 5,001- 10,001- 15,001~ 20,001- Over’

Dollars 5,000 10,000 15,000 20,000 25,000 25,000
Observed = 4 100 79 173 150 183
Frequency P

Expected 9 75 194 181 91 135

Frequency



The test was conducted in the following manner:

1.

The null and alternate hypotheses were stated

as follows:
HO: There will be no significant difference
between the expected frequencies and

the observed frequencies.

The expected frequencies and the observed

i

frequencies will differ significantly.
The chi—sQuare value was calculated using the

following formula:
(£ - £)°
2 o e
X—"’ £
S

Where fo = actual (observed) frequency for

a given cell ana fe = exXpected frequency for
that cell. |
After substituting the appropriate values in
the ”above equation, the value of )é was found
to be 141,17; |
The number of classes was six; therefore, the
degrees of freedom were five. With five de;
Qrees of freedom and an alpha-level of .05;

1

the alpha-point value was 11.070. The)(?

vadlue of 141.17 was greater than 11.070; there-

45
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fore, the null hypothesis was rejected and the
alternate hypothesis accepted.

Upon comparing the observed frequencies to the expected
frequencies, it appears that the utilieation of the low ass-
essments at 14.56 percent of true market value resulted in a
frequency distribution that was skewed toward the high home
vaiues. However, the dietribﬁtion’of the expected frequen-
cies also exhibited a skewedness of the highest value‘cate—
gory. The greatest difference between the two distributiens
was in the frequencies of homes in the $10,000 to $15,000
categoryr Neither of the distributions exhibited e high de-
gree of symmetry, but the observed frequencies were even
lees symmetric'than the expected frequeneies.

The‘second test was conducted utilizing the previously
described procedure to determine'if a.significant difference
existed-between the expected frequeneies as indicated by.the
census information and the frequencies that were actually
observed within the cells‘of the frequency distfibution (see
Table III), based on tax assessmente at twenty perceﬁt of
the true cash value.

The value of)L2 was found to be 124.45 and the appro-
priate alpha-point was 11.070; therefore, the null hypothe-
sis was rejected and the alternate hypothesis accepted.

The distribution based on the observed frequencies

tended tobe somewhat more symmetrical than the distribution
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based on the expected frequencies. The greatest differences
were found'between the frequencies in the $5,000 to $10,000
category and over $25,000 category. It can be seen that the
skeWedness of the expected frequency distribuﬁion in the
highest value category has a bearing on the contrasting as-

pects of the distributions.

TABLE III

FREQUENCIES OF HOMES IN VALUE CATEGORIES CALCULATED
WITH ASSESSMENTS AT 20% OF MARKET VALUE

valve in- = 0- °~ 5,001~ '10,001- 15,001~ 20,001- Over

Dollars 5,000 10,000 15,000 20,000 25,000 25,000
Observed - 17 140 222 o .175- : 63 : .48
Frequency

Expected 9 75 194 181 o1 L35
Frequency

The third test was conducted with the same procedure as
before to determine if a significant difference existed be-
tween the expected frequencies as indicated by the census in-
formation and the frequencies that were actually observed
within the cells of fhe frequency diStfibution (see Table
1V), based on tax assessments at thirty-five percent of the

true cash value.
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TABLE IV

FREQUENCIES OF HOMES IN VALUE CATEGORIES CALCULATED
“WITH ASSESSMENTS AT 35% OF MARKET VALUE

Value in 0~ 5,001~ 10,001- '15,001-" 20,001~ Over

Dollars 5,000 10,000 15,000 20,000 25,000 25,000
Observed 131 351 161 35 4 3
Frequency
Expected 9 75 194 181 91 135
Frequency

The value of;(? was found to be 3,005.13 and the appro-
priate alpha-point was 11.070; therefore, the null hypothe-
sis was rejécted and the alternate hypothesis acceptea.

The frequency distribution based 6n the tax assessments
at thirty-five percent of true market value was drastically
skewed by extremely hiéh frequencies in. the two lowest value
categories>and extremely 16w ffeéuencies in the two highest‘
valﬁe categories.. The unusually high?@? value resulted from
the great difference between the observed frequeﬁcies and
the expected frequencies. |

There was a significant difference between the observed
frequencies énd the expected frequeﬁcies of the frequency
distribution based on assessments at twenty percen£ of true
market value7 The tests further demonstrated that signifi-

cant differences also existed between the observed frequen-
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cies and the expected frequencies of the distribution based
on 14.56 percent ana the distribution based on thirty-five
percent of true market value. The statistical findings of
this stuay fail to support the research hypothesis; there-

fore, the hypothesis was rejected.



FOOTNOTES

lClinton I. Chase, "Table V, Distribution ofx,z,".
Elementary Statistical Procedures (New York, 1967), p. 235,




CHAPTER III

DISCUSSION AND SPECULATION

It was found that the proportions of the value categor-
ies of the tax-assessment-based information in all three of
the frequency distributions differed from the proportions
contained in the census-based fréquency‘distribution, There
are é number of unénswered questions associated with both

types of data dealt with in this study. The following are

three alternative explanations for the differeﬁces in the
proportions of the frequency distributions:

l{ The estimates of £he house values in the census
informatiOn-were basically corréct and allvthree
of ﬁhé assessment ratios were at.the incorrect
level,

2. The estimates of the house values in the census
information‘were basically incorrect and one of
the aésessment ratios was at the correct level.

3. The estimates of the house values in the census
informatién.wefe basicélly incofrect and all three
of thé assessment ratios were at the incorrect

levels.

81
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There was no method specified in the questionnaire or
otherwise commonly utilizedvby' which the home value esti-
mates were established. It seems possible that some individ-
uals could havé been aware of the conditions of the real es-
tate market and could have madé reasonable estimates of the
vélue of their homeé, People who recently purchased homes
would serve as examples of individuals that should have had
relatively‘accurété ideas as to ﬁhe market value of their
property. 1In cbntrast, those people who have not bought re-
cently and are not in contact with real estate conditions
could cénceivably have extremﬁly inaccurate estimates. In
addition, some individuals may have placéd high monétary
values on some aspects of their property which may have had,
in aétuality, little or no beariﬁg oﬁ the true market value
of ﬁheif proéerty. In this resgect, sentimentai atﬁachments
may have been aonsidered in the perception of the market
vélue of the property. Upon iniﬁ@al and unsubstantiated ob-
servation of the frequency distributioné, it appears‘that if
owner-perceived values wére correct, then the asséssment
ratios Qould fall soﬁewhere betwéen fourteen and twenty'per—
cént.v However, a ratio at this level would be contrary to
the 1evelsviﬁdicated by both the tak assessment studies re-
ferred to previously in this paper and the County Tax Assess-
or. |

It may have been possible that many of the homeowners
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were estimating the value of their property at levels as
high or possibly higher than marketvvalue due to the parti-
cular set of benefits and utiiities they perceived. This
Apoint of view is réinforced by the findings of a‘housing
researéh project conducted by John Mf_Richards. The study
entitled "The Significance of Résidential Preferences in
Urban Areés,“,was primarily coﬁcerned with the examination
of consumer beha&ior revealed through the patterns of resid-
ential consumption. In the study the following observation.
was made: |

The evidence would seem to validate the supposition

that consumers are seeking the three goals of maxi-

mum residential amenities (both natural and social
attractions), accessibility (accessibility to de-

sired locations), and non-residential income (that

income that remains after aning residential ren-

tals and travel expenses).

The above conclusion tended to be supported by the find-
ings of William Alonso in his study Location and Land Use.
:Alonso stated, with regard to the préfefeﬁcé 6f héuéehéld
location, that: "The individual will try to maximize his
satisfaction withih the restraints of his iﬁcome.“2 This
statement indicated that én individual, in eétéblishing a
location preference for a household, would attempt to obtain
the most satiéfactory combinatioﬁ of (1) guanity of goods
and serQices, (2) quantity of land and (3) distance from

activity centers, the type of which being dependent upon

socio~economic orientation, while remaining within the re-
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straints of his income.

Alonso utilized the findings of an empirical study to
support, in part, the development of a theoretical model to
demonstrate the concept of economic equilibrium of the house-
hold in selecting a residential location. The study relied
on information concerning the sales price of property rather
than the assessment value. Alonso made the foliowing state-
ment indicating the reason that assessment information was

not utilized:

Assessed valuations have been purposely dis-
regarded. It is a common misconception that an
assessment constitutes a measure of the intrinsic
value of land, while the sales price is subject
to transitory vagaries. While it is true that lack
of knowledge of the market or some unique circum-
stances may affect randomly the actual sales price
of land, the assessed valuation is required by law,
as a rule, to be a best estimate of a likely sales
price (or a fixed percentage of that price). Thus
assessed valuation is merely what the assessor's
office thinks the land will fetch in the open mar-
ket. This opinion is often affected by irrelevant
considerations, and is frequently out of date. -

In an article by Percy E. Wagnor, a professional real
estate appraiser, describing a method of appraising a single
family-type house, it was stated that:

The valuation of a single family home consi-
ders the ability of a property to provide the need
for human shelter in an environment of social and

economic dagirability dictated by the will of the
purchaser.

Mr. Wagnor outlines, in the order of importance, ten

considerations that should be taken into account in the ap-
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praisal process. It seems significant that the two most im-
portant considerations in the process dealt with aspects of
location. The following was indicated to be the most impor-
tant coﬁsideration:

1. Neighborhood and its relation to city and na-
tional influences.

The neighborhood and the influences which
produce its physical, social and economic boun-
daries are the most significant of the influ-
ences which affect the value of a single family
residence. :

The following was indicated to be the second most impor-

tant consideration:

2. Site and its relation to the neighborhood and
immediate environs. '

The appraiser must be aware of the many
physical factors which affect the selection of
a site. ©Nearness to schools, churches, arter-
ial highways, shopping centers, and local shop-
ping needs are considered in his analysis of
desirability.6
It seems likely that many of the professional apprais-
ers would be most concerned with a pragmatic approach to the
appraisal of property. Such an approach would be based on
contact with or close observation of the activities in the
market and the sellers and, especially, the purchasers of
real estate. These observations appear to further reinforce
the argument that locational aspects of real estate have a

strong influence on value.

The procedure utilized for determining the assessed
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value of houses in Stillwater, as indicated by the previous-
ly stated formula, ﬁakes into account only the physical char-
acteristics of structure. The lot assessment valués were
primarily determined arbitrarily and, like house values, no
consideration was given to locational aspects of the property.

The value of land may vary greatly depending upon its
location and usage or possible usage. Land used for resi~
dential purposes is generally of higher unit value than
agricultural land. Likewise, commercially used land, in
many cases, has a higher unit value than residential land.

The locational considerations affecting the value of a
particular site are greatly dependent upon the type of ac-
tivities intended for or conducted at that site. The set of
considerations involved in the selection of an industrial
site may contrast greatly with the set of locational consid-
erations involQed in the selectioﬁ of a housing site.

To further compound the problem of examining locational
considerations in the valuation of property, there may be
competition between the various possible types of land usage.
Restrictions such as zoning may produce artificially imposed
deviations in land use and values. The;efore, aScribing a
value to a particular property must take into consideration
the ?urpose for which it is or could be used and then the
locational relationships to activities which are of concern

to its usage or potential usage.
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There is a possibility that assessment ratios are not
consistent throughout the value categories of homes. 1In
general, the smaller types of homes on small lots may hawve
relatively low true market values on the basis of physical
structure and poor proximity to various desirable residential
amenities. As the home values increase, the likelihood of
desirable residential amenities being associated with loca-
tion would also tend to increase. It is not likely that the
more expensive homes would be built in undesirabie locations
due to the fear of low demand on the part of the builder.

The relatively low demand would presumably haveian effect on
the market value and thereb§ possibly result in an inadequate
return to thé investment. People who could afford an expen-
sive home based strictly on the physical aspects of the
dwelling would also be more able and willing to pay for a
desirable location.

When viewed from the standpoint of purely residential
land usage, the market vélue of homes in thé moré expensive
categorieé would reflect both the expense of the physical |
structure and the expense of a highly desirable location;
whereas, the market value of less expensive homes would re-
flect the lower values of the physical structure and the less
desirable location. If the assessment procedure was insen-
sitivé to locational aspects of the property cost, but sen-

sitive to physical aspects of the property cost, the added
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locational value of the more expensive homes would tend to
go undetected. As a result, the assessment ratios for the
lower valued homes would tend to be relatively higher than
the ratios for the more expensive homes.

The tax assessor's office, being an elective position,
may have an effect on the method by which assessments are
established which, in tufn, could possibly have a bearing on
the disparity between assessment-based values and the owner-
estimated values. For a tax assessor to be re-elected it is
necessafy for that iﬁdividual to maintain and promote his or
her personal popularity with the qualified voters of the
county in which the office is held. As a result, attempts
would be made to avoid any politically unpopular activities.
An increase in assessment values would surely be’én unpopu-
lar act. The increase of assessment value of pfoperty be-
longing to non-voters, infrequent voters, or politically in-
active individuals would.obviously not be as politically
hazardous as would similar increases in assessments of pro-

perty belonging to the politically active or influential.
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CHAPTER IV
EXAMINATION ON THE BASIS OF TAX CRITERIA

This part of the study is composed of a group of des-
criptive and statistical evaluations of the ad valorem tax
based on the five tax criteria as stated in Chapter I. 1In
the following, each criterion is stated and is accompanied
by the results of the evaluation for which it served as a
basis.

1. Equity: Is the intent of the tax administered

fairly to all members of the tax-paying public?

The county tax assessors throughout Oklahoma have been
engaged in property revaluation programs. Section 2481l.1 of
the Oklahoma Statutes called for revaluation of all taxable
property in the State. The following is a segment of Sec-
tion 248l.1:

Each county assessor shall commence, immediately

if possible, but no later than January 1, 1969,

a comprehensive program of revaluation of all tax-

able property within his respective county. Such

programs shall progress at a rate which will result

in the revaluation of all taxable property within

the county before January 1, 1972. Each assessor

shall thereafter maintain an active and systematic

program of revaluation on a continuous basis, and

shall establish a revaluation schedule which will
result in revaluation of all taxable property with-

AN
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in the county at least once each five (5) years. 1

The Oklahoma Tax Commission has published several sta-
tistical reports on the progress of the revaluation programs
as well as the findings of a number of assessment studies
which have been conducted on a yearly basis.

A wide range of information concerning real estate
assessments in 1970 was provided in a publication by the
Oklahoma Tax Commission entitled 1971 Progress Report To The
Legislature on Property Revaluation. In this publication, a
table was presented showing, by county, the average assess-
ment ratios of urban property, rural property, and total pro-
perty which was sold in the year 1970.2 (See Appendix D
Table VI.)

In order to further examine the spatial equity of the
ad valorem tax, a test was conducted to determine if a sta-
tistically significant difference existed between the assess-
ment ratios of the urban properties and the.rural properties.
which were sold in the counties of Oklahoma in 1970.

In the comparison, the student's t-test of the differ-
ence between the means of two distributions was utilized.

The following is the formula for the t—tests3
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where 21 = mean of the first sample, 22 = the mean of the
second sample and Sdiff = standard error of the difference.

The number of sample observations was great enough for
the normal distribution to be utilized when interpreting the
results of the test. Therefore, the null and alternative
hypothesis were stated as follows:

1. Null Hypothesis: The value for t will not

exceed 1.96 indicating that no significant
difference exists between the two means at
the five percent level of significance.

2. Alternate Hypothesis: The value for t will
exceed 1.96 indicating that a significant
difference exists between the two means at
the five percent level.

The mean assessment ratio of the urban properties was
19.69 percent of the sales value; the mean assessment ratio
of the rural property was 11.75 percent of the sales vaiue;
the standard error of the difference was 0.46; and the value
of t was equal to 17.26.

The value of t far exceeded 1.96, indicating that a
difference existed between the two means at the five percent
level of significance; therefore, the null hypothesis was
rejected and the alternative hypothesis accepted.

It was concluded on the basis of this test that in 1970

urban property in Oklahoma was, in general, assessed at sig-
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nificantly higher values than rural property.

It is conceivable that the cause for the difference be-
tween the means of the distributions of assessment ratios of
urban and rural property was due primarily to a more rapid
relative increase in the marketbvalue of rural property than
or urban property. Rural land prices have generally increas-
ed rapidly from relatively low unit valueé, whereas by con-
trast, the unit values of urban land have generélly gone
from high to higher. The rapid increases in rural property
have resulted from a number of factors. The two following
factors arebamoné those which appear to have been most in-
fluential. Speculatioﬁ in rUrél land on the hopes of real-
izing high investment returns from land usages that are‘more
intensive than‘agriculture has played a large part in driv-
ing up the land prices. With the expansion of markets, the
value of agricultural products has generally increased which
has also promoted increases in the vélue of agricultural
land on the basis of incoﬁe generating potential. If the
market of a specified parcel of rural property had increased
in market value without a reassessment then the assessment
ratio would have deéreased as a result. Therefore, even if
rural and urban property has, in general, been increasing in
market value, a more rapid increase in the value of rural
propérty within the same time périod and without correspond-

ing reassessments would result in a difference between the
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assessment ratios.

In the study, An Analysis of Real Property Assessments

in Payvne County, Oklahoma by Parcher and Dyke, which was
referred to earlier in this study, a comparison was made be-
tween the assessment ratios of property in different towns
located within the same county. The authors found that a
number of improved urban properties in the city of Cushing,
the second largest city in Payne County, were assessed at
rates above average for urban property within that county.

The differences between the assessment ratios of the
sample improved urban property in Cushing and other cities
in Payne County were tested and found to be statistically
significant. With regard to an explanation for these dif-
ferences the authors made the following statement:

The only thlng that was found which might explain

the differences was that during the period covered

by the study (November, 1961 through August, 1963)

the o0il refinery at Cushing had suspended or cur-

tailed operations. There may have been some pro-

perty sales made on a buyers' market during that

time which could have reduced the sales price be-

low normal levels.4

The authors further stated the following with regard
to differentials in assessment ratios between cities:

.1f sales prices fall or fail to keep pace with
property values in other communities and provided
that assessed values stay the same, the assessment
ratio will rise.

On the basis of statistical compariscn, it was deter-

mined that the ad valorem tax in Oklahoma is not, in gener-
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al, spatially equitable for rural and urban taxpayers alike.
This indicates, as a whole, that rural property owners have
an unequitable tax advantage over urban property owners.

The disparity that was shown to exist between the ass-
essment ratios in Cushing and other cities in Payne County
indicates that some urban broperty owners had an unequitable
tax advantage over other urban property owners within the
same county.

2. Certainty: Is the tax administe:ed with capri-

ciousness?

The ad valorem tax is firmly entrenched in Oklahoma as
a meané of raising local revenue. The Office ovaounty Ass-
essor has traditiénally been one of the elecﬁive positions
at the county level;

Assessments are not likely to fluctuate greatly over a
short period of time due to the political nature’of thektax
assessor's office. A sudden rise in assessments would be
highly unpopularvand Voting in the next election could re-
flect this attitude. As a result, most changes originating
at the assessor's office are generally slow in developing
and politically as inconspicuous as possible. It therefore
appears that the ad valorem tax, at least, when applied to
real estate, is a certain tax and not subject to radical
fluctuations.

According to the Oklahoma Tax Commission, in 1939 the
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average assessed value for an acre of rural land including
improvements within the State of Oklahoma was $9.67. This
value was the lowest yearly average in the forty year period
from 1930 to 1970. 1In 1970, the average assessed value for
an acre of rural land including improvements was $16.77 which
was the highest yearly average in the same period. The dif-
ference between the highest and lowest yearly averages was a
maximum of $7.10 which represented a seventy-three percent
increase from the lowest to the highest. There has been an
average increase»of 2.4 percent per year in the average ass-
eséed value of rural property including improvements in Okla-
homa since 1939. The following indicates to the nearest per-
cent point the changes, on a yearly basis, in the average
assessed value of an acre of rural property including im-
provements from 1960 to 1970:
| 1. 1960 to 1961 an increase of 6%.

2. 1961 to 1962 an increase of 2%.

3. 1962 to 1963 an increase of 1%.

4. 1963 to 1964 a decrease of less than 1%.

5. 1964 £o 1965 an increase of 3%.

6. 1965 to 1966 an increase of 2%.

7. 1966 to 1967 a decreése of 1%.

8. 1967 to 1968 an increase of 2%.

9. 1968 to 1969 an increase of 3%.

10. 1969 to 1970 an increase of 2%.
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These increases (and especially decreases) have not
been in keepihg with such factors as the general appreciation
of the market value of rural property in the last ten to fif-
teen years or the inflationary devaluation of the purchasing
péwer of money . During the period from 1965 to 1970, the
value of the dollar decreased at about five percent annually,
but the avefage annual incréases in»the assessed value of
rural property has been only around half that rate.

The lack of realistic increases in the average assessed
value of rural property does not necessarily indicate a cor-
respbnding lack of increases in revenue generated from the
taxation of rural property. The intake of revenue can be
increased through raising the mill levy on taxable property
instead of increasing the assessment level. Conversely, the
intake of revenue could also be increased by raising the
assessed vaiue of the taxable property instead of raising
the mill levy.

In Oklahoma it has been far more common for increases
in tax revenue to have resulted from increases in thé miil
levy rather than from increases in assessments. To a consid-
erable extent, this practice has been a form of political
"buck passingi“ The tax assessors have been reluctant to
raise property assessments due to the political iﬁplications
of the unpopularity of such activity and as a result, the

decision to determine the level of taxation has rested with
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such groups as the county excise boards, the school boards,
and the property owning voters within the various jurisdic-
tions.

The primary problem with the prevailing practice of
raising tax levies more readily than raising assessments and
making them more equitable is that it tends to further exag-
gerate existing inequitable situations.‘ The result of this
problem is that the burden of taxation is disproportionately
greater on individuals owning property aséessed at relatively
high rates than on individuals owning_property assessed at
relatively low rates or having the benefit of tax exemptions.

In Oklahoma during the period from 1930 to 1970, the
lowest average assessed value for a town lot including im-
provements was $235.79 in 1935 and the highest average ass-
essed value was $1,035.53 in 1970. There was a $799.74 dif-
ference between the high and low values which resulted in a
339% maximum increase from 1935 to 1970.

The increase in the average assessed value of town lots
appears to be far more realistic than the increase‘in the
average assessed value of rural-property over the same gen-
eral time period. However, this increase is not as substan-
tial as it initially appears when viewed in its proper per-
spective. During the time from 1935 to 1970, the population
of Oklahoma has made the transition from predominately rural

residence to predominately urban residence. Urbanization,
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increases in the standard of living, and increased indus-
trialization have resulted in the extensive build-up of ex-
pensive residential and commercial structures as well as a
positive increase in capital structures within the boundaries
of various towns and cities. In 1935, the ratio of the total
assessed value of all improveménts subject to taxation to the
total assessed value of all lots subject to taxation, was
approximately 1.81 to 1l; whereas in 1970 the ratio was about
5.3 to 1. The total assessed value of all improvements sub-
ject to taxation on city lots increased 579 percent from
1935 to 1970. 1In contrast, the toﬁal assessed value of all
improvements subject to taxation on rural property increased
322 peréent from 1939 to 1970.6

From 1935 to 1970, the total number of lots assessed
for tax purposes increased by 20 percent, the total assessed
value of all lots subject to taxation increaéed by 142 per-
cent and the average assessed value of lots not counting im-
provements increased approximately 100 percent. Another
point to consider when examining the 1970 average assessment
value of $1,035.53 for a town lot including improvements, 1is
that when a homestead exemption is applicable, taxes would
be paid on $35.53 of assessed value. |

As pointed out previously, the county tax assessors
within Oklahoma have been engaged in an assessment revalua-

tion program. In 1970, one year after the official inception
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of the program, the average assessment ratio of urban proper-
ty at 19.69 percent of market value and rural property at
11.75 percent of market valﬁe were actually lower than the
urban and rural assessment ratios in 1968 at 21.12 percent
and 12,12 péréent respectively.7 In 1970, nearly as great a
difference existed between the assessment ratios of urban
and fural property aé did in 1968,.one year prior to the re-
valuation program.

To further emphasize the lack of responsiveness in ass-
essment practices, the average assessed value of an acre of
rural property including imprerments in 1968 was $lS,§O,and
the average asessment ratio was 12.12 percent of market
value; however, in 1970 the average assessed value of the
same uniﬁ of property including improvements was $16.77, but
the assessment ratio was 11.75 percent of ma?ket value. Over
the same period of time, the market value of;urban property
also increased faster than tax aséessments iﬁdicated.‘ In
1968, the average value of a town lot including improvements
was $984.01 and thé average assessment ratib of urban proper-
ty Was 21.12 percent of market value; however, in 1970 the
average value of a town lot including improvements was
$1,035.53, but the average assessment ratio of urban proper-
ty was 19.69 percent of market value.

3. Consistency between governmental entities in

economy of taxation: Is there consistency be-
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tween governmental entitles in the cost of
administering'the ad valorem tax.

The value of the total gross assessed property within a
county does not specifically indicate thé amount of ad valor-
em tax revenﬁe collected or the actual amount and value of
the taxable property wiﬁhih the county; however, it seems
that the value of the total grosé assessed property would
serve as a reasonably good general indicétor of the value of
the taxable property, the intake of tax revenue and the mag-
nitude of the job of assessment.

An examination was hade to determine the strength of
the corrélation between the budgets of the offices of the
county £ax assessors and the value of the total gross ass-
essments within their respective countieé. The meﬁhod util-
ized to determine the strength of correlation was the Pear-
son product-moment correlation procedure.8 The correlation
coefficient was computed from raw scores (the amounﬁs of the
budgets and the total gross assessed valué’é‘*ﬁ:ﬁ- 1970 rounded to the
nearest thousand dollars and then truncated) utilizing the

following formula:9

Where rxy is the correlation coefficient, X is a budget
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value, and Y is the value of total assessed property within
a county.

The correlation coefficient was found to be .97; there-
- fore, indicating a strong relationship between the total
value of assessed property within the counties and the bud-
gets of the offices of theif respective county tax assessors.
Although a strong positive correlation was anticipated, a
correlation coefficient as high as .97 was not expected. As
a reéult of this high coefficient, steps were téken to iden-
tify the factors to which it could be attributed..

Through a contact with the Oklaﬁoma Tax Commission, it
was found that staté law requires that the minimum level of
salaries of county officialsvbe graduated on the basis of
the value of the aséessed propérty and the population within
their respective couﬁties. Title 19, Oklahoma Statutes 1971,
Section 180.58 provides for the codificatioﬁ 6f graduated
salaries for the county tax aséessors and their deputies,
among other county officials, and states the purpose for the
codification. The following is a quotétion of that section
of the Oklahoma Statutes:

Purpose - Legislative determination. - The pur-
pose of this act is to codify and revise the laws of
the state relating to the salaries and wages of coun-
ty officers and their deputies and employees, and to
establish said salaries -and wages by general law ap-
plicable throughout the state under a uniform sche-
dule fixing such salaries and wages and future in-

creases and reductions thereof upon the following
basis: (A) the available revenues of the several
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counties out of which such salaries and wages may
be paid, (B) the amount of services required to be
performed, (C) the monetary value of such services
in relation to that of non~governmental services of
similar nature in the areas wherein such services
are performed, and (D) the relative amounts of ser-
vices required of the various county officers, their
deputies and employees upon investigation and full
consideration of the applicable facts. The Legis~
lature has determined that the foregoing basis of
such scheduled graduations generally are cognate

to the combination of the following factors: (a)
the net valuation of all tangible taxable property
of the county (total taxable valuation less home-
stead exemption allowances) hereinafter referred to
as "service-ability", and (b) the population of the
county, hereinafter referred to as the “service-
load"; and that the application of said factors
properly establishes a rational and relevant for-
mula for uniformity of salaries and wages and of
future increases and decreases thereof.l10

Another constraint on county budgets is stated in Title
19, Oklahoma Statutes 1971, Section 180.67. The following
is a gquotation of that section:

Act as comprehensive salary code - Limitation
on expenditures. - (a) It is hereby declared to be
the intent of thHe Legislature that this act shall
be the comprehensive salary code for all counties
of the state and no county officer in groups "A"
or "B", or their assistants, deputies, or other
employees by whatever title designated, shall re-
ceive any salary or wages except as provided in
this act, except that the county superintendent of
schools may receive extra compensation as provided
by the Oklahoma School code.

(b) Notwithstanding any provisions of this act
to the contrary, no county shall appropriate or ex-
pend more than seventy-five percent (75%) of its total
available revenue for current general fund purposes
in any fiscal year, computed as required by the
fourth proviso of section 289(B), Title 68, 0.5.1951,
for salaries and wages of the officers named in groups
"A" and "B", and their assistants, deputies and employ-
ees by whatever title designated, as classified in
section 4 of this act. (Section 180.61 of this title.)
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~In the event that the total sum necessary to pay the
salaries and wages of officers and their assistants,
deputies and employees does exceed seventy-five per-
cent (75%) of such total available revenue, then such
total sum shall be reduced to an amount equal to
seventy-five (75%) of such total available revenue,

and the salary and wages of each officer, assistant,

deputy and employee shall be reduced by that percent-

age 6f the authorized amount thereof which said to-

tal reduction bears to the total authorized sum,

The high positive correlation coefficient indicated a
relatively high degree of consistency among the counties of
Oklahoma in the cost of administering the ad valorem tax in
relation to the total value of the assessed property within
their respective jurisdiction, It can be seen that state
law has an important bearing upon this consistency.

4. Consistency is assessments between various juris-

dictions: Is there consistency between counties
in the levels of the average assessment ratios?

Ideally, there should be reasonable consistency and uni-
formity in the assessment of property with spatial variations
in the rate of taxation resulting through differentials in
mill levies based on local revenue needs which are determin-
ed by the local taxpaying voters or their representatives.

Consistency between counties in average assessment ra-
tios has important ramifications in the equity between coun-
ties in the burden of taxation on individual taxpayers and

it also has important ramifications in the uniformity of

governmental entities to incur debts at their maximum poten-
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tial.

In Oklahoma, due to the existence of homestead exemp-
tions, when assessment ratios within a particular taxation
jurisdiction are generally low and the mill ievy is high
there is a disproportionate tax burden on taxpayers not util-
izing the exemption. In contrast, if assessments were higher
and the mill levy lower,‘a high rate of revenue intake could
be maintained and the tax burden coﬁld be spread somewhat
more evenly over the taxpaying population. Table V demon-
strates the effect that variations in assessments and mill
levieé can have.on the burden of taxation.

As pointed out previously, the amount of debt that a
local governmental entity can incur is tied to the total
assessed valﬁe of the taxable property within its juriédic—
tion, It stands to reason that a governmental entity can
undertake the development of more capital improvements on a
maximally expanded tax baée than on a partially expanded tax
base. |

Descriptive statistical techniques were used toO examine
the Variability of the average tax assessment ratios of the
counties in Oklahoma. It was found that in 1970 Tulsa Coun-
ty, with an average tax assessment ratio of 24.14 percent of
market wvalue, had the highest average tax assessment ratio
and Dewey County, with an average assessment ratio of 140

percent of market value had the lowest average tax assess-



TABLE V

THE EFFECT OF VARIATIONS IN ASSESSMENTS A%?
MILL LEVIES ON THE BURDEN ON TAXATIONl :

‘Nét‘ Vélue,of >Pér¢ent of

Assessed Homestead Assessed Mill Tax Combined The Burden

Jurisdiction Property Value  Exemption Value Levy Payment Payments Of Taxation

Property A, $1,500 ~ $1,000° ~ §$ ‘500" 75 §$ 37.50° = 25%
Jurisdiction A - - o o $150

Property A.2 1,500 0 1,500 75 112.50 75%

‘Property B, 2,500° ~ 1,000 1,500 ' 38 ~ 57.00 . 37.5%
Jurisdiction B - : - : 152 7 7

Property 32 2,500 0 2,500 38 95.00 62.5%

9L
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ment ratio. The highest ratio was mbre than twice as large
as the lowest and there was 13.74 percent units difference
between the two.

The average deviation of the county average tax assess-
ment ratios frém the state average was 3.35 pércent of mar-
ket value. The standard deviation of the distribution of
average county asséssment ratios was 3.88 percent of market
value above and below the state average.

Considerable variability exists between counties in
average assessment fatios. It appears from these findings
that counties vary in equity with which the tax burden is
spread among their taxpaying;population. In addition, it
appéars that counties vary in relative potential for incur-
ring debt. It thergfore seems that steps should be taken to
promote greater unifofmity between counties in their average
tax assessment ratios. |

5. Social Expediehcy: Does the revenue program

operate well within changing economic circum-
stances?

An examination was made of the responsiveness of the ad
valorem tax in Oklahoma to changing economic circumstances.
In 1930, the average assessed value for an acre of farm land
including improvements was $16.04 and the average value of a
town lot including improvements was $424.$O. Between 1930

and 1970 the lowest average assessed value for an acre of
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rural property including improvements was $9.67 in 1939. The
lowest average assessed value for an urban lot including im-
provements was $235.79 in 1935. The highest average assess-
ed values for the same units of property were $16,77 and
$1,035.53 respectively with both occurring in 1970.

Assessed values have tended to lag behind changes in
economic conditions. The Great Depression began in 1929
with prices of real estate generally fallingrsoon after.

The average assessed.value of an acre of rural property in-
cluding improvements did not reach a'low poiﬁt until 1939;
however, by ﬁhis time the economy as a whole was in an up-
ward trend. The average assessed Qalue of an ﬁrban lot in-
cluding improvemenfs did not reach é low point until 1935;

however, the most crucial years of the Depression are gener-

ally considered to have been 1930, 1931, 1932, 1933 and 1934.

The legislation enabling the homestead exemption in Ok—‘
lahoma was passed in 1936. The State Legislature demonstrat-
ed a tardiness in passing the homestéad exemption in that
early stages of economic recovery had begun by 1936, It
therefore seems that this fype of tax relief would have been
more appropriate in the most crucial years of the Depression,

Other aspects demonstrating the léck of responsiveness
of the ad valorem tax to changing economic conditions were
brought out.previously in the examination and discussion of

the certaiﬁ&y of the tax. It was shown that both urban and
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rural assessments in the decade of the 1960's did not keep
pace with the inflationary trends of ﬁhe economy. It appears
that the ad‘valorem tax in Oklahoma had been administered in
a partially regressive manner. The most regressive téx would
be one which is highest when economic conditiéns are least
prosperous‘and lowest when they aré the most prosperous.

The ad valorem tax in Oklahoma has not been administered in
such an extreme manner; however, the resistaﬁce to change and
the lag in reassessments has demonstrated reéressive tenden-
cies.

The ad valorem tax has a built-in mechanism whereby
property can be revaluated in response to variable economic
conditions. The éd valorem tax.could be administered pro-
gressively and thereby ﬁelp reduce the impact of inflation

or if necessary respond to economic recession.
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CHAPTER V
SUMMARY AND CONCLUSIONS

The major aim of this study was to examine the spatial
equity of various aspects of the ad valoréﬁ tax in the State
of Oklahoma. A number of approaches were utilized in exam-
ining the tax and its administration.

One approéch to the examination was that of indirectly
comparing the values ascribed to owner-occupied houses by
the county tax éssessor to the values of the houses as es~
timated by the owners. Information indicating the value of
houses as estimated by the owners was provided in.the 1970
Census of Population and Housing and was available on the
fifst count computer tapes. The City éf Stillwater, Okla-
homa was selected as a study area. : |

Sample enumeration districts were randomly selected
for use in the exaﬁination. Information concerning the tax
assessment vaiues of houses in the same geographic areas as
the sample enumeration districts was obtained from the tax
rolls. The owner-occupied houses in the tax rolls were
identified by the existence of a homestead exemption:

The raw data were adjusted and grouped in such a way

g1
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as to be compatible for statistical comparison. The infor-
mation from all‘the sample enumeration districts was com-
bined to form house value distributions which represented
the entire city.

State law requires that no property can be assessed at
more than thirty-five percent of its true cash value. The
Payne County Tax Assessor, who is responsible for assess-
ments in the City of Stillwater, indicated that the average
tax assessment ratio in Stillwater is about twenty percent
of true cash value and a previous tax study conducted in
Payne County showed that a majority of the assessments are
above 14.56 percent of true cash value.

It was hypothesized that no significant difference
existed between the frequency distribution of house values
as estimated by the owners and the frequency distribution
calculated as if assessed values were twenty percent of true
cash value.

Three comparisons were made with house values calculat-
ed as if their assessed vaiues were 35 percent, 20 percent,
and 14.56 percent of their true cash value. It was found
that a significant difference existed between the owner-
estimated fréquency distribution and the distributions es-
tablished on the basis of all three assessment ratios. It

was concluded from the development of this section of the
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study that the possibility for a relatively high degree of
error in the homeowners' estimates existed due to differences
between individuals in perceptions of house values. It was
also concluded that the assessment ratios possibly varied be-
tween value categoriesrof houses due to the lack of location-
al considerations in past assessment practices; The latter
conclusion suggests discrimination between value categories
in assessment practices.

Another aspect of the study entailed a comparison, on a
state~-wide level, of differences in asseésment ratios of ur-
ban and rural property. An examination was made concerning
the changes.in assessed values over a period from 1930 to
1970. The consistency between the counties in the cost of
administering the tax was viewed. An examination was made
of the consistency between different counties in the level
of their assessment ratios. The responsiveness of the ad
valorem tax to changing economic conditions was also consid-
ered.

It was concluded on the basis of the findings from this
section of the study that the ad valorem tax in Oklahoma is
generally administered in an inequitable manner. It was
found that a significént difference éxisted between the ass-
essment ratios of urban and rural property and that assess-
ment ratios may vary spatially within the same county.

Counties were shown to differ widely in assessment ratios.
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It was also found that the ad valorem tax has not generally

been attuned to changing economic conditions.
Suggested Future Research

The State law has required that property be reassessed
every five years, The County Tax Assessor in Payne County
had completed all the reassessments on residential property
as of 1971. These asseésments differ, in many céses, from
those of 1970 which were utilized in the examination describ-
ed in this paper, The great majority of the new reassess-
ments were increases. A study could be conducted, following
a similar'procedﬁre as described in this paper, to compare
the assessment indicated values of 1971 to the owner-estimat-
ed values in the 1970 census. Such an examination could be
used to determine if the 1971 assessment values have a great-
er similarify to the owner-estimated values than did the 1970
assessments.

A study could be conducted to determine how the owner-
estimates as indicated in thevcensus data in a given area
would compare to the true market value of real estate as
determined through sampling techniques of actual real estate
sales. Efforts could be made.to determine if there are vari-
ations between different types of groups in the reliability
of the estimates of house values. In addition, efforts

could be directed toward identifying the degree of reliabili-
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ty of the estimates from specific types of groups.

Information concerning the reliability of various groups
could ultiﬁately be used to generally indicate the overall
reliability of the owner-estimated values and to isolate the
factors affecting the reliability of the information in spe-
cific applications. Asbwas indicated previously there may
be variations betWeen individuals in the way they perceive
the value of their homeé. Perceptual considerations affect-
ing valuations may be associated with such factors as the
perceiver's age,iraée, and socio—econoﬁic status, To illus-
trate this point, it is.cénceivable that in&ividualg with
low socio-economic status may tend to appraise‘house values
incorrectly due to miéconceptions, lack of knowledge, or a
lack of contact with real estate market conditions and
changes. In‘contrast,‘indiviauéls that are frequently mobile
in residence, relatively high in socio-economic sﬁatus, and
exhibit high social mobility should have reasonably accurate
knowledge of the value of their houses.

Further efforts coula be directéd at determining whether
high or low estimate reliability of different types of groups
is translated into the.degree of reliability of the'inforﬁa—
tion provided in the different houée value range categories
of the census.

There is a need to explore the possibilities for other

uses of the owners' estimates of house values. Further know-
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ledge should be developed concerning the usefulness of the
owner-occupied house value information in assisting in the
identificatién of target areas for program implementation in
such fields as urban renewal, crime pfevention,‘social work,

and public -health.
Suggested Practical Application

One of the most obvious practical applications for tax
assessment information is for’the purpose of public educa-
tion? There is a great need to reform the existing ad Qalor—
em tax structure. A broad informétion base is necessary
from which to make logical and efficient steps toward reform.

The findings of this study indicate the need for a num-
ber of reforms in the administration of the ad valorem tax
in Oklahoma. It was demonstrated on the basis of statisti-
cal examination that rural property was generally assessed
at a lower rate than urban property. It was also found that
assessment ratios differed betwéen cities within the same
countyi In order for the burden of taxation to be equalized,
steps should be taken to equalize the disparity between the
assessment ratios of the two types of proéerty and between
different geographic locations Within the same county.

One method by which differences in assessment ratios
could be minimized is by empowering the Oklahoma Tax Commis-

sion or some other state agency to require the county tax
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assessor to revaluate the rural property within the county
when it is found to be assessed at a significantly lower rate
than urban property.

It has been shown that both urban and rural property
values have génerally tended to increase more rapidly than
their tax assesémént valuations. There has been some effort
devotedvto updating assessment valuations, but it appears
thaf not enough has been done. It seems that better methods
should be developed and enforced to monitor appraisal prac-
tices and éncourage more accurate valuations.

Considerablé variability was found to exist between
counties in their average assesément rét1057 This indicates
tha£ counties vary.in the equity with which the burden of
taxation is spréad among their taxpaying population.

One method of dealing with this problem is to empower
the Oklahoma Tax Commission or some other state agency to
require the average assessment ratios of counties to conform,
within a reasonable degree, to the state norm based on all
average county assessment ratios taken as a whole. Such a
measure would not have any effect on the ability of the coun-
ty to raise revenue in that the mill levy would be locally
determined on the basis of local revenue needs.

In general, it was found that the administration of the
ad valorem tax in Oklahoma has not been attuned to changing

economic conditions within the state. As pointed out pre-
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viously, some steps have been taken to revaluate property
within the state; however, it seemed to be indicated by the
findings that additional steps are needed. The changes in
the assessment values of both urban and rural property during
the recent county revaluation programs have not fuily re-
flectéd the actual changes in property values.

It appears that the problem is one of motivating the
administrators of the téx to conduct their activities in a
more responsive manner. One solution might be for the voting
population to call for the establishment of economic guide-
lines to be used by the ﬁax program administrators, with
their compliance monitored and enforcedf

On the basis df the findings of this study, it appears’
that the homestead exemption accomplished little, other than
encouraging home ownership and unjustly shifting the-burden
of taxation to individuals not owning their own homéz It
seems likely that the lack of a homestead exemption on rental
property would be reflectedbin the rent price of the proper-
ty. In general, renting of a residence does not reflect the
ability of an individual to pay taxes. Therefore, in this
respect, the homeowners are receiving an unequitable tax ad-
vantageT

The existence of the homestead exemption limits the tax
base of a governﬁental uﬁit. When revenue needs are increas-

ed the burden of taxation is thrown on people not having a
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homestead exemption on their property. By repealing the
homestead exemption more property would becoﬁe eligible for
taxation aﬂdbas a result more revenue could be generated at
lower tax rétes. Such a éondition would seem to have the
effect of promotihg tax relief for those previously over-
taxed and shifting a more»equitable share of the burden on
those previously possessing an advantage.

Another important consideration in the reform of the
existing practices in ad valorem tax administration is the
development of new appraisalvtéchniques that are closely
aligned with market values. It seems obvious that ﬁany loca-
tional considerations neéd to be weighed in the valuation of
property in addition to the obvious physical aspects. Inno-
vative assessment methods need to be developed by which ap-
praisal values. for all classes and types of property closely
approximate true market values. |

The census information, when available at a usable
level for a specific area, could serve as an aid in the de-
velopment of land use profiles indicating the frequency and
value characteristics of Owner-occupied housing which; along
with othef types of information, would be of benefit in
various types of planning and programming activities. These
profiles could assist in the identification of the extent of
certain types of economic and social problem areas. The in-

formation could be used to qualify the existence and extent
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of need for assistance and to aid in the selection of'the
location for problem alleviation projects. The information
could be used in developing criteria for evaluating pfoject
proposals for various types of improvement activities. The
profiles would be of benefit in the establishment of plan-~
ning goals and in setting program cnd project priofities.
This information could be of considerable value, when appli-
cable, in evaluating the effectiveness of various completed
projects. The census information cculd also be used in the
examination of trendé in lahd use characteristics in those

areas for which the data were available,
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APPENDIX A
SAMPLE ENUMERATION DISTRICT MAP

Appendix A consists of a sample enumeration district
w1 _ ‘
map. The sample enumeration district maps contained street
names, block numbers, lot numbers, and housing addition

identification.
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APPENDIX B

CITY MAP DELINEATING SAMPLE

ENUMERATION DISTRICTS

Appendix B consists of a city map of Stillwater with
the sample enumeration districts, which were used in this

study, indicated,
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APPENDIX C

A NEW METHOD OF AD VALOREM TAX ASSESSMENT

IN PAYNE COUNTY, OKLAHOMA

For all new houses constructed in Payne County, Okla-

homa the tax assessor attempts to assess the property at 16

percent of the true market value. The following are the pri-

mary value considerations in the appraisal of the true mar-

ket value of the new houses.

A.

A value of $12.50 is ascribed to each square
foot of floor space up to 1,200 square feet.

A value of $10.00 is given to each square foot
of floor space more than 1,200 square and less
than 1,750 square feet.

A value of $12.SC ié ascribed to each square
foot of floor space more than 1,750 square
feet, | |

A value of $800 per fireplace is added to the
value of the house,

A value of $5.00 for every square fgot of
garage floor space is added to the value of

the house.

98
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F. A value of $1.50 is added to the appraised value
of the house for each square foot of shake type
roof,r A composition-type roof is éonsidered in
with the cost of the floor space.

G, A-value of $.60 is édded for each square foot

of uncovered patio or a value of $2.00 is
addedvfor each square foot of covered patio.

The subtotals of the aone value considerations are com-
bined to obtain an éstimate of the tfue market value of the
housé. The assessed value is then calculated as 16 percent
of the estimated market Valuej- |

The estimated market value of the lot on which the
house is located is detérmined from price information con=-
tained on copies of land transfer documents supplied by the
couﬁty clerk. The assessed vaiue of the lot is then calcu-
lated as 16 percent of the estimated market Valueﬁ

The total estimated market value of the house and lot
are compared by the tax assessor to the market price approxi-
mated on the basié of price information based on property
traﬁsfer documénts provided by the county clerk to determine
if a reasonable degree of consistency exists}between the two
values. 1If thé taxXx assessor's appraisél is reasonably con-
sistent with the approximated market price then the appraised
valué is retained and it isvused as the basis for the assess-

ed value, If the tax assessor's appraisal is inconsistent
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with the approximated market price then the tax assessor's
appraisal is adjusted to reasonably conform with that value

and the assessed value is then derived.



APPENDIX D
ASSESSMENT RATIOS BY COUNTIES

The Table in this Appendix was obtained from the 1971
Progress Report to the Legislature on Property Revaluatiohr
compiled by the Ad Valorem Tax Division of the Oklahoma Tax

Commission.
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TABLE VI

STATE OF OKLAHOMA, OKLAHOMA TAX COMMISSION
“»970 REAL ESTATE ASSESSMENT-SALES RATIO
STUDY (ARITHMETIC MEAN' COMPUTATION) -

Urban'Property'

Rural Property

"Total Property*

Number;of,

B Number . of - S . Number of . . . . . .
~County Sales Ratio (%) Sales Ratio (%) Sales Ratio (%)
Adair 19 - 14.23 " 39 13,95° 58 '14.03
Alfalfa 17 21.38 28 12.00 45 13.60
Atoka 14 9.32 40 12.03 54 11.41
Beaver: 8 23.44 10 10.38 - 18 12.54
Beckham 103 20.98 33 10.68 136 16.08
Blaine 40 14.87 22 13.53 62 13.95
Bryan 48 14.86 29 10.07 17 12,38
Caddo . . . 69 17.80 38 10.34 107 12.99
Canadian 216 18.45 47 14.28 263 16.26
Carter . .62 18.76 12. 11,53 74 16.49
Cherokee 14 19.71 32 14.38 46 16.62
Choctaw 28 _.14.33 27 7.81 55 10.57
Cimarron 10 '18.50 10 16.48 .20 16.85
Cleveland 619 19.64 44 7.58 663 18,20
Coal 22 23.23 18 9.61 40 14.01
Comanche 412 15.85 22 . 9.10 434 15.11
Cotton 36 14.75 13 11.22 49 12.01
Craig 40 21.70 15 11.16 55 14 .45
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TABLE VI (Continued)

‘Urban Property : _Rural Property - Total Property

Number of S Number of = = - = Number of o
County Sales Ratio (%) Sales . Ratio (%) Sales Ratio (%)
Creek- : 68 21,49 21 '13.74 89 '19.11"
Custer o 172 16.72 18 7.13 190 12.33
Delaware 28 _15.23 29 13.48 57 _14.20
Dewey o 23, - 17.79 . 1le . 8.90 39 10.40
Ellis 13 18.13 14 11.12 27 12.68
Garfield. _ 257 18.04 22 8.70 279 15.13
Garvin . 49 . 21.85 .23 10,99 . 72  16.74
Grady 55 17.22 34 12,69 89 15.00
Grant . 13 17.80 ; 18 10.39 31 _11.47
Greer o _ 28. 20.62 18 . 8.87 . .46 13.21
Harmon 38 20.87 21 11.19 59 14.04
Harper. ' 30 20.45 9 8.05 39 11.15
Haskell _ 21 , 20.51 17 12.58 = .38 . 15.02.
Hughes 19 23.94 22 12.24 41 17.17
Jackson 214 __17.59 28 8.15 242 13.86
Jefferson o . 33, . 20.59 [ Y .. 9.92 471 . 13.02
Johnston 15 20.58 18 13.28 33 15.74
Kay 185 17.38 22 10.80 207 __15.11
Kingfisher . 45 _ 20.08 , 16 o 12.27 - 61 14,61
Kiowa 73 20.00 19 11.65 92 14.29
Latimer _ 23 18.76 22 15.02 45 16.25
LeFlore , 29 . 13,95 .26 . 12,91 55 13.45
Lincoln 39 17,95 51 7.43 90 12.15
Logan 27 19.11 15 12.92 42 15.80
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TABLE VI (Continued)

Urban Property Rural Property Total Property
Number of Number of Number of o
County Sales Ratio (%) Sales Ratio (%) Sales Ratio (%)

Love 13 14.60 14 9.27 27 10.80
McClain 81 17.35 60 11.10 141 13.36
McCurtain .. . 18 15.03 23 13.73 41 14.08
McIntosh 35 16.96 14 9.47 49 13.08
Major 18 19.55 10 9.49 28 12.01
Marshall 26 14.47 12 10.95 38 12.55
Mayes 57 10.84 25 9.21 82 12.58
Murray 50 19.25 16 7.56 66 13.94
Muskogee 112 22.58 24 . 12.38° 136 20.21
Noble 30 18.71 27 14.12 57 15.71
Nowata 37 21.39 28 13.29 65 - 16.53
Ok fuskee 30 22.65 45 14.05 75 17.24
Oklahoma 1,101 20.52 30 9.13 1,131 20.40
Okmulgee 106 20.30 42 11.24 148 17.42
Osage 25 22.81 22 18.24 47 20.35
Ottawa - 65 22.61 : 23 13.25 88 18.95
Pawnee 38 14.71 13 8.68 1 11.52
Payne 109 17.55 18 13.66 127 16.68
Pittsburg 97 14.49 14 13.02 111 14.02
Pontotoc ' 54 18.29 21 11.23 75 15.12
Pottawatomie 97 19.56 35 12.32 132 17.11
Pushmataha 14 20.63 34 15.19 48 16.41
Roger Mills 16 19.69 18 9.76 34 10.77
Rogers 44 17.29 26 9.78 70 13.30
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TABLE VI (Continued)

‘“Urban Property - ’ " Rural Property -~ = = " Total Property
Number of =~ .  Number of . Number of
County Sales. Ratio (%) Sales Ratio (%) Sales Ratio (%)
Seminole - - 22 ©19.18 22 0 13,14 - 44 "~ 16.88"
Sequoyah 34 22,43 22 22.50 56 22.47
Stephens. . . . 54 21.72 17 12.94 71 19.04
Texas o 86 .. 18.43 32 - 9.33 . _ 118 =~ .12.70.
Tillman 50 . 20.01 24 12.04 74 14.62
Tulsa 951 24 .54 40 15.99 991 24.14
Wagoner _ . 38 ~20.28 22 13,25 60 _ 16.66
Washington 92 22.82 22 14 .46 114 21.58
Washita 47 17.37 20 10.50 ; 67 12.00 _
Woods - . 42  17.60 7 , 11.3%9 =~ 49 13.61
Woodward 44 21.08 14 ' 10.37 58 16.03
STATE OF
QKLAHOMA __ 7,007 _ 19.69 1,828 11.75 8,835 __17.57
*

Weighted average, consisting of the addition of: (1) the figure resulting from the mul-
tiplication of the 1970 urban real estate assessments, as a percentage of total real
estate assessments, by the indicated urban property ratio, and (2) the figure resulting
from the multiplication of the 1970 rural real estate assessments, as a percentage of
total real estate assessment, by the indicated rural property ratio.

Source: Oklahoma Tax Commission, 19
Revaluation, pp. 6-7. '
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