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CHAPTER 1: INTRODUCTION

In downtown Toledo, Ohio there are three large buildings within a few blocks of

each other: One Government Center, the United Way of Greater Toledo, and Owens-

Illinois, Inc..  These three buildings are penultimate examples of the property holdings of

three important institutional sectors: the public sector, the nonprofit sector and the

private-for-profit sector.  In August 1999, when the research for this dissertation began,

these three buildings had something in common.  Their owners had been granted property

tax exemptions or abatements.  

That same month, the Toledo Blade ran a brief item about the impact of property

tax exemptions and abatements on public schools in Ohio’s large cities.  This news item

was just the latest example of the way in which Ohio’s system of property tax funding of

public schools has come under scrutiny in recent years.  In 1996, Jonathan Kozol’s book,

Savage Inequalities, inspired a public television documentary about unequal funding and

deteriorating facilities in Ohio’s inner-city and rural Appalachian schools.  The film also

discussed how reliance upon property tax funding perpetuated these conditions (Hayden

1996; Kozol 1991).  That same year, the Ohio Supreme Court heard arguments

contending that Ohio’s system of public school finance, based largely on the property tax,

had not resulted in a thorough and efficient system of common schools throughout the

state as guaranteed by the Ohio Constitution.  In a series of decisions, most recently in



   For a chronology of what is known as the DeRolph cases, see the website of the Ohio1

Coalition for Equity and Adequacy of School Funding: www.ohiocoalition.org/chronology.htm.  
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December 2002, the Court ruled in favor of an overhaul of public school finance that

would reduce the reliance on the property tax, which disadvantages districts with less

taxable property value and higher levels of property tax exemptions.   Little attention,1

however, was paid during this debate to the question of property tax exemptions.  Despite

the precedent of Connecticut, which reimburses localities and their schools for high levels

of exempt property (Brody and Carbone 2002), and despite such a recommendation in the

last major study of exempt property in Ohio (Davies 1949), the provision in Ohio’s

school funding formula which provides partial reimbursements for exempt property over

25% of total property value only benefits a “small set of districts” (Maxwell and

Sweetland 2002: 279), mainly small towns with large state universities.  Recently,

Cleveland began receiving some additional funding as well (Shams: 2003).

Ohio’s constitutional crisis and the intriguing role played by property tax

exemptions drew my attention to the relatively unexplored relationship between two

social trends in our urban areas in recent decades: the continued social problems faced by

inner-city schools and neighborhoods and the apparent steady growth of the public and

nonprofit sectors in our cities.  I formulated three questions, each more specific than the

one preceding it, with the final question being the research question of this dissertation:

(1) Is it possible that there is something about the growth of public and nonprofit
institutions - the very institutions often entrusted with solving America’s urban
social problems - which may have actually exacerbated these problems?                 
(2) Is it possible that the growth of the property tax exempt real property of public,
nonprofit and religious organizations has had significant unanticipated negative
consequences for urban schools, governments and communities?                



   The first question was my originating question.  It addresses the larger issue or2

concern which first drew me to the problem.  The second question is my specifying question.  It
concerns the unique way in which my study seeks to address the problem.  The third question is
the subsidiary question or research question.  The use of originating and specifying questions
evolved through the research of Robert Merton, his student Maurice Zeitlin, and Zeitlin’s student
Howard Kimeldorf (private communication, Howard Kimeldorf 2002).  Charles Tilly suggested
the value of beginning research with a wide-ranging question, exploring theory relevant to such a
question, and finally posing a more manageable subsidiary question which can be addressed
within the framework of the larger question and its related theory (1990).

3

(3) Has the growth of property tax exempt public, nonprofit and religious sector
property been characterized by the displacement of developed property from the
tax rolls, or has it primarily involved the development of undeveloped land or
underdeveloped or deteriorating property?2

These questions focus on real property (land and buildings) because the assessed property

value of the tax exempt real property owned by the public and nonprofit sectors is a

valuable indicator of the growth of these sectors in recent decades.  They focus on

property tax exemptions and abatements because their possible impact on the urban tax

base may have important fiscal consequences for urban schools and government. 

Exemptions and abatements are studied within the context of the overall social system of

real property ownership because the built environment is an important component of the

material conditions influencing urban social problems.  For theoretical reasons discussed

below, the research focuses on the important distinction between displacement and

development.  This introductory chapter further discusses the social importance of these

questions, identifies the research tradition within which the dissertation is written,

introduces the conceptual framework I utilize, describes the data employed, and discusses

the methods used to answer the research question.
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Social Policy Context

Both in Ohio and across the country, there have been longstanding and still

unresolved policy debates about the propriety of property tax exemptions and abatements,

and about their possible impact on school finance and on property tax millage levels. 

Building upon the age old historical precedent of exempting crown and cross from

taxation, early Colonial policy followed provisions in the Elizabethan Statute of

Charitable Uses of 1601, which exempted from taxation property used for educational

and charitable purposes.  Following independence, Ohio and most other states soon

adopted similar legislation (McClean, Jr. 1994). 

In the post-Civil War period, however, increasingly vehement criticism of

property tax exemptions came to a head in a series of pamphlet wars, with a focus on

religious and educational tax exemptions.  President Grant warned of the “evil” of the

“accumulation of vast amounts of untaxed church property” (Diamond 2002: 125).  But

Charles Eliot, President of Harvard University argued:

It would be grossly unfair to those benevolent persons who have contributed so
generously to the erection of the noble religious, educational and charitable
edifices which adorn our towns and cities on the face of a practice that has
prevailed from the earliest times to exempt such buildings from taxation, now to
turn around and tax them.  It is in fact a breach of contract with posterity (Gaudian
1926: 38). 

The differing opinions expressed by these two public figures have been the poles around

which debates have centered repeatedly since that time.

In the early 20  century, a round of criticisms of the alleged “menace” of propertyth

tax exemptions emanated  from the business community (National Industrial Conference
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Board 1923; Westchester County Chamber of Commerce and Philip Adler 1922).  Soon a

number of academic studies ensued, both nationally (Jensen 1931; Stimson 1934) and in

Ohio (Gaudian 1926, Doty 1938; Davies 1949).  The complex legislative history of

property tax exemptions legislation and related constitutional provisions in Ohio shows

that property tax exemptions and abatements have been particularly controversial in Ohio

(Gaudian 1926; Coriell 1992).

These debates have periodically re-surfaced, with a similar pattern of public

concern followed by academic research.  For instance, in the late 1960s and early 1970s,

an article in Fortune (Meyers 1969) and a number of books re-ignited public concern

about property tax exemptions for religious and charitable institutions (Larson and Lowell

1969; Balk 1971; Larson and Lowell 1976).  This stimulated renewed academic concern

with the impact of property tax exemptions (Quigley and Schmenner 1975; Swords 1981;

Raimondo 1980; McEachern 1981; Mullen 1990).

A similar pattern of re-emergence of the issue arose in the 1990s.  A newspaper

series, The Free Ride: The Tax Exempt Economy, raised renewed concern (Gaul and

Borowski 1993).  Academic research relevant to these debates on exemptions soon

followed (Merz and Stitzel 1999; Grimm 1999; Hall 2002; Brody 2002).  There is a

growing body of literature in the field of nonprofit sector and voluntary action studies on

property tax exemptions (Leland 1996), including a recent key journal article (Grimm

1999) and a book on the topic (Brody 2002), which was the subject of an Urban Institute

Conference June 6-7, 2000.  Such discussions of property tax exemptions are

appropriately considered within the context of the literature on the size and extent of the
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nonprofit sector (Ott 2001; A. Wagner 2000; Salamon 1994, 1995; Weisbrod 1988).

All along, these debates have centered around two fundamental questions: the

proportion of all real property which is exempt from taxation (a subject addressed in

chapter 3) and the extent of removal of taxable property from the tax rolls (a subject

addressed in chapters 4 and 5).  Despite considerable efforts to study these questions,

however, methodological problems and/or data problems have long prevented previous

research from finding a way to address them, with several notable but not very recent

exceptions (Quigley and Schmenner 1975; Balk 1971; Swords 1981).

At the same time, very little previous sociological research has studied property

tax exempt property within the social system of real property in which it is embedded. 

David Harvey discussed the concentration of public buildings in the inner city and noted

the stark contrast between the growth of large nonprofit institutions, such as John

Hopkins University and Hospital, and the surrounding poverty (Harvey 1973).  Harvey

Molotch discussed real property in his theory of the urban growth machine (Molotch

1976).  Little subsequent research, however, has responded to the recognition of Harvey

and Molotch that property is an important material underpinning of urban social history.

Recent trends in sociology, however, have re-emphasized the importance of

research on property, as part of a larger discourse on space and place.  For instance, Ann

Tickamyer of Ohio University recently asked, “Who controls the natural and built

environments?” (2000).  This question can be applied more specifically to the ownership

of the land and buildings which constitute the social system of real property.  Research on

real property and on the property tax has been recognized as part of a renewed
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sociological concern with space and place (Gans 2002; Swanstrom, Dreier, and

Mollenkopf 2002).  Herbert Gans argued that such research offers “another framework

for virtually all the topics that sociologists study.  Equally important, both kinds of

research are relevant to policy research and policy itself” (2002: 338).  Selznick also

made a plea for “thoughtful attention to the policy relevance of organizational and

institutional theory,” arguing that doing so is “an important source of intellectual

discipline” (Selznick 1996: 277).  

Issues of land policy have long been central to public policy in general (Qadeer

1981; North 1993).  Douglas North’s research showed the centrality of land policy for

public education, and argued that land policy tended to be path dependent.  A similar

argument could be made for property tax exemption policy, given the longstanding

trajectory of the general framework of those exemptions.  North, however, did not assume

path dependent policies were permanent.  He argued that gridlock can arise when

“external sources of change and unanticipated consequences of their policies may weaken

the power of existing organizations, strengthen or give rise to organizations with different

interests, and change the path” (1993: 38).  

Until now, conflict over property tax exemptions has not resulted in major policy

change.  Can we assume, however, that property tax exemptions as now enacted are

permanent, or should we realize that there are limits to path dependence?  Peter Dobkin

Hall has pointed out, “Scholars of nonprofit organizations have tended to treat tax

exemptions as a right rather than as a contingent privilege that is subject to the will of

courts, legislatures, and public opinion” (Hall 2002: 253). If property tax exemptions are
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historically contingent, and if contingencies can change, then so can property tax

exemption policies.

  Should public and nonprofit sector organizations continue to be property tax

exempt, despite the way in which such exemptions have a distorting effect on input prices

and create incentives to hoard land (Weisbrod 1988, cited by Bowman 2002)?  If so,

should there be state policy changes to compensate for the effects of exemptions and

abatements (Brody and Carbone 2002; Bowman 2002; Davies 1949)? 

Although this dissertation occasionally raises these types of questions, it will not

try to answer them.  The dissertation does not attempt a policy analysis or cost-benefit

analysis.  Nor does it make specific policy recommendations.  This research is not

normative economics, which makes judgments about particular public policies.  Rather, it

is a positive economic sociology, research which examines the consequences of a public

policy (Stigler 1966).  

In this research, I study the consequences of property tax exemptions, a legally

sanctioned, highly institutionalized practice, and of property tax abatements, a more

recent legal invention, one which is less firmly institutionalized.  I do so without

reference to the possibility that the public and nonprofit sectors generate other positive or

negative externalities or engage in other valuable or deleterious activities.  The

consequences studied are restricted to those generated within the social system of real

property ownership.  Nevertheless, this dissertation responds to Mayer Zald’s call for

social research which is relevant to the “pressing policy choices and problems facing

contemporary institutions” (Zald 1999).  The question addressed is relevant to
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longstanding debates about property tax exemptions, to policy debates in Ohio and

elsewhere about inequitable aspects of property tax funding of the public schools

(Rowland 2001; Walters 2001), as well as to broader theoretical questions about the

extent to which we live in a society dominated by large organizations and large societal

sectors which externalize their costs onto the rest of society (Perrow 2002).

Research Tradition: Institutionalism, Old and New

According to Larry Laudan (Laudan 1977), progress in science takes place within

the framework of distinct research traditions, although it can also involve the integration

of different research traditions.  A research tradition should provide the ontological,

methodological and theoretical tools for solving empirical and conceptual problems

arising from within that tradition (Laudan 1977: 86).  The institutionalist tradition,

broadly considered, is the research tradition most closely related to my topic, question,

theory and method (Stinchcombe 1997; Rutherford 1994; Scott 1995).  

Recent contributions to the sociological literature provide support for the value of

research conducted within the institutionalist tradition, and also provide support for

research on a topic concerning the social system of real property.  Charles Perrow has

called for greater stress on sociological research concerning the social impact of the

growth of large organizations (Perrow 2002). Perrow contended that such research

“remains marginalized by our profession,” in part due to what Perrow saw as a pre-

occupation with business school issues on the part of many economic sociologists

(Perrow 2000: 475).  Mayer Zald has called for a sociology of vital institutions focused

on “the interplay of state structure, industry and organizations” (1999).  As one example
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of vital institutions, Zald called for study of “property rights in their many guises.”  This

dissertation is a study of the social impact of one such property right, the right to be

exempt from the property tax.

In addition to Perrow and Zald, Robert Stern and Stephen Barley called for

research on the structure of institutional spheres and how developments in one sphere

affect another, as well as on the link between organizations and social systems.  This

dissertation studies the link between organizations within the institutional sphere that is

exempt from property taxes and the rest of the social system of real property ownership.

Bob Hinings and Royston Greenwood also called for research on topics such as

the relationship of organizations to society (2002).  They suggested studies of institutional

processes within such realms as the legal system, the political system, the health system,

etc.  The real property system is an example of such a system.

With respect to my question, the institutionalist tradition and my dissertation both

ask questions about the unanticipated consequences of purposive social action (Merton

1936).  The institutionalist tradition was willing to look at the possible “dark side” of

organizations (Hinings and Greenwood 2002).  Stinchcombe also pointed out that the old

institutionalists did not assume that institutions always worked (1997).  The old

institutionalism was willing to problematize institutional forms and practices, just as does

my originating question.

With respect to my topic, Stinchcombe ascribed to the old institutionalism a

concern with the “macrosocial background structure” behind organizations, just as this

dissertation addresses the way in which the evolution of a sub-system of property-tax
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exempt real property represents what Charles Tilly calls a “systematic, durable social

structure”  (Tilly 1996: 592).  This dissertation will show there has arisen in our urban

areas a complex of public, nonprofit and religious real property devoted to government,

education, charity, health, and religion.  This is an example of such a durable social

structure.

Furthermore, the dissertation responds to the call by Stern and Barley for research

which examines social organization within the context of “distinct sectors of society”

(Stern and Barley 1996: 150), and does so in a way which can serve as an example of how

organizational actions influence urban development (Wirth 1938, cited by Stern and

Barley 1996).

Property tax exemptions are an example of the kind of institutional mechanism or

“human invention” discussed by Polanyi.  Polanyi’s method was to seek what he calls

“some undisclosed powerful social instrumentality at work” (Polanyi 1944: 9).  The

property tax exemption is an example of what Selznick referred to as a highly

institutionalized process, something which invokes the necessity for “monitoring the

process of institutionalization” (Selznick 1996: 271).  

Stinchcombe argued that the “institutionalization of economic action” involved

property rights in resources and a system of administration (often the legal system) for

allocating those property rights in resources (1983: 130).  This dissertation concerns

research on several important parts of that system of administration: property assessment,

property taxation, and property tax exemptions.  As Stinchcombe pointed out, property

rights are embedded in such administrative systems.  
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With respect to my theoretical perspective, Stinchcombe theorized the role of

institutions in causing organizational change (1997).  The relevant institutional

framework is the property tax exemption for public property and nonprofit property, as

well as the recent addition of the property tax abatement. 

Also with respect to theory, Stinchcombe has called for reviving “some central

mechanisms from the old institutionalism.”  Swedberg pointed out that Joseph

Schumpeter saw economics as focused on economic mechanisms while sociology was

best suited to research on economic institutions such as property (Swedberg: 1993: 42). 

With respect to the sociological study of social mechanisms, however, a recent collection,

Social Mechanisms: An Analytic Approach to Social Theory (Hedström and Swedberg

1998), argued that it is important to re-emphasize the value of building mid-level theory

of social mechanisms, rather than primarily relying upon variable-oriented approaches to

theory development. The central mechanism of this dissertation, namely the

externalization of social costs by large organizations and institutional sectors onto the rest

of society or onto other institutional sectors, is an example of the kind of theory stressed

within the institutionalist tradition (Kapp 1950; Perrow 2002).

Theoretical Perspective

 John Platt has argued that two related  research problems need to be solved to

make a research contribution (Platt 1964). The first problem, how to invent an

appropriate set of competing  theories, is addressed in this section.  The second problem,

how to devise  an appropriate empirical test of these theories, is discussed in the section

on the empirical problem addressed.         
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In this section I introduce the conceptual framework of this dissertation.  I rely

upon Charles Perrow's society of organizations  perspective and his sociological concept

of externalization of social costs, as well as upon theory of externality more generally.  I

review Perrow’s perspective and relate it to neo-classical and institutionalist theories of 

externality within economics. I discuss Perrow's  perspective as part of an emerging

sociology of externalities, and define the competing theses examined in this dissertation.

Perrow’s Society of Organizations Perspective

The society of organizations perspective of Charles Perrow (Perrow 1991; Perrow

2002) stresses the role of large organizations as a social force helping to explain other

social phenomena.  Perrow has argued that “the importance of large organizations in the

United States is still insufficiently appreciated” (Perrow 1991: 725).  By tracing how

organizations have generated wage dependency, absorbed autonomous informal societal

functions, and externalized costs of operation onto the rest of society, that article

commenced what can be considered a radical Weberian organizational analysis of power.  

The society of organizations perspective is best summarized as follows: “We are

increasingly a ‘society of organizations’ rather than a society of citizens, families,

neighborhoods, and communities” (Perrow 2002b).  Perrow’s article, “A Society of

Organizations” provides a starting point for an analysis of organizational exploitation,

with an important mechanism of exploitation being externalization of cost (Perrow 1991).

Perrow pursued the theme of externalization of cost via a historical sociological

study of the growth of large organizations in the United States.  Perrow has consistently

contended that there is something about the nature of large organizations which generates
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negative externalities via the mechanism he refers to as the externalization of costs.  In

explaining externalization of cost, Perrow said that big organizations shift various costs

onto the rest of society.  He argued that mass production generates substantial negative

externalities such as poverty, propertylessness, and increased inequality of power, but that

smaller organizations are less likely to generate such negative externalities.  Perrow

portrayed an earlier, more flexible production model that was more network-oriented and

less hierarchical, therefore generating fewer externalities (2002a: 91).  

Perrow defined externalities as “the costs of doing business that are shifted onto a

fragile environment or fragile groups within the polity” (Perrow 2002a: 2).  Perrow

viewed externalities as consistent with his earlier contention that organizations must be

seen not just as products of our society, but as social forces which shape our society.  In

other words they must be seen as independent variables, not merely dependent variables:

Organizations shape the external environment of neighborhood, community, and
government at all levels.  Some of the shaping is what economists describe as
“negative externalities,” or an unobtrusive transfer of wealth from communities
and employees to the masters of the organizations.  I have in mind such obvious
things as pollution, the exhaustion of natural resources, and workplace accidents,
but also the externalities of urban crowding, the failure to smooth production
resulting in boom-and-bust cycles and layoffs, and some of our military
adventures to secure investments and markets abroad.  Since these are not
included in the price of the goods or services, they are borne by everyone rather
than just those that purchase the goods and services (Perrow 2002a: 14).  

Perrow’s concept of externalization of costs is essentially a more intuitive way of

discussing the way organizations generate negative externalities.  

Perrow did not view negative externalities (such as externalization of costs) as

merely peripheral to the large corporate organizational form, or as merely an artifact of a

particular historical period.  Negative externalities were central to the corporate form. 
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For instance, the ability of the corporate board to be self-sustaining and the absence of

any requirement for public control over its officers (except to the extent required by

publicly-held corporations) was necessary because public representatives “might limit the

ability to externalize costs” (Perrow 2002a: 35).  

Perrow stated that externalities were not only generated by manufacturing sector

organizations, but also by other forms of large organizations, particularly those organized

along hierarchical lines.  For example, he pointed out:

Big noneconomic organizations also trouble me.  Big churches and school
systems and local, state, and federal governments also centralize power, socialize
employees to bureaucratic values, “de-skill” them unnecessarily, and generate
their own  “externalities”-- the costs of doing their business that are shifted onto a
fragile environment or fragile groups within the polity (Perrow 2002a: 2).  

In a recent unpublished paper, “The Rise of Nonprofits and the Decline of Civil Society

in the U.S.,” Perrow argued that there is less and less of a difference between  for-profit,

nonprofit and governmental organizational forms (Perrow 2002b).  Also, he argued, the

fastest growing forms of nonprofit organizations are also growing in size, thus taking on

the capacity to absorb civil society and, presumably, externalize costs.  

The primary concern of Perrow’s society of organizations perspective is the role

of large economic and noneconomic organizations in absorbing civil society and

externalizing costs.  Perrow recognized, however, that either small organizations or large

organizations could generate externalities.  He noted: “It should be noted that small firms

can exploit workers and produce unnecessary costs for society” (Perrow 2002a: 4).  

It is distinctly possible that a combination of large and small organizations within

the public and nonprofit sectors, both of which are part of a sub-system of exempt



   Perrow has confirmed that the concept externalization of costs by large organizations3

is also appropriately used at a higher level of analysis than the organization, namely the sector
level.  This would produce what he suggested might be called sector externality (Charles Perrow,
private communication, cited with permission.) 

   Hawley referred to the sub-systems of a parent social system.  In this case, I am4

studying the co-evolution of three sub-systems of the social system of real property: a sub-system
of exempt real property, a sub-system of taxable real property and a sub-system of real property
subject to tax abatements.  All three are seen as sub-systems of a parent system of real property 
(Hawley 1984).

   The competing theories approach to social research has been explicitly used before by5

other researchers (Romanelli 1989; Tucker, Hurl and Ford 1994).
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property ownership, might be the organizational forces responsible for externalizing costs

onto the tax-paying sub-system.  In chapters 3 and 4, this dissertation adapts Perrow’s

perspective to an institutional analysis of one aspect of social power: real property

ownership.  Perrow’s theory is applied not at the level of the organization but at the level

of institutionalized sub-systems of the social system of real property ownership.   This is3

done by studying the sectors making up the sub-systems of the social system of real

property ownership.   One example of such a sector is the commercial sector, within the4

taxable sub-system.  Another example is the federal sector (property owned by the federal

government) within the exempt sub-system.  In chapter 5, Perrow’s theory is applied at

the level of analysis for which it was designed: the organizational level.

As may be apparent, Perrow’s society of organizations perspective and his

mechanism, externalization of costs, provide only one of the two competing theories seen

as necessary by Platt and by other advocates of a competing theses perspective on social

research (Laudan 1977).   Perrow’s concept, externalization of costs, however, is a5

sociological example of a long tradition of economic and sociological theorizing about

negative externalities.  The theory of externalities provides a built in set of competing



  Economic theories of externalities can be traced back to the work of Marshall on6

external economies and diseconomies (Marshall 1920[1890]) and include work by Pigou and
Robertson (1924), Ellis and Fellner (1943), Scitovsky (1954), Coase (1960, 1990[1988]), Davis
and Whinston (1962), Buchanan and Stubblebine (1962), Baumol (1964, 1972), Chipman (1965,
1970), Mishan (1967), Meyer (1971), Daly and Giertz (1975), Stiglitz (1977), Papageorgiou
(1978) as well as more recent contributions (Feser 1998; Harford 1998; Maskin 1994; Varian
1994; Bhagwati and Davis 1999).  This tradition was reviewed by Mishan (1971), but there have
also been book-length studies of the theory of externalities (Papandreou 1994; Cornes and
Sandler 1996; Staaf and Tannian 1974).  The literature on externalities is closely related to
conceptualizations of public goods and common property or common resources (Canterbery and
Marvasti 1992).  
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theories, in that it provides for both negative and positive externalities, as I explain in the

next section.

Conceptual Framework and Economic Theories of Externality

 The theoretical roots of Perrow’s society of organizations perspective and his

concept externalization of cost can be found in economic theories about external

economies (Marshall 1920), diseconomies (Mishan 1967) and related literature on the

institutional context of positive and negative externalities (Papandreou 1994).   6

The theory of externalities (Silvestre 1999) has been explicitly linked to the

growth of the public and nonprofit sectors (McKean 1975), to the role of urban land in

the creation of public goods (Qadeer 1981), as well as to land or property use in general

(Cao and Cory 1982).

Perrow’s concept, externalization of cost, is the latest in a long tradition of

explicitly institutionalist interpretations of externalities (Kapp 1950; Papandreou 1994). 

K. William Kapp explained that throughout the development of economic theories of

externality, there has been a consistent tension between neo-classical and institutionalist

interpretations of the nature of externality (Kapp 1950).  Adherents to the neo-classical



  For instance, Kapp wrote:  “For the fact that private entrepreneurs are able to shift part7

of the total costs of production to other persons, or to the community as a whole, points to one of
the most important limitations of the present scope of neoclassical value theory, which, because
it is confined to exchange value, has so far been incapable of assimilating to its reasoning and to
its conceptual system many of the costs (and returns) which cannot easily be expressed in dollars
and cents.  However, the demonstration that private enterprise tends to shift part of the costs of
production to third persons and to the community as a whole constitutes only one of the reasons
why the original presumption against governmental regulation and the bias against planning
which still pervades much of neoclassical value theory must be abandoned” (1950:10-11). 

18

outlook see externalities as rare exceptions within well-functioning market economies. 

The institutionalists view externalities as pervasive and as central, not only to capitalist

economies but to any society which has experienced the ascendance of larger

organizations (Perrow 2002a).

Kapp argued that neo-classical economics has relegated concern about social costs

primarily to the specialty of welfare economics.  Even there, however, concern with the

social losses represented by the differential between the larger marginal private net

product and the smaller marginal social product (a differential represented by the social

costs absorbed externally to the process of production inputs and outputs) has been

superceded by conceptualizations which minimize and marginalize how these costs are

accounted for.  

Kapp argued that in the process of ignoring social costs, political economy

became economics.  Economics rests upon the “tacit assumption that entrepreneurial

outlays and private returns constitute a theoretically adequate measure of the costs and

benefits of productive activities” (1950: 5).  Kapp argued that even under conditions of

perfect competition, externalities would continue to arise and undermine “social

performance of the free market economy” (1950: 10-11).7
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Kapp’s book (The Social Costs of Private Enterprise, re-issued under the title

Social Costs of Business Enterprise in 1963 and again in 2000) studied social costs not

born internally by organizations, such as environmental effects.  He recognized,

moreover, that such losses, “ . . . may find their expression in the destruction or

deterioration of property values” (1950: 13).  Also, while his study focused primarily on

business enterprises, Kapp recognized:

Social losses may arise in different ways.  Some clearly have their origin in
individual industries and can be traced to particular productive processes and
business practices.  Other social costs arise in the operation of the competitive
system within a given framework of generally accepted institutions and
government policies.  This institutional origin of some social costs raises a
number of interesting and important issues which will be taken up in the various
chapters devoted to their analysis (1950: 13).  (My emphasis.)

The process of becoming exempt is such a generally accepted institutionalized practice,

despite the manner in which it may impact the remaining taxable property owners.  While

property becomes exempt pursuant to an organizational decision to apply for an

exemption, that decision takes place within an institutional legal framework which 

delineates the circumstances within which uses of property are exempt from taxes. 

The bulk of the theory of externalities has involved such debates about the

definition of negative externalities and how prevalent they are within the economy.  Far

less attention has been given to the way in which positive externalities may be generated. 

One type of positive externality is what is known as an agglomeration effect.  Qadeer

argued that the nature of land use in urban areas has the potential to generate

agglomeration effects associated with the contiguous location and clustering of

enterprises (Qadeer 1981: 180).  One way of thinking about agglomeration economies is
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that they take place when the whole is greater than the sum of its parts.  It is worth

considering whether this may be the case for the set of public, nonprofit and religious

organizations which own exempt property.

There has recently been renewed attention to the role of industrial districts and

their generation of agglomeration economies.  Feser argued there has been a “partial

return to the Marshallian theory of the industrial district, which originally ascribed an

important role to what might be described loosely as formal and informal local

institutions (trade associations, family ties, social and business networks)” (1998: 286). 

Agglomeration economies refer to more than the impact of a particular industry. 

Marshall contended that local concentrations of industries (or, in this case, several

different sectors within the sub-system of exempt property) can combine to avoid the

problems associated with over-reliance upon a particular industry (Marshall 1920 [1890]:

273).

There are three primary sources for the generation of agglomeration economies,

according to economic theory.  The first is economies of scale, which can be generated

not only by large organizations but by combinations of large and smaller organizations

(Feser 1998).  The second is geographical concentration, which is often secondary to

various factors known to influence industrial location (Weber 1929, cited by Feser 1998;

Anas, Arnott and Small, 1998).  The third is the indirect effect of the production of local

public goods (Anas, Arnott and Small, 1998).  Stiglitz defined public goods as “goods

that either will not be supplied by the market or, if supplied, will be supplied in an

insufficient quality” (Stiglitz 1986: 87).  Public goods such as sewer systems, highways



   Several discussions demonstrate the difficulty of the relationship of sociological8

theory to economic theory (Swedberg 1993; Zald 1987; Baron and Hannan 1994; Pressman and
Montecinos 1996; Coase 1994).  Swedberg asked:  “When, for example, should you resort to
economic theory rather than to economic sociology?  And how do you link up one type of
analysis to another” (1993: 42)?  Sociologists should not be constrained in the choice of theory
by disciplinary boundaries.  Rather, we should utilize the theory base which is most appropriate
for the form of investigation being conducted, regardless of its source.  A similar point of view
originated with Marx, and was reiterated by Mills (1959).
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and port facilities are known to influence industrial location.

There has been less discussion, however, about the possibility that the production

of local public goods generates direct agglomeration effects.  The exempt sector of

public, nonprofit and religious property may have its own unique combination of

economies of scale and geographical clustering, and the exempt sector is certainly a major

producer of local public goods.  These exempt sectors may constitute a post-industrial

district of public, nonprofit and religious organizations, with its own agglomeration

effects.  While it is not possible to directly test the generation of agglomeration effects,

the theory of externalities nevertheless provides a theoretical rationale to overtly consider

the possibility that the growth of public, nonprofit and religious sector property has

generated such effects.  This is the theoretical source of the development thesis which I

have counterpoised to the displacement thesis derived from Perrow’s concept of

externalization of cost.

Conceptual Framework and the Sociology of Externalities

Perrow’s conceptualization of the externalization of social costs and the present

dissertation’s use of the concepts displacement and development may be seen as part of an

emerging sociology of externalities (Krohn 2000; Callon 1998; Yonay 1998).   Yuval8



   Not discussed here is a body of sociological literature dealing with externalities within9

the framework of network analysis (Coleman 1998a).  
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Yonay’s historical sociology of economics included a review of the history of the theory

of externalities.  Like Kapp, Yonay identified a conflict between neo-classical theorists

and institutionalists regarding the notion of externality.  Earlier in the century, positive

and negative externalities were called external economies and diseconomies (Yonay

1998).  Neoclassical theorists recognized external diseconomies as “exceptional cases in

which the market fails to perform its regulative duties,” while “the institutionalists

perceived externalities as the main characteristic of modern economies, a feature that

impeded the ability of the invisible hand to foster optimal welfare.  A visible hand of

rational planning was needed to secure the best economic results” (1998: 122).  

Michel Callon also recognized wide variation in applications of the concept of

externality (Callon 1998).  Applying the sociological concept of framing to the economic

theory of externalities, Callon pointed out that most economists view the market as a

relatively contained frame, from which externalities are seen as an accidental, occasional

overflow.  For many sociologists, “overflows are the rule and framing is a fragile,

artificial result based upon substantial investments” (1998: 252).  The concept of

embeddedness recognizes the porousness and ultimate fragility of any framing process. 

The very elements which reinforce the process of framing a contract or other economic

activity are “simultaneously a potential conduit for overflows” (1998: 254).  

Previous sociological work studied externalities in a variety of ways.   The “urban9

growth machine” perspective of Harvey Molotch (Molotch 1976) situated localities as
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aggregates of land-based interests, just as this research uses aggregate data on land and

building valuation.  For Molotch, decisions of propertied interests were focused on

growth at all costs.  Social struggles over the externalized costs of growth, including

struggles over land-use policy and tax rates, were the key to countering the urban growth

machine.  Interestingly, however, few of the hundreds of works citing Molotch actually

use land and property data.  Molotch, like John Commons and Karl Marx, focused on the

analytic value of use value and exchange value as ways of thinking about land.  Molotch

challenged the supposedly “natural” process of land development, which views land as a

commodity with nothing but exchange value.  He argued that development often imposes

“external costs of production” on others.  Molotch called for facing up to and

internalizing the costs of any production process (1976).

David Harvey sought to understand externalities as part of his larger agenda to

extend Marxist theory via a sharper focus on built environment formation (Harvey 1989). 

By built environment, Harvey meant “the totality of physical structures-houses, roads,

factories, offices, sewage systems, parks, cultural institutions, educational facilities, and

so on” (Harvey 1982: 545).

Harvey pointed out the centrality of the analysis of externalities for judging the

degree to which economic systems should rely upon the market mechanism:  

The significance of externality effects for an economic analysis of urban structure
cannot be underrated. The larger they are "in range and magnitude the smaller is
the faith that can be reposed in the allocative virtues of the market mechanism
even when working under ideal conditions" (Mishan, 1969: 181, cited by Harvey
1973: 59). 

Harvey recognized the value, for any Marxist analysis of the built environment, of an
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analysis of the role of externalities.  He argued, 

The inability of the market mechanism to allocate resources efficiently when
externalities are present has posed a major problem for economic theory. From a
policy viewpoint, it has provided a rationale for public interference with the
market mechanism . . . (Harvey 1973: 59).

Harvey argued, “The activity of any one element in an urban system may generate certain

unpriced and perhaps non-monetary effects upon other elements in the system. These

effects are usually termed ‘externalities’, ‘spill-over effects’, or ‘third-party effects’.”

(Harvey 1973: 57-58).  Harvey then made a very important point:

Such external effects can arise from both private and public activity. . . Until
recently, however, the role of externalities in an urban system was largely ignored
(1973: 58).

Little subsequent empirical research, however, has focused on these discussions of

externality by Molotch and Harvey.  Yet externalities and the built environment continue

to be important to study.  

For his part, Perrow has called for sociologists to claim the theory of externality as

relevant to their research (Perrow 2000; Perrow 2002b).  Perrow’s concept of

externalization of costs contributes to the emerging sociology of economic externalities

discussed here.  This growing sociological agenda has the potential to revive the earlier

debates about whether positive and negative externalities are an exceptional or a

pervasive characteristic of modern economies (Kapp 1950; Yonay 1998).  Such a debate

is important because it tells us something about the nature of modern advanced capitalist

societies.  

All else being equal (which, of course, may not be the case given wealth

inequalities generated by market economies (Oliver and Shapiro 2000)), if such societies



25

are efficiently functioning market economies which adequately internalize the costs of

production and avoid externalization of costs, then extensive social planning is less

necessary.  On the other hand, if negative externalities are pervasive, and appear to

outweigh positive externalities generated by the same social forces, then all else being

equal (which, of course, may not be the case given the contention that systems of social

planning inhibit efficient private production), more extensive social planning would be

required.  

If externalization of social costs is a feature not only of the private sector, but of

the public and nonprofit sectors as well (Perrow 2002b), this is one indication that

negative externalities are more pervasive than might have been previously realized.  It is

also further evidence for the robustness of Perrow’s characterization of a society of

increasingly large organizations, both public, nonprofit and private.  If externalization of

costs is not found to be a dominant feature of the manner in which the public and

nonprofit sector’s real property has evolved, this does not necessarily disprove Perrow’s

characterization of large private for-profit organizations.  Nor does it mean that large

public and nonprofit organizations don’t crowd out autonomous niches of social life or

engage in other (non-property related) forms of externalization of cost.  It does mean,

however, that within the social system of real property ownership, the degree of

displacement and of externalization of costs is not considered significant.  Either way, the

results should help shed light, theoretically, on how things really are within our existing

economic system, something which (it has been pointed out) we don’t think about

enough.



  For instance, Henry Aaron’s study for the Brookings Institution succinctly pointed10

out: “Owners of exempt property are encouraged to use more property than would appear optimal
if they had to pay property taxes.  Since this particular subsidy is available in proportion to the
use of real estate but not of other factors of production, schools and universities, hospitals, other
property owners, and cities themselves are encouraged to produce their services by methods that
are more real estate-intensive than would otherwise be desirable.  University and college
campuses, for example, are probably larger than they would be if administrators counted in their
budgets the property taxes that would be collectable from other owners” (1975: 84-85).
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Competing Theses: Displacement versus Development

Before presenting the competing theses utilized in this dissertation, I should

define my terms.  Negative externalities are either a by-product (output) of production of

goods or services which impose costs on others who are not compensated by the

producer, or they are costs of production (inputs) for which the producer has not paid

market rates due to a mechanism that externalizes those costs onto persons who are not

part of the input transaction.  

In the present case, I focus on the way institutionalization of the property tax

exemption has resulted in a distorted pricing mechanism for an important production

input, namely the acquisition of real property.   By applying for and receiving a property10

tax exemption, exempt organizations avoid paying the full market costs of an important

production input: real property. The externalization of costs takes place when remaining

property taxpayers are forced to cope either with higher property tax millages or lower

levels of public amenities.  The externalized costs are extended further over time due to

the theorized impact of either tax increases or reduced amenities (or some combination of

the two of them) on the growth of property values in the affected taxing jurisdiction,

compared to adjacent jurisdictions not experiencing such a process, or not experiencing it



   The development thesis should actually be considered a future development thesis, for11

reasons explained below.  For ease of reference, it is referred to as the development thesis.
   With respect to the concept of displacement introduced here, the economist William12

A. McEachern, in his article in the National Tax Journal, “Tax-Exempt Property, Tax
Capitalization, and the Cumulative-Urban-Decay Hypothesis,” pointed out: “If, on the other
hand, the tax exempt simply displaces existing, taxable property, then the public service
requirements may not change; but, since the tax base has diminished, the tax rate must increase”
(McEachern 1981: 187).  (My emphasis.)
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to the same extent.  

There are two competing theories about the relationship between taxation and

economic development.  According to neo-institutional economists such as North,

taxation drives development.  Another approach stresses the reliance of the state upon the

existing condition of economic affairs, forcing the state to tailor taxation to the level and

nature of development at that point (Emigh 2002).  A similar set of competing theories

can be applied to the effects of property tax exemptions.

Property tax exemptions may drive the development of a complex of public,

nonprofit and religious sector property which generates positive externalities.  Or

exemptions may erode the tax base, generating negative externalities.  My competing

theses, the development thesis and the displacement thesis, specify these two broad

alternative characterizations of exempt property.11

The conceptual definition of displacement is that it represents the removal of

viable developed taxable property from the tax rolls, thereby producing an externalization

of costs, an input-oriented negative externality.  12

The conceptual definition of development is that it represents the removal of

undeveloped land or non-viable property from the tax rolls, thus creating a presumption

that further development for exempt use will take place, and thereby generating a positive



  The author is indebted to Prof. Mayer Zald for raising these questions.  13

   David Harvey has pointed out that derelict property can negatively impact the14

property values of adjacent property (Harvey 1973).  Even though land and derelict property may
have tax value, the development of such property is considered here to generate a positive rather
than a negative externality.

   By incorporating two competing theses, I improved the generalizability of my theory,15

but at the sacrifice of the refutability of the theory.  Hinings and Greenwood point out, “What the
discipline means by developing scientific theories is theories that are generalizable across time
and context” (2002: 417).  There is, of course, a trade-off between the generalizability of a theory
and its ability to explain historical circumstances that may change over time.  Weber believed the
more abstract the law-like generalizations made by sociologists the less they are able to explain
the cultural significance of historical facts (1994: 539).  Weber preferred historically concrete
research with historically grounded generalizations, as opposed to Durkheimian approaches
which were more abstractly historical and used trans-historical generalizations (Ragin and Zaret
1983).  Typically, the ability to refute a theory is the sine qua non of good theory.  A theory
which cannot be seen as subject to refutation is often seen as no theory at all.  Such a framework,
however, is rooted in the tradition of single hypothesis testing and not the competing theses
perspective.  My competing theses provide two hypothesized ways in which exempt property
may have evolved.  They do not explain why it evolved, or even why displacement as opposed to
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externality consisting of the further development of a post-industrial complex of public,

nonprofit and religious property in our urban counties.  

The displacement thesis argues that the removal of previously developed property

from the tax rolls externalizes costs onto taxpaying sectors.  The development thesis

argues that the exempt sectors develop land which the private sector may never have

developed.  In doing so, the development thesis recognizes the difficulty of answering a

counterfactual question concerning what would have happened to the property becoming

exempt if it had not in fact become exempt.  If it wouldn’t have been developed by the

private sector, how would it be possible to contend that the growth of exempt property or

of corporate tax abatements had resulted in negative social consequences?   It is for this13

reason that the mere removal of land or derelict property from the tax rolls is not

considered displacement.   The operational definitions of these concepts will be14

explained in the methods section below.15



development might take place.  Again, this may seem to fly in the face of the causal expectations
we often have for social theories.  Frequently we do not seek theories of how the explanandum
(here the sub-system of exempt real property) has evolved, but an explanans for why it has
evolved.  My two competing theses provide alternative accounts as to how exempt property
originated, but do not explain why. 

  Ragin and Zaret distinguished between the object of research (the observational units)16

and the subject of research (relationships among variables or in this case the nature of a social
mechanism, displacement of costs) (1983: 740).

   Public utility property (land and buildings owned by public utilities such as gas17

companies, electric companies, telephone companies, and water utilities) is excluded from
analysis, although the data were collected.  The reason for this exclusion is that it is reported in
another set of abstracts designed expressly for the purposes of calculating overall taxes levied. 
There are no available data on the extent to which public utility property has been exempt over
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Research Site and Sampling Strategy

The object of this quantitative historical comparative sociological research is the

social system of real property ownership in 17 cities and counties in Ohio since 1955.16

By the year 2000, these seventeen urban counties represented 63% of the total assessed

value of the taxable real property in the state, and 66% of the exempt property in the state.

This social system is made up of three sub-systems of real property ownership, each of

which is differentiated by how these sub-systems experience variation in a key aspect of

property rights (Stinchcombe 1983; Zald 1999).  That variation is between: 1) real

property that is subject to the property tax, 2) real property held by organizations that

have received a property tax exemption for the public use or nonprofit charitable,

educational or religious use of that property, and 3) real property whose owners have been

granted a property tax abatement.  The first sub-system of real property is made up of four

sectors responsible for paying the real property tax (residential, agricultural, commercial

and industrial).  One additional taxpaying sector, public utility property, is excluded from

the study.   The second sub-system is made up of sectors whose non-investment property17



the years, or vice versa, but there is no reason to believe that significant transfers have taken
place.  

  I should point out that organizations owning property in this sector also own taxable18

property for investment purposes or other property not currently used for exempt purposes.  
   In chapters 3 and 4, as well as parts of chapter 5 the units of observation are the19

overall system of real property ownership and three identified sub-systems, each of which is
operationalized by an aggregation of the property valuation of various sectors.  In chapter 5 the
observational units also include parcels of exempt property in Toledo’s charitable sector. 
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has been granted a property tax exemption (federal, state, county, local, public school,

charitable, private educational and religious sectors).   The third sub-system is a growing18

sector of organizations enjoying one of several kinds of property tax abatements for fixed

periods of time.19

The subject of the research is change over time in the relationship of the sub-

systems of the social system of real property ownership.  In particular this research

addresses whether or not there has been an externalization of costs from the exempt and

abated sub-systems to the taxpaying sub-system (Perrow 1991, 2002).  The externalized

costs are generated when the taxing jurisdiction (i.e. the school system, city, or county)

experiences exemption-related reductions in revenue and is forced either to propose an

increased millage rate or reduce public amenities.  In either case, according to economic

theory (Tiebout 1956; Oates 1969; McEachern 1981), the increased taxes or reduced

amenities are capitalized in reduced rates of growth in property values in the affected

jurisdiction compared to adjacent, unaffected jurisdictions (for example, in the city

compared to the suburbs). 

Choice of Ohio and Toledo as the Research Sites

In order to obtain data consistent with the object of the research, I use property tax



   Parcel level data is data from property tax records of actual lots.  Several parcels may20

constitute one address or property site.  The aggregate data used in chapters 3 and 4 are an
aggregation of all parcels.  
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records from the urban counties of the state of Ohio, which has a relatively low but

growing level of exempt property.  This trait permits the study of change over time in one

aspect of the growth of the public and nonprofit sectors.  I also chose Ohio due to the

particularly detailed and consistent records of real property valuation data available for 17

urban cities and counties from 1955-2000, a feature which also permits a comparison of

cities and suburbs.  These represent 17 of the 18 counties whose county seats had a

population of at least 34,000 in 1990, with Lorain County later being excluded for

reasons discussed in chapter 3.  

The data employed are aggregate data of the total property valuation of all parcels

of real property within the county seats of each county as well as in the county as a whole.

This permits the calculation of the property valuation in the areas of each county which

are outside the county seat.  The data cover four taxable sectors (industrial, commercial,

residential, and agricultural property), eleven exempt sectors (which are either public,

nonprofit, or religious) and the aggregate value of several different kinds of tax

abatements.  The dissertation also uses parcel level data from Toledo to perform a

retrospective case study of the current exempt property holdings of the public and

nonprofit charitable sectors.   The specific sources of data used in chapters three through20

five are outlined in each chapter and referenced in the appendices.  

My original choice of Toledo/Lucas County as the site of research on the

voluntary sector was related to the search for an urban area which was of a size that was



   In choosing the metaphor of the primer, Aaron was influenced by Tocqueville, whom21

he cited as having said about Cincinnati: “All that there is of good or of bad in American society
is to be found there in such strong relief, that one would be tempted to call it one of those books
printed in large letters for teaching children to read” (Aaron 1992: 318).

32

large enough to contain many of the major social problems affecting American cities, yet

was not so large as to defeat efforts by a solitary scholar to study it.  The city also needed

to be diverse enough to ensure it is representative of the major ethnic groups in U.S.

society.  The subsequent expansion of data collection to include the bulk of Ohio’s urban

counties introduced a comparative design for the research, between central cities and

suburbs as well as between larger and smaller cities.  

A number of factors show that Ohio is an excellent place to conduct research of

this kind.  First, according to one account, Ohio as a state is diverse and representative:

States love to boast of their unique aspects, but Ohio’s claim to fame is the
antithesis of uniqueness.  Indeed, Ohio’s most important quality has been its
representative character . . . This balance and representative quality has made
Ohio a favorite testing ground for measuring everything from political preferences
to consumer taste . . . Ohio cities have often been selected to represent ‘typical’
American settings (Knepper 1989).  

Daniel Aaron came to a similar conclusion when choosing Cincinnati as the site of his

dissertation: “Cincinnati was a kind of an American primer, a broad caricature of the

nation . . . Geographically and culturally Cincinnati symbolized America” (Aaron 1992

[1942]: 318).21

Second, Ohio is one of the few states to have had the following combination of

fortuitous factors in place since 1955: Availability of abstracts of both exempt property

and taxable property; consistent subtotals for the same set of property types in recent

decades; consistent assessment of property values for all classifications of taxable real



  Regardless of ratio of assessed value to market value, it is best to view the data22

presented in terms of the assessed value itself, as this is the figure which is used for the
calculation of the amount of taxes levied on property tax millages.  In chapter 3’s data limitations
section, I discuss assessment levels as a proportion of market value.  

   Balk apparently did not discover the more detailed categories available in the exempt23

property abstracts used to prepare the Annual Reports.
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property at the same or a similar proportion of market value during most of the years

studied;  the requirement that copies of key records be stored at a central repository (the22

Ohio Historical Center and Department of Taxation); availability of additional abstracts

of real and public utility property and other data series which permitted tracking of

changing property tax mills; the breakdown of most major cities into taxing districts

based on the various school districts within each city, thus permitting a focus on the

central city school district area within each large and often growing city, and an office of

Tax Analysis within the Department of Taxation, staffed by experienced policy analysts.  

Third, of the dozen states found to report data regularly on exempt property, a

Russell Sage Foundation study of exempt property, Alfred Balk’s The Free List, reported

that Ohio’s Annual Reports of the Department of Taxation “probably are the most

universally respected for accuracy and comprehensiveness, but sub-categories (churches,

school districts, fraternal organizations, etc.) are of limited detail” (Balk 1971: 16).    23

Fourth, with respect to the accuracy of the appraisals of exempt property made in

Ohio, one economist reported:

Conversations with representatives of an appraisal firm indicated that the firm
does try to do a thorough job of appraising exempt property.  However, since this
property is not taxable, there is little reason to spend much time appraising it. 
Thus, the data may be only a reasonable estimate of the actual value of exempt
property (Sjoquist 1996). 

Fifth, previous research on the availability of exempt property tax records in nine



  Only fourteen states out of thirty-nine which responded to a 1973 Senate survey24

reported that they regularly assess exempt property and publish the data (Aaron 1975).  
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states (not including Ohio) found that New Jersey, Maryland, Massachusetts, Colorado,

Minnesota, New York, Pennsylvania and Virginia each lacked at least one key source of

the data utilized in this study, such as data on effective property tax rate, proportion of

exempt property, exemptions by type of exemption (public, nonprofit, etc.), valuation of

school property, valuation of private school property, or valuation of public property

excluding public schools (Quigley and Stinson 1975).   Only Connecticut, among the24

states studied, had such data for cities and their suburban rings.

Finally, a theoretical and policy-related study of exempt property in Ohio found

that Ohio’s constitutional provisions were exemplary and had prevented some of the

abuses found with exempt property in other states (Eaton 1973).

Best-Case Scenario Sampling

In addition to these factors, results of previous research on exempt property

(reviewed below) show that the choice of Ohio as a research site is consistent with a best

case scenario sampling strategy.  Exemption rates in Ohio and its cities were, during the

1970s at least, relatively low compared to other states and their cities.  On the one hand, if

externalization of costs associated with the growth of the public, nonprofit and religious

sectors and their property tax exemptions is found to be problematic for Ohio’s urban

areas, it is quite possible that similar problems can be found elsewhere.  On the other

hand, if the property holdings of these sectors in Ohio were more consistent with

development than displacement, it is possible similar development processes are
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occurring in other areas where exempt property growth is taking place.

A geography dissertation examining exempt property in Syracuse, 1969-1979,

found that by 1979, 47% of all real property valuation was exempt in the city (Kebbede

1981).  In 1979 in Ohio, the highest percentage of exempt property was in Cleveland, at

28%, with other key cities as follows: Dayton 27%; Akron 24%; Cincinnati 24%.  The

average for all 17 cities in 1979 was 22%.  By 1998, the highest rate of combined

exemptions and abatements for the 17 cities was Youngstown, at 35%, with Dayton at

33%, Cleveland at 30%, and five cities (Lima, Toledo, Cincinnati, Akron, Columbus)

ranging from 23-28%, with the average being 24%.

The same study cited above (Quigley and Stinson 1975) provided data on

proportions of exempt property for 1973 (or where data were not available, the nearest

available year) on 22 cities in the same 10 states listed above.  For those cities, the

maximum percentage was found in Boston at 54.2% and the minimum in Roanoke at

13%.  The following cities, however, are notable: Newark 43.5%; Trenton 36.5%;

Baltimore 24.8%; New York 34.5%; Richmond 22.2%; Hartford 31.6%;  New Haven

37.6%; and Philadelphia 27.3%.  

Data collected for this dissertation show that the average for 17 of the largest

cities in Ohio in 1973 was 21%, considerably lower.  The rates for comparable cities in

Ohio in 1973 were as follows: Cleveland 29%; Columbus 21%; Cincinnati 21%; Toledo

18%; Akron 16%; Dayton 22%.  Also, of the state capital cities, Columbus had the lowest

proportion of exempt property, although this may be partly due to its extensive

annexations.  Cleveland had a higher rate than the most comparable city, Baltimore (both
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are port cities, steel producers and their state’s largest city), and a slightly higher rate than

Philadelphia. 

One other key empirical study on exempt property (Quigley and Schmenner 1975)

included 1971 exempt property data on thirteen states, including Ohio.  The proportion

exempt ranged from 13.8% (Ohio) to 39.3% (Hawaii, with its substantial military

facilities).  As is apparent, Ohio had the lowest percentage of exempt property reported.

As for corporate tax abatements, one study found that Ohio’s system of abatements is

typical of most states at this time (Hill 1994).  

These observations  all support the use of a best-case scenario approach.  In other

words, if I find that the growth of exempt property has been problematic in a best case

scenario state such as Ohio, it is likely that it has been a problem in states with higher

levels of exempt property, and it may be a looming problem in other states with lower but

growing levels of exempt property.  On the other hand, such a best case scenario

sampling strategy means that if I find that the growth of exempt property has not been

problematic in Ohio, I cannot conclude it has not been problematic for other states with

higher levels of exempt property, although it would provide some support for a

conclusion that other states with similar or lower levels of exempt property are not likely

to experience problems associated with the growth of exempt property.    

Empirical Problem Addressed 

A test of the two competing theses identified earlier confronts a vexing empirical

problem: namely, just how to determine whether the growth of property tax exemptions

and abatements resulted in the displacement of developed property from the tax rolls, or



   Platt’s approach to problem solving is similar to Laudan’s distinction between a25

conceptual problem and an empirical problem (Laudan 1977; Tucker 1994).  Conceptual
problems involve complex theoretical issues, but at their least intractable level are related to
conceptual definitions used in social research, such as the above definition of Perrow’s concept
of externalization of costs. Similarly, empirical problems are often related to difficulties in
operational definitions of theoretically-imbued concepts.  In a nutshell, the essence of conceptual
and empirical problems in social science is often how to understand (theoretically) and portray
(empirically) complex aspects of social reality in a way which can be communicated more
simply.  An empirical problem is not merely a problem of measurement.  Rather, an empirical
problem is a problem related to how one can empirically test competing theories.
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whether it has primarily consisted of the development of previously undeveloped land. In

other words, how one could know if, in any one year in any one city or county, the overall

net shift of land and building valuation from taxable to exempt status involved a negative

and/or positive externality?  This is not an easy question to answer.  It is not a simple

empirical problem to solve.  This is not to say, however, that the problem-solving

procedure identified below is unduly complicated.

Earlier, I addressed the problem of how to identify an appropriate set of

competing theories.  The problem I address in this section concerns how to devise an

appropriate empirical test of these theories (Platt 1964).   In order to solve this empirical25

problem, it is not enough to merely count up the land value and building value that has

been transferred to exempt status and claim that this amounts to a negative externality.  It

is necessary to find a way of analyzing and interpreting the theoretical implications of this

removal, according to the conceptual definitions of displacement and development.  This

requires that displacement and development be operationally defined by an index

ascertaining the degree to which newly exempt property represents displacement, seen as

a negative externality, or development, a positive externality.  

In order to do so, I have developed a displacement-development index which
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compares property on the tax rolls to newly exempt or abated property.  The intensity of

development of the property on the tax rolls that year is indicated by the ratio of total

property value to land value.  If the newly exempt property is just as intensively

developed as the property on the tax rolls, displacement has taken place.  If the newly

exempt property is all land or is considerably less intensively developed than taxable

property of the same type, the transfer of newly exempt property is seen as consistent with

the (future) development thesis.  After all, as suggested by the counterfactual question

discussed earlier, the taxable sectors might never have further developed the land or

relatively undeveloped property which became exempt.

The index involves the calculation, for both taxable property and newly exempt

property in any one year, of the ratio of total property value to land value.  The

displacement-development index score is merely the newly exempt property ratio divided

by the taxable property ratio.  If the two ratios are the same, the index is 1.0.  This means

that the newly exempt land is just as developed as land on the tax rolls, and that full

displacement took place.  In order to facilitate interpretation of the index score, I also

provide a percentage displacement statistic.  This statistic ranges from 0% (for years in

which only land became exempt) to 100% (when the index was 1.0) or higher (when

newly exempt property was more intensively developed than taxable property.)  I will

explain the details of the calculation of the index and the percentage displacement

statistic in chapter 4.  

A finding of displacement means that the newly exempt property generated a

negative externality by forcing nonexempt property owners to either agree to raise millage
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rates or live with reduced levels of public services.  A finding of development means that

the newly exempt property was mainly land or relatively undeveloped property, which is

seen as more consistent with a (future) development thesis.  A finding for development

assumes that the newly developed property will be further developed.  The basis of this

assumption about future development is the fact that in order to enjoy an exemption,

property must be used for exempt purposes.  Were this property not further developed, it

would be considered investment property (property purchased with the intention of later

sale), which, despite being owned by the public or nonprofit sectors, is not eligible for

exemption under the law. 

The displacement-development index, to the extent that data are available to

properly apply it, provides a full solution to the empirical problem of how to estimate the

degree of displacement involved with newly exempt property.  However, a low

percentage displacement statistic merely infers that future development will take place. 

As explained above, the land would not be eligible for exemption if it were not

subsequently developed and used for charitable purposes.  The inability to answer the

counterfactual question as to whether the private sector would have ever further

developed that land reduces the rationale for considering the loss of the land valuation

from the tax rolls as a form of displacement. 

The empirical problem solved by this method is not a trivial one.  Until one can

control for the degree to which the growth of these sectors involved displacement or

development, it is not possible to decide whether it would be valuable to proceed with

more complex research questions regarding the possible role played by exempt property



   This phrase “potentially taxable property” makes a number of assumptions about the26

nature of the policy environment for property tax exemptions.  A discussion of these assumptions
is found in Appendix I.
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in urban decay (McEachern 1981).  It is also impossible to conclude whether there is a

need for public policy to respond to the possible role of public and nonprofit sector

property tax exemptions in contributing to the declining property tax base for urban

government and public education.

Plan for the Dissertation

The second chapter provides an historical context for the dissertation by

explaining the evolution of property tax exemptions in Ohio and by selectively examining

demographic patterns in Ohio’s urban counties in recent decades.  Chapter 3 analyzes the

social system of real property in Ohio from 1955-2000 and seeks to ascertain whether the

increase in exempt property, as a proportion of all potentially taxable property,  was a26

function of the growth of exempt property or a matter of particularly slow increases in

taxable property value.  Chapter 4 reports the extent to which taxable property became

exempt from 1955-2000 and demonstrates the use of displacement-development analysis

to study the nature of newly exempt property.  Chapter 5 provides a case study of real

property in the Toledo area and tests the competing theses via a retrospective study of

parcels of public and nonprofit charitable property.  Chapter 6 provides conclusions. 
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CHAPTER 2: HISTORICAL CONTEXT

Engraved onto the facade of the Ohio Supreme Court building in downtown

Columbus is the following: “Education and morality constitute the force and majesty of

free government.”  The ethos expressed therein can be traced to Article Three of the

Northwest Ordinance of 1787:  “Religion, morality, and knowledge, being necessary to

good government, and the happiness of mankind, schools and the means of education

shall forever be encouraged” (Shriver and Wunderlin 2000: 114).  That language was

retained and expanded in the Ohio Constitution of 1802.  It remained in the Constitution

of 1851 (revised in 1912) and is operative today.

Consistent with those values, Ohio law and constitutional provisions have all

along ensured that public, religious, educational and charitable institutions would be

exempt from the real property tax.  The prevailing view among Ohio’s founders was,

“Properly structured, a public culture built around governments, churches, schools and

newspapers could educate people about the importance of overcoming their natural

instincts” ( Cayton 2002: 2).  Cayton argued that the foundations of that public culture

“linked material progress with moral progress” (2002: 46).  He found the expression of

this public culture in institutions rooted in material foundations such as “ . . . public

buildings, transportation networks, public schools, prisons . . .” (2002: 47).  

The Ohio Constitution of 1802 declared all property to be exempt, unless declared



  Unless otherwise cited, this and other quotations from official documents in early27

Ohio history rely upon The Documentary Heritage of Ohio (Shriver and Wunderlin 2000).  
  The relevant constitutional provision reads: “Private property shall forever be held28

inviolate, but subservient to the public welfare” (Article I, Section 19).  While this was meant to
provide constitutional support for exercise of public domain, it also provided a rationale for the
practice of exempting public property from taxation, even at the cost of increased property tax
burdens for private property owners. 
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by law to be taxable.  In 1821, the legislature authorized the formation of school districts

within each township and authorized a voluntary property tax to raise funds to build

schoolhouses (Ellis 1996: 22-23).  The same year the legislature exempted religious

societies, burying grounds, public academies, colleges and seminars (Gaudian 1926).  The

1851 Constitution also specifically stated that “it shall be the duty of the General

Assembly to pass suitable law . . . to encourage schools and the means of instruction.”  27

The promulgation of legislation and constitutional provisions favoring property tax

exemptions was consistent with the recognition that, as Cayton put it,  “. . . private

property had to be sacrificed to the public welfare” (2002: 7).   Section 25 of Article VII28

of the 1851 constitution stated:

 . . . that no law shall be passed to prevent the poor in the several counties and
townships within this state from an equal participation in the schools, academies,
colleges and universities, and the doors of the said places shall be open for the
reception of every grade without any distinction or preference whatsover (Ellis
1996).
  

That constitution also stated: “The General Assembly shall make such provisions, by

taxation, or otherwise, as, with the income arising from the school trust fund shall, will

secure a thorough and efficient system of common schools throughout the state.”
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Material Foundations of Public Culture

The property of government and of educational, religious, charitable and

educational institutions has played a key role from earliest Ohio history to the present

constitutional crisis over school financing.  A two-story, territorial courthouse in

Chillicothe was the first state capitol, but soon the Assembly decided in 1812 to “convey

to this state” land in Columbus to be the state capital starting in 1816 (Shriver and

Wunderlin 2000: 142).  By the time Henry Howe visited each of Ohio’s 88 counties in

1846-7 and wrote his Historical Collections of Ohio (Howe 1948), he reported upon the

public town squares which can still be found in most of the counties studied here.  

Even before Ohio’s founding as a state, public and religious schools had been

founded in Cincinnati and elsewhere.  The first American public university, Ohio

University, was chartered in 1804, followed by Miami University in 1809.

In Cleveland, Howe found 21 religious societies, including a Jewish congregation. 

In Ohio City (on the other side of the Cuyahoga River in what is now Cleveland), he

found three more churches, including an Episcopal church he described as “a Gothic

structure of great beauty” (cited in Shriver and Wunderlin 2000: 172).  

This burgeoning pre-industrial complex of public, religious, charitable and

educational property was a focus of political conflict over such issues as “the erection of

courts and local of seats of justice” (Cayton 1990: 270).  In addition, the question of

property tax exemptions continued to generate legislation as well as numerous court cases

concerning the interpretation of that legislation.  



  29 Ohio Laws 272-273 (1831), section 2.29
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Antebellum Evolution of Legislation on Property Tax Exemptions

In 1831, the General Assembly revised the 1804 and 1821 laws and specifically

exempted the following types of property:  (1) property owned by formal religious29

societies (rather than individuals) and used for a religious meeting house or burying

ground, (2) the land value of school houses, academies or colleges as well as buildings

occupied for those purposes, (3) all lands granted by Congress for educational use (but

not any buildings on such land which are not used for such purposes, (4) all lands owned

by counties and used for the support of the poor, (5) the lots and buildings used by

charitable hospitals, (6) all “public grounds and buildings, set apart for public purpose,”

in any township or town, (7) all state land, and (8) all lands sold by Congress but for a

period of five years only (Doty 1938).  

The Kelly Act of 1946 repealed the law of 1831 and made it more detailed

(Davies 1949: 29).  Disagreements, however, soon arose over the definition of what was

charitable.  The Supreme Court ruled in 1850 that in order to be exempt under the law

property must be used exclusively for the charitable or public purpose specified by the

law and that statutes in this regard should be strictly construed (Doty 1938: 12).  

The Ohio Constitution of 1851 spelled out the philosophy of exemptions which

prevailed for the next one hundred years, notwithstanding subsequent minor

modifications (Davies 1949: 29).  Following closely upon the 1846 legislation, Article

VII, Section 2 provided that the legislature might exempt “burying grounds, public school



  The legislature did not agree, and showed this by passing legislation in 1864, omitting30

the word “exclusively” that was contained in the 1846 legislation cited by the court in 1850. By
1880, the court once again ruled in Library Association vs. Pelton that portions of an otherwise
exempt property which were rented for additional income could not be considered exempt, given
the constitutional provision.  In 1912, the provision for private charities was changed from
“institutions of purely public charity” to “institutions used exclusively for charitable purposes,”
thus more closely mirroring the syntax applied to places of public worship.  This language
remains extant in the current constitution.  See www.legislature.state.oh.us/constitution.cfm. 

  The section of the constitution which contended that religion, morality and knowledge31

were essential to good government was preceded by a provision which defended the “right to
worship Almighty God according to the dictates of conscience.”  It also made clear that “no man
shall be compelled to attend, erect or support any place of worship” and that “no preference shall
ever be given, by law, to any religious society or mode of worship.  But religion, morality and
knowledge being necessary to good government . . . ”
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houses, houses used exclusively for public worship, institutions of purely public charity,

and public property used exclusively for any public purpose (Davies 1949: 31).     30

Race, Property, and the Means of Institutions

The dilemma of whether and how to support or encourage public, charitable, and

religious institutions presented itself early on.  This dilemma was inherent in Section 7 of

Article I (the Bill of Rights) of the Ohio Constitution, which spoke so eloquently of the

“means of instruction.”   The question of how to support public education and how to31

treat charitable and religious property were complex issues.  They revolved around the

implications of one word: race.  Through Ohio’s history, a central debate has been the

extent to which the government and people of Ohio were willing to support the

construction of the property-tax exempt public school buildings necessary for a system of

public education which would provide equity, adequacy and some modicum of

educational equality for people of color (Ellis 1996).  The question of race was central to

the way exempt property was used and how revenue was raised to support public schools
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and other public sector exempt property.  

The origins of what Bier called the abandonment of the increasingly black central

cities studied here can be found in that early day and age (Bier 1999).  The Constitutional

Convention of 1802 voted 18-17 to deny suffrage to African-Americans.  The Ohio

General Assembly soon passed the first of the notorious Black Laws in 1804, requiring

citizens to comply with the federal Fugitive Slave Law of 1793.  Other laws specifically

denied access to public education to blacks and people of mixed race (Middleton 1993).

But the early years of public education in Ohio did not live up to the earlier

described constitutional ideals for any of its residents, black or white.  In 1836, Samuel

Lewis, a protégé of Horace Mann, was appointed as the first Superintendent of

Instruction.  Before ill health forced his resignation in 1839, he traveled 1,500 miles on

horseback, visiting 300 schools.  Lewis found overcrowded classrooms, short school

terms, and unqualified and overworked teachers.  He found that those with the means had

withdrawn their children out of despair over poor quality.  He pointed out that there were

still 3,370 school districts in Ohio without school houses. 

In his report, presented January 9, 1838, Lewis drew attention to the fact that the

Bill of Rights of the Constitution of 1802 not only retained the Northwest Ordinance’s

language that “the means of education shall forever be encouraged,” but read in full: “the

means of education shall forever be encouraged by legislative provision not inconsistent

with the rights of conscience.”  (My emphasis).  He proposed that funds for school

operation be raised annually, but that the state also underwrite loans to towns and districts

for the purpose of school construction.  



   In 1839, to ensure that no black or biracial property owners were taxed for such32

schools, auditors were required to note on their annual list of taxable property which property
owners were black or of mixed race. 

47

Lewis did not explicitly address the question of race.  He expressed, however,

concern to ensure that the eventual system operate “on terms of the greatest possible

equality” (cited in Shriver and Wunderlin 2000: 189).  He also made his stand clear in

principle, ending his report by saying:

The plan I have proposed is general, and includes every class – the poorest equal
to the richest child in Ohio. . . The institution to be thus established would include
all, benefit all, and with very few exceptions, save all the rising generation (Lewis
1938: 34, cited by Ellis 1996: 25).  

After a good deal of controversy, the General Assembly passed an act to support and

regulate common schools (Atwater 1838: 262-263, cited by Ellis 1996: 23).  The millage

was raised to 2 mills, assessed by the county auditor and collected by the treasurer, but

with the specific provision that if any tax were collected from African-American

landowners, the treasurer would abate the tax.   A common school fund was established32

that provided aid to counties based on the number of white children aged four to twenty.  

This provision for distribution of school funds was the first of several attempts to

address the geographic inequality of school financing across districts, even if it also

further enshrined racial inequality.  It was the first provision to respond to the debate

between those who felt school finances should be strictly a local burden and those who

felt the state should finance public education.

The winds of abolitionism were beginning to blow (Aptheker 1993).  Accounts of

abolitionist activity show that much of it concerned access by African-Americans to



  In the 1830's, Oberlin College became the nation’s first racially integrated and33

coeducational college (Shriver and Wunderlin 2000: 179).  At Lane Seminary in Cincinnati, a
mass student resignation was based on the seminary’s objection to the student practice of living
among African-Americans and engaging in educational efforts and anti-slavery agitation (Lesick
1980).  In the Western Reserve in Northern Ohio, some towns defied formal segregation,
welcoming African-Americans.
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institutions (such as schools and colleges) whose property was subject to property tax

exemptions, although the issue of exemptions was not an explicit part of the debate.   33

In 1849, Ohio established a statewide system of graded elementary and high

schools within school districts with elected boards.  Following a strong statewide vote for

Free Soil the previous year, most of the Black Laws were substantially modified the same

year (Middleton 1993: 49), thus repealing laws which were “among the most obnoxious

to exist anywhere in the North” (Aptheker 1993: 156).  After that, Cleveland and other

Northern cities abolished separate schools for African-American students.  Cincinnati,

however, established separate public schools for black children, supported by black

parents.  By the time of an 1858 Ohio Supreme Court decision reinforcing the right of

black children to public education, only 38 percent of black children and 72 percent of

white children attended school (Cayton 2002: 61-63).  

The 1851 Constitution, building on the earlier Bill of Rights provision, introduced

the language which was the focus of the 2002 Supreme Court case: “The General

Assembly shall make such provision by taxation and other means as will secure a

thorough and efficient system of Common Schools, free to all the children in the State.” 

Both then and now, how to do this was one issue.  For whom was another issue. 
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Growing Stock of Exempt Property

This legal framework reflected the growing stock of exempt property in Ohio.  In

1846, Howe described the public buildings of Cincinnati, including a spacious courthouse

on Main Street.  In the Queen City Howe listed two synagogues and 74 churches,

including the first and second Presbyterian churches, both “beautiful edifices” (Howe

1848, cited in Shriver and Wunderlin 2000: 174).  He visited the Grecian Doric style

Cincinnati College founded in 1819, St. Xavier’s college, a medical college, a teacher’s

college, a mechanic’s institute, and Lane Seminary.  He described numerous common free

schools, and reported there were 1500 students in the public high schools and 5000

students in private high schools.  There was a public orphan asylum, as well as Catholic

orphanages for boys and girls.  He also described a combination hospital, lunatic asylum

and poorhouse designed in 1821 to hold 250 persons, but filled a year later with 1100. 

Howe predicted that by the year 2000 Cincinnati would be the greatest city in the world

(Howe 1848, cited in Shriver and Wunderlin 2000: 176).  

Moving from what was the nation’s fifth largest city (Cincinnati) to the seat of

government in Columbus, Howe found, in addition to the state house, seventeen churches

(including one Baptist church for African-Americans), the Columbus Institute, a classical

literary institution, and a theological seminary.  He concluded: “The great state

institutions located at Columbus do honor to Ohio” (Shriver and Wunderlin 2000: 172).

By 1869, the Cincinnati Jewish community publication, The Israelite, called the

four congregations at the intersection of Eighth and Plum St. (a Catholic cathedral, a

Unitarian church, a Presbyterian church, and a synagogue) “the most striking monument



  A more contemporary account, John Clubbe’s Cincinnati Observed: Architecture and34

History devoted four pages to the three historic buildings still at this intersection (Clubbe 1992).  
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of civil and religious liberty in this or any other country” (Cayton 2002: 159).  34

 Early 20th Century Exempt Property in Ohio

At the outset of the 20th century, the revised Constitution of 1912 made a minor

change in the definition of charitable exemptions, so that exemptions were restricted to

“institutions used exclusively for charitable purposes,” just as religious exemptions were

reserved for “houses used exclusively for religious purposes.”  This marked the path upon

which the growth of exempt property was dependent.  By 1910, the value of exempt

property equaled ten percent of the value of taxable property, growing to 12 percent in

1924 (Gaudian 1926).  By 1915, the Ohio Tax Commission made a public issue of the

amount of the exempt property and over the next decade began to annually bring to public

scrutiny the extent of growth of exempt property in its annual reports (Doty 1938).  

By the early 20  century, public schools were the largest component of exemptth

property, followed by municipal property and places of public worship.  Neither the

nonprofit charitable sector, the nonprofit educational sector nor any branch of government

owned more real property (Gaudian 1926; Doty 1938; Davies 1949). 

By the depression decade, 16.5% of all real property was tax exempt (Doty 1938). 

In 63 selected counties deemed to have the most accurate records as of 1933, there was

$613 million in exempt property, of which 4.5% was federal, 7.4% state, 22.4% county,

municipal and townships, 37% schools and colleges, 18.8% places of public worship, and

7% charitable institutions.  The proportion of exempt property not owned by the public
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sector was 34% by 1934.  The federal share of all exemptions rose to 10.3% by 1943

(Davies 1949).  In 1955, for the 17 counties in this study, 13% of all real property was

exempt, an apparent decline from the 1930s, although this may have reflected improved

assessment practices associated with the issuance of the abstracts and following on the

heels of the recommendations made by John Davies.  

By 1955, the federal share of all exempt property had grown again, and the share

of charitable institutions had also grown.  By 1955, of all exempt property, 15% was

federal, 6.7% state, 20% county/city/township, 23% public schools, 4.3% private schools

and colleges, 10.9% charitable, and 15% religious.  Prior to 1955, the growth of exempt

property as a share of all real property was gradual.  The growth in federal property and

charitable property accounted for most of the increase in exempt property.  By 1955,

despite the onset of annual exempt property abstracts that year, annual reports of the

Department of Taxation no longer highlighted growth of exempt property as a social

problem or reported values by type of exemption.

The fact that Ohio’s economists produced no less than three theses on the question

of exempt property from 1926-1949 is evidence that in Ohio, no less than in New York,

the level of exempt property was a major public concern.  The link between exempt

property, the property tax, and school funding continued to be manifest.

Roots of Present School Finance System

At the same time as the value of exempt property (including public school

property) was gradually growing, Ohio was in the throes of yet another round of

educational reform.  The revised Constitution of 1912 required that local public school



  A similar consolidation took place nationally.  There were 127,000 districts in 1932,35

falling to 16,000 in 1980 (Associated Press 2002).  
   Foundation plans involved the state utilizing the general fund to cover the difference36

between the number of students times the per pupil foundation amount, and the amount of funds
raised by the a legislatively determined number of mills (currently 23 mills) applied to the local
property valuation (Sobul 2000).  In theory, such plans result in greater amounts of state aid to
districts with lower per pupil property valuations, but they typically do not prevent wealthier
districts from spending far more per pupil, nor did they in Ohio. 
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systems be supported by state funds (Ellis 1996: 27).  In 1913, the Ohio State School

Survey Commission mobilized tens of thousands of teachers and parents to collect a

wealth of information about the nature of the existing system.  

The work of the Commission lead the General Assembly to pass an ambitious

New School Code.  The stated goal was to overcome the disparities between poor rural

districts and districts in larger cities and town.  This resulted in a massive school district

consolidation campaign, such that the 9400 districts of 1914, including many one-room

schools, were eventually reduced to today’s 612 districts (Sobul 2000).   The goals of the35

new Code, however, were defeated by the harsh fiscal realities of the Great Depression. 

In 1932 a Second Ohio School Survey Commission concluded that while it was a

“fundamental duty of the state to fulfill its promise in providing equality of opportunity

for its young people by means of an adequate system of education,” Ohio had until then

chosen to place “ . . . the responsibility upon the local district and forced property to bear

nearly all the burden” (cited in Ellis 1996: 2).  This resulted in passage of an education

finance equalization law and in 1935 to a Foundation Program for school finance.  The

Foundation Program was to survive in one form or another straight through until the

current time, despite the temporary adoption of a modified power-equalizing approach to

school finance from 1976-1984 (Mitroff and Erekson 1988).36



   Cincinnati was an exception.  For the Cincinnati SMSA, there was an advantage for37

the city of $81, more than the average of $55 in the metropolitan area, which stretched into
Kentucky and Indiana (1967: Table A-11, p. 104).  
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Prior to the mid-1950s, most studies of education finance considered urban

districts to be well-funded, compared to rural schools (Ravitch 1983: 321; Walters 2001:

44; U.S.A.C. 1967:68).  In 1955, these advantages persisted, despite the growth of

suburbs during these years.  Nationally, these advantages disappeared by 1962, and by

1965 urban areas experienced a 28% education financing disadvantage.  Cleveland

exemplified the “central city-suburban fiscal problem . . . ” (U.S.A.C. 1967: 67).  

For the North as a whole, Walters argued, urban disadvantage developed prior to,

not following, court-ordered busing and the accelerated white flight of the late 1960s. 

The implications of Walters’ arguments is that it was the pull of educational advantages

in the suburbs, rather than the subsequent push of heightened racial conflict, which

explains the origins of urban-suburban inequality (Walters 2001; Leo et al 1999).  In

Ohio, however, an urban disadvantage existed by 1957.  Per capita total local general

educational expenditures in Dayton, Cleveland, and Columbus ranged from $47 to $52,

while outside central city areas expenditures ranged from $78 to $94.  37

Wartime and Postwar Period

World War II’s war production accelerated the growth of industry in Ohio’s cities. 

Defined according to the U.S. Census Bureau’s County Data Book data for 1947, the ten

metropolitan areas of Akron, Canton, Cincinnati, Cleveland, Columbus, Dayton,

Hamilton/Middletown, Springfield, Toledo, and Youngstown made a major contribution



  The metropolitan areas were the same as the metropolitan counties in which these38

cities were located, with the exception of parts of Kentucky and Indiana included in the
Cincinnati area and the inclusion of Warren in Trumbull County.  Warren was included in the
Youngstown metropolitan area, but sub-totals are available (Bureau of the Census, 1947).  
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to war production.  Together, 11 cities (the above ten plus Warren)  and their38

metropolitan areas resulted in Ohio contributing $11,977,433 (6%) of the $197,440,659

in combat equipment contracts, other supply contracts, or major war facilities projects in

metropolitan counties nationwide from June 1940-June 1945. 

Six of the seventeen cities I studied were outside metropolitan areas at the outset

of the study, including Lancaster, Lima, Findlay, Mansfield, Marion, and Newark. 

Lancaster would later become part of the Columbus Standard Metropolitan Statistical

Area.  Lima and Mansfield would constitute the central city of SMSAs by 1972, leaving

only Marion and Newark as cities that were not part of SMSAs.  This does not mean,

however,  that these smaller cities and counties were not also growing and making

significant contributions during these wartime years.  These six counties completed nearly

$1 billion of additional war related work.  Findlay’s Cooper Tire, for example, produced

inflatable landing craft (Love and Giffels 1999).  

All told, of the $197 billion in national war equipment contracts, other supply

contracts, and major industrial war facility projects (not counting military facility

projects), Ohio contributed $17 billion, or 8.6%.  Ohio ranked second to New York in

manufacturing output, and number two to Michigan in automotive production.  Ohio

produced aluminum in the Ohio Valley, steel in Youngstown and Cleveland, rubber in

Akron, office machinery in Dayton, jeeps and glass in Toledo, and electrical and aircraft



   The commentator, William H. Hessler asked, “How long will it be until there is an39

honest recognition that our economic system is a hybrid of public and private initiative, of public
and private investment?” (Shriver and Wunderlin 2000: 394).
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production in Cincinnati (Shriver and Wunderlin 2000: 398). 

Ten years after the end of World War II, an op-ed column of the time pointed out, 

the Ohio River, flowing 981 miles from Pittsburgh to Cairo, carried twice the tonnage of

the Panama Canal.  The river region produced more chemicals, steel, and coal than the

Ruhr Valley, although not without substantial federal investments in river improvement

(Shriver and Wunderlin 2000: 391).  Nature itself was the biggest investor, this

commentator pointed out, with the region’s coal veins and river arteries driving the cheap

production of electricity, smelting, etc.  One electricity plant alone used 1.4 billion

gallons of water a day, more than New York City for all purposes; a ton of steel used

seventy tons of water, with a barrel of oil using 18 tons.  Ohio’s industrial and public

utility enterprises exploited these natural resources.  These abundant resources lead to

cheap electricity, which attracted the aluminum production industry to the Ohio Valley. 

The insatiable demand for electricity also resulted in Ohio being slated for three Atomic

Energy Commission facilities.    39

Ohio’s Cities and Suburbs: Demographic Trends

As a result of public and private investments such as these, by the 1950s, Ohio’s

cities were teeming with tenants and industrial workers, both in terms of total population

(Table 2-1) and in terms of population per square mile (Table 2-2).  As Table 2-1 shows,

population growth in the Big Six cities stopped in 1960, with the exception of Columbus.
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The continued growth of Columbus was an artifact of the annexation shown in Table 2-3,

which shows the square mileage of each of the 17 cities over the course of these years.

Table 2-1: Population and Population Growth Rate of 17 Cities, 6 Big Cities, 11
Smaller Cities, 17 Suburban Areas and 17 Counties

1950 1960 % 1970 % 1980 % 1990 % 2000 %

Akron                   275 290 5.7% 275 -5.1% 237 -13.9% 223 -6.0% 217 -2.7%

Canton                 117 114 -2.8% 110 -3.2% 95 -13.8% 84 -11.2% 81 -4.0%

Cincinnati            504 503 -0.3% 453 -9.9% 385 -14.8% 364 -5.6% 331 -9.0%

Cleveland             915 876 -4.2% 751 -14.3% 574 -23.6% 506 -11.9% 478 -5.4%

Columbus             376 471 25.4% 539 14.4% 565 4.7% 633 12.0% 711 12.4%

Dayton                 244 262 7.6% 243 -7.2% 203 -16.5% 182 -10.5% 166 -8.7%

Findlay* 30 36 18.0% 36 -0.6% 36 0.3% 39 9.1%

Hamilton              58 72 24.9% 68 -6.5% 63 -6.5% 61 -2.9% 61 -1.1%

Lancaster* 30 33 10.0% 35 6.2% 35 -1.3% 35 2.4%

Lima                     50 51 1.6% 53 4.8% 47 -11.4% 46 -3.9% 40 -12.0%

Mansfield             44 47 8.6% 55 16.2% 54 -2.0% 51 -6.1% 49 -2.5%

Marion                 34 37 9.6% 39 4.3% 37 -4.2% 34 -8.0% 35 3.6%

Newark                34 42 21.9% 42 0.1% 41 -1.5% 44 7.7% 46 4.3%

Springfield           79 83 5.4% 82 -1.1% 73 -11.3% 70 -2.9% 65 -7.3%

Toledo                 304 318 4.7% 384 20.8% 355 -7.7% 333 -6.1% 314 -5.8%

Warren                 50 60 19.6% 63 6.4% 57 -10.8% 51 -10.3% 47 -7.8%

Youngstown         168 167 -1.0% 140 -16.2% 115 -17.4% 96 -17.1% 82 -14.3%

Total 17 Cities     3,250 3,453 6.2% 3,366 -2.5% 2972 -11.7% 2,848 -4.2% 2,799 -1.7%

Big 6 Cities***    2,617 2,721 4.0% 2,646 -2.7% 2319 -12.3% 2,241 -3.4% 2,218 -1.0%

Smaller 11 603 619 2.7% 574 -7.3% 546 -5.0% 534 -2.1%

17 Outcounty 2,909 3,596 23.6% 3,747 4.2% 3,854 2.9% 4,048 5.0%

17 Counties 5,176 6,362 22.9% 6,962 9.4% 6,719 -3.5% 6,702 -0.2% 6,847 2.2%

*Population data not available in County City Data Book for 1950.

** Akron, Cincinnati, Cleveland, Columbus, Dayton, Toledo

Source: Bureau of the Census, County and City Data Books, 1952-2000

As Table 2-2 shows, in 1950 there was a high overall level of population density

in Ohio’s Big Six cities (Akron, Cincinnati, Cleveland, Columbus, Dayton and Toledo). 

These six cities averaged 8538 people per square mile in 1950, from a low of 5114

persons per square mile in Akron to 12197 in Cleveland.  Ohio’s smaller cities, however,
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also had high levels of population density in 1950.  For example, Canton and Hamilton

were two of the state’s most densely populated cities.  Lima, Mansfield, Marion,

Springfield and Warren exceeded Akron and nearly equaled Cincinnati in density.

Table 2-2: Population Per Square Mile of 17 Cities, Big Six Cities and Suburbs,
Smaller 11 Cities and Suburbs, and % Change 1950-2000

1950 1960 1970 1975 1980 1990 2000 1950-2000

Akron                           5114 5478 5082 4645 4125 3586 3496 -31.6%

Canton                         8292 8117 5786 5361 4858 4166 3942 -52.5%

Cincinnati                    6711 6527 5794 5283 4935 4716 4247 -36.7%

Cleveland                     12197 11527 9895 8416 7264 6566 6165 -49.5%

Columbus                     9541 5417 4007 3184 3123 3315 3383 -64.5%

Dayton                         9755 7716 6357 4893 4202 3310 2978 -69.5%

Findlay*                       . 3372 3140 2886 2579 2625 2266 -32.8%

Hamilton                      7625 6030 4226 3734 3257 3068 2810 -63.1%

Lancaster*                    . 4274 2512 2617 2315 2198 1952 -54.3%

Lima                             6525 6380 4571 4317 3852 3587 3131 -52.0%

Mansfield                     6702 9465 2282 2232 2115 1815 1650 -75.4%

Marion                         6149 6180 5448 5028 4630 4259 3125 -49.2%

Newark                        4896 3483 3145 2343 2452 2466 2361 -51.8%

Springfield                   6488 5515 4901 4368 4009 3615 2905 -55.2%

Toledo                          7927 6490 4729 4528 4212 4131 3891 -50.9%

Warren                         5797 5423 5289 4171 3826 3175 2909 -49.8%

Youngstown                 5132 4903 4158 3935 3346 2832 2420 -52.8%

Total 17 Cities             7658 6784 5257 4501 4094 3806 3553 -53.6%

Big 6 Cities                  8538 7236 5723 4828 4392 4127 3930 -54.0%

Big 6 Suburbs              518 879 1,149 1,198 1,187 1,232 1,288 -51.7%

Smaller 11 Cities 5507 5742 4087 3658 3352 3039 2660 88.1%

Smaller 11 Outlying 126 153 184 196 210 218 237 88.1%

* 1950 population data not available.  Percentage change covers 1960-2000.

Source: Bureau of the Census, County and City Data Books, 1952-2000

As Table 2-3 shows, the population decline in the cities from 1960-1970 and in

later decades reduced the population per square mile in the cities, even in cities such as

Cincinnati, Cleveland, and Youngstown which, as shown in Table 2-4, were not able to

engage in annexation due to being surrounded by cities and villages.  Decreased
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population density even took place in the cities which did grow through annexation.

Table 2-3: Square Mileage 17 Cities, Big Six Cities and Suburbs, Smaller 11 Cities
and Outcounty Areas, 1950-2000

1950 1960 1970 1975 1980 1990 2000 1950-00

Akron                       53.7 53.0 54.2 54.2 57.5 62.2 62.1 15.64%

Canton                      14.1 14.0 19.0 19.0 19.5 20.2 20.5 45.39%

Cincinnati                 75.1 77.0 78.1 78.1 78.1 77.2 78.0 3.86%

Cleveland                 75.0 76.0 75.9 75.9 79.0 77.0 77.6 3.47%

Columbus                 39.4 87.0 134.6 168.2 180.9 190.9 210.3 433.76%

Dayton                      25.0 34.0 38.3 42.1 48.4 55.0 55.8 123.20%

Findlay*                    9.0 9.0 11.4 12.6 13.8 13.6 17.2 91.11%

Hamilton                   7.6 12.0 16.0 17.8 19.4 20.0 21.6 184.21%

Lancaster*                7.0 7.0 13.1 14.5 15.1 15.7 18.1 158.57%

Lima                         7.7 8.0 11.7 11.9 12.3 12.7 12.8 66.23%

Mansfield                 6.5 5.0 24.1 25.5 25.5 27.9 29.9 360.00%

Marion                      5.5 6.0 7.1 7.9 8.0 8.0 11.3 105.45%

Newark                     7.0 12.0 13.3 16.7 16.8 18.0 19.6 180.00%

Springfield                12.1 15.0 16.7 17.7 18.1 19.5 22.5 85.95%

Toledo                      38.3 49.0 81.2 81.2 84.2 80.6 80.6 110.44%

Warren                      8.6 11.0 12.0 14.5 14.8 16.0 16.1 87.21%

Youngstown             32.8 34.0 33.6 33.6 34.5 33.8 33.9 3.35%

Total 17 Cities          424.4 509.0 640.3 691.4 725.9 748.3 787.9 85.65%

Big 6 Cities               306.5 376.0 462.3 499.7 528.1 542.9 564.4 84.14%

Big 6 Suburbs           2323.0 2244.0 2156.0 2118.0 2097.0 2077.0 2056.0 -11.49%

Small 11 Cities 90.6 105.0 151.5 166.0 171.3 179.6 200.9 121.74%

Small 11 Outcounty 5415.0 5398.0 5345.0 5330.0 5315.0 5313.0 5290.0 -2.31%

*1950 data not available.  1960 data utilized for 1950.

Source: Bureau of the Census, County and City Data Books, 1952-2000

Varieties of Annexation Experience

The counterfactual dilemma identified at the outset helps us to appreciate the

historical context for the growth of exempt property in Ohio’s urban areas.  What if the

property which became exempt had not become exempt?  Would it ever have been further

developed by the taxable sector?  A related question is, how do we know whether
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anything more valuable than vacant land, which might never have been developed, was

lost to the tax rolls?  After all, there is clearly no shortage of vacant land or abandoned

buildings in our urban areas. 

There is considerable research documenting the seriousness of the problem of

vacant and/or abandoned property in urban areas, including Ohio (Accordino 2000;

Pagano 2000; Aryeetey-Attoh et al 1998).  There is vacant land, however, and there is

vacant land.  Vacant land in newly annexed areas may be seen as a positive opportunity

for development.  Vacant land and vacant buildings in the inner-city may be seen as an

eyesore resulting from property tax delinquencies and forfeitures.  

 There is reason to believe that there may have been more vacant land suited for

development in the so-called elastic cities such as Columbus and Toledo, than in Ohio’s

inelastic cities, such as Cleveland, Cincinnati, and Youngstown.  Columbus and Toledo

extensively annexed surrounding land (Aryeetey-Attoh et al 1998), as shown in Table 2-

4.  Cleveland, Cincinnati, and Youngstown were surrounded by incorporated 

municipalities and unable to engage in annexation (Howe et al 1998).

According to an influential theory, elastic cities are flexible enough to incorporate

surrounding suburban areas into the city, develop that property, and reduce city-suburban 

income differentials (Rusk 1995; Aryeetey-Attoh et all 1998).  The assumption is that the

entire city benefits.  There is a competing theory, however, suggested by the work of the

Canadian urban scholar Christopher Leo (Leo et al 1999).  Leo argued when cities expand

within the city but towards the edges of their boundaries, a strain is placed on the existing

infrastructure.  This increases the tax burden and drives out middle-class families (Leo et
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al 1999).  The logic of Leo’s concern can be extended to urban expansion in newly

annexed areas.  In other words, rather counter-intuitively, either expansion through

annexation (elastic cities) or development on the outskirts of the city (inelastic cities) can

lead to reduced population, deteriorating buildings and public facilities, unoccupied retail

premises, substantial housing deterioration, red-lining by banks and insurance companies,

and residential housing decay and abandonment in the original city center.  

Leo’s assertion is consistent with the relocation implications of the theory of intra-

jurisdictional property tax capitalization (Anderson 1990; Yinger, Bloom, Boersch-Supan

and Ladd 1988; Netzer 2002).  This theory has been linked to the effects of the growth of

exempt property (McEachern 1981).  According to this theory, vital services being equal,

increased property taxes are capitalized in more slowly rising property values, with the

result that relocation and construction decisions tend to favor areas with lower property

tax rates.  In the same way, according to this thesis, reduced levels of effective public

services also prompt relocation and development outside the city.  Thus, the cities are

damned if they do (raise rates to finance effective services) and damned if they don’t (fail

to raise rates, thus resulting in reduced services).

A recent study of the relationship between desegregation, business and urban

development provides a possible explanation (Jacobs 1998).  Jacobs’ research showed

that most of the newly annexed land in Columbus after the mid-1960s was not

incorporated into the city’s school district.  The result was the concentration of the bulk

of new residential housing development in the so-called common areas, the areas of the

city in suburban school districts (Jacobs 1998).  Meanwhile, the property values in the
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city’s main taxing district, made up of the portion of the city within the city school

district, rose more slowly than they did in the common areas and even more slowly than

they did in the suburban areas.  The entire city may not benefit from elasticity, as the

work of Leo and of Jacobs implies.  The attention to development of vacant land in the

common areas may result in neglect of vacant property in the inner city.  

Table 2-4: Elastic and Inelastic Cities: Square Miles, Square Mile Change, Square
Miles Annexed, Square Mileage of Cities as % of County, % Taxable Value
Found in "Common Areas" of Cities

Sq. City As Sq. City As Sq. Growth First/ Extent % % 

Miles % of Miles % of Miles City As Last of Value in Value in

In County In County Ann- % of Year Elast- Common Common

City City exed County Major icity Areas Areas

1950 1950 2000 2000 50-00 50-00 Annex 1955 2000

Akron             53.7 13.0% 62.1 15.0% 8.4 15.6% 75/85 Low    0.0% 9%

Canton            14.1 2.5% 20.5 3.6% 6.4 45.4% 1970 Low    18.0% 23%

Cincinnati       75.1 18.1% 78.0 19.2% 2.9 3.9% None Zero    0.0% 0%

Cleveland        75.0 16.4% 77.6 16.9% 2.6 3.5% None Zero    1.0% 2%

Columbus        39.4 7.3% 210.3 38.9% 170.9 433.8% 60/00 High   0.0% 38%

Dayton            25.0 5.4% 55.8 12.1% 30.8 123.2% 60/85 Med. 0.0% 11%

Findlay*          9.0 1.7% 17.2 3.2% 8.2 91.1% 70/00 Med. 0.0% 7%

Hamilton         7.6 1.6% 21.6 4.6% 14.0 184.2% 60/70 Med. 0.0% 4%

Lancaster*      7.0 1.4% 18.1 3.6% 11.1 158.6% 1970 Med. 0.0% 1%

Lima               7.7 1.9% 12.8 3.2% 5.1 66.2% 1970 Low    0.0% 22%

Mansfield        6.5 1.3% 29.9 6.0% 23.4 360.0% 1970 High   0.0% 31%

Marion            5.5 1.4% 11.3 2.8% 5.8 105.5% 60/00 Med. 0.0% 11%

Newark           7.0 1.0% 19.6 2.9% 12.6 180.0% 1960 Med. 0.0% 3%

Springfield      12.1 3.0% 22.5 5.6% 10.4 86.0% 1960 Med. 0.0% 15%

Toledo            38.3 11.2% 80.6 23.7% 42.3 110.4% 60/70 Med. 0.0% 30%

Warren           8.6 1.4% 16.1 2.6% 7.5 87.2% 1960 Low    0.0% 20%

Youngstown    32.8 7.8% 33.9 8.2% 1.1 3.4% None Zero    0.0% 0%

17 Cities 424.4 5.2% 787.9 9.7% 363.5 85.7% NA NA 1.0% 19%

Big 6 306.5 11.7% 564.4 21.5% 257.9 84.1% NA NA NA NA

Small 11 117.9 1.6% 223.5 3.7% 105.6 89.6% NA NA NA NA

* 1950 data not available.  1960 data utilized for 1950.

Source: City County Data Books 1955-2000; Ohio Real and Public Utility Abstracts

There was very little annexation in the cities studied between 1940 and 1950, with

the total square mileage of the 17 cities growing from 414.8 to 424 square miles.
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Following the Brown vs. Board of Education decisions in 1954, Ohio passed legislation

in 1955, authorizing cities and suburbs to agree to annexation of suburban land into the

cities without the automatic transfer of suburban school district territory into the city

school district.  According to the new law, City school districts would need to petition the

newly formed State Board of Education in order to obtain permission to annex (Jacobs

1998; Fitrakis 2000).  As Table 2-3 shows, by 1960 they totaled 509 square miles, due

largely to a doubling in the size of Columbus.  It is helpful to consider prototypical elastic

and inelastic cities.

Elastic City: Columbus

Until 1955, the boundaries of Columbus and the Columbus school district were

nearly co-terminous and covered 55 square miles.  Real property valuation in the main

taxing district of Columbus (City of Columbus, Columbus public schools) was no less

advantageous than in the suburbs.  According to the court papers of a recent suit brought

by an African-American school board member against the Columbus school district,

Moss vs. Columbus Board of Education:

The purpose and effect of the State of Ohio’s statutory changes in 1955 was to, at
least in part, circumvent the letter and intent of the United States’ Supreme
Court’s 1954 decision in Brown . . . by establishing a statutory and administrative
scheme that appeared racially neutral on its face but which had the expected
and/or intended effect of allowing cities, townships, boards of education, and
other political subdivisions to facilitate continued racism and racial discrimination
(cited in Fitrakis 2000).  

Today, one of the wealthiest taxing districts of the City of Columbus is the Worthington

taxing district whose total millage includes levies for both the City of Columbus and the

largely suburban Worthington school district.  The district is named after the very same
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delegate to the 1802 Constitutional convention and former U.S. Senator who had cast an

earlier vote for legal inequality of African-Americans.  

Despite the Assembly’s action, the common areas of Columbus did not grow

rapidly at first after the passage of the 1955 legislation.  Between 1957-1964, the Board

of Education rejected only four out of forty-four annexation requests by Columbus.  The

Board followed a policy which supported the continued growth and strengthening of

urban school districts.  Columbus sought to avoid the fate of Cleveland and Cincinnati. 

These cities waited to annex until it was too late and suburban areas had already

incorporated as cities or villages.  The development community supported annexation

because it brought with it city water and sewer services.  By 1965, however, increased

racial conflict, growing suburban political power and shifting priorities of developers had

combined to change the annexation equation.  Suddenly, the State Board began to

routinely deny requests by city school districts to incorporate newly annexed land into

their districts.  As a result, the common areas of Columbus grew by leaps and bounds.  By

1979, the year desegregation began in the Columbus school district, the City of Columbus

had grown to 180 square miles, of which only 109 were in the city school district.  The

common areas attracted 80 percent of the city’s new construction and growth in valuation

of industry and commerce (Jacobs 1998: 166).  The Columbus school system had

undergone a transformation from well-funded urban school district into inner-city school

district (Jacobs 1998).  As this example shows, one problem with referring to Ohio’s

cities as merely “elastic” is that it fails to account for the difference between annexation

of land by the city and annexation of land by the city school district.
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Inelastic City: Cleveland

Thomas Bier, of the Housing Policy Research Center at Cleveland State

University, has traced the long-term history of Cleveland by dividing it into two centuries. 

He typologized the 19th century as “building.”  During the 1800s, there were no suburbs,

he pointed out, there was only Cleveland, carved from a lakeside wilderness.  He

summarized the 20th century in a devastatingly simple sentence:  “Abandonment

followed building” (Bier 1999: 62).  This abandonment, Bier argued, found its roots in

the founding of suburbs early in the 20th century, when wealthy citizens of Cleveland

abandoned their city in protest over the lack of zoning regulations which could protect

their luxurious Euclid Avenue homesteads against unplanned commercial and retail

intrusion.  They founded suburbs, which had zoning and property deed restrictions, as

enclaves of controlled development.  The middle-class followed, in order to enjoy these

and other benefits, such as “distance from racial minorities” (Bier 1999: 63).  This legacy

of abandonment and disinvestment, Bier found, requires that “much of the city must be

rebuilt” (Bier 1999: 63).  This a prescription similar to Henry Louis Taylor’s call for the

radical reconstruction of the urban built environment (Taylor 2001).  Bier argued that re-

building may prove to characterize the 3rd century of Cleveland’s history, and that some

re-building has already begun.  

Subjecting the widely used ‘Comeback Cleveland’ moniker to quantitative

analysis, Hill found that although there was a marked increase in major new downtown

building projects and a decline in unemployment beginning in the 1990's, the poverty rate

in Cuyahoga County continued to rise from 1980-1994, with only a slight reduction in
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1995 to 19.3% (Hill 1999).   

Cleveland has been referred to as a donut hole, with the hole consisting of the

collapse of property valuation within Cleveland.  As the next chapter’s Table 3-2 will

show, only 19% of the taxable property value of Cuyahoga County is in Cleveland. 

Although 19% is higher than the 16.9% of square mileage which Cleveland represents

within the county (Table 2-4), it is much lower than one would expect of a major city. 

Compounding that, 34.2% of the potentially taxable real property value of the city

(taxable real property value plus exempt and abated real property value, not counting

public utility property or tangible personal property) is subject to property tax exemptions

or abatements (Table 3-2).  At least, however, nearly all of the taxable value in Cleveland

is available to its school district.  Only 2.0% of the taxable property value in Cleveland

lies outside the Cleveland school district, due to an early annexation.  This figure is 0.0%

for the completely inelastic cities of Cincinnati and Youngstown (Table 2-4).  Cleveland

during the 1940s and 1950s was unique in its population density, with over 12,000

persons per square mile.  Flush from its World Series win in 1948, Cleveland’s

population reached its decennial census peak of 914,818 (7th highest in the nation) in

1950, at a time when less than half a million people lived in the rest of the county. 

During the 1950s, one county township after another achieved village or city status,

although the entities bordering Cleveland were already incorporated, thus preventing

Cleveland from annexing any additional land.  

The 1950s was the first decade of decline for Cleveland.  By 1960, the population

had declined to 876,050, the population per square mile to 11,527, and the county’s



   Despite the growing black population, whites were not the only ones leaving40

Cleveland.  Prior to the mid-1960s, African-American who had the financial means were leaving
Hough along with most of the whites.  The destination was the inner-ring suburbs and the nicer
areas of the city.  Well before the recent trend towards increasing black suburbanization, Ohio
hosted two historically black suburbs, Chagrin Falls Park (near Cleveland) and Lincoln Heights
(outside Cincinnati) (Wiese 1993, 2000; Taylor 2000).

66

suburban population had increased to 771,845, nearly equaling that of Cleveland.

Although the African-American population of Cleveland grew 103,000 between 1950-

1960 and another 25,000 between 1960 and the Cleveland Special Census of 1965, total

population declined 29,000 during the 1950s and another 65,000 by 1965.  The

percentage of African-Americans in Cleveland rose from 16.2% to 34.1% during this

period (United States Advisory Commission 1967: 251).    White population shifts40

accelerated in the early 1960s, but were already in progress during the 1950-1960 period.

The experience of the Hough section of Cleveland typifies the origins of urban-

suburban inequality.  Hough experienced a decline of both blacks and whites from 1960-

1965.  The decline of blacks was small, but two-thirds of the whites left during those

years, according to the report’s case study of the Cleveland area (1967: 250).  These

population shifts took place before the Hough riots of 1966, the election of Carl Stokes as

the nation’s first big city black mayor in 1967, and the further racial disturbances of 1968. 

Arguably, space and place (housing stock and perceived educational advantage) drove

these shifts as much as race. 

 In Cleveland during the 1960s, only 43% of property tax levies went to the

schools, compared to an average of 60% and as high as 80% in the Cleveland suburbs

(United States Advisory Commission 1967: 70).  On the other hand, during these years

prior to major deindustrialization, the commercial and industrial proportion of Cincinnati



  The supporting data are reported in the tables accompanying chapter 3.  41
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and Cleveland’s assessed valuation in 1962 was approximately one-third (Cincinnati) or

over one-half (Cleveland) of each city.  This is twice that of the out-of-central city areas. 

This was also the case for Columbus, although its combined commercial-industrial value

was only slightly more than one-fourth of its assessed valuation.41

Though Cleveland’s population fell dramatically over the years (and its square

mileage grew only by four square miles over the 60 years from 1940-2000), it remains the

most densely populated city in Ohio, at 6165 persons per square mile, almost two

thousand persons per square mile larger than Cincinnati at 4247.  With 34.2% of its real

property exempt or abated from taxation, over twice the 15.1% exempt in 1955,

Cleveland is also the city which has the smallest proportion of taxable real property.  Not

quite two-thirds of all real property is taxable. 

Elastic Cities? Akron and Dayton

Although Akron is considered an elastic city in most accounts (Rush 1995;

Aryeetey-Attoh 1998), the overall growth in the square mileage of Akron from 1950-2000

was only 8.4 square miles, or a 15.6% increase since 1950.  Examination of data from the

Real and Public Utility Abstracts on file at the Ohio Historical Center shows that,

excluding a single 1.2 square mile annexation of territory from the Copley-Fairlawn

district in 1960, nearly all annexation took place during the 1976-1981 period.  The

Copley-Fairlawn district was the only area of the city outside the city school district until

1977, at which point the Copley-Fairlawn district area was only 0.2% of the property



   These included: Akron City Revere LSD (Taxing District #543); Akron City42

Springfield LSD (#545); Akron City Woodridge LSD (#548), and Akron City Coventry LSD
(#549).  
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valuation.  Between 1977-1981 Akron annexed property which became several new

taxing districts.   The same data series indicates considerable annexation by the City of42

Akron into the city school district.  This aggressive annexation policy, however, ended in

the mid-1980s due to strong suburban opposition (Aryeetey-Attoh 1998).  

By 1981, the proportion of value outside the main district was only 1.3%.  This is

evidence that the newly annexed areas were largely undeveloped land outside the main

district, rather than fully developed suburban areas.  Fully developed suburban areas

would likely have a great deal more property value.  The subsequent value in these

annexed taxing districts provides further evidence.  They represented 8.6% of the value in

the city by 2000.  Thus, annexation resulted in development within the common areas. 

One might assume that this is development denied to the city school district.  According

to this assumption, if the city school district had applied to include the newly annexed

parts of the city and if the application was approved by the State Board of Education, the

same development which resulted in the annexed areas growing from 1.3% to 8.6% of the

value in the city would have been garnered for the city school district.  This assumes,

however, that the property would have grown as fast in value if the property was within

the city school district.  It also assumes there would have been new residential

development if the land was in Akron’s school district.  These two assumptions might be

erroneous, since successful residential development is often tied to the availability of a



   The study of such a question would involve an even more serious counterfactual43

dilemma than the dilemma facing this dissertation.  That is, what would have happened to land
which became exempt?  A natural experiment, however, may present itself here.  This
experiment consists of the comparison of property value growth in the new taxing districts
compared to growth in the areas annexed into both the city and the city school district. 
Unfortunately, since once property is annexed into the main taxing district (Akron City, Akron
City Schools), its value is subsequently merged with the overall value of that district, this would
require a parcel level study.  Akron may have been a somewhat elastic city for a short period of
time, during which it annexed both new common areas and annexed land into the city school
district.  

   The coding in Table 2-4 differs between Rusk (1995) in the case of Dayton, with44

Rusk coding Dayton as low.  This may be due to the fact that Dayton halted annexations in 1985. 
I, however, coded it as medium due to the fact that it increased in size by 123% during the longer
period of my study.  

   Examination of the Real and Public Utility Abstracts shows that between 1971-1981,45

Dayton annexed territory from the following suburban school districts, thus establishing these
new taxing districts within the city borders: Northbridge LSD #650; Trotwood-Madison CSD
#660; Mad River Twp LSD #670; Fairborn CSD #680; Huber Heights CSD #685; Jefferson Twp
LSD #690; Butler LSD #705; Wayne SD.  
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desirable school district.   Akron is an example of the value of studying the time frame of43

elasticity, as well as whether annexations involved new taxing districts or new property

for the existing taxing district, or some combination of the two.  

Dayton: Elastic or Inelastic?

Dayton is typically considered to be an inelastic city (Aryeetey-Attoh 1998).   As44

will be seen, however, this may be an inappropriate designation.  From 1950-2000,

Dayton grew from 25 to 55.8 square miles, an increase of 145%.  Between 1950-1970,

Dayton increased in size from 25 to 38.3 square miles.  All of these annexations involved

an expansion of the main school district.  In other words, during this period, both the city

and the city school district were elastic.  After 1970, Dayton annexed another 17.5 square

miles.  During these years, however, the proportion of value outside the main district

skyrocketed from 1.6% in 1975 to 11.1% in 2000.   Property in the suburban districts45
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annexed into the city of Dayton, but not into the Dayton school district, grew in value

much more rapidly than the value in the rest of the city.  During this later period, the city,

but not the city school district, was elastic.  

Elasticity and the City School Districts

The literature on elasticity has not sufficiently taken into account the extent to

which annexation has also involved the incorporation of annexed areas into the city’s

main school districts.  Analyses which do not consider distinctions between common

areas within cities and the main school district can obscure the severity of city-suburban

income differentials.  Due to the existence of variation within the city between the income

levels in inner city and the common areas, there may be three or even four tiers to take

into account.  These are: the inner city school district area, the common areas within the

city, the inner ring suburbs within the same county, and finally the areas of urban sprawl

outside the county, but within the SMSAs. 

For the eight cities coded in Table 2-4 as medium in elasticity, the proportion of 

valuation in the common areas is under 5% for three cities (Hamilton, Lancaster, and

Newark), is 7-15% for four cities (Dayton, Findlay, Marion and Springfield), and is 30%

for Toledo, which has not annexed since 1970, but has seen much of its growth outside

the Toledo School District.  There is no clear pattern here.  The alleged benefits of

elasticity cannot be determined without further data on the square mileage of the main

districts and of the annexed areas.  In Columbus, as shown by Table 2-4, 38% of the

taxable real and public utility property value (not counting tangible personal property or

tangible public utility property) is within the city limits but outside of the Columbus
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School District, up from 0.0% in 1955. 

In the second edition of his book, Rusk recognized that he had not focused

sufficiently upon the problems of inner-city schools (Rusk 1995: 135).  In a later article,

Rusk further recognized, “It is not overall urban poverty (a relatively low 11%) that is the

challenge.  It is the concentration of poverty by race, neighborhood, and by political

jurisdiction that must be overcome” (Rusk 1998: 761).  He argued that Dayton,

Youngstown and Cleveland have “passed the point of no return” in terms of the gap

between city and suburban income.  He continued to promote elasticity as the key for

other cities.  Yet were Rusk’s approach extended to inner city school districts, he might

find that the main taxing districts of some of the elastic cities in Ohio also meet his

criteria for being beyond the point of no return, or at least might be candidates for the

kinds of radical reconstruction which it has been contended is necessary to pull back from

that point of no return (Taylor 2001).

Cities and Suburbs in Historical Perspective

A few other points should be kept in mind when the ensuing quantitative analysis

compares these cities to the areas of their counties outside the cities.  First of all, the

suburbs are not all suburban in nature.  Some are industrial cities themselves to a greater

or lesser degree, especially in Cuyahoga county.  Second, despite the disparities which

may be apparent in property valuation and other aspects, the so-called “inner ring”

suburbs are themselves in decline to varying degrees.  For instance, David Rusk (1999)

has pointed out that Cuyahoga County’s average household income as a percentage of

regional average household income declined from 72% to 60% between 1970 and 1990. 



  In 1960, Maple Heights and four other Cleveland suburbs including Shaker Heights46

had less than a .8% African-American population, but by 1990 Maple Heights had the lowest
percentage, 14.7%, Shaker Heights was 30.7% Black, and two smaller suburbs, Bedford-Heights
and Warrensville Heights, were majority African-American (Chandler 1999).  

   Neenan argued: “The exemption of certain classes of property from the property tax47

provides an indirect subsidy to its users.  The principal beneficiaries of such a subsidy in the
Detroit metropolitan area are those who use hospitals, colleges and universities, and limited
access urban highways” (1973: 34).  It should be noted that the value of streets and highways is
not included in the data on exempt property used in this dissertation.  
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Even larger declines were seen in six inner ring cities, including Maple Heights.  Maple

Heights’ income was 85% of regional income, down from 103% in 1970.   The46

implications of this are that declining cities eventually bring inner ring suburbs down with

them, and even impact upon established outlying suburbs that aren’t on the leading edge

of urban sprawl.  Such a thesis might be called the suburban-central city co-decline thesis. 

Such a thesis flies in the face of the implications of a competing theory known as

the suburban exploitation thesis (Neenan 1973).  According to the suburban exploitation

thesis, several aspects of public policy subsidize suburbs at the expense of the central

city, including patterns of highway and street construction, which involve the demolition

of taxable property from the central city and the concentration of property tax exempt

institutions in the city (Neenan 1973).   The suburbs were also subsidized by the47

mortgage interest deduction, the property tax deduction, state-set utility rates subsidizing

the cost of extending electricity service to outer lying areas, and favorable infrastructure

investments in suburban parts of urban regions (Richmond 1999).  

Ohio’s Cities: Exempt Property Vignettes

The town square of Newark is dominated by the old Licking County Court.  The

county administration building is modern and is across the street on the northeast side of



   Daniel Aaron’s Cincinnati: Queen City of the West, 1819-1838 (Aaron 1992); Rhoda48

Halperin’s urban anthropological study of the old East End, Practicing Community: Class,
Culture and Power in an Urban Neighborhood (Halperin 1998), and Henry Louis Taylor Jr.’s
collection (Taylor, Jr. 1993).
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the square.  At the entrance to the county administration building is a plaque of Mr.

Donald Hill, the long-time county administrator until 1996.  Licking County is unusual in

that the bulk of its exempt property is outside the county seat.  This is because Denison

University is outside the county seat, along with a U.S. Air Force base now being

privatized as an industrial park.  Most of Licking County’s property tax abatements are

also outside the county seat, although this is not rare.  In fact, by 2000 this was the case in

9 of the 17 cities, according to the Exempt Property Abstracts.  In the case of Newark,

this was because most of the new industrial parks were located outside of Newark proper. 

Lancaster, county seat of Fairfield County, was recently the subject of David

Contosta’s Lancaster Ohio, 1800-2000: Frontier Town to Edge City.  Contosta’s book

contains dozens of illustrations of city’s exempt properties, past and present, such as the

city’s courthouse, city hall, boy’s industrial school, opera house, high school, places of

worship and other facilities.

In Cincinnati, at the corner of 8th and Plum, both of the Protestant congregations

noted by The Israelite in 1869 are gone.  One was replaced by City Hall, where a

cornerstone is marked AD 1888.  The other is a now an office building.  However, Saint

Peter In Chains Cathedral, erected in 1845, was restored in 1957.  The Temple of K.K.

B’Nai Yeshrun (Isaac M. Wise Temple), built in 1865, was restored in 1956.  48

On the way into Hamilton, population 60,690, county seat of Butler County, is a

medium size apartment building operated by a nonprofit social service agency called The



   I have since learned from officials at the Butler County auditor’s office that this49

apartment building was indeed no longer viable until rehabbed by The Haven.
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Haven.   Also on the road headed into town are several grand residential homes, one now49

housing a nonprofit, another a public sector office, and another a law firm.  Hamilton is

typical of the eleven smaller towns being studied, where the county courthouse is in or

across the street from the town square.  On the West side of the square is a Presbyterian

Church, built in 1960, and a formerly commercial office building now serving as the

church office and transition housing for homeless men.  On the south side at the west

corner is the U.S. Post Office, built in 1931, with six neo-classical columns framing the

stairway.  Also on the South side is the former County Jail and Sheriff’s office (now

county offices).  On the east side of the town square is the Rentsehler building, now the

Key Bank building, a square, brick, seven-story structure.  On the north side of the square

is Beerman’s, a local department store in good condition.  On the northwest side is the

modern Butler County Administrative Center, and the former Municipal Building, which

is still owned by the city but is leased to local organizations.  On its steps is a Liberty Bell

replica, saying: “Proclaim liberty throughout all the land unto all the inhabitants thereof.” 

At 3rd and Main in downtown Dayton is Montgomery County’s original county

courthouse, now a historical site owned by the Montgomery County Historical Society.  It

is dwarfed by high-rise buildings surrounding it.  The Greek Revival courthouse was built

from 1847-50 and is still undergoing renovation.  It is a national historical landmark.  An

1885 civil war memorial stands near the entrance.  A plaque affixed to the courthouse

was donated by the Young Republican Club of Montgomery County in 1959.  The plaque

reads: “Abraham Lincoln appeared on these courthouse steps on the afternoon of
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September 17, 1859 and spoke denying the assertion of the Hon. Stephen A.  Douglas,

Senator from Illinois, that human slavery was protected by the Constitution.”

Along with the above portrayal of how property tax exemptions, the property tax,

race, and school finance have interacted throughout Ohio history, these vignettes illustrate

that exempt property has been the foundation of Ohio’s public culture over the past 200

years.  
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CHAPTER 3: SOCIAL SYSTEM OF REAL PROPERTY

The objective of this chapter is to provide an overview of the social system of real

property in Ohio’s urban cities and counties since 1955.  I will focus on analyzing the

nature of the growth of the proportion of exempt property in Ohio’s cities during that

period.  Has the proportion of exempt property grown due to the rapid growth of exempt

property or to the slow growth of taxable property or to some combination of these two

factors?  In order to answer such questions, it is necessary to ask, “Rapid in comparison

to what?  Slow in comparison to what?”  The comparison made is between the changing

rates of growth in 17 county seat cities and the 17 largely suburban areas of those

counties lying outside the county seat. 

I identify the data sources used, outline the structure of the data, discuss the nature

of the comparative approach, and identify a number of data limitations.  Next, I describe

the growth of taxable real property and identify the types of taxable property responsible

for increased or decreased growth rates in the cities compared to the suburbs.  Then, I do

the same for exempt real property.  I pay particular attention to the growth of local

amenities and infrastructure (primarily public schools, places of worship, and local parks

and government) compared to regional amenities and infrastructure (primarily county,

state and federal exempt property and large nonprofit charitable and educational

facilities).  Finally, I merge the data sources on taxable and exempt property in order to
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provide an overview of exempt property within the overall social system of real property. 

Research on the Proportion of Exempt Property

Throughout the 20  century, legislative bodies, government commissions,th

university based researchers, and popular writers have all expressed concern about

increases in the proportion of exempt property, both nationally and in Ohio.  The New

York State Tax Commission reported in 1916 that from 1905-1915 the growth rate of

exempt property was twice that of taxable property in New York.  In 1920, the National

Tax Association recommended repealing some tax exemptions (National Tax Association

1920: 235-246, cited in Jensen1931: 125).

 In 1923 the National Industrial Conference Board used census data to argue that

exempt property rose from 9.1% in 1880 to 11.1% in 1912 (Bureau of the Census 1904,

1912, cited by National Industrial Conference Board 1923: 62).  The Westchester County

Chamber of Commerce concluded there was no longer a justification for the exemption of

places of worship or religious schools, and criticized exemptions for charities as well

(Westchester County Chamber of Commerce 1922, cited in Gaudian 1926).  Gaudian

found that the value of exempt property in Ohio grew from 10 percent of all real property

in 1910 to 12 percent in 1924 (1926: 26).  He decried the encroachment on taxable land

and worried that the overall proportion of exempt building and land value appeared to be

growing.  Doty reported that by 1934, the value of exempt property had grown to over

one billion dollars.  Based upon Ohio State Tax Commission reports, he stated that 9.7%

of all real property was exempt in 1923, 10.6% in 1926, 12.9% in 1931, and 16.5% in

1934 (Doty 1938).  
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Other researchers also responded to this heightened concern.  Jens Jensen, an

economics professor at the University of Kansas, wrote a University of Chicago-

published book-length study of property taxation in the U.S. (Jensen 1931).  He argued

that there has been “an increasing ‘nibbling away’ of the tax base through exemptions

granted for a variety of reasons” (Jensen 1931: 125).  Jensen’s examination of census

records for 1890-1922 found that the rate of growth of exempt property mirrored the

growth of real property, with just a slight increase from 9.7% in 1890 to 11.6% in 1922. 

At the University of Chicago, Claude Stimson’s dissertation concluded, “An examination

of the per capita valuation of real property during the period since 1890 indicates that the

value of exempt property has been increasing slightly more rapidly than the value of

taxable property” (1934: 413).  He found that from 1890 to 1922, taxable real property

increased 180%, while exempt property increased 205%.  

Public and academic concern appears to have abated during the Depression and

the World War II era, with the exception of Doty’s thesis, discussed above (Doty 1938). 

In the 1950s, the National Association of County Officials and the National Education

Association issued reports on the problem of growing exemptions (Balk 1971).  By the

late 1960s, there was more intense public concern.  A Milwaukee Journal newspaper

cited reports that the International Association of Assessing Officers was concerned about

the growth of exemptions (The Editors 1969).  A Fortune article said exempt property

levels had reached scandalous proportions (Meyers 1969).  New York State Senator Roy

Goodman noted the problem in a speech to the Municipal Forum.  Legislative bodies in 

California and several other states issued reports and held hearings.  Book-length studies
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criticized the religious tax exemption (Balk 1968; Larson and Lowell 1969).

Research at the Russell Sage Foundation lead to perhaps the most influential study

of exempt property, Alfred Balk’s, The Free List.  Balk concluded: “This upward spiral of

exempt valuations as a ratio of the total tax roll appears to exist in comparable degree in

most localities where data are available” (Balk 1971: 18).  In Ohio, Eaton found an

“intolerable increase in property tax exemptions” in Ohio, from 11.7 percent of total

property value to 32.6 percent in 1968.  His data, however, included exemptions of all

kinds, not just public, nonprofit and religious exemptions (Eaton 1973).  According to

Peter Swords’ 1981 book, Charitable Real Property Tax Exemptions in New York State:

Menace or Measure of Social Progress, exempt property in New York City grew from

16.2% of all real property in 1910 to 41.5% in 1979, while taxable property declined from

83.8% to 58.5%.  He found that public exempt property showed the fastest increase in

proportion, from 12.4% to 34.7%, while the main subject of his research, privately owned

exempt property, grew more slowly in percentage terms, from 3.8% in 1910 to 6.8% in

1979 (Swords 1981).  Swords predicted, “. . . if the rate of growth of exempt property

continued to outpace the rate of growth of taxable property at the same relative rate at

which it had apparently been growing, by 1985 50% of all the property in New York

would be tax exempt” (Swords 1981: 107). 

This growing concern resulted in a limited amount of academic research, most

notably National Science Foundation-funded research by economists John Quigley and

Roger Schmenner.  Over 60 years in Connecticut, they reported there had only been an

increase from 14.5% to 16.7% in the proportion of tax-exempt property.  However, they
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reported that in Hartford, New Haven, Bridgeport and New London, the proportions were

twice as high outside those cities but within the same counties.  I use a similar historical

comparative method of contrasting city and suburban areas in the same counties.

Academic researchers developed new theoretical approaches explaining the

impact of the growth of exempt property (Raimondo 1980).  McEachern argued:

In some instances the increase in a city’s tax-exempt property may not require any
actual mobility of tax-exempt institutions; existing, tax exempt institutions could
simply expand, and existing, taxable institutions could seek tax-exempt status. 
Over time, tax-exempts will come to represent a larger percentage of the total
property base in the high-tax city, other things equal, leaving a reduced amount of
taxable property to support public outlays (McEachern 1981: 186).

Unfortunately, little empirical work followed up on these contributions.  Kebbede’s

geography dissertation reported that the proportion of exempt property in Syracuse grew

from 16% just prior to World War II, to 47% by 1979.  The primary data collection

compared Syracuse to the surrounding area from 1969-1979.  Kebbede found that the

assessed value of tax-exempt property grew 139.5% during those years, while taxable

property grew only 8.3 percent.  In suburban municipalities, however, Kebbede found the

reverse: taxable property value grew faster than exempt property value (Kebbede 1981).  

The most recent empirical report of long-term trends in the growth of exempt

property was Dick Netzer’s chapter in the Urban Institute Press book, Property-Tax

Exemption for Charities (Netzer 2002).  Netzer used Federal Reserve flow of accounts

funds to study change from1963-1998 in the value of property owned by nonprofit

organizations.  He found that this property grew from 7.6% to 10.1% from 1963-1974,

but then began a slow decline to 6.9% in 1998.  He concluded: “One would think, from

the vociferousness of the complaints of local officials, that increasing shares of the
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property-tax base are becoming tax-exempt and are in the hands of charitable

organizations.  The aggregate data do not show this” (Netzer 2002).  These were data,

however, for the nation as a whole.  Netzer pointed out that exempt real property tends to

be found predominantly in central cities, state capitals, and college towns.  His data were

not broken down in a way which could draw conclusions about such concerns as they

affect these areas of concentration of exempt property.  

A Significant Oversight

Accompanying these empirical accounts of the growing proportion of exempt

property were a number of proposals for reform, ranging from the imposition of user fees

on exempt property (Balk 1971; Eaton 1973; Larson and Lowell 1976), to

intergovernmental payments in lieu of taxes (Balk 1971; Davies 1949), to the use of

direct subsidies rather than property tax exemptions (Eaton 1973).  Early reports went so

far as to favor the outright abolition of property tax exemptions for some classes of

property (National Tax Association 1920: 235-246, cited in Jensen1931: 125).  Only the

recognition of the unlikelihood of such a policy change seems to have restrained more

recent critics of the property tax exemption (Larson and Lowell 1976). 

Clouding the 20  century debate about the growth of exempt property was a lackth

of clarity about how to interpret the nature of increases in the proportion of exempt real

property.  The typical approach used was to document an increased proportion of exempt

property and then declare this symptomatic of a serious problem.  There was little

attention to the possibility that the increased proportion had as much to do with declining

growth rates of taxable property as with increased exempt property growth rates.
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Two early researchers, however, had an inkling about this problem.  Doty pointed

out that some of the growth in proportion of exempt property since 1929 may have been

influenced by the depression-induced decrease in the value of taxable property.  He still

contended, however, that there was significance in the growing overall proportion of all

exempt property.  In particular, he argued, there seemed to be an increasing concentration

of exempt property in the cities, though he did not do a formal comparison of cities to the

rest of the state.  In making these comments, Doty identified the main empirical problem

this chapter tackles.  The problem is how to properly interpret any observed growth in

proportion of exempt property.  Is it a function of increased growth rates of exempt

property, decreased growth rates of taxable property, or some combination of the two?

In relation to the issue of concentration, Jensen pointed out that “ . . . the case

against exemption is often regarded as proven when the concentration is demonstrated.  A

relatively high ratio of exempt to taxable property in a taxing district is accepted without

question as proof that there is a high local tax rate,” i.e. a higher property tax rate than

would otherwise exist (1931: 145). 

More recently, Swords took care to analyze not only the increase in proportion,

but also the difference in the growth rates of exempt and taxable property (Swords 1981). 

Also, Quigley and Schmenner introduced a historical comparative perspective for the first

time (1975).  They compared cities and the surrounding areas of the counties

encompassing these cities.  This chapter builds on such an analysis, applying it to Ohio’s 

cities over a more recent period of time.  This chapter also introduces the ability to break

down both taxable and exempt property into their various types.  



   As shown in Table 3-4, there was actually a slight decrease in the proportion of50

exempt property in the suburbs, from 11.3% in 1955 to 9.6% in 2000.
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Method: Logic of the Analysis

As is reported in Tables 3-2 and 3-3, the proportion of all exempt real property in

the cities grew from 14.5% in 1955 to 24.1% in 2000, while the proportion declined

slightly in the suburbs from 11.3% to 9.6%.  Is this proportion associated with an

acceleration in the growth rate of exempt property or is it because the growth rate of

taxable property is not what it used to be?  In other words, the question remains:  Is the

growth of the proportion of exempt property in the cities a matter of: (1) higher rates of

exempt property growth, (2) lower rates of taxable property growth, (3) both, or (4) some

other combination of higher or lower rates of growth of exempt and taxable property in

the cities compared to the suburbs?

The logic of the answer to this question flows from the nature of the calculation of

the proportion of exempt property:  Exempt Property/(Taxable Property + Exempt

Property).  If this proportion stayed the same, which it has by and large in the suburbs,50

this means taxable property and exempt property have had similar rates of growth in total

valuation.  If this proportion has increased over time, as it has in the cities, this means that

exempt property grew faster than taxable property.  

Figure 3-1 below shows nine combinations of the growth rates of exempt and

taxable property in the cities and suburbs.  The figure uses hypothetical growth rates for

exempt and taxable property in the cities, 5% and 4% respectively, which are close to the

actual rates reported below in Table 3-13 (5.4%) and Table 3-5 (3.9%), respectively.  I
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construct Figure 3-1 under the assumption of an equal growth rate of exempt and taxable

property in the suburbs (no change in proportion of exempt property).  

Figure 3-1: Understanding the Increased % of Exempt Property

Figure 3-1: Taxable Property Growth

Rate in Cities Same as the

Suburbs

Taxable Property Growth

Rate in Cities Greater Than

Suburbs

Taxable Property Growth

Rate in Cities Less Than

Suburbs

City Exempt 

Property

Growth 

Rates Same

as Suburbs 

1.  

Ex: Cities 5%=suburbs 5%

Tax: Cities 4%=suburbs NP

2.

Ex:  Cities 5%=suburbs 5%

Tax: Cities 4%>suburbs NP

3.

Ex: Cities 5%=suburbs 5%

Tax: Cities 4%<suburbs 5% 

City Exempt 

Property

Growth 

Rates Greater

Than Suburbs 

4.

Ex:   Cities 5%>suburbs 4%

Tax: Cities 4%=suburbs 4%

5.

Ex: Cities 5%>suburbs 4%

Tx:Cities 4.5%>suburbs 4%

6.

Ex: Cities5%>suburbs 4%

Tax: Cities 3%<suburbs 4%

City Exempt 

Property

Growth 

Rates Less 

Than Suburbs 

7.

Ex:   Cities 5%<suburbs 6%

Tax: Cities 4%=suburbs NP

8.

Ex:   Cities 5%<suburbs 6%

Tax: Cities 4%>suburbs NP

9.

Ex: Cities 5%<suburbs 6%

Tax: Cities 4%<suburbs 6%

There are four cells (#1, #2, #7 and #8) violating either this assumption or the observation

that the growth rate of exempt property in the cities is greater than the growth rate of

taxable property in the cities.  In other words, four of these nine combinations are not

mathematically possible.  In those four cases, a hypothetical percentage for the suburban

growth rate for taxable property is omitted and NP (not possible) is inserted.  This leaves

five possible scenarios which would be consistent with the growth in proportion of

exempt property in the cities, #3 through #6, and #9.  A summary of the implications of

each possible scenario follows:

(#3) If growth rates of exempt property in the cities and suburbs were the same,

then the growth in the proportion of exempt property in the cities was associated with
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comparatively slower rates of growth in taxable property in the cities than in the suburbs.  

(#4) If growth rates of taxable property in the city and suburb were the same, then

the growth in the proportion of exempt property in the cities was associated with a

comparatively higher rate of growth of exempt property in the cities than in the suburbs.  

(#5) If the growth rates of both exempt and taxable property were higher in the

cities than in the suburbs, then the growth in proportion of exempt property in the cities

was associated with a comparatively greater city-suburban differential in the growth rates

of exempt property than of taxable property.  For instance, in the illustration above there

was a 1% differential for exempt property and a .5% differential for taxable property.  

(#6) If the growth of exempt property was higher in the cities but the rate of

growth of taxable property was lower in the cities, then the increased proportion would

be associated with both city-suburban differentials, to a greater or lesser extent depending

upon which differential was greater.  

(#9) If the growth rates of both exempt and taxable property were lower in the

cities than in the suburbs, then the growth in proportion of exempt property in the cities

was associated with a comparatively greater city-suburban differential in the growth rates

of taxable property than of exempt property.  For instance, in the hypothetical illustration

above there was a 1% differential for exempt property and a 2% differential for taxable

property.  This is the mirror image of scenario #5.

The research method I use in this chapter is simply to ascertain which of these five

scenarios has been the case.  This method can be used to help resolve longstanding

debates about how to interpret increases in the proportion of exempt property.  
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Data Sources

The two primary sources of data I utilize in this dissertation are the Exempt

Property Abstracts and the Real Property Abstracts, both issued annually by the Ohio

Department of Taxation.  The Exempt Property Abstracts provide taxing district, city

total and county total property valuation, expressed as dollars of assessed valuation. 

There are columns of data for the exempt property held by the government at the federal,

state, county, township, and municipal levels.  There are also columns for exempt

property held by boards of education, public parks, nonprofit charitable organizations,

private nonprofit schools and colleges, religious organizations owning places of public

worship, and various entities owning graveyards.  After 1979, these abstracts included a

column for corporate tax abatements.  Since the late 1980s, the abstracts contain the value

of the property of metropolitan housing authorities.  The abstracts also contain the total

number of parcels of exempt property of all kinds.  Exempt property abstracts were first

compiled on a yearly basis beginning in 1955.  The study therefore starts with that year.

The Real Property Abstracts, published annually, provide columns for the land

value, building value, and total property value of residential, agricultural, industrial, and

commercial property.  Unlike the Exempt Property Abstracts, these abstracts break down

the valuation into land and building valuation, rather than merely reporting total property

valuation.  I utilize these data in chapter 4 to calculate the taxable property ratio, which is

the ratio provided by dividing the property value (land value plus building value) by the

land value. 

The Real Property Abstracts also provide additional data which are essential to



   Database design began in December 1999, and data entry began in January 2000. 51

Data entry and cleaning were completed in December 2001.  The database included 116 rows. 
This included 17 main rows for county totals and city totals.  It also included 99 rows for the
taxing districts of the 17 cities.  The taxing district rows were used to calculate the city total rows
in the years after 1974 when city totals were not reported.  Later, I created a set of columns for
the main taxing district.  There were now three main sets of columns in the 17 main rows: county
totals, city totals, and main district totals.  I then added three additional sets of columns: (1)
suburban areas (county total-city total); (2) common areas of the cities (city total-main district),
and (3) the valuation in the county outside the main district (county total-main district).  The
result was a database with 17 rows and 29,000 data columns.  Finally, I transposed the data and
summed it into a totals row (for all 17 rows), and totals for six large cities and counties and
eleven smaller cities and counties.  I utilize this database in this analysis.
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this study.  These data include (for each taxing district and for each county, and broken

down for each class of property): property valuation demolished (the value of buildings

and improvements demolished that year); building valuation of new construction,

additions, and improvements; net amount of land valuation becoming exempt; and net

amount of building valuation becoming exempt.  In the next chapter, I utilize the net

valuation of land and building valuation becoming exempt or unexempt in order to

calculate the newly exempt property ratio.  This ratio is the numerator of the

displacement-development index.  

Both the Real Property Abstracts and the Exempt Property Abstracts report

valuation data as dollars of assessed valuation.  Both Abstracts report aggregate data of

the total property valuation of all parcels of property of the various kinds.  Thus, the

aggregate valuation of real and exempt property and other data from the real property

abstracts are available at two primary levels: taxing district and county total.  From these

raw data I calculated city and suburban totals.  Further information is provided in

Appendix D.51



   These tax reduction factors are published each year in the Real and Public Utility52

Abstracts and I entered them as part of the data collection for the research leading to this
dissertation, although they have not proved necessary for use in the dissertation itself.  
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Data limitations

There are several data limitations: (1) property tax assessment accuracy and bias;

(2) changes in city size due to due to annexation; (3) issues related to the assessment of

exempt property.  Although there has been considerable concern about and research on

the effectiveness of property tax assessment administration (Llorens 1996), there is reason

to believe that property tax assessment accuracy may have improved in recent years. 

Gary Cornia, the President of the National Tax Association, has recently pointed out an

important unintended positive effect of measures used in Michigan, Ohio, and other states

to ensure that property tax bills do not increase more quickly than inflation or produce

more revenue than was intended when millages were originally improved.  In Ohio, since

1977, tax reduction factors are used to produce an effective millage rate that is typically

lower than the gross millage rate (Sobul 2000; Sjoquist 1996; Fleeter 2002).   The use of52

such tax reduction factors in Ohio has often been criticized for being hopelessly complex

and for its effect on preventing needed increases in school revenues (Sjoquist 1996).  It

has also been criticized for providing protections which are less relevant now than during

their original implementation in the high property value inflation years of the 1970s

(Fleeter 2002).  Nevertheless, these laws may “ . . . create a climate that fosters more

frequent property tax reappraisals by elected county assessors and more thorough and

rigorous intervention on property tax matters by state revenue departments” (Cornia

2003: 9).  If so, this would serve to reduce inaccuracies of property tax assessments and
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might serve to reduce property tax assessment bias as well.  

Property tax assessment bias involves bias against low income homeowners

(Grossman 1984).  For instance, suburban assessments in the Columbus area were a

lower proportion of market value than in Columbus (Bush 2000).  Robert Strauss of

Carnegie-Mellon University has found similar patterns associated with assessments in the

Pittsburgh area (Strauss 2000; 2001).  A related issue is the alleged overassessment of

commercial and industrial property.  

Both issues concern my contention in the introduction that property in Ohio was

assessed at the same or similar proportion of market value (35%) during most of the years

studied.  In Appendix E, I report the results of an extensive analysis of this question.  I

examined the results of the Census of Government sales/assessment ratio studies,

conducted from 1956 to 1982.  With respect to property tax assessment bias, I found that

there was a consistent difference in city and suburban assessment ratios, with city

assessments being a slightly higher proportion of market values, except in the Cincinnati

area.  With respect to overall assessment ratios, my analysis shows that the overall

assessment level for all real property was 2-4% higher than 35% from 1955-1970, and

from 1971-1981 was between 4% and 5.5% below 35%.  Overall, it is apparent that

during the 1955-1971 period, property was assessed just under the 40% level, while from

1971 to 1981 and most likely since that time, it has been assessed just under the 35%

level.  In general, this analysis supports my contention that Ohio’s property tax records

provide the opportunity to study assessed values which have not changed substantially as

a proportion of market value over the years and have the additional characteristic of not
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having changes in real or exempt property classifications.

There has been considerable debate about the extent to which exempt property

assessments are arbitrary (Netzer 1972; Pfister 1976).  In Appendix F, I present the results

of an analysis of this question.  Prior to conducting the research, visual inspection of the

data showed that except for one set of years in the late 1950s in Licking county, there

were no sudden or arbitrary decreases or increases in the assessed valuation of exempt

property.  Following data collection, I also subjected the taxable and exempt property data

to a robust test for arbitrariness of exempt property assessments.  I assumed that taxable

property assessments were not arbitrary, and that if exempt property assessments were

arbitrary in any one county, this would show up in bizarre changes over time in that

county’s proportion of exempt property, compared to other counties.  There was a stable,

clear pattern shown in how each county’s taxable and exempt property values changed in

relation to the values for all counties.  Based upon this analysis, there is little evidence

from these data in Ohio that exempt property assessments in recent years are arbitrary. 

One economist pointed out, “No estimate of the amount of exempt property can be highly

accurate, nor will it satisfy everyone” (Pfister 1976: 442).  This dissertation assumes that

these data are such a reasonable estimate and that they warrant the present analysis. 

Each of the data limitations discussed reduces the extent of any city/suburban

disparity which might otherwise be found.  Problems for the cities associated with the

growth of exempt property might be more serious than the results show, but they are

unlikely to be less serious than the results indicate.  This is consistent with the best case

scenario sampling strategy.



   In Tables 3-1 to 3-3, the rows are sorted in descending order of total real property53

valuation in the cities as of 2000.
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Comparative Approach

This work will make two major kinds of comparisons: between Ohio’s larger and

smaller cities and counties, and between Ohio’s urban space (the total for 17 cities) and

its suburban space (the total for the areas of the 17 counties which are outside the county

seat cities).  The cities include what are known in Ohio as the big five cities (Columbus,

Cleveland, Cincinnati, Toledo, and Akron), all of which have at least $2.3 billion in

assessed real property valuation.  The study, however, also includes Dayton, with $1.3

billion in valuation.  (Please see Column C of Table 3-1.)  Lorain County was excluded

from the study because its county seat, Elyria, is smaller than its primary industrial area,

Lorain.  As the bottom row in Table 3-1 shows, 82.8% of the total taxable property

valuation and 85.6% of the exempt property valuation of the 17 cities are found in the big

six cities.  The totals for all 17 cities or suburban areas are influenced primarily by the

data from the big six cities and counties.  

Main Taxing Districts and City Totals: Table 3-1

In comparing cities to suburbs, should one define suburbs as the areas of the

counties outside the cities, or should one define them as the areas outside the main taxing

districts of each city?  As the data in Column D of Table 3-1 show, the main taxing

districts of Cleveland, Cincinnati, Lancaster, and Youngstown are 98-100% of the

valuation of their respective county seat.   Six other main taxing districts (Akron,53

Dayton, Hamilton, Newark, Findlay, and Marion) are between 89%-97% of the city total.
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Table 3-1: Taxable and Exempt Real Property: Assessed Valuations in Millions and
Proportions Exempt for 17 Main Taxing Districts and 17 City Totals, 2000

B C D E F G H I

Taxable Property Value Exempt Property Value Proportion Exempt

City/County Name % Main % Main %Exempt %Exempt

Main City of City Main City of City in Main  in City

Columbus $6,406 $10,303 62.2% $2,421 $2,733 88.6% 27.4% 21.0%

Cleveland $4,529 $4,614 98.2% $2,350 $2,393 98.2% 34.2% 34.2%

Cincinnati $4,352 $4,354 100.0% $1,467 $1,467 100.0% 25.2% 25.2%

Toledo $2,299 $3,280 70.1% $672 $742 90.5% 22.6% 18.5%

Akron $2,138 $2,339 91.4% $574 $656 87.5% 21.2% 21.9%

Dayton $1,175 $1,322 88.9% $585 $622 94.0% 33.2% 32.0%

Canton $553 $718 76.9% $167 $219 76.3% 23.2% 23.4%

Hamilton $650 $675 96.4% $163 $166 98.1% 20.0% 19.7%

Findlay $536 $574 93.3% $85 $104 81.0% 13.6% 15.4%

Springfield $486 $574 84.7% $126 $152 82.6% 20.6% 21.0%

Newark $536 $554 96.7% $78 $89 87.7% 12.7% 13.8%

Mansfield $349 $508 68.6% $88 $154 57.5% 20.2% 23.2%

Lancaster $467 $470 99.4% $72 $72 99.8% 13.3% 13.3%

Youngstown $453 $453 100.0% $219 $219 100.0% 32.6% 32.6%

Warren $301 $375 80.4% $82 $106 77.9% 21.5% 22.0%

Lima $212 $271 78.2% $82 $107 76.3% 27.8% 28.3%

Marion $239 $269 89.0% $34 $59 58.3% 12.6% 18.0%

TOTALS $25,681 $31,652 81.1% $9,264 $10,062 92.1% 26.5% 24.1%

BIG 6 $20,899 $26,212 79.7% $8,068 $8,614 93.7% 27.9% 24.7%

SMALLER 11 $4,783 $5,441 87.9% $1,196 $1,448 82.6% 20.0% 21.0%

% BIG 6 81.4% 82.8% 87.1% 85.6%

The remaining seven cities have 85% or less of their real property valuation in the main

district: Columbus (62.2%), Toledo (70.1%), Canton (76.9%), Springfield (84.7%),

Mansfield (68.6%), Warren (80.4%), and Lima (78.2%).  As Column H shows, a similar

proportion of the exempt property is also in the main district of most of these cities. 

Overall for the 17 counties, the totals row of Column D shows that 81.1% of the total

taxable property in the county seats is in the main district.  Also, as Column H indicates,

in the Totals row, 26.5% of the total valuation in the main districts is exempt.  This is

little different that the 24.1% for the city total, reported in Column I.  The above analysis,

and the fact that only city total data are available before 1974, support a decision to rely
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primarily upon city total data, rather than main taxing district data, when making the

city/suburban comparison.

Cities Compared to Suburban Areas: Tables 3-2 and 3-3

Tables 3-2 and 3-3 compare taxable and exempt property in cities and suburbs

in tax years 1955 and 2000.  In Columns H and I, they report the percentage of exempt

property in city and suburb.  24.1% of all real property value was exempt in the cities in

Table 3-2: Taxable and Exempt Real Property: Assessed Valuations in Millions and
Percent Exempt for 17 Cities and 17 Suburban Areas, Year 2000

B C D E F G H I

Taxable Property Value Exempt Property V alue Proportions Exempt

City % City % City % Exempt % Exempt

City Suburbs of county City Suburbs of county in City  in Suburbs

Columbus $10,303 $7,891 56.6% $2,733 $1,062 72.0% 21.0% 11.9%

Cleveland $4,614 $19,722 19.0% $2,393 $1,915 55.6% 34.2% 8.9%

Cincinnati $4,354 $9,941 30.5% $1,467 $1,232 54.4% 25.2% 11.0%

Toledo $3,280 $3,102 51.4% $742 $259 74.1% 18.5% 7.7%

Akron $2,339 $6,501 26.5% $656 $531 55.3% 21.9% 7.6%

Dayton $1,322 $6,148 17.7% $622 $704 46.9% 32.0% 10.3%

Canton $718 $4,514 13.7% $219 $540 28.9% 23.4% 10.7%

Hamilton $675 $4,314 13.5% $166 $664 20.0% 19.7% 13.3%

Findlay $574 $494 53.8% $104 $43 70.9% 15.4% 8.0%

Springfield $574 $1,015 36.1% $152 $76 66.7% 21.0% 7.0%

Newark $554 $1,675 24.9% $89 $164 35.2% 13.8% 8.9%

Mansfield $508 $1,011 33.4% $154 $87 63.9% 23.2% 7.9%

Lancaster $470 $1,359 25.7% $72 $91 44.3% 13.3% 6.3%

Youngstown $453 $2,646 14.6% $219 $161 57.7% 32.6% 5.7%

Warren $375 $2,199 14.6% $106 $217 32.8% 22.0% 9.0%

Lima $271 $919 22.8% $107 $87 55.1% 28.3% 8.7%

Marion $269 $416 22.6% $59 $38 60.9% 18.0% 8.4%

TOTALS $31,652 $73,867 29.9% $10,062 $7,869 56.1% 24.1% 9.6%

BIG 6 $26,212 $53,305 33.0% $8,614 $5,702 60.2% 24.7% 9.7%

SMALLER 11 $5,441 $20,562 20.5% $1,448 $2,166 40.1% 21.0% 9.5%

% BIG 6 82.8% 72.2% 85.6% 72.5%

2000, up from 14.5% in 1955.  In 2000, only 9.6% of all real property value was exempt

in the suburbs, a slight decline from the 11.3% in 1955.  The chapter’s overarching goal is
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to explain the nature of this increase in the proportion of exempt property.  

In the totals row of Tables 3-2 and 3-3, a comparison of columns D and G

indicates that 29.9% of the counties’ taxable real property valuation was in the cities in

2000, and 56.1% of the exempt property was located there.  In 1955, these figures were

56.7% and 63.4%, respectively.

Table 3-3: Taxable and Exempt Real Property: Assessed Valuations in Millions and
Proportions Exempt for 17 Cities and 17 Suburban Areas, Year 1955

B C D E F G H I

Taxable Property Value Exempt Property Value Proportions Exempt

City Name % City % City % Exempt % Exempt

City Suburbs of county City Suburbs of county in City  in Suburbs

Columbus* $613 $361 62.9% $181 $122 59.8% 22.8% 25.2%

Cleveland $1,712 $1,520 53.0% $304 $182 62.6% 15.1% 10.7%

Cincinnati $1,002 $629 61.4% $106 $31 77.5% 9.6% 4.7%

Toledo $521 $237 68.7% $99 $20 83.5% 16.0% 7.6%

Akron $474 $269 63.8% $51 $27 65.2% 9.7% 9.2%

Dayton $401 $269 59.8% $67 $31 68.2% 14.2% 10.3%

Canton $180 $284 38.8% $26 $34 43.3% 12.5% 10.6%

Hamilton $100 $163 38.0% $18 $18 49.6% 15.2% 10.0%

Findlay $41 $42 49.1% $6 $3 68.6% 12.5% 6.0%

Springfield $109 $59 65.0% $23 $7 76.1% 17.3% 10.9%

Newark $50 $52 49.3% $8 $9 46.1% 13.4% 14.9%

Mansfield $88 $66 57.3% $8 $14 34.6% 7.9% 17.9%

Lancaster $38 $38 49.6% $6 $4 60.1% 13.3% 9.1%

Youngstown $259 $156 62.4% $39 $9 81.9% 13.0% 5.2%

Warren $88 $182 32.5% $17 $41 30.0% 16.6% 18.2%

Lima $68 $67 50.5% $15 $14 52.4% 17.9% 16.8%

Marion $43 $31 57.9% $5 $2 76.3% 10.4% 4.7%

TOTALS $5,786 $4,426 56.7% $978 $565 63.4% 14.5% 11.3%

BIG 6* $4,722 $3,285 59.0% $808 $412 66.2% 14.6% 11.1%

SMALLER 11 $1,063 $1,140 48.3% $170 $153 52.5% 13.8% 11.9%

% BIG 6 81.6% 74.2% 82.7% 72.9%

* Columbus ratio of main district to rest of county in Col. D is .54, column G is 1.762.

* Using main district instead of city total, the Big 6 ratio in Column D is .39, Column G is 1.38.

As Table 2-4 showed, the cities grew from 5.2% of the county land mass in 1950

to 9.7% in 2000, with the big six city proportion increasing from 11.7% to 21.5%. 
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Despite rapid suburban development, as shown in Column D of Table 3-2, the big six

cities still hold 29.9% of all real property, a higher proportion than their land mass.  For

the smaller eleven cities there is an even lower percentage of taxable property at 20.5%. 

This is a function of the fact that smaller cities are a much smaller percentage of the total

square mileage of their counties.  While the smaller eleven cities were only 3.7% of the

county square mileage (Table 2-4), Column G of Table 3-2 shows that these smaller cities

host 40.1% of the county exempt property value.  

The 56.1% figure for the percentage of exempt property  in the cities requires

comment (Table 3-2, Column G).  It means that in tax year 2000, 43.9% of exempt

property was found in the suburbs.  This is contrary to the widely held perception that

cities host the overwhelming bulk of exempt property.  

Another notable comparison between the tables for 1955 and 2000 is the bottom

row of both charts, containing the percentage of the total valuation represented by the Big

Six cities.  This percentage was quite steady over the years.  In other words, there was an

even growth in the value of large and small cities and their suburbs over the years. 

Taxable Real Property, 1955-2000

This section introduces the question of how much and how quickly did the

assessed land and building valuation of taxable real property grow from 1955-2000, both

overall and for each of the four major components of taxable real property (residential,

agricultural and mineral combined, commercial and industrial)?  

Despite considerable annexation, Table 3-4 shows that taxable real property value

in the cities grew much more slowly than in the suburbs.  During the period from 1955-
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2000, the ratio of city to suburban property fell from 1.307 in 1955 to 0.429 by 2000.  In

other words, city property went from being a majority of county property value to being

less than a third of it.  Almost half this shift had already taken place by 1965.  By 1970 

Table 3-4: Taxable and Exempt Real Property: Assessed Value in Millions and
Percentage Exempt for 17 Cities and 17 Suburban areas, 1955-00

B C D E F G H I

Taxable Property Value Exempt Property Value Proportions Exempt

Ratio Ratio % %

City City Exempt Exempt

YEARS Cities Suburbs to Sub. Cities Suburbs to Sub. in City  Suburbs

1955 $5,786 $4,426 1.307 $978 $565 1.729 14.5% 11.3%

1960 $6,520 $6,274 1.039 $1,163 $728 1.597 15.1% 10.4%

1963 $6,900 $7,298 0.945 $1,281 $830 1.543 15.7% 10.2%

1965 $6,960 $7,829 0.889 $1,436 $958 1.498 17.1% 10.9%

1969 $7,227 $9,339 0.774 $1,785 $1,239 1.440 19.8% 11.7%

1970 $7,236 $9,953 0.727 $1,843 $1,385 1.330 20.3% 12.2%

1975 $9,090 $14,058 0.647 $2,404 $1,854 1.297 20.9% 11.7%

1980 $12,097 $23,241 0.521 $3,403 $2,612 1.303 22.0% 10.1%

1981 $13,637 $26,604 0.513 $3,790 $2,934 1.292 21.7% 9.9%

1983 $14,448 $28,000 0.516 $4,546 $3,238 1.404 23.9% 10.4%

1987 $17,539 $33,115 0.530 $5,424 $3,722 1.457 23.6% 10.1%

1993 $23,484 $49,720 0.472 $7,538 $5,250 1.436 24.3% 9.6%

1999 $30,005 $69,193 0.434 $9,157 $7,174 1.277 23.4% 9.4%

2000 $31,652 $73,867 0.429 $10,062 $7,869 1.279 24.1% 9.6%

the city value was just .727 to 1 in relation to suburban value.  This trend slowed

considerably in the 1970s.  After 1980 further shifts in the ratio of city to suburban

property were incremental.  During the 1970s and the 1980s, however, annexation began

to accelerate in some cities, thus disguising the continued urban/suburban differential.  I

discuss a similar trend for exempt property in the next section.

Table 3-5 makes these trends more apparent.  The taxable property value columns

(columns B and C, for city and suburbs) from Table 3-4 are now columns B and E in

Table 3-6.  They are now juxtaposed with new columns for the dollar change in valuation



   For Table 3-4 and all subsequent tables whose rows are years, the version in the body54

of the chapter is abbreviated to include selected years and reappraisal years only.  The full
version, with all years, is in the appendix.
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each year and the percentage change each year, for cities and suburbs.  Column H of

Table 3-5 reports the difference in the growth rates of suburban and city property, by

reporting how much faster suburban property value grew than property in the city.  For

instance, in 1956 suburban property value grew 6.4% more quickly than city property

value.  It continued to grow much faster than taxable value in the city through the 1970s. 

Table 3-5: Taxable Property Valuation Cities and Suburbs, 1955-2000: Value in
Millions, Change, Growth %, Difference in % Growth, Suburb to City Ratio

B C D E F G H I

YEARS CITIES SUBURBS Difference Ratio of

Value Annual Growth % Value Annual Growth In % Sub./City

1955 $5,786 Change d8=d8/b7 $4,426 Change g8=g8/e7 G-D F/C

1956 $5,906 $120 2.1% $4,802 $377 8.5% 6.4% 3.1

1963 $6,900 $124 1.8% $7,298 $332 4.8% 2.9% 2.7

1969 $7,227 $26 0.4% $9,339 $497 5.6% 5.3% 19.4

1975 $9,090 $1,105 13.8% $14,058 $1,890 15.5% 1.7% 1.7

1981 $13,637 $1,539 12.7% $26,604 $3,363 14.5% 1.7% 2.2

1987 $17,539 $1,626 10.2% $33,115 $2,173 7.0% -3.2% 1.3

1993 $23,484 $1,394 6.3% $49,720 $3,820 8.3% 2.0% 2.7

1999 $30,005 $2,589 9.4% $69,193 $5,909 9.3% -0.1% 2.3

2000 $31,652 $1,647 5.5% $73,867 $4,674 6.8% 1.3% 2.8

55-00 447% $25,867 3.9% 1569% $69,441 6.5% 2.6% 2.7

Overall Sum Average Overall Sum Average Average Overall

The growth rate in the cities was rarely less than 2.5% slower than the suburbs during this

period.  City property valuation grew more than 3% in only two years in the 1956-1974

time period, whereas total suburban property value never grew less than 3.4% during

those years, and averaged 5.4% from 1956-1974.  Growth in total value is shown,

including increased value of existing property and new construction.54

Cleveland has been referred to as the donut hole of Cuyahoga County.  From what
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we have seen in Tables 3-1 to 3-3, the donut hole analogy is quite apt.  The city centers of 

Cleveland, Cincinnati, Akron, and Dayton are barely noticeable on any value map of the

county.  Were higher levels of value to be shaded darker, the color of the suburban rings

around these cities would be dark, and light gray would perhaps be the color of the city

 itself.  What was the source of the city-suburban growth rate disparity seen in Table 3-5? 

A combination of four property value-related factors was involved, as shown in Tables 3-

6 (cities) and 3-7 (suburbs).

Table 3-6:  City Taxable Value: Annual Change, Percent Change, New
Construction, Demolition, Newly Exempt, % New Value, Inflation Old Value

B C D E F G H I J

Values in Millions of Assessed Dollars New Inflation

Assessed Percent New Demol- Newly Value Percent of Old

Year Dollars Annual Change Const. ished Exempt E+F+G New Value Value

1955 $5,786 Change D8=C8/B7 $94.3 -$3.1 -$11.0 $80.2 I8=H8/B7 c8-h8/b7

1963 $6,900 $124 1.8% $149.5 -$101.3 -$9.1 $936.3 13.8% -12.0%

1969 $7,227 $26 0.4% $112.4 -$18.0 -$20.9 $73.4 1.0% -0.7%

1975 $9,090 $1,105 13.8% $70.4 -$13.3 -$20.4 $36.7 0.5% 13.4%

1981 $13,637 $1,539 12.7% $110.5 -$8.8 -$39.0 $62.7 0.5% 12.2%

1987 $17,539 $1,626 10.2% $391.7 -$33.5 -$19.2 $339.0 2.1% 8.1%

1993 $23,484 $1,394 6.3% $296.9 -$16.5 -$21.4 $259.1 1.2% 5.1%

1999 $30,005 $2,589 9.4% $557.7 -$30.7 -$158.6 $368.4 1.3% 8.1%

2000 $31,652 $1,647 5.5% $639.5 -$41.9 -$248.5 $349.1 1.2% 4.3%

55-00 447.1% $25,867 3.9% $11,288 -$905 -$1,430 $8,954 1.6% 2.3%

Overall Sum Average Sum Sum Sum Sum Average Average

(1) The cities had less than half as much new construction.  From 1955-2000,

there was $11.288 billion in new construction in the cities and $27.240 billion in the

suburbs.  From 1955-1978, there was $3.5 billion in the cities, and $7.4 billion in the

suburbs (calculated from Tables 3-6 and 3-7).  During those years, new construction in

the cities was under half that in the suburbs.  This shows that the new construction gap

was not an artifact of the availability of relatively undeveloped suburban land during this
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earlier period, nor a function of high population density in the cities.  The new

construction gap grew since 1978.  From 1979-2000, there was two and a half times as 

much new construction in the suburbs, $19.9 billion, than in the cities, $7.8 billion.  

Table 3-7:  Suburban Taxable Value:  Annual Change, % Change, New
Construction, Demolition, Newly Exempt, % New Value, Inflation Old Value

B C D E F G H I J

Values in Millions of Assessed Dollars New Inflation

Assessed Percent New Demol- Newly Value P ercent of Old

Year Dollars Annual C hange Const. i shed Exempt E+F+G New

Value

Value

1955 $4,426 Change d8=c8/b7 $232.8 -$1.6 -$2.4 $228.8 i8=h8/b7 c8-h8/b7

1963 $7,298 $332 4.8% $288.8 -$6.8 -$11.9 $270.0 3.9% 0.9%

1969 $9,339 $497 5.6% $257.2 -$6.5 -$11.7 $239.0 2.7% 2.9%

1975 $14,058 $1,890 15.5% $277.4 -$5.6 -$11.8 $260.0 2.1% 13.4%

1981 $26,604 $3,363 14.5% $363.8 -$7.5 -$10.6 $345.7 1.5% 13.0%

1987 $33,115 $2,173 7.0% $819.3 -$24.9 -$50.1 $744.3 2.4% 4.6%

1993 $49,720 $3,820 8.3% $1,048.1 -$33.9 -$39.5 $974.6 2.1% 6.2%

1999 $69,193 $5,909 9.3% $1,496.2 -$58.2 -$132.7 $1,305.2 2.1% 7.3%

2000 $73,867 $4,674 6.8% $1,554.2 -$61.3 -$207.5 $1,285.4 1.9% 4.9%

55-00 1569.0% $69,441 6.5% $27,240 -$773 -$1,450 $25,017 2.9% 3.6%

Overall Sum Average Sum Sum Sum Sum Average Average

(2) The cities experienced more demolition.  $905 million in property was

demolished in the cities, while only $773 million was demolished in the suburbs.  Related 

to demolition are the higher rates of property tax delinquency and forfeiture in the cities

compared to the suburbs.  I collected these data, but they await further analysis.  

(3) The suburbs had a larger increase in the value of existing property.  This

higher suburban rate is reported in Column J of Tables 3-6 and 3-7.  Column J is labeled

inflation of old value, and is calculated by subtracting the percent growth in new value in

Column H from the percent total change in Column D.  The logic behind the calculation

of Column J is that one cannot count such factors as new construction, demolition, and
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new exemptions as inflation.  One must subtract those elements of the year-to-year

change in value.  The rest of the annual change is considered inflation in the value of

existing property.  The suburbs experienced a 3.6% inflation rate for pre-existing property

while the cities only experienced a 2.3% annual average inflation rate.

Table 3-8: Proportion of Taxable Property Becoming Exempt Each Year

City City Percent Suburbs Suburbs Percent

Taxable Newly Newly Taxable Newly Newly

Years Property Exempt Exempt Property Exempt Exempt

1955 $5,786 -$11 -0.19% $4,426 -$2 -0.05%

1963 $6,900 -$9 -0.13% $7,298 -$12 -0.16%

1969 $7,227 -$21 -0.29% $9,339 -$12 -0.12%

1975 $9,090 -$20 -0.22% $14,058 -$12 -0.08%

1978 $10,919 -$26 -0.24% $19,417 $1 0.01%

1981 $13,637 -$39 -0.29% $26,604 -$11 -0.04%

1987 $17,539 -$19 -0.11% $33,115 -$50 -0.15%

1993 $23,484 -$21 -0.09% $49,720 -$40 -0.08%

1999 $30,005 -$159 -0.53% $69,193 -$133 -0.19%

2000 $31,652 -$249 -0.79% $73,867 -$207 -0.28%

1955- $623,503 -$1,430 -0.22% $1,163,819 -$1,450 -0.11%

2000 Sum Average Sum Average

Source: Real Property Abstracts.  Since 1979 includes abatements and since circa 1987 includes some new construction.

(4) Both the city and the suburbs had experienced about $1.4 billion of newly exempt

property over the 1956-2000 period.  As shown in Table 3-8, for both city and suburb,

from 1955-1978 (prior to the advent of property tax abatements), up to one-half a 

percent of taxable property became exempt each year.  Interestingly, the rates were

considerably higher for the cities during those years.  In only four of those years was the

percent of newly exempt property higher in the suburbs than in the cities.  During that

period of time, the suburban percentage ranged from 0.01% to 0.2%, while in the city it 

ranged from .09% to .44%.  During those 24 years, $416 million of taxable property
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became exempt in the cities, while only $232 million became exempt in the suburbs. 

From 1979 to 2000, there was actually more newly exempt property in the suburbs

(calculated from Table 3-8).  These figures include newly constructed building value

subject to tax abatements.  Since 1980, they included some new construction on already

exempt property, where exemptions were not granted on such temporarily taxable parcels

prior to the end of the tax year.  With respect to understanding city-suburban differences

in the growth rates of taxable property, however, the above figures indicate that newly

exempt property played a minor role.

Four Types of Taxable Real Property, Tables 3-9 to 3-12

Tables 3-9 (cities) and 3-10 (suburbs) show substantial differences in the taxable

property growth rate in the cities and suburbs.  As shown in Tables 3-9 and 3-10, in the

rightmost column for percent growth of all taxable real property, city property valuation

grew an annual average of 3.9% over the years from 1955-2000 (Table 3-9), and

suburban valuation grew an average 6.5% (Table 3-10).  

As the totals columns of Tables 3-9 and 3-10 show, city property value rose 447%

over these years, while suburban property value grew 1569%.  In overall assessed dollar

terms, city property grew from $5.8 billion to $31.7 billion, but suburban property grew

from $4.4 billion to $73.9 billion.  The cities began with a larger value and ended up with

less than half the value.  

Tables 3-9 to 3-12 break down taxable property by type.  Starting from the left is

agricultural value, which was negligible in the city.  In the suburbs, it fell from 9.3% of

all taxable property in 1955 to 2.3% in 2000 (calculated from Table 3-10).  Industrial
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property grew annually by an average of 2.5% in the cities and 4.4% in the suburbs.  The

cities began with $701 million in 1955 and ended with $2.1 billion in 2000.  

Table 3-9: Taxable Real Property in Cities in Millions, % Growth, 1955-2000

AG IND % COMM % RES % LAND BLDG. TOTAL %

1955 $2 $701 $1,973 $3,111 $1,332 $4,453 $5,786

1960 $2 $817 2.0% $1,997 -5.8% $3,704 6.5% $1,406 $5,114 $6,520 1.9%

1963 $7 $847 -1.0% $2,095 -2.2% $3,952 4.7% $1,458 $5,442 $6,900 1.8%

1969 $10 $922 1.0% $2,247 7.2% $4,048 -3.2% $1,807 $5,420 $7,227 0.4%

1975 $31 $1,001 10.0% $2,886 14.4% $5,172 14.0% $2,476 $6,614 $9,090 13.8%

1981 $44 $1,253 6.9% $4,130 13.3% $8,209 13.2% $3,433 $10,204 $13,637 12.7%

1987 $23 $1,498 5.5% $6,186 16.6% $9,832 7.3% $4,026 $13,512 $17,539 10.2%

1993 $27 $1,796 1.8% $8,228 4.1% $13,432 8.4% $5,456 $18,028 $23,484 6.3%

1999 $32 $2,040 5.9% $9,815 7.6% $18,118 10.9% $7,153 $22,852 $30,005 9.4%

2000 $31 $2,083 2.1% $10,272 4.7% $19,266 6.3% $7,510 $24,142 $31,652 5.5%

55-00 197% 2.5% 421% 3.8% 519% 4.2% 464% 442% 447% 3.9%

Overall Aver. Overall Aver. Overall Aver. Overall Overall Overall Aver.

Table 3-10: Taxable Real Property in Suburbs in Millions, % Growth, 1955-2000

AG IND % COMM % RES % LAND BLDG. TOTAL %

1955 $411 $478 $517 $3,020 $972 $3,453 $4,426

1963 $498 $698 0.8% $933 8.1% $5,169 4.8% $1,442 $5,856 $7,298 4.8%

1969 $551 $915 8.0% $1,537 16.3% $6,336 3.6% $2,370 $6,969 $9,339 5.6%

1975 $878 $1,164 7.9% $2,504 14.8% $9,511 15.8% $4,145 $9,912 $14,058 15.5%

1981 $1,442 $1,766 13.0% $4,194 13.5% $19,202 15.0% $7,639 $18,966 $26,604 14.5%

1987 $1,191 $2,107 3.6% $6,194 13.4% $23,622 6.2% $8,553 $24,562 $33,115 7.0%

1993 $1,265 $2,634 5.1% $9,362 6.3% $36,458 9.1% $12,535 $37,185 $49,720 8.3%

1999 $1,653 $3,016 5.8% $12,348 9.0% $52,176 9.5% $17,232 $51,961 $69,193 9.3%

2000 $1,705 $3,209 6.4% $13,301 7.7% $55,652 6.7% $18,436 $55,431 $73,867 6.8%

55-00 572% 4.4% 2473% 7.5% 1743% 6.8% 1796% 1505% 1569% 6.5%

Overall Aver. Overall Aver. Overall Aver. Overall Overall Overall Aver.

As Table 3-11 shows, this represented a decline from 12% of taxable property in 1955 to

7% in 2000 in the cities.  There was a similar percentage decline in the suburbs, from

11% to 4%, as shown by Table 3-12.  While the suburbs began with $478 million, they

ended, however, with $3.2 billion in industrial property.  In other words, the cities lost

their lead even in industrial property, ending up with $1.1 billion less in industrial value. 
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Commercial property grew 3.8% in the cities and 7.5% in the suburbs.  In commercial

property, the cities began with nearly $2 billion in value, almost four times as much

Table 3-11: Taxable Real Property in Cities in Millions and Proportions of Four
Property Types (Agricultural/Mineral, Commercial, Industrial, Residential)

AG % IND % COMM % RES % LAND BLDG. TOT TPR

1955 $2 0.03% $701 12% $1,973 34% $3,111 54% $1,332 $4,453 $5,786 4.3

1963 $7 0.10% $847 12% $2,095 30% $3,952 57% $1,458 $5,442 $6,900 4.7

1969 $10 0.14% $922 13% $2,247 31% $4,048 56% $1,807 $5,420 $7,227 4.0

1975 $31 0.34% $1,001 11% $2,886 32% $5,172 57% $2,476 $6,614 $9,090 3.7

1979 $32 0.27% $1,126 10% $3,495 30% $6,996 60% $3,073 $8,575 $11,648 3.8

1981 $44 0.33% $1,253 9% $4,130 30% $8,209 60% $3,433 $10,204 $13,637 4.0

1987 $23 0.13% $1,498 9% $6,186 35% $9,832 56% $4,026 $13,512 $17,539 4.4

1993 $27 0.12% $1,796 8% $8,228 35% $13,432 57% $5,456 $18,028 $23,484 4.3

1999 $32 0.11% $2,040 7% $9,815 33% $18,118 60% $7,153 $22,852 $30,005 4.2

2000 $31 0.10% $2,083 7% $10,272 32% $19,266 61% $7,510 $24,142 $31,652 4.2

Table 3-12: Taxable Real Property in Suburbs in Millions and Proportions of Four
Types (Agricultural/Mineral, Commercial, Industrial, Residential)

AG % IND % COMM % RES % LAND BLDG. TOT TPR

1955 $411 9% $478 11% $517 12% $3,020 68% $972 $3,453 $4,426 4.6

1963 $498 7% $698 10% $933 13% $5,169 71% $1,442 $5,856 $7,298 5.1

1969 $551 6% $915 10% $1,537 16% $6,336 68% $2,370 $6,969 $9,339 3.9

1975 $878 6% $1,164 8% $2,504 18% $9,511 68% $4,145 $9,912 $14,058 3.4

1981 $1,442 5% $1,766 7% $4,194 16% $19,202 72% $7,639 $18,966 $26,604 3.5

1987 $1,191 4% $2,107 6% $6,194 19% $23,622 71% $8,553 $24,562 $33,115 3.9

1993 $1,265 3% $2,634 5% $9,362 19% $36,458 73% $12,535 $37,185 $49,720 4.0

1999 $1,653 2% $3,016 4% $12,348 18% $52,176 75% $17,232 $51,961 $69,193 4.0

2000 $1,705 2% $3,209 4% $13,301 18% $55,652 75% $18,436 $55,431 $73,867 4.0

TPR  is Taxable Property Ratio (Property Value over Land Value), Column M (L/J) for use in Index.

commercial property valuation as the suburbs, and ended with $10.3 billion, $3 billion

less than the suburbs.  Such a development is consistent with the commonly observed

pattern of closing downtown department stores and creating new suburban malls.  

Tables 3-11 and 3-12, however, show that the cities maintained their proportion of

commercial taxable property, with only a slight decline from 34% in 1955 to 32% in
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2000.  The suburbs saw an increase in the proportion of commercial property, from 12%

to 18%.  The 2000 value of $13 billion was 26 times as much as the $517 million 1955

value.  Residential property grew in proportion in the suburbs, from 68% to 75%.  This 

7% increase equals the decline of 7% in agricultural property, and may represent the

steady conversion of farmland to housing developments.  Overall, there was a massive

increase in the total value of suburban residential property, from $3 billion to $55 billion

in value, an eighteenfold increase.  There was an average annual increase of 6.8% in

residential value in the suburbs (Table 3-10), compared to 4.2% in the cities (Table 3-9). 

In the cities, the proportion of all taxable value represented by residential property grew

7%, from 54% to 61% (Table 3-11), and in the suburbs, residential property also grew

7%, 68%-75% (Table 3-12).  This has important implications for the distribution of the

property tax burden.

Conclusions: Taxable Real Property, 1955-2000

This chapter commenced by asking whether it is possible that the growth of the

proportion of all real property exempt from taxation, a trend found in the cities but not in

the suburbs, was perhaps related to a lower rate of growth of taxable property in the cities. 

After all, the growth rate for exempt property could be the same in the cities and the

suburbs, but if the rate of growth of taxable property was lower in the cities, we would

see an increase in the proportion of exempt property.  It is this increase which has

stimulated the concern of scholars, business leaders, and politicians for over a hundred

years, and which this chapter addresses.  

The above section performed a detailed analysis of the growth rates for taxable
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property.  As shown by Tables 3-6 and 3-7, the overall average growth rate for taxable

property in the cities, 3.9%, was considerably lower than the 6.5% rate in the suburbs. 

This was explained by a combination of the more rapid growth of new construction in the

suburbs and the faster inflation rate for already existing property.  As a result, of the five

scenarios derived from the nine cells of Figure 3-1, we can now rule out #4 and #5.  The

taxable property growth rate in the cities is not equal to that in the suburbs (#4), nor is it

greater than the suburbs (#5).  This leaves #3, #6, and #9, all of which are in the column

in which taxable property growth rates are lower in the city than in the suburb.  In the

next section, it will be possible to determine whether exempt property growth rates in the

city were equal to the suburb (#3), greater than in the suburbs (#6), or less than in the

suburbs (#9).  We will then have identified  the scenario associated with the observed

growth in the proportion of exempt property.  

Exempt Real Property, 1955-2000

Ann Tickamyer of Ohio University recently asked, “Who controls the natural and

built environments?” (2000).  In recent decades, non-institutional and non-corporate

property owners (in other words, residential owners) have increased their share of the

ownership and control of real property from 54% to 61% in the cities and from 68% to

75% in the suburbs (Tables 3-11 to 3-12).  More and more of the natural and built

environment – or at least the taxable part of it – is either owner-occupied or subject to

what has been called petty landlordism, i.e. small-scale ownership of houses (McCrone

and Elliott 1989).  Either way, it is outside the control of big organizations, except to the

extent that such property remains mortgaged.  This suggests the question, “Who controls



106

the natural and built environment which is exempt from the power of property tax?”

In this section on exempt property, 1955-2000, I report how much and how

quickly exempt property valuation grew, both overall and for each of the major

components of exempt property.  I show how the proportions of various types of exempt

property have changed over the years, including the tax abatements introduced in 1979. 

Just as I broke down taxable property into institutional and non-institutional sectors, I

break down exempt property into local amenities and infrastructure and regional

amenities and infrastructure.  I do this because it is important to understand whether the

growth in the proportion of exempt property in the cities is a matter of increased local

amenities and infrastructure or whether it is a matter of growth of regional amenities and

infrastructure.  Theories of property tax capitalization would argue an increase in local

amenities and infrastructure is associated with higher rates of growth of residential

property value.  On the other hand, while the growth of regional amenities and

infrastructure is of benefit to both cities and suburbs, it involves a reduction in the land

mass available for development of taxable property in the city, but possibly less so in the

suburbs.  I conclude the section on exempt property by reporting which of the three

remaining scenarios mostly closely associated with the growing proportion of exempt

property is consistent with the data. 

Review of Exempt Property Value: Table 3-5

Tables 3-1 to 3-4 presented much of the data on the overall growth of exempt

property, although I did not analyze the findings on exempt property earlier.  Table 3-1

showed that the bulk of exempt property (92.1%) is the main taxing districts of the cities
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(Column G).  Overall, however, there was very little difference between the proportion of

exempt property in the main districts (26.5%, Column H) and the cities as a whole

(24.1%, Column I).  Accordingly, the analysis proceeds here, as it did in the section on

taxable property, using city totals as the unit of comparison with the suburbs.  

Table 3-2 showed that in 2000 just over half (56.1%) of all exempt property in the

counties was found in the cities (Column G).  The proportion of exempt property in the

cities (24.1%, Column H, Table 3-2) was considerably higher than in the suburbs (14.5%,

Column H, Table 3-3).  As of tax year 2000, the Big Six cities had 51.1% more exempt

property than the suburbs ($8.6 billion to $5.7 billion, Table 3-2, Column E and F).  Yet

their overall property value in year 2000 was only half (.492) that of the suburbs

(calculated from Table 3-2).  The proportion of all exempt real property in the Big Six

cities was 24.7%, while only 9.7% was exempt in the suburbs of the counties hosting the

Big Six cities (Table 3-2).  The difference in the proportions exempt was not much

different for all 17 cities, 24.1% for the cities and 9.6% for the suburbs (Table 3-2).  

As Table 3-3, Column H indicated, in 1955 only 14.5% of the real property in the

cities was exempt, compared to 11.3% of the suburbs.  As Table 3-2 showed, this

proportion would more than double to 24.1% for the cities by 2000, but increase only to

9.6% for the suburbs.  As shown by Table 3-4, in the cities, the bulk of the growth in the

proportion of exempt property (Column H) took place from 1955 (14.5%) to 1983

(23.9%), with only minor fluctuations since that time to 24.1% in 2000.



   The annual average growth rate is based upon the column of annual percentage55

increases.  It is calculated by dividing the sum of the column by 45, the number of annual
changes.  This approach to summarizing the growth rate is a standard approach in property
valuation research.  See Table 3-5 in Dick Netzer’s recent study (Netzer 2002).  Along with the
overall percentage increase over the years, it can be used for comparative purposes.  
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Annual Increase, Percent Increase: Table 3-13

As was done for Taxable Real Property in Table 3-5, Table 3-13 compares the

amount and rate of growth of exempt property in 17 cities and suburbs.  From 1955-2000,

the city growth of 5.4% in exempt property value (Column D) was lower than the

suburban growth rate of 6.1% (Column G).  The cities added a cumulative total of $9

billion in value, the suburbs added $7.3 billion.  The cities grew from less than $1 billion

in exempt property to $10 billion, while the suburbs grew just over half a billion to $7.8

Table 3-13: Exempt Property Valuation in Cities and Suburbs, 1955-2000:
Valuation, Change, % Growth, % of Difference, Ratio in Dollars

B C D E F G H I

YEARS CITIES SUBURBS % of

Valuation Change Growth Valuation Change Growth Difference Ratio in $

1955 $978 D8=C8/B7 $565 G8=F8/E7 G-D F/C

1963 $1,281 $85 7.2% $830 $0 0.0% -7.1% 0.0

1969 $1,785 $215 13.7% $1,239 $173 16.2% 2.5% 0.8

1975 $2,404 $277 13.0% $1,860 $230 14.1% 1.1% 0.8

1981 $3,790 $387 11.4% $2,934 $322 12.3% 1.0% 0.8

1987 $5,424 $408 8.1% $3,722 $146 4.1% -4.1% 0.4

1993 $7,538 $767 11.3% $5,250 $383 7.9% -3.4% 0.5

1999 $9,157 $527 6.1% $7,174 $643 9.9% 3.7% 1.2

2000 $10,062 $904 9.9% $7,869 $695 9.7% -0.2% 0.8

55-00 929% $9,084 5.4% 1291% $7,303 6.1% 0.7% 1.1

Overall Sum Average Overall Sum Average Average Average

billion in exempt property.  For the suburbs, the annual average growth rate was 6.4%

from 1955-1978, and 5.5% from 1979-2000 (not shown, calculated from Table 3-13), for

a 1955-2000 annual average growth rate of 6.1%.   For the cities, the growth rate was55
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5.2% until 1978, and 5.3% afterwards, and overall was 5.4% (not shown).  

Local and Regional Exempt Property: Tables 3-14 to 3-15

In Table 3-14 (for the cities) and Table 3-15 (for the suburbs), I trace the growing

proportion of exempt property using an original typology of exempt property forms.  This

typology facilitates a comparison of the growing proportion of exempt property in the

cities with the slight decline in the proportion of exempt property in the suburbs.  It

breaks down the twelve kinds of exempt property value reported in the exempt property

abstracts into local amenities and infrastructure and regional amenities and infrastructure.

Table 3-14: City Exempt Value: Regional and Local Amenities/Infrastructure and
Tax Abatements: Millions of Assessed Dollars, Percentage of Exempt
Property; Exempt and Taxable Property as % of Real Property 2000 Value
as Multiple of 1955 Value and % Difference 1955-00

Years  Regional Ex. Local Exempt Ab atements Exempt Total Taxable Total TOTAL

M  $ % M  $ % M  $ % M  $ % M  $ % M  $

1955 $394 40% $584 60% $978 14% $5,786 86% $6,763

1963 $528 41% $753 59% $1,281 16% $6,900 84% $8,181

1969 $678 38% $1,107 62% $1,785 20% $7,227 80% $9,012

1975 $1,055 44% $1,349 56% $2,404 21% $9,090 79% $11,494

1979 $1,490 45% $1,797 54% $46 1% $3,333 22% $11,648 78% $14,982

1981 $1,743 46% $1,941 51% $106 3% $3,790 22% $13,637 78% $17,426

1987 $2,656 49% $2,441 45% $328 6% $5,424 24% $17,539 76% $22,963

1993 $3,762 50% $2,974 39% $794 11% $7,538 24% $23,484 76% $31,022

1999 $4,646 51% $3,513 38% $998 11% $9,157 23% $30,005 77% $39,163

2000 $4,842 48% $3,995 40% $1,225 12% $10,062 24% $31,652 76% $41,714

55-00 12.3 8% 6.8 -20% NA 12% 10.3 10% 5.5 -10% 6.2

Mult. Diff. Mult. Diff. Mult. Diff. Mult. Diff. Mult. Diff. Mult.

  Local amenities and infrastructure are defined as forms of exempt property which

are used primarily by local residents in the city or in the suburbs.  Regional amenities and

infrastructure are defined as forms of exempt property which are utilized by persons

throughout the county and region, although they may be located either in the city or in the
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suburbs.  Regional exempt property – for short – provides amenities and infrastructure to

an area extending beyond the confines of the jurisdiction in which the property is located. 

 The local exempt property – local amenities and infrastructure – included in the

Local Exempt Column in Tables 3-14 and 3-15, and in subsequent tables in this chapter,

include the following categories of exempt property contained in the exempt property

abstracts, in approximately this order of their property value in the cities in 1955: (1)

public school district property; (2) township and municipal property; (3) religious

property (places of public worship, primarily); (4) parks; (5) graveyards, and (6)

miscellaneous other forms of exempt property, such as metropolitan housing authority

property, which actually slightly exceeded graveyards in total value.  

Table 3-15: Suburban Exempt Value: Regional and Local Amenities/Infrastructure
and Tax Abatements: Millions of Assessed Dollars, Percentage of Exempt
Property; Exempt and Taxable Property as % of Real Property 2000 Value
as Multiple of 1955 Value and % Difference 1955-00

Years  Regional Ex. Local Ex. Ab atements Exempt Total Taxable Total TOTAL

M  $ % M  $ % M  $ % M  $ % M  $ % M  $

1955 $243 43% $322 57% $565 11% $4,426 89% $4,991

1963 $292 35% $538 65% $830 10% $7,298 90% $8,128

1969 $427 34% $813 66% $1,239 12% $9,339 88% $10,579

1975 $603 32% $1,251 68% $1,854 12% $14,058 88% $15,912

1979 $798 32% $1,722 68% $1 0% $2,521 10% $22,356 90% $24,876

1981 $954 33% $1,963 67% $17 1% $2,934 10% $26,604 90% $29,538

1986 $1,105 31% $2,348 66% $123 3% $3,576 10% $30,942 90% $34,518

1987 $1,161 31% $2,427 65% $134 4% $3,722 10% $33,115 90% $36,837

1993 $1,527 29% $3,252 62% $471 9% $5,250 10% $49,720 90% $54,970

1999 $1,889 26% $4,144 58% $1,141 16% $7,174 9% $69,193 91% $76,367

2000 $2,021 26% $4,470 57% $1,378 18% $7,869 10% $73,867 90% $81,736

55-00 8.3 -1 7% 13.9 0% NA 18% 13.9 -2% 16.7 2% 16.4

Mult. Diff. Mult. Diff. Mult. Diff. Mult. Diff. Mult. Diff. Mult.

The regional amenities in these tables include the following types of exempt

property, also in order of value in the cities in 1955: (1) exempt nonprofit charitable
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property (overwhelmingly nonprofit hospitals); (2) federal property; (3) state government

property and exempt property of those state colleges and universities newly classified as

state property, (4) private colleges and universities, state colleges exempted under

previous categories that listed public colleges separately from state property, and

parochial schools; (5) exempt county government property.  

I developed this typology of exempt property forms in response to longstanding

concerns with the concentration of exempt property in the cities.  The typology permits a

comparison of the concentration of forms of exempt property that serve not only the local

populace but also a broader public residing elsewhere.  If there is a property tax burden

associated with exempt property, I would argue that it is associated with regional

amenities and infrastructure, not local amenities and infrastructure.  

Support for such an argument can be found in the Tiebout doctrine and the

associated body of economic thought concerning property tax capitalization processes. 

According to these theories, local amenities and infrastructure (such as good schools,

conveniently located places of worship, and effective local government) reflect favorably

on residential property values, especially when they are adjacent to a jurisdiction where

there may be equally high property tax millages but lower quality local amenities and

infrastructure.  For instance, it has been noted:

Consider the case in which taxes on otherwise identical properties are equal across
cities, but where there exists a difference in the level of public services provided
those properties.  To the extent that a higher level of public services is valued by
the marginal property buyer, then property prices in the city with the higher
quantity or quality of public services will be higher (McEachern 1981: 186).  

Either higher city tax rates or lower levels of city services “lead to further deterioration
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compared to suburban tax/service combinations” (Bradbury, Downs and Small 1980).  

The question of the impact of regional amenities and infrastructure, however, is

one where there is less theoretical attention and little empirical evidence.  On the one

hand, since intercity amenity differentials are a strong predictor of urban quality of life

(Gyourko 1991), it might be argued that living in a city with many regional amenities,

such as large universities and cultural facilities, would add to the quality of life, compared

to the suburb.  On the other hand, Gyourko also found that healthy local public finance is

nearly as strong a predictor as amenity differentials, and higher levels of property tax

exemptions have been linked to local fiscal stress (Mullen 1990).  If regional amenities

and infrastructure are concentrated in the city, the argument could be made that such a

jurisdictional difference with the suburbs would work against the fiscal health of cities,

compared to suburbs, and that this would in turn negatively impact upon the quality of

life in the cities.  Furthermore, the argument can be made that it is truly local amenities,

amenities found adjacent to residential housing – not way downtown – which are

responsible for any tax capitalization impact.  Further research which fully integrates

public utility property value, tax millages, and tax revenues will be required in order to

further examine such competing theses.

City-Suburban Comparison of Local Exempt Property

For the purposes of this chapter it is valuable to show the extent to which there are

not only differences between city and suburb in the proportion of exempt property overall

but also in the proportion of exempt property which consists of local amenities versus

regional amenities.  In 1955, as shown in Table 3-16, the cities had $201 million in public
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school property, and $165 million in religious property.  As shown in Table 3-21 (dollar

amounts are provided only in the full version in Appendix H), there was also $166

million in local government property, and $50 million in the other forms of exempt

property together.  Altogether, as shown in Table 3-14, there was $584 million in local

amenities and infrastructure in the cities in 1955.  In 1955, as shown in Table 3-16, the

suburbs had $162 million in public school property, and $71 million in religious property. 

Along with $64 million in local government property, and approximately $25 million in

the other forms of exempt property together (Table 3-21), there was $322 million in local

amenities and infrastructure in 1955 (Table 3-15).

Table 3-16: City and Suburban School and Religious Property, 1955-2000: Assessed
Value in Millions, Percentage of all Exempt Property, 2000 Value as Multiple
of 1955, Difference in Proportion

Years City Schools City Religious TOT Sub. Schools Sub. Religious TOT

M  $ % M  $ % M  $ M  $ % M  $ % M  $

1955 $201 21% $166 17% $978 $162 29% $71 13% $565

1960 $242 21% $203 17% $1,163 $225 31% $111 15% $728

1963 $262 20% $237 18% $1,281 $278 34% $139 17% $830

1969 $354 20% $313 18% $1,785 $400 32% $227 18% $1,239

1970 $360 20% $294 16% $1,843 $432 31% $234 17% $1,385

1975 $425 18% $341 14% $2,404 $578 31% $312 17% $1,854

1981 $568 15% $423 11% $3,790 $879 30% $478 16% $2,934

1987 $634 12% $503 9% $5,424 $1,025 28% $603 16% $3,722

1993 $720 10% $621 8% $7,538 $1,257 24% $833 16% $5,250

1999 $828 9% $766 8% $9,157 $1,588 22% $1,040 14% $7,174

2000 $869 9% $801 8% $10,062 $1,749 22% $1,137 14% $7,869

55-00 4.3 -12% 4.8 -9% NA 10.8 -6% 16.0 2% 13.9

Mult. Diff. Mult. Diff. Mult. Mult. Diff. Mult. Diff. Mult.

By 2000, local exempt property had increased in the cities by a multiple of 6.8

times to $3,995,000, as shown in Table 3-14.  The proportion of local amenities within

the overall mix of exempt property had declined, however, from 60% in 1955 to 40% in
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2000.  By 2000, the largest component of local amenities and infrastructure in the cities

was city government, which comprised over $1.7 billion in value, more than local schools

and religious property combined (Table 3-21).  In the suburbs, however, by 2000, local

amenities and infrastructure were still 57% of all local exempt property (Table 3-15). 

This was the case despite the fact that 18% of all property tax exemptions in the suburbs

were by then property tax abatements.  Suburban exempt property had grown in overall

value by a multiple of 13.9 since 1955, higher than in the cities. 

City-Suburban Comparison of Regional Exempt Property

Regional exempt property was 43% of all exemptions in the suburbs in 1955, but

by 2000 was only 26% (Table 3-15).  In the cities the proportion of all property tax

exemptions represented by regional amenities and infrastructure grew from 40% to 48%

(Table 3-14), despite a lower proportion of exempt property subject to abatements (12%).  

As shown in Table 3-21, by tax year 2000, of the five forms of regional exempt

property in the cities, federal property had the least value ($247 million), in fifth place

rather than second place as it was in 1955.  Nonprofit charitable property (primarily

hospitals), was $1.6 billion.  State property had an assessed value of $1.2 billion.  There

was $1 billion in private educational property (including private colleges and parochial

schools, but also some state universities still not classified as state property).  County

property was worth $695 million.  In the suburbs, there was actually more federal

property, $304 million, than in the cities, but like the cities it held the least value of the

five forms of regional amenities and infrastructure.  There was $703 million in charitable

property (reflecting a recent trend towards increased facilities by nonprofit hospitals in
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the suburbs), $398 million in state property, $350 million in primarily private educational

property, and $267 million in county property.  

In 2000, in the cities as well as the suburbs, there was a similar ordering of the

value of the five types of regional exempt property.  As I noted earlier, however, by 2000

regional exempt property in the suburbs had declined from 43% of all suburban exempt

property to 26% (Table 3-15), while in the cities it had increased from 40% to 48%

(Table 3-14).  Thus, during this period, one heretofore undocumented characteristic of

city-suburban inequality was a growing differential between the extent to which exempt

property was devoted to local amenities and infrastructure, such as schools and places of

worship and local parks and government, as opposed to regional amenities and

infrastructure, such as large government and nonprofit facilities.  

City-Suburban School and Religious Property

Location, location, location.  That is the mantra often heard when it comes to

residential location decisions.  Proximity and quality of schools and places of public

worship are important components of such a decision.  In the cities, from 1955-2000, the

value of public school district property and religious property declined as a proportion of

all exempt property, irrespective of the introduction of abatements in 1979.  City school

property, which was a component of the local amenities in these 17 cities, grew from

1955-2000 by a multiple of only 4.3, from $201 million in 1955 to $869 million in 2000. 

City school property declined from 21% of all exempt property to 9% (Table 3-16), and

from 3% of all real property to 2.1% of all real property (Table 3-20).  

Suburban school property was 29% of all exempt property in the suburbs in 1955,



   The relatively slow growth in the value of city school property during this period is56

reminiscent of Jonathan Kozol’s familiar tale of savage inequality in the quality of public school
facilities in the cities (Kozol 1991).  The way Kozol told it, the physical plant of city schools
steadily deteriorated, as property taxes skyrocketed in the cities compared to the suburbs.  Total
spending per child still grew much more slowly in the cities than in the suburbs.  The present
data suggest that looking at the changing valuation of public school property is yet another way
to fill in the data details of the tragic tale of inequality of educational opportunity between city
and suburb.
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and 22% in 2000 (Table 3-16).  In other words, in the suburbs, school property

maintained its place of prominence within the overall exempt property picture.  Suburban

school property grew in total valuation by a multiple of 10.8, over twice as fast as city

school property.  True, much of this growth was associated with new subdivisions and

new schools, as well as the sharply increasing population in the suburbs compared to the

cities.  Nevertheless, because school property is the kind of exempt property most directly

providing public amenities to residential property owners, any failure to maintain quality

school facilities has important consequences for residential property values.   56

Along with the availability of quality public schools, the proximity of places of

public worship is an important amenity affecting residential property values.  In the cities,

religious property increased in value from 1955-2000 by a multiple of 4.8, but grew by a

multiple of 16 in the suburbs.  

In the cities in 1955, 21% of the value of all exempt property was school property,

and 17% was religious property (Table 3-16), for a total of $367 million, or 65% of the

$584 million in local exempt property reported in Table 3-14.  But by 2000, the $869

million in city school property and $801 in city religious property (Table 3-16) was only

41.8% of the $3.995 billion in local exempt property reported in Table 3-14.  By 2000,

public schools were only 9% of the value of all exempt property in the cities, and along



117

with religious property (8%), comprised less than half of all local exempt property.

By 2000, municipal government was the dominant form of local exempt property

in the cities, but in the suburbs it was still schools.  Higher costs of providing city

services in lower income areas, a shift of public services towards those valued by the

poor, and higher per capita fixed infrastructure costs in areas of declining population have

all been cited as aggravating urban decline (Bradley, Downs and Small 1980).  

Per Capita Residential and School Property Value

Another way of looking at these trends is to examine residential and school

property value per capita.  Residential property value per capita in the cities in 1960 was

$1072 (calculated from Table 3-9 and Table 2-1).  The suburban per capita value was

$1539.  By 2000, the per capita residential property value in the cities was $6833, while

in the suburbs it was $13,749, twice that in the cities.  This is not surprising.  Was it

accompanied by a similar differentiation in the per capita value of the school facilities

available to city and suburban residents?

In 1960, the per capita value of schools was only slightly higher in the suburbs

($77 per person) than in the cities ($70).  The value of public school property in the cities

was $242 million (Table 3-16) for 3.4 million residents.  Outside the cities, there was

$225 million in school property for 2.9 million residents.  In 1970, the per capita value in

suburbs and cities was $120 and $107, respectively.  

By 2000, the value of public school property in the cities was $869 million (Table

3-16) for fewer city residents than in 1955, 2,799,068 residents.  This yields a per capita

value of $310.  Outside the cities, there was $1.7 billion in school property (Table 3-16)
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for 4,047,611 residents, a per capita value of $432.  Not only was the per capita

residential property in the suburbs now twice as high as in the city, the per capita school

property value in the suburbs was also 39% greater.  

Property Tax Abatements: Ogre or Fairy Tale?

The growth of property tax abatements is a current source of controversy in Ohio

(Oplinger and Willard 2002) and in Toledo (Tomsho 2001).  Prior to 1979, few property

tax abatements were in place and no data were reported on the Exempt Property

Abstracts.  Since 1979, however, such data are available.  The data comprise a column

within each year’s exempt property abstract.  Also, the county totals for exempt property

contain summary data regarding each of the types of abatements under Ohio Law,

including Community Urban Redevelopment Corporation Improvements (Section

1728.10 Revised Code), Community Reinvestment Area Improvements (Section 3735.67

R.C.), Municipal Corporation Improvements (Section 5709.41 R.C.), Municipal Urban

Renewal Improvements (Section 725.02 R.C.), and an Other category (Sections 165.01;

303.52, etc.).  In this section, I will briefly analyze such data, in order to contribute to the

overall portrayal of exempt/abated property during these years.  

Since 1979, when data reporting began, Table 3-14 shows that the proportion of

all exempt property that represented abatements grew from 1% to 12% in the cities.  In

the suburbs, abatements grew from $1 million in 1979 (rounded to 0%) to 18% of all

exempt property in 2000 (Table 3-15).  Tables 3-14 and 3-15 report that the total amount

of abatements reached over $100 million by 1981 in the cities, but not until 1986 in the

suburbs.  The gap between city and suburbs progressively narrowed until the year 2000,



   As may be apparent, the size of the commercial sector and the exempt/abated sector57

were nearly identical in 1979 and in 2000, although the commercial sector in the cities held twice
the value of the exempt sector in 1955 (Tables 3-11 and 3-14).  
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when for the first time the amount of property tax abatements in the suburbs, $1.4 billion,

exceeded the $1.2 billion in abatements in the cities.  

From 1979-2000, Table 3-14 shows that the total for all forms of exempt property

(including abatements) more than tripled from $3.3 billion to $10 billion in the cities. 

This represented an increase of $6.7 billion.  Of that amount, 18.2% ($1.2 billion) were

abatements.  Without abatements, exempt property would have been $1 billion short of

tripling in size, but would have still more than doubled in size from $3.3 billion in 1979

to $8.8 billion in 2000.  As a comparison, Table 3-11 showed that commercial property in

the cities grew from $3.5 billion in 1979 to $10.3 billion in 2000.   57

While abatements are the fastest growing type of exempt property, the value of

exempt property has also continued to grow.  While a good deal of public debate is

focused on the question of abatements, property tax exemptions require independent

analysis.  Property tax abatement may well be an ogre under the bridge, but it is still a

rather small one.  It is a fairy tale to portray property tax abatements as the major real

property-related issue requiring public attention.  Further data on property tax abatements

as a proportion of all real property are reported in Tables 3-20 and 3-21.  

Conclusions: Exempt Real Property, 1955-2000

From the previous section, we know that the growth rate for taxable property was

slower in the cities than in the suburbs.  This section showed that the growth rate of

exempt property was not in fact higher in the cities, overall, from 1955-2000.  As shown
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by Table 3-13, the overall average growth rate for the cities, 5.4%, was somewhat slower

than the 6.1% rate in the suburbs.  Since the growth rate of exempt property in the cities

and the suburbs is not the same, of the three remaining scenarios from Figure 3-1,

scenario #3 is ruled out.  

Scenario #6 is also ruled out, since the growth rate of exempt property in the cities

is not greater than the rate in the suburbs.  Instead, I have concluded that the scenario

associated with the growth of the proportion of exempt property in the cities is scenario

#9.  This scenario associates the growth in the proportion of exempt property solely to a

lower growth rate for both exempt property and taxable property in the cities than in the

suburbs.  Scenario #9 is summarized in figure 3-2:

Figure 3-2: Scenario #9: Findings from Tables 

Annual Average Growth 
Rates and Overall % Growth

Cities Suburbs

Exempt Property
(Table 3-13)

5.4%/929% 6.1%/1291%

Taxable Property
(Tables 3-9, 3-10)

3.9%/447% 6.5%/1569%

Real property value growth rates in the cities, both taxable and exempt, are lower

than in the suburbs.  As shown in Figure 3-2, exempt property value in the cities was

929% higher in 2000 than in 1955, while it was 1291% higher in the suburbs.  Taxable

property value was 447% higher in 2000 in the cities, compared to 1569% times higher in

the suburbs.  As can be ascertained from Figure 3-2, taxable property growth rates in the

suburbs are 2.6 percentage points higher than in the cities.  The key factor, however, is

that despite comparatively lower growth rates for exempt property, the taxable property
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growth rate in the cities was only 3.9% on an annual average, while the exempt property

growth rate was 5.4%.  New construction of taxable property in the cities is considerably

lower than in the suburbs, as shown by Tables 3-6 and 3-7.  Newly exempt property

growth rates, on an annual average, were a slightly lower proportion of the previous

year’s exempt property value in the cities than in the suburbs, as shown by Tables 3-14

and 3-15.  Even property tax abatements are growing faster in the suburbs than in the

cities, as shown by Tables 3-14 and 3-15!

Although these results may appear surprising, they show how the analysis of the

growth of the proportion of exempt property requires a careful, logically construed

analysis of trends, rooted in a comparative perspective.  It is unwise to draw premature

conclusions about the alleged “menace” of exempt property growth without placing it in

the larger context of the overall social system of real property. 

The Social System of Real Property: Taxable and Exempt Property Forms

The last two sections have resulted in the identification of a rather counter-

intuitive scenario associated with the increase in the proportion of exempt property in the

cities.  During a period when the cities experienced a lower growth rate for exempt

property than the suburbs, they experienced a growing proportion of exempt property. 

The implication of this finding is that it was not so much an inordinately high growth rate

of exempt property which was responsible for the increased proportion, as it was an

abysmally low growth rate for taxable property.  Prior to finalizing such a conclusion, it is

important to perform a unified analysis of all forms of exempt and taxable property over

these years, in both the cities and the suburbs.  In this section, I combine all property
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valuation data into one unified spreadsheet which includes all forms of taxable and

exempt property.  

Doing so removes some of the analytic advantages enjoyed in the previous

sections, because it imposes a lower common denominator into our analysis.  For

instance, from taxable property, we lose the advantage of the data on new construction

and demolition and the availability of separate columns of data on land value and

building value.  These are forms of data not available for exempt property types.  We

gain, however, the ability to portray the overall social system of real property in a unified

manner.  We may be able to gain additional insights into the nature of the changing

proportions and growth rates of the various forms of taxable and exempt real property.  

Exempt Property: Percent of County Value, Tables 3-17 to 3-19

Prior to constructing a full breakdown of each property type – within a fully

unified database – it helps to consolidate the previous analysis by reporting the value of

exempt and taxable property in the cities and suburbs as a proportion of all real property

value in the county, for 1955 and 2000.  In Table 3-17, exempt property values in 1955

and 2000 are compared, in terms of the percentage of all exempt property value in the

county.  For instance, in 1955 63.4% of all exempt property was in the cities (Totals Row,

Column B), while 36.6% was in the suburbs (Column E).  In 2000, a smaller percentage

(56.1%) of all exempt property was in the cities (Column C).  The seventeen cities grew

from 5.2% to 9.7% of the county land mass from 1955-2000 (Table 2-4), a growth in the

percentage of county land mass of 4.5% (as reported in Column A of Table 3-17).  

Given this growth in size, especially the massive growth of Columbus, the fact
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that there was a decrease in the share of the county’s exempt property in Ohio’s medium

and large cities is significant.  It is consistent with the earlier results.  Yes, the proportion

of exempt property has grown in Ohio’s cities.  But no, this growth in proportion was not

a matter of faster growth rates of exempt property in the cities.  In fact, the suburbs grew

in their share of exempt property value over these decades. 

Table 3-17: Exempt Property in Cities and Suburbs: Percentage of All Exempt
Property in County; Growth or Decline of City and Suburbs as % of County
Land Mass; 2000 Exempt Value as a Multiple of 1955 Exempt Value

A B C D E F G H

City Name CITIES: Exempt Property SUBURBS: Exempt Property

Exempt Exempt Growth Exempt Exempt Exempt Growth Exempt

as % as % In % of In $ as % as % In % of In $

of of County as of of County as 

County County Land Multiple County County Land Multiple

1955 2000 Mass of 1955 1955 2000 Mass of 1955

Columbus 59.8% 72.0% 31.6% 15.1 40.2% 28.0% -33.9% 8.7

Cleveland 62.6% 55.6% 0.5% 7.9 37.4% 44.4% -0.2% 10.5

Cincinnati 77.5% 54.4% 1.1% 13.8 22.5% 45.6% -2.9% 40.0

Toledo 83.5% 74.1% 12.5% 7.5 16.5% 25.9% -14.9% 13.2

Akron 65.2% 55.3% 2.0% 12.9 34.8% 44.7% -2.3% 19.6

Dayton 68.2% 46.9% 6.7% 9.4 31.8% 53.1% -7.7% 22.7

Canton 43.3% 28.9% 1.1% 8.5 56.7% 71.1% -0.6% 16.1

Hamilton 49.6% 20.0% 3.0% 9.2 50.4% 80.0% -3.9% 36.5

Findlay 68.6% 70.9% 1.5% 17.9 31.4% 29.1% -1.8% 16.0

Springfield 76.1% 66.7% 2.6% 6.7 23.9% 33.3% -3.2% 10.6

Newark 46.1% 35.2% 1.9% 11.5 53.9% 64.8% -1.7% 18.1

Mansfield 34.6% 63.9% 4.7% 20.3 65.4% 36.1% -4.8% 6.1

Lancaster 60.1% 44.3% 2.2% 12.4 39.9% 55.7% -2.2% 23.5

Youngstown 81.9% 57.7% 0.4% 5.6 18.1% 42.3% -1.3% 18.7

Warren 30.0% 32.8% 1.2% 6.1 70.0% 67.2% -1.9% 5.3

Lima 52.4% 55.1% 1.3% 7.2 47.6% 44.9% -2.8% 6.4

Marion 76.3% 60.9% 1.4% 11.8 23.7% 39.1% -1.7% 24.5

TOTALS 63.4% 56.1% 4.5% 10.3 36.6% 43.9% -5.1% 13.9

BIG 6 66.2% 60.2% 9.8% 10.7 33.8% 39.8% -11.5% 13.8

SMALLER 11 52.5% 40.1% 2.1% 8.5 47.5% 59.9% -2.3% 14.1

The Totals Row of Table 3-18 shows that in 1955, the city share of the county’s

taxable property value was 56.7%, but that this fell to 30% by 2000.  By 2000, in other
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words, 70% of the taxable property was in the suburbs.  As the Big 6 row shows, 67% of

the taxable property in the Big 6 counties was in the suburbs.  As Column D shows,

taxable property in the cities grew since 1955 by a multiple of 5.5, but grew by a multiple

of 16.7 in the suburbs (Column H).  As Table 2-4 showed, this is despite an increase from

5.2% to 9.7% in the city percentage of the county land mass.  The increase was from  

Table 3-18: Taxable Property in Cities and Suburbs: Percentage of All Taxable
Property in County; Growth or Decline of City and Suburbs as % of County
and Mass; 2000 Taxable Value as a Multiple of 1955 Taxable Value

A B C D E F G H

City Name CITIES: Taxable Property SUBURBS: Taxable Property

Taxable Taxable Growth Taxable Taxable Taxable Growth Taxable

as % as % In % In $ as % as % In % In $

of of of as of of of as 

County County County Multiple County C ounty County Multiple

1955 2000 Land of 1955 1955 2000 Land of 1955

Columbus 62.9% 56.6% 31.6% 16.8 37.1% 43.4% -33.9% 21.8

Cleveland 53.0% 19.0% 0.5% 2.7 47.0% 81.0% -0.2% 13.0

Cincinnati 61.4% 30.5% 1.1% 4.3 38.6% 69.5% -2.9% 15.8

Toledo 68.7% 51.4% 12.5% 6.3 31.3% 48.6% -14.9% 13.1

Akron 63.8% 26.5% 2.0% 4.9 36.2% 73.5% -2.3% 24.2

Dayton 59.8% 17.7% 6.7% 3.3 40.2% 82.3% -7.7% 22.8

Canton 38.8% 13.7% 1.1% 4.0 61.2% 86.3% -0.6% 15.9

Hamilton 38.0% 13.5% 3.0% 6.7 62.0% 86.5% -3.9% 26.4

Findlay 49.1% 53.8% 1.5% 14.1 50.9% 46.2% -1.8% 11.7

Springfield 65.0% 36.1% 2.6% 5.3 35.0% 63.9% -3.2% 17.3

Newark 49.3% 24.9% 1.9% 11.1 50.7% 75.1% -1.7% 32.4

Mansfield 57.3% 33.4% 4.7% 5.8 42.7% 66.6% -4.8% 15.4

Lancaster 49.6% 25.7% 2.2% 12.5 50.4% 74.3% -2.2% 35.4

Youngstown 62.4% 14.6% 0.4% 1.7 37.6% 85.4% -1.3% 16.9

Warren 32.5% 14.6% 1.2% 4.3 67.5% 85.4% -1.9% 12.1

Lima 50.5% 22.8% 1.3% 4.0 49.5% 77.2% -2.8% 13.7

Marion 57.9% 39.2% 1.4% 6.3 42.1% 60.8% -1.7% 13.3

TOTALS 56.7% 30.0% 4.5% 5.5 43.3% 70.0% -5.1% 16.7

BIG 6 59.0% 33.0% 9.8% 5.6 41.0% 67.0% -11.5% 16.2

SMALLER 11 48.3% 20.9% 2.1% 5.1 51.7% 79.1% -2.3% 18.0

 11.7% to 21.5% for the big six cities, and from 1.6% to 3.7% for the smaller eleven

cities.  True, if 30% of the taxable property is found within only 9.7% of the county land
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mass, the cities are more intensively developed.

But think about that.  The cities are supposed to be more intensively developed! 

They are supposed to be more intensively populated! Yet the big six cities, which are

21.5% of the county land mass (Table 2-4), have only 33% of the taxable value (Table 3-

18, Column C).  They do have 60.2% of the exempt value (Table 3-2), although this

proportion is also in decline, given the more rapid growth  rate of exempt property in the

suburbs. The smaller eleven cities were only 1.6% of the county land mass in 1955 and

were still only 3.7% in 2000 (Table 2-4).  In 1955, in the counties with the smaller eleven

cities, there was certainly a great deal of agricultural land that was not developed.  In fact,

according to the Real Property Abstracts, there were 3,807,170 acres of agricultural land

in these counties in 1955, of which 3,038,960 were in the smaller eleven counties, and

768,210 in the big six counties.  Since there are 640 acres per square mile, this means that

there were 5,949 square miles of agricultural land, of which 4,748 were in the smaller

eleven counties and 1,201 were in the big six counties.  In percentage terms, of the 5,505

square miles in the counties with the smaller eleven cities, 4,748 square miles (86%) were

agricultural.  In the big six counties, 1201 square miles out of a total of 2629 square miles

were agricultural property (45.6%).  

By 1980, the percentage of agricultural land in the big six counties had fallen to

26.2%, and in the smaller eleven counties from 86% to 74.4%.  By 2000, the percentages

had fallen still further to 21% and 69%, respectively.  Based on these data, it is clear that

even in the Big Six counties, there was still ample undeveloped land (defined here as

agricultural property) which could have been developed in the suburbs.  Given population
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decline and property abandonment in the cities, there has been no shortage of land ready 

for development there either.  The argument that the lower growth rate for taxable

property in the cities can be blamed on a lack of land ready for development has some

merit, but is not convincing.  

The results from Tables 3-17 and 3-18 are summarized in Table 3-19.  Table 3-19

comes closer to the goal of this section, which is to permit an overview of the entire

social system of real property.  Table 3-19 reports taxable property value in cities and 

suburbs as a percentage of the county’s taxable property value, and does the same for

exempt property.  Most of the salient results from these tables were discussed above, as

they were included in the totals rows of Tables 3-18 and 3-19.  One new result reported in

Table 3-19, however, is Column D.  Column D of Table 3-19 shows that the growth rates 

of exempt property in the cities, expressed as a tax year 2000 multiple of tax year 

1955 data, were almost twice (1.87) times as high as the growth rates of taxable property.  

In the suburbs, exempt property grew at only .84 of the rate of taxable property.  These

rates are associated with the counter-intuitive finding that despite an increased proportion

of exempt property in the cities, there was both a lower taxable property growth rate and

a lower exempt property growth rate.



Table 3-19: Taxable and Exempt Property, Totals for Cities and Suburbs: Growth in Percentage of County Land Mass,
Exempt and Taxable Property as Percent of Respective Total Values in County, Growth in Multiples of 1955

A B C D F F G H

Growth in % City % City $ Growth: Reduction % Suburbs % Suburbs $ Growth:

Size as % of county of county Multiples Sq. Miles of County of County Multiples

of County 1955 2000 of 1955 1950-2000 1955 2000 of 2000

TAXABLE CITIES: Taxable Property % of County and Growth SUBURBS: Taxable Property % of County and Growth1

TOTALS 4.5% 56.7% 29.9% 5.5 -5.1% 43.3% 70.0% 16.7

BIG 6 9.8% 59.0% 33.0% 5.6 -11.5% 41.0% 67.0% 16.2

SMALLER 11 2.1% 48.3% 20.5% 5.1 -2.3% 51.7% 79.1% 18.0

EXEMPT CITIES: Exempt Property % of County and Growth SUBURBS: Exempt Property % of County and Growth2

TOTALS 4.5% 63.4% 56.1% 10.3 -5.1% 36.6% 43.9% 13.9

BIG 6 9.8% 66.2% 60.2% 10.7 -11.5% 33.8% 39.8% 13.8

SMALLER 11 2.1% 52.5% 40.1% 8.5 -2.3% 47.5% 59.9% 14.1

MULTIPLES EXEMPT ROWS AS MULTIPLES OF TAXABLE ROWS (Exempt Rows Divided by Taxable Rows )3

TOTALS 1.118 1.88 1.87 NA 0.85 0.63 0.84

BIG 6 1.122 1.82 1.91 NA 0.82 0.59 0.85

SMALLER 11 1.080 1.96 1.67 NA 0.92 0.76 0.78

These data are from the totals rows for Table 3-21: Taxable Property1 

 These data are from the totals rows for Table 3-20: Exempt Property2

 For the cities, these figures can be interpreted in terms of how many times greater the exempt percents are than the taxable percents.3

   For the suburbs, these figures represent exempt property's percentages as a proportion of taxable property's percentages.



   As with previous tables, the average annual percentage change was the measure of58

change overall change best suited to comparisons between city and suburb.  To supplement this,
however, I chose the use of 2000 dollar value as a multiple of 1955 dollar value over the more
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Taxable and Exempt Property: % of Real Property, Table 3-20

Tables 3-20 and 3-21 integrate all the key forms of taxable and real property into

one table.  The column structure of both tables is nearly the same, with sets of columns

for taxable property, regional exempt property, local exempt property, abatements, and

totals columns.  In both tables, there are totals columns for regional and local exempt

property and for all taxable property and exempt property.  Table 3-21 adds a grand total

column at the far right.  The components of each set of columns are described in more

detail as they are interpreted below.  

The row structures of the tables differ, as different results are reported.  In Table

3-20 there are two sets of rows, one for the 17 cities and one for the 17 suburban areas. 

Each of the cells in Table 3-20 is the percentage of all real property of that type, either

within the cities or within the suburbs.  For instance, in 1955, within the set of columns

for taxable property, 10.4% of real property in the cities was industrial property.  The are

rows for 1955, 1977, and 2000.  The next row reports the change in the percentage of

property of that type from 1955-2000 (calculated as the proportion in 2000 minus the

proportion in 1955).  The next row down reports the average annual percentage increase

This is calculated from the dollar value increase of that property each year, which is used

to calculate the column of 45 percentage changes from the previous year, which are

summed and divided by 45).  Finally, the tax year 2000 dollar value of the property form

is reported as a multiple of the 1955 dollar value (2000 value divided by 1955 value).   58



unwieldy and large overall percentage change.  This combination facilitates city-suburban
comparison.  Table 3-11 showed that agricultural value was negligible in the cities, and Table 3-
12 showed that agricultural value fell from 9% to 2% of suburban value between 1955 and 2000.
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In Table 3-20, the columns add up to the right.  They total 100% of real property

value in the city (for the city data) and 100% of real property value in the suburbs (for the

suburban data), although the 100% column is omitted.  Instead, sub-totals for taxable

property and exempt property are reported in the two rightmost columns.  

Table 3-21 is structured with similar columns as Table 3-20.  However, the set of

rows differ.  In Table 3-20, there are two sets of rows, one for the cities and one for the

suburbs.  In Table 3-21, there are three sets of rows.  In the first set of rows, the cells are

the assessed valuation of each property type, in millions of dollars.  The rows add up to

the right into the various totals columns, including a grand total column.  The city and the

suburban rows also add up to a county total column.  Based upon this assessed valuation,

the second set of rows reports the percentage of the grand total value for all counties

which each type of property represents.  This percentage is reported for the cities, for the

suburbs and – in the bold-faced rows – for the counties.  In other words, Table 3-21

reports the proportion of all county real property value represented by each type of

property, with reports for the city value in each year and the suburban value.  For

instance, the 1955 value of taxable industrial property in the cities was 6% of the grand

total assessed value in the seventeen counties.  The 1955 value of taxable industrial

property in the suburbs was 4.1% of the grand total value.  For all the counties, 10.0% of

all assessed value was industrial property.  This county total percent  decreased to 7.4% in

1977 and 4.3% in 2000.  In the final set of rows, the corresponding city and suburban 



Table 3-20: Taxable and Exempt Property Types in City and Suburb: Percentage of All Real Property, 1955, 1977, 
2000, Change in % 1955-00, Average Annual Growth % 1955-00, 2000 Value as a Multiple of 1955

Data For Taxable Property Regional Amenities/Infrastructure       Local Amenities/Infrastructure Abate- Totals

    Cities IND COM R/A FED STAT COU PRED NPC Total BDED LOC REL OTH Total ments TAX EX

1955 10.4% 29% 46% 1.3% 1.3% 0.6% 0.6% 2.0% 5.8% 3.0% 2.5% 2.4% 0.7% 8.6% 0.0% 85.5% 14.5%

1977 8.3% 24% 46% 1.0% 2.8% 1.3% 0.9% 3.2% 9.2% 3.6% 4.3% 2.7% 1.3% 11.9% 0.0% 78.8% 21.2%

2000 5.0% 25% 46% 0.6% 2.9% 1.7% 2.4% 4.0% 11.6% 2.1% 4.2% 1.9% 1.4% 9.6% 2.9% 75.9% 24.1%

55-00 -5.4% -4.5% 0.2% -0.7% 1.6% 1.1% 1.9% 1.9% 5.8% -0.9% 1.7% -0.5% 0.6% 0.9% 2.9% -9.7% 9.7%

AAG % 2.5% 3.8% 4.2% 2.5% 8.4% 7.0% 9.7% 5.9% 5.8% 3.4% 5.6% 3.6% 6.1% 4.4% 22% 3.9% 5.4%1

3.0M of  55 5.2 6.2 2.7 13.8 18.3 26.4 12.0 12.3 4.3 10.4 4.8 11.4 6.8 NA 5.5 10.32

Data For Taxable Property Regional Amenities/Infrastructure       Local Amenities/Infrastructure Abate- Totals

Suburbs IND COM R/A FED STA COU PRED NPC Total BDED LOC REL OTH Total ments TAX EX

1955 9.6% 10% 69% 3.1% 0.3% 0.3% 0.6% 0.6% 4.9% 3.2% 1.3% 1.4% 0.5% 6.5% 0.0% 88.7% 11.3%

1977 6.8% 15% 67% 0.8% 0.8% 0.4% 0.6% 0.8% 3.4% 3.4% 1.6% 1.8% 0.7% 7.6% 0.0% 89.0% 11.0%

2000 3.9% 16% 70% 0.4% 0.5% 0.3% 0.4% 0.9% 2.5% 2.1% 1.4% 1.4% 0.5% 5.5% 1.7% 90.4% 9.6%

55-00 -5.6% 5.9% 1.4% -2.7% 0.2% 0.0% -0.2% 0.2% -2.4% -1.1% 0.1% 0.0% 0.02% -1.0% 1.7% 1.7% -1.7%

AAG % 4.4% 7.5% 6.5% 1.8% 10.5% 7.4% 6.6% 7.4% 5.0% 5.5% 6.9% 6.5% 7.4% 6.1% 32% 6.5% 6.1%1

6.7M of  55 25.7 16.7 2.0 26.7 17.9 12.0 23.0 8.3 10.8 18.1 16.0 17.2 13.9 NA 16.7 13.92

 AAG%  is annual average growth rate for this property form, calculating by dividing the total of all annual growth rates from 1955-00 by 45.1

 M of 55 is the tax year 2000 assessed dollar value as a multiple of the 1995 value, calculated by dividing the 2000 value by the 1955 value.2



   This combination facilitates city-suburban comparison.  Table 3-11 had earlier shown59

that agricultural value was negligible in the cities, and Table 3-12 showed that agricultural value
fell from 9% to 2% of suburban value between 1955 and 2000.
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percentage of each county’s real property of that type is reported, with the city and

suburban percentage equaling 100%.  These are the only cells in the table which do not

also add up to the right.  For instance, in 1955, the $701 million in industrial value in the

cities was 59.5% of the county’s total value, with the suburb’s representing 40.5% of

industrial value.  Proceeding from the left, one set of columns at a time, I will report the

salient results from both Tables 3-20 and 3-21.  The first set of columns represents

taxable property.  These include industrial property (IND), commercial property (COM),

and the combined value of residential and agricultural property (R/A).   Table 3-2059

shows that  the 1955-2000 growth of taxable property as a multiple of 1955 value was

considerably higher in the suburbs.  Suburban growth rates were higher, given the greater

pace of development of new housing sub-divisions there.  Tables 3-6 and 3-7 showed,

however, that the inflation rate of already developed property, after adjusting for new

construction, demolitions and newly exempt property, was on average 2.3% per annum in

the cities and 3.6% per annum in the suburbs.  This is not an insignificant difference.  

The most remarkable results from the columns on taxable property concern the

manner in which there was a high degree of persistence in the proportion of commercial

and residential property in both the cities and the suburbs.  Residential property was 46%

of all real property value in the cities in 1955, 1977 and 2000 (Table 3-20), and remained

in the 67%-70% range through these years in the suburbs as well.  Commercial property

value fell in the cities from 29% to 25% of all real property value(Table 3-20), which was



Table 3-21: Assessed Value in Millions, % of Grand Total for 17 Counties, City and Suburban % of County Value

Taxable Property Regional Amenities/Infrastructure   Local Amenities/Infrastructure Totals

IND COM R/A FED STA COU PRED NPC Tot SCH LOC REL OTH Tot ABA TAX EX

%G.T. IND COM R/A FED STA COU PRED NPC Tot SCH LOC REL OTH Tot ABA TAX EX TOT1

City55 6.0% 16.8% 26.5% 0.8% 0.8% 0.3% 0.3% 1.2% 3.3% 1.7% 1.4% 1.4% 0.4% 5.0% 0.0% 49.2% 8.3% 57.5%

Sub55= 4.1% 4.4% 29.2% 1.3% 0.1% 0.1% 0.2% 0.3% 2.1% 1.4% 0.5% 0.6% 0.2% 2.7% 0.0% 37.7% 4.8% 42.5%

Coun5 10.0% 21.2% 55.7% 2.1% 0.9% 0.4% 0.6% 1.4% 5.4% 3.1% 2.0% 2.0% 0.6% 7.7% 0.0% 86.9% 13.1% 100%

City77 3.4% 9.8% 18.7% 0.4% 1.1% 0.5% 0.4% 1.3% 3.7% 1.5% 1.7% 1.1% 0.5% 4.8% 0.0% 31.9% 8.5% 40.4%

Sub77= 4.0% 9.1% 39.9% 0.5% 0.5% 0.2% 0.4% 0.5% 2.1% 2.0% 0.9% 1.1% 0.4% 4.5% 0.0% 53.0% 6.6% 59.6%

Coun7 7.4% 18.9% 58.6% 0.9% 1.6% 0.8% 0.7% 1.8% 5.8% 3.5% 2.7% 2.2% 0.9% 9.3% 0.0% 84.9% 15.1% 100%

City00 1.7% 8.3% 15.6% 0.2% 1.0% 0.6% 0.8% 1.3% 3.9% 0.7% 1.4% 0.6% 0.5% 3.2% 1.0% 25.6% 8.2% 33.8%

Sub00= 2.6% 10.8% 46.5% 0.2% 0.3% 0.2% 0.3% 0.6% 1.6% 1.4% 0.9% 0.9% 0.3% 3.6% 1.1% 59.8% 6.4% 66.2%

Coun0 4.3% 19.1% 62.1% 0.4% 1.3% 0.8% 1.1% 1.9% 5.6% 2.1% 2.4% 1.6% 0.8% 6.9% 2.1% 85.5% 14.5% 100%

C&S% IND COM R/A FED STA COU PRED NPC Tot SCH LOC REL OTH Tot ABA TAX EX TOT

City55 59.5% 79.2% 47.6% 37.1% 85.7% 71.8% 56.9% 81.8% 61.8% 55.3% 72.5% 69.9% 66.7% 64.5% NA 56.7% 63.4% 57.5%

Sub55 40.5% 20.8% 52.4% 62.9% 14.3% 28.2% 43.1% 18.2% 38.2% 44.7% 27.5% 30.1% 33.3% 35.5% NA 43.3% 36.6% 42.5%

City77 45.3% 51.7% 32.0% 47.2% 70.2% 69.2% 49.1% 72.1% 64.5% 41.9% 64.8% 50.4% 54.1% 51.7% NA 37.5% 56.6% 40.4%

Sub77 54.7% 48.3% 68.0% 52.8% 29.8% 30.8% 50.9% 27.9% 35.5% 58.1% 35.2% 49.6% 45.9% 48.3% NA 62.5% 43.4% 59.6%

City00 39.4% 43.6% 25.2% 44.9% 75.5% 72.2% 74.4% 70.2% 70.5% 33.2% 60.3% 41.3% 57.1% 47.2% 47.1% 30.0% 56.1% 33.8%

Sub00 60.6% 56.4% 74.8% 55.1% 24.5% 27.8% 25.6% 29.8% 29.5% 66.8% 39.7% 58.7% 42.9% 52.8% 52.9% 70.0% 43.9% 66.2%

 Each property type's assessed value as a % of the grand total property value in the 17 counties, from the bold-faced grand total column.1

Each property type's assessed value as a % of the total value of that type of property within the 17 counties, from the values above.2 
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matched by a corresponding increase from 10% to 16% in the suburbs.  This is consistent

with the growth of suburban malls, but is far less of a shift away from commercial value

in the cities than might be the common perception.  Also, in the case of industrial

property, there was a similar decline in the proportion of industrial property.  In the cities

the proportion of all real property that was industrial property fell from 10.4% to 5.0%,

and it fell from 9.6% to 3.9% in the suburbs.  

When the data on taxable property from Table 3-21 is consulted, however, a

different picture emerges.  While Table 3-21 showed declines in the proportion of all city

property and suburban property which was industrial property, Table 3-21 shows that as a

percentage of all real property in the county, in 1955 the cities had industrial property

worth 6% of all real property in the county, while the suburbs had 4.1%.  By 2000, the

cities had industrial property worth 1.7% of all property and the suburbs had industrial

property worth 2.6% of all real property.  As a result, as the bottom set of rows shows, the

city share of the county’s industrial property value fell from 59.5% in 1955 to 39.4% in

2000.  By 2000, the cities had a minority share of industrial property!  Likewise, the cities

went from having almost half (47.6%) of all residential value in 1955 to having

approximately one quarter (25.2%) in 2000.  And while commercial property value was

overwhelmingly a downtown phenomena in 1955, with 79.2% of commercial property in

the cities, by 2000 commercial property was in the majority in the suburbs, although the

cities still held 43.6% of commercial property in 2000.  Overall, as the totals column for

taxable property (TAX) shows, in 1955 49.2% of the grand total of all the property in the

county was taxable property in the cities, but this fell to 25.6% in 2000.  In 1955, a
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majority (56.7%) of all taxable property was found in the cities, but this fell to 30% in

2000.  As we have seen, this shift in the value of taxable property was associated with the

increased proportion of exempt property in the cities compared to the suburbs.  

Under the set of columns for regional amenities and infrastructure, I report the

percent of all real property in the cities and in the suburbs that is property tax exempt and

is owned by the United States of America (FED); by the State of Ohio (STAT); by county

government (COU); by private, nonprofit schools, colleges, and elementary and

secondary schools (PRED, a category which also includes some holdover value from

parts of various state universities in some counties), and by nonprofit charitable

institutions (NPC), the bulk of which is nonprofit hospitals.  This set of columns also

includes italicized Total columns for regional and local amenities and infrastructure.  The

total column for regional exempt property in Table 3-20 shows a steady increase for this

type of exempt property, measured as a proportion of all real property in the city. 

Regional exempt property grew from 5.8% in 1955 to 11.6% in 2000.  Of the five types

of regional exempt property, only federal property decreased in proportion from 1955-

2000, with (largely) private schools and colleges growing in value by a multiple of 26.4

and growing from .6% to 2.4% of all real property in the cities.  Suburban regional

exempt property also grew swiftly in dollar terms during this period, as shown by the

large multiples of 1955 value in the bottom row of Table 3-20.  However, as Table 3-21

shows, in the set of columns for the percentage of the grand total of all real property (%

G.T.), overall there was in fact no significant increase in the proportion of all county real

property devoted to regional amenities and infrastructure.  In 1955, 5.4% of all real
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property in the county was regional exempt property, and this was still at the 5.6% level

in the year 2000.  Nor was there a major change in the county proportion of local exempt

property.  If there can be said to be a post-industrial complex of public, nonprofit and

religious property in our urban counties, it has not grown overall any faster than the rest

of the social system of real property.  Instead, the value of these forms of property has

been redistributed.  The nature of this re-distribution may be of social significance.  As

Table 3-21 shows in the totals columns for all exempt property (EX),  there was little

overall increase in exempt property overall in these urban counties, from 13.1% of all

property in 1955 to 14.5% in 2000.  At the same time, the cities saw an increase in their

role as hosts to regional infrastructure, which grew from 3.3% of all property in the

county in 1955 to 3.9% in 2000.  The suburbs, on the other hand, saw a decline in the

regional infrastructure as a percentage of all county property, from 2.1% to 1.6%.  As the

bottom set of rows of Table 3-21 shows, the cities’ share of the counties’ regional exempt

property grew from 61.8% in 1955 to 70.5% in 2000.  

In and of itself, this does not appear to be a significant trend.  It must be seen,

however, as part and parcel of the other side of the exempt property coin, the changes in

the cities’ share of local amenities and infrastructure.  Under the set of columns for local

amenities and infrastructure, in Table 3-20 I report the percent of all real property that is

property tax exempt and is owned by local public school districts or intermediate school

districts (BDED); by township or municipal government (LOC); by religious institutions

for public worship (REL), including the ground attached to such places of public worship

that is not leased or used for-profit, as well as real property used for religious retreats or
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camping; other forms of local amenities and infrastructure (OTHER), a growing form of

exempt property that includes metropolitan housing authority property, graveyards, parks

and other miscellaneous forms of exempt property.  Overall, the totals column for local

exempt properties shows that there was no major change in the proportion of local

exempt property within the mix of the value of all property forms in the cities.  It grew

from 8.6% to 9.6% of all property in the city (Table 3-20).  This growth, however, was

nearly all due to the growth of local government property, with declines for school board

and religious property.  It is true that the suburbs also saw such a decline in the value of

school property as a proportion of all real property in the suburbs.  In Table 3-21,

however, the corresponding statistic to the 61.8% tax year 2000 share of regional exempt

property in the cities is reported.  In 1955, 64.5% of all local exempt property was in the

cities, but by 2000 only 47.2% of the value of local amenities and infrastructure was in

the cities.  In 1955, with their healthy school systems, dense networks of local churches

and synagogues, and city government facilities geared towards residential infrastructure

support rather than social control and social welfare, the central cities were the residential

as well as cultural and governmental hubs of their counties.  By 2000, this residential

infrastructure had been used to support suburban development through the extension of

city water and sewer systems.  Local government (LOC) overall had grown by a multiple

of 10.4 times (Table 3-20), but the cities now held a minority of all local exempt property,

and only about one-third (33.2%) of school property value in the county (Table 3-21).  As

was reported earlier, the per capita school property value disadvantage was perhaps the

starkest indicator of this shift in value within the overall mix of exempt property.  



137

Table 3-20 and 3-21 also shed additional light on the question of property tax

abatements.  As is apparent from Table 3-20, by 2000 property tax abatements

represented 2.9% of all real property in the cities and 1.7% in the suburbs.  Their annual

average growth rates (calculated from 1979-2000) were extremely high, although this was

affected by early outliers and a great deal of unevenness between counties as well as

between cities and suburbs within the same counties.  As Table 3-21 shows, the total

property valuation awarded property tax abatements was more than $1 billion in both the

cities and the suburbs.  Although such property is both commercial and industrial

property, it is helpful to compare it in size to the value of industrial property.  The value

of abatements is over half the value of taxable industrial property in the cities, and almost

half the value of taxable industrial property in the suburbs.  Nevertheless, property tax

abatements still represent only 2.1% of all real property in these counties. 

Discussion

This chapter made several primary contributions.  First, it presented an overview

of the social system of real property in the urban and suburban space of a major

midwestern industrial state.  Second, it introduced a method for analyzing the nature of

any observed increases in the proportion of exempt property.  Third, it introduced an

original typology of exempt property forms, dividing various types of exempt property

into local amenities and infrastructure and regional amenities and infrastructure.  Finally,

in this discussion, I would like to integrate some of the reported findings in order to

comment upon the implications of the relative size of the taxable commercial sector and

the exempt sectors.
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With respect to the overview of real property, the data reported revealed long term

changes in real and exempt property forms in Ohio.  There was an overall decline

throughout this period in the proportion of real property used for industrial purposes in

both the cities and the suburbs, with the proportion of industrial property in these urban

counties dropping from one-tenth of all value to less then one-twentieth of all value. 

While commercial property was about one-fifth of all property value in these counties

throughout the 1955-2000 period studied, in 1955 over three-fourths of all commercial

property was in the cities, while by 1977 it had fallen to just over half and by 2000 to less

than half.  Residential property remained overall just under half of all value in the cities

through this period and remained about 70% of all value in the suburbs.  While the

proportion of residential and commercial property in the cities remained approximately

the same, this chapter found that the proportion of exempt property in the cities increased

from 14.5% in 1955 to 21.2% in 1977 and 24.1% in 2000.  Industrial property declined

5.4% as a proportion of all real property in the cities from 1955-2000, while exempt

property increased 6.7%.  While it is true that residential property did not increase its

share of all real property, this chapter reported that its share of taxable property grew by

7% in both the cities and the suburbs.  This has important implications.  It means that

residential property bears an increasing share of the overall property tax burden.  But it

also means that more and more taxable property is controlled not by companies and

corporations but by individuals and families.

With respect to the method for analyzing increases in the proportion of exempt

property, the chapter outlined nine possible combinations which can explain increases in
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one area compared to adjacent areas, in this case in the cities compared to the suburbs. 

The chapter demonstrated a method for systematically studying which of these

combinations of trends was associated with the empirical findings.  The results show that

it is misleading to conclude that this simply means that a growing post-industrial complex

of public, nonprofit and religious property replaced industrial, commercial or residential

value in the cities.  It concluded that the cities’ increased proportion of exempt property is

not based upon an explosion in the growth rate of exempt property value compared to the

suburbs.  Nor was there any acceleration of the growth rate of exempt property within the

cities over the course of this period.  Instead, the increased proportion of exempt property

in the cities has by and large been an artifact of a lower growth rate for taxable property in

the cities compared to the suburbs.

As it concerns the typology of exempt property forms, the chapter found that the

cities have a growing and disproportionate share of exempt property that is regional

amenities/infrastructure.  Regional exempt property doubled as a proportion of all exempt

property, to the double-digit percentage level.  By 2000, half the exempt property in the

cities was regional exempt property but in the suburbs only one-fourth was regional

exempt property.  This means that approximately three-quarters of all exempt property in

the suburbs was local amenities/infrastructure while in the cities only about half was the

kind of property most closely related to quality of life and residential property values.  In

other words,  the growth in the dollar value of exempt property in the cities was a result

of the growth of regional exempt property, which grew almost twice as fast as local

exempt property, whereas in the suburbs, the opposite was the case, with local exempt



140

property growing considerably faster than regional exempt property.  On top of this, the

per capita school property value in the suburbs was 39% higher than in the cities.

Another important conclusion is that the property valuation of the commercial

sector and the exempt sectors have been roughly similar in size and have had similar

growth curves in recent decades.  Commercial property was between 18-21% of all

property in these urban counties during these decades, while exempt property was 13-

15% of all real property during this same period (Table 3-21).  There are several

important implications of this finding.  First, it means that it is unlikely that the exempt

sector could expand sufficiently to displace a significant portion of the commercial sector. 

Second, it means that it is possible to answer, indirectly, the counterfactual question

identified earlier.  The results show that the commercial and exempt sector are of

comparable size.  The results also show that there was a relatively slow growth rate of

residential property.  These two findings support a conclusion that  the commercial and

residential sectors could not have grown fast enough to have developed the land which

was developed into exempt property by the public, nonprofit and religious sectors.  Third,

the distinction between local and regional exempt property suggest that much of local

exempt property (primarily city property) and regional exempt property (primarily county

property) is infrastructure necessary for the successful development of industrial,

commercial and residential property.  Exempt property is not merely some burdensome,

optional part of the social system of real property.  It is intimately linked to the successful

development of taxable property.  This distinction between local and regional exempt

property shows that a goodly part of local regional property is local amenities (schools,
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places of public worship, etc.) which are not only essential to quality of life in city and

suburb but are highly associated with residential development.  

Finally, regional amenities such as hospitals and cultural institutions, while being

a  disproportionate share of property in the cities, also serve to improve the regional

quality of life.  While the data in this chapter do not support the conclusion that there has

been an explosion of the growth rate of local and regional exempt property in either the

cities or the suburbs, the fact that the public, nonprofit and religious sectors have

continued to maintain their important place within the overall social system of real

property bodes well for the long-term development of these sectors as post-industrial

complexes of exempt property within counties that are experiencing a decline as

industrial centers.
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CHAPTER 4: DISPLACEMENT OR DEVELOPMENT? 

When newspapers or government reports announce increases in the value of

exempt property, it is often assumed that the reason is that some branch or another of the

government or some nonprofit or religious organization has removed more land and

building value from the tax rolls.  That assumption leads to the conclusion that any

increased tax rates or cutbacks in services were likely caused by the increase in exempt

property.  It may be erroneous to assume, however, that increases in the value of exempt

property are associated with a decreased amount of taxable property.  There are several

sources of error in such an assumption.  

First, some of the increase in value may stem from improvements to already

exempt land, such as landscaping or recreational facilities. Second, some of the value

may result from new construction on already exempt parcels of property.  Third, there is

inflation in the assessed value of pre-existing parcels of exempt property.  These three

reasons for increased exempt property value are shown in Column A of Figure 4-1.

True, there are circumstances under which increases in the total amount of exempt

property involve new parcels of exempt property.  These are outlined in Column B of

Figure 4-1.  The first is when undeveloped land becomes exempt.  Despite the fact that

undeveloped land becoming exempt might never have been further developed  by taxable

entities, it does represent value coming off the tax rolls, and this chapter will document
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the extent to which this takes place.  This possibility is recognized in cell # 4 of Figure 4-

1.  The second is when developed property becomes exempt, which is recognized in cell

#6.  When viable developed taxable property becomes exempt – which  I call

displacement – this can be problematic, depending upon the extent of such removal. 

Some of the value of developed property becoming exempt, however, is represented by

parcels that contain buildings that are vacant, abandoned, or which require considerable

renovation.  In those cases, the property value/land value ratio tends to be considerably

lower than those of viable developed property.  As a result, the value of such parcels

becoming exempt tends to contribute to percentage displacement scores that are in the

50% range, meaning that when they become exempt they constitute as much development

as they do displacement.  After all, just as with the land-only parcels becoming exempt,

such run-down parcels might never have been re-developed by the private sector.   

Figure 4-1: Six Sources of Increased Value of Exempt Property

A.  Three Sources of Increased Value 
for  Existing Exempt Parcels

B.  Three Kinds of Newly Exempt Parcels 

1.  Improvements to Land 4.  Land Value Only

2.  New Construction/Renovation 5.  Building Value Only

3.  Inflation of Existing Value  6.  Developed Property 
(Land and Building Value)

All in all, there are six possible reasons for an increase in the value in exempt

property.  To summarize, Column A displays three reasons for the overall increase in

exempt property which do not involve removal of value from the tax rolls: (1)

improvement to the land, such as landscaping; (2) New construction on undeveloped
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parcels of exempt land or improvements to the buildings on the parcel (renovations,

additions, etc.), and (3) the increased market value of existing exempt property, which is

periodically reflected in increased assessed value.  Column B portrays three other reasons

which represent removal of value from the tax rolls: (4) removal of undeveloped land

from the tax rolls, (5) newly exempt building value not associated with newly exempt

land value (mainly certain kinds of property tax abatements), (6) removal of developed

property with both land and building value from the tax rolls. 

In this chapter I test a theory which seeks to distinguish whether the growth in the

value of exempt property that did involve the removal of taxable parcels from the tax

rolls represented displacement or development.  In cell #6 of Figure 4-1, taxable

developed property with both land and building value is removed from the tax rolls.  If

the ratio of the property value of all such parcels of property divided by the land value of

all such parcels is equal to or greater than the taxable property ratio that year, this would

be evidence for the theory of displacement.  It is also necessary, however, to factor in the

total value of the parcels of property only containing land value becoming exempt that

year (cell #4).  I discuss the details of these calculations below.  

If the only newly exempt property value consists of land value (cell #4), no

displacement has taken place.  According to my definition of displacement, when only

land value is removed from the tax rolls, the removal is seen as consistent with the

development of public, nonprofit and religious facilities.  The land on which the

organizations developed their facilities may never have been further developed as taxable

property with developed residential, commercial or industrial buildings.  This is why it is
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defined as development, not displacement.  In other words, determining or displacement

is not a simple matter of counting up the property value removed from the tax rolls.  

This chapter has seven sections.  First, I review literature relevant to the debate

about the extent of removal of exempt property from the tax rolls.  Second, I discuss 

theoretical material related to displacement versus development.  Third, I present the data

and method for testing the theory of displacement versus development, using data from

the same seventeen cities and suburban areas discussed in chapter 3.  Fourth, I analyze

evidence concerning whether the increased value of exempt property is due to inflation

and new construction (Column A in Figure 4-1) or to newly exempt value (Column B in

Figure 4-1).  Fifth, I analyze the extent to which land value alone has become exempt

(cell #4 in Figure 4-1).  Sixth, I apply displacement-development analysis to the data from

Ohio’s urban counties and discuss the results.  I first discuss the results for the

combination of residential and agricultural property from 1955-2000, comparing cities

and suburbs.  Next, I do the same for the combination of commercial and industrial

property.  Finally, I present the cumulative index scores for residential-agricultural and

commercial-industrial property.  In the seventh section I discuss these results as well as

the data limitations associated with measures of displacement-development using the

available aggregate data.  I then explain the value of doing a case study of the exempt

property in a single county, using both aggregate data and parcel level data, as I do in

chapter 5.  
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Section One: Literature Review

Were does exempt property come from?  As chapter 2 showed, as of 1802 in

Ohio, all land was exempt unless made taxable by an act of the General Assembly. This

soon changed, as new laws levied property taxes on most property and specified several 

kinds of exemptions and abatements.  Although the state of Ohio soon repealed the

abatements, exemptions were soon given constitutional authorization.  The early

legislation exempted land already used for exempt purchases such as public worship,

public schools, private schools and colleges, and governmental and public uses.  Since the

passage of that legislation, additions to exempt property have involved the acquisition of

taxable real property (undeveloped land or developed property) that had in the past been

residential, agricultural, commercial or industrial in nature.  

Persons concerned about the growth of exempt property often decried the removal

of taxable property from the tax rolls.  The charge made was that such removal caused an

increase in taxes or a decrease in services.  The extent of removal, however, was often

confused with growth in the value of exempt property associated with inflation  and with

new construction on already exempt parcels.  

Also relatively unacknowledged in this previous research were counterfactual

questions regarding whether or not the property becoming exempt would have ever been

developed by taxable entities.  Finally, there was a failure to consider whether some of

the developed property becoming exempt was still viable for taxable purposes at the time

of original acquisition.  
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Early Research on “Removal” of Exempt Property From Tax Rolls

The first research on exempt property was conducted in New York, but concerned

national trends (National Industrial Conference Board 1923).  This research traced the

history of tax exemptions back to the honor due to the patrician and upper classes during

the Roman Empire.  This was contrasted with the principle of universality of taxation

found in modern democratic societies, a principle seemingly contrary to such exemptions. 

Property tax exemptions were seen as violating this principle:

Special privilege and democracy have been eternally mortal enemies.  Tax
exemption is a form of privilege which modern society has seen fit to curtail, and
the significance of this movement from the standpoint of democracy cannot be
underestimated . . . As the taxable base becomes narrower and narrower through
the fiat of legislative bodies, the state must reach further into the pockets of those
whose property and incomes are subject to assessment and their burden is thus
correspondingly enhanced.  As a result, the whole fiscal system becomes
unbalanced and irritation is constantly generated.  Tax exemptions thus serve to
bring the true principles of democracy into conflict with forms of privilege for
which justification may be doubtful . . . The principle of universality of taxation is
considerably weakened when conditions exist which have a tendency to extend to
certain forms of taxable wealth exemptions which may not be justified by the
public service they render (1923: 58).  

Referring specifically to property tax exemptions for religious, charitable and educational

institutions, the authors acknowledged, “The underlying hope is that the loss thereby

entailed to the public coffers will be insignificant beside the enhancement of the welfare

of the community which is expected to result from the establishment of these institutions”

(1923: 61).  Still, the post-World War I expansion of the public sector raised the concerns

of the business community about increased taxation, and tax exemptions were seen as

exacerbating that burden.  

Martin Gaudian’s research on exempt property in Ohio, conducted at Ohio State
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University, also linked the growth of exempt property to the increased property tax

burden (Gaudian 1926).  He expressed concern that the property tax burden was uniquely

born by “the class which pays almost all of the local assessments and a good share of the

state taxes,” and he suggested that research into property tax exemptions might reveal

reforms which could reduce that burden (1926: 3).  He wrote:

The statistics in every state tell the same story namely, that the number and
amount of exemptions have shown no sign of abating and have kept pace with the
general increase in taxable property and wealth.  This fact is realized by very few. 
It is also important from the moral standpoint for it represents an influence which
is rapidly undermining our government and institutions by striking at the very
heart of democracy through its advocacy of subsidy and special privileges, the
antithesis of liberty and equality (1926: 4).  

He contended that there are “places in the state where local finances would be materially

strengthened and relieved of their distress if they were not compelled to carry the burden

of those exempted institutions which frequently are of no advantage but on the contrary

impede the progress of the community” (Gaudian 1926: 5).  Gaudian reported that taxes

of federal, state and local governments represented 11.5 percent of the national income in

1923, compared with 6.4 percent in 1913.  He predicted that the burdens of taxation

would continue to grow in the years ahead. 

To an extent, Gaudian recognized the empirical problem associated with

distinguishing whether the growth of exempt property as a proportion of all real property

was associated with new construction on already exempt land or the acquisition of

already developed property.  He pointed out:

. . . encroachment upon a taxable land is more important than the increasing
number in value of buildings, for once land is put on the exempt list it reduces the
taxable property whereas a newly constructed building would merely increase the
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value of the exempted amount of property.  Another reason is that once land and
buildings are combined we cannot separate the increase into the item causing it. 
We could hardly answer the question whether it was new buildings of those
classes already exempt or additional [developed] property not on the list in 1910. 
There is no other way of telling whether the increased value of exempted
buildings in 1924 as compared with 1910 is due to new construction, to
improvements made upon buildings exempted in 1910, or to simply increased
valuation of such buildings exempted in 1910 than to go through the duplicates of
both years and examine each separate item for buildings.  It would take years for
one person to do this (Gaudian 1926:20).  

Just as Doty briefly mentioned the empirical problem which was the focus of the last

chapter (Doty 1938), in the above passage Gaudian identified the very same empirical

problem which this chapter addresses, namely the difficulty of documenting the extent to

which increased exempt property value represents removal as opposed to renewal,

displacement as opposed to development.  Gaudian recognized the empirical problem, but

was unable to solve it.  

Doty treated the growth in the proportion of exempt property as a matter of the

removal of property from the tax rolls: “Through tax exemptions large amounts of

property have been removed from the tax rolls” (Doty 1938: 2).  After documenting the

increased proportion, he furthermore concluded:

The ownership of property by the various governmental jurisdictions removes it
from the tax base and thereby narrows the base . . . In general such exemptions
receive little attention and appear to do little harm.  It is possible, however, that
when the amount of such property in a particular locality becomes large and when
there are not off-setting advantages that an inequitable burden may result (1938:
53-4).  

He continued to argue in this vein: “When property is removed from the tax base the base

becomes narrower and the remaining properties must bear the increased burden (if such

should result)” (1938: 68).  
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Unlike Gaudian, Doty, did not ask whether increased exempt property value

represented, on the one hand, removal of land and/or developed property, or, on the other

hand, increased value of existing exempt property.  He did point out, however, that there

was no evidence that tax rates were higher in jurisdictions where there were higher

proportions of exempt property.  He cited Jensen to the effect that this may be due to the

positive property tax capitalization impact of the amenities associated with exempt

property (Jensen 1931).  In other words, tax rates did not have to be higher when property

is removed from the tax rolls.  This happens when the additional amenities associated

with this property increase property values enough to produce more property tax revenues

than were lost from the revenue generated by the newly exempt property.  In such a case,

there is not a need for either increased property tax millages or decreased levels of public

services.  Such a positive property tax capitalization effect is contrary to the negative

property tax capitalization thesis discussed by McEachern, which assumes that increased

exempt property doesn’t have sufficient marginal amenities-linked effects on property

values and subsequent revenues to offset the lost revenues associated with newly exempt

property.  Instead, the loss of revenues associated with newly exempt property results in

increased millages or in reduced levels of public services, both of which are capitalized in

reduced levels of growth of property values compared to adjacent jurisdictions not

experiencing such levels of newly exempt property.  Whether such a property tax

capitalization effect was associated with new amenities produced by displacement or by

development would be difficult to discern.  But the first research step is to ascertain the

extent of displacement or development.
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Davies, like Gaudian and Doty, adopted an approach which viewed the fiscal

impact of property tax exemptions as a matter of the net tax revenue loss associated with

the growth of exempt property valuation (1949: 62).  He was concerned that the owners

of a smaller proportion of all property were “called upon to bear 100 percent of the load”

(1949: 64).  With a 1923 base of 100, he showed that the value of exempt property grew

to 164 in 1933 and 190 in 1943, although there was a slower growth rate from 1933-1943

than a decade earlier.  He found no increase in the proportion of exempt property to total

property, which was 10.66% in 1933 and 10.33% in 1943. Nevertheless, Davies

concluded, “If exemptions were removed and the same level of expenditure maintained,

the actual county rate would be reduced almost 2 percent” (1949).  

Davies limited his serious recommendations, however, to proposing the inclusion

of the amount of exempt property in the state’s formulas for providing aid to local

governments, to advocating for more accurate classification and assessment of exempt

property, and to a call for more careful attention to the legal requirements for exemption.

He also focused his attention on the “piling up of a burden upon assessed property

in a very limited geographic area” (1949: 70).  Davies concluded:

The available data confirm the belief that a geographic disparity of burden does
occur.  The data further confirm the belief that significant amounts of revenue are
involved and that a definite contribution to the problem of local finance might be
possible by revision of exemption policy (1949: 122).  

Over the course of these three studies of exempt property in Ohio, there was a

gradual improvement of methods used, data available, and degree of objectivity.  All

three studies, however, foundered on their tendency to equate growth of exempt property
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valuation per se with a deleterious removal of property value from the tax rolls and a

subsequent increase in taxation or reduction of services. 

Modern Research on the Impact of Exempt Property

A number of social scientists have argued that the nature of the property tax and

the growth of property tax exemptions or abatements are contributing factors to urban

decay (Rostow and Rostow 1963; McEachern 1981), to the stratification of place (Logan

1978), to reduced quality of life (Gyourko 1991), to inadequate urban school system

property tax revenue (Beltramo 1987), and to city and county government fiscal

incapacity (Mullen 1990).

Raimondo reviewed a number of cost-benefit studies of the fiscal impact of tax

exempt property, most of which focused on national forests and public land in general

(Raimondo 1980).  He demonstrated the analytic difficulties associated with properly

measuring both costs and benefits of exempt property.  He discussed a variety of federal

programs making payments in lieu of taxation for federal lands, programs which go as far

back as 1802.  Most were related to federal property in rural areas.  

Bradford and Kelejian presented an econometric model of residential choice, in an

effort to explain flight to the suburbs (1973).  Among the feedback loops in their

cumulative flight hypothesis was the manner in which suburban flight resulted in a

heavier tax burden on the remaining middle-class families in the cities, thus stimulating

additional flight.  Increased central-city taxes were seen as a dispersing force.  Building

upon this hypothesis, McEachern raised (but did not test) a hypothesis that the growth of

property tax exemptions involves a self-reinforcing process and has been a contributing
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factor to urban decay (McEachern 1981).  

McEachern’s work suggested a mechanism similar to theories of self-reinforcing,

path dependent institutional change (Mahoney 2000), a line of analysis requiring

extensive econometric analysis of feedback loops.  According to McEachern’s urban

decay hypothesis, each augmentation in exempt property results in one of two things:  (1)

a subsequent property tax increase in order to sustain the existing level of public services,

(2) a subsequent reduction in the level of public expenditures on those amenities. 

McEachern observed:

It is also clear that if the tax-exempt institution must own the property (rather than
simply rent it) for the exemption to be valid, they are more apt to buy property
than to rent it.  Thus . . . the tax exemption encourages institutions to buy more
property than would otherwise be the case (McEachern 1981: 186).  

His observation suggests that while buy decisions (purchase of developed taxable

property) contribute to displacement, build decisions (purchase of undeveloped land)

contribute to development, and rent decisions are neutral.

McEachern pointed out that tax-exempt institutions are privileged in bidding on

suitable property, because they only have to take selling price into consideration, not

subsequent property taxes.  Quigley and Schmenner also argued that “ . . . the grant of tax

exempt status to any organization will generally permit that organization to bid higher

prices for comparable real estate than other prospective land users” (Quigley and

Schmenner 1975: 273).  This may attract property-owning, tax-exempt organizations to

cities with higher tax rates, McEachern argued.  McEachern said when “the tax exempt

simply displaces existing, taxable property, then the public service requirements may not
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change; but, since the tax base has diminished, the tax rate must increase” (McEachern

1981: 1987, my emphasis).  Also:

If these higher tax rates become capitalized into the value of property, property
values in the high-tax city will fall relative to property values in other cities,
making the high tax city even more attractive for tax exempts.  The influx of tax-
exempt institutions may therefore feed on itself  (McEachern 1981: 197).  

While McEachern theorized such a feedback loop for the impact of the growth of the

value of exempt property, he did not assume a causal relationship.  He recognized the

difficulty of determining a causal relationship between tax-exempt property and tax rates:

The ambiguity stems in part from a basic question of causality: do cities have a
higher composition of tax-exempt property because taxes are high, or are taxes
high because the composition of tax-exempt property is higher . . . Both of these
could be related to some third factor such as the greater demands placed on central
cities for both the services provided by the public sector and services provided by
tax exempts (McEachern 1981: 190).  

While McEachern focused primarily upon charitable, religious and educational

institutions, Mullen defined the problem of property tax exemptions more broadly, to

include both private property and public property.  He argued that property tax

exemptions were long thought to cause locational distortions, encourage non-optimal land

use, and increase the regressivity of the property tax.  Most relevant to the present city-

suburban comparison, he pointed out: 

Finally, inter-jurisdictional problems may arise when geographically concentrated,
exempt activities distribute benefits in a more spatially uniform manner.  This
phenomenon imposes disproportionate burdens on property owners in
jurisdictions containing relatively high proportions of exempt to taxable property
(Mullen 1990: 467).  

A similar argument was made by Pfister:

The problem that arises with the uneven distribution of exempt property is that the
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benefit area for the activities using the exempt property is usually much greater
than the local taxing jurisdiction that bears the cost of the exemption (Pfister
1976: 441).  

Mullen found that property tax exemptions contributed to local fiscal stress, by reducing

taxing capacity.  In other words, the implication of his analysis is that in jurisdictions with

higher levels of exemptions, there has been a good deal of displacement.  His data,

however, did not permit him to track whether higher levels of exemptions were in fact

displacement, rather than the mere augmentation of the exempt property value of already-

exempt parcels.  

Research on exempt property has not uniformly been critical of property tax

exemptions.  As Peter Dobkin Hall pointed out recently, “Scholars of nonprofit

organizations have tended to treat tax exemption as a right rather than as a contingent

privilege that is subject to the will of courts, legislatures, and public opinion” (Hall 2002:

253).  Hall’s own study was highly critical of the role of property tax exemptions in

undermining the fiscal health of New Haven.  

A number of scholars, however, have been skeptical of the extent of the allegedly

negative impact of the growth of exempt property.  Among these is Dick Netzer.  Netzer

argued that property tax exemptions are not the cause of local government’s fiscal

problems.  Even were exemptions eliminated these problems would still be present, he

argued (Netzer 1972, cited by Pfister 1976).  Netzer repeated his view recently, albeit

only as it concerned nonprofit organizations.  He concluded:

In the three states shown, the assessed value of tax-exempt property of nonprofit
organizations is so small a share of taxable assessed values that, were these
exemptions eliminated and the formerly exempt organizations required to pay the
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standard property tax . . . the reduction in property taxes paid by existing taxable
property would be negligible (Netzer 2002: 65).  

Nevertheless, Netzer did challenge the propriety of property tax exemptions for what he

called “commercial nonprofits,” including nursing homes and hospitals, which are

financed largely by fees paid by third parties.  

Netzer’s article was published in the most significant recent contribution to

literature on property tax exemptions, the 2002 Urban Institute book, Property Tax

Exemption for Charities: Mapping the Battlefield (Brody 2002).  The editor, Evelyn

Brody, expressed the prevailing outlook of the book in her introduction.  She pointed out

that the property tax exemption is poorly understood, little studied, and under attack by

those concerned that large property holding nonprofits are acting more and more like for-

profits.  She pointed out that it is harder and harder to distinguish nonprofit entities from

for-profit or public entities, given their common activities in a number of fields.  

A number of authors are concerned less about the extent of any increase in

proportion, or even with any absolute increase in value, than they are with whether or not

the form of the exemption is consistent with the donative theory, which seeks to

distinguish commercial enterprises from truly philanthropic endeavors (Columbo and

Hall 1995).  Grimm applied the donative theory to a study of 129 Indianapolis nonprofits

(Grimm 1999).  He cited the distinction between commercial nonprofits made by Henry

Hansmann (1989), who defined philanthropies as those who receive nearly all of their

income from fees for services.  Applying a threshold that 50% of all revenue should be

donations of money or other in-kind resources such as volunteer labor, Grimm found that
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78 percent of his sample of nonprofits would not qualify for a property tax exemption

were such a threshold applied.  At the lower 33% threshold, 40 percent would still be

ineligible.  Educational and health nonprofits were least likely to reach the minimum

donative threshold, he found, but so were a substantial number of other forms of

nonprofits, including human services organizations.  Were property tax exemptions

eliminated, the impact on nonprofit organizations that owned real property would be

equivalent to a 2-3% reduction in revenue (Cordes, Gantz, and Pollak 2002).

Despite the considerable previous research on exempt property, none of the

existing analyses of the property tax exemption have permitted conclusions about the

extent to which exempt property has involved the actual removal of developed property

from the tax rolls, as opposed to the removal of land and the subsequent development of

buildings for exempt use.  Until such data can be reported, as this chapter and chapter 5

will seek to do, it is difficult to ascertain the extent to which the growth of the absolute

value of exempt property, regardless of the proportion of total property which is exempt,

has represented a negative externality.  

Section Two: Theoretical Perspectives

Seeking to test the implications of Perrow’s concept, externalization of costs, I

asked whether the growth of the public and nonprofit sectors might be problematic in

some way.  I posed this question, however, within a profession (social work), a discipline

(sociology) and two fields (voluntary sector research and urban studies) which have

tended to see the public and nonprofit sectors as an important element of the solution to

social problems, rather than as part of the problem.  In particular, the field of voluntary
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action research has tended to see the nonprofit sector as a sector worthy of defense against

the emergence of criticism, including criticism of nonprofit tax exemptions (Balk 1971;

Gaul and Borowski 1993) and critics of religious tax exemptions (Larson and Lowell

1976).  As Charles Perrow commented concerning voluntary sector discourse: “The

underlying tone of much of the scholarship and certainly the hot topic ‘the third way’

suggest that nonprofits are the mainstay of civil society” (Perrow 2002a).  

External Conceptual Problem

This dilemma amounts to what is known as an external conceptual problem

(Laudan 1977).  An external conceptual problem is one kind of conceptual problem.  It is

a conceptual problem created when a new theory is liable to be seen as incompatible with

the existing world views of scientists or the general community.  One form which such

external conceptual problems can take is when the pursuit of a particular theoretical

perspective gives rise to a real or perceived inconsistency with normatively-derived world

views.  For instance, Tucker has argued: “Finally, conceptual problems arise when the

central thrust of a particular theory is seen to be incompatible with, or as not offering

mutual reinforcement for, broader extrascientific beliefs, or certain social or political

ideologies” (Tucker 1994: 329).  

There may be, in other words, a conceptually problematic incongruence between

my theory that the public and nonprofit sectors may generate negative externalities and a

research tradition strongly influenced by a world view that sees these sectors as

fundamentally beneficial for society.  For example in his article in the Philanthropic

Monthly, “Let’s Champion Nonprofit Human Service Delivery,” Peter Swords, President



   Swords also authored an excellent 1981 study for the Association of the Bar of New60

York State which shows that charitable property was a relatively small part of the tax base and a
shrinking proportion of all exempt property (Swords 1981).  The title of his later article is chosen
only to illustrate this conceptual problem.  
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of the Nonprofit Coordinating Committee of New York, argued in favor of property tax

exemptions for nonprofit organizations (Swords 1994).   It is true that in recent years60

there has been some published discussion of the so-called dark side of organizations

(Vaughan 1999).  Hinings and Greenwood pointed out that research concerning the dark

side of organizations can be traced back to Selznick’s TVA and the Grassroots (Selznick

1949, cited by Hinings and Greenwood 2002).  The most recently published book

addressing the question of property tax exemptions has a full range of outlooks on

property tax exemptions, both supportive and critical (Brody 2002).  In general, however,

it is uncontrovertible that within the literature on the nonprofit sector there is a generally

positive normative evaluation of the nonprofit sector.

The conceptual problem here is that a theory which entertains the notion of

negative externalities generated by the nonprofit sector (or the public sector for that

matter) is a theory which potentially problematizes that very sector.  It threatens a

theoretical cognitive dissonance, resulting in what has been frequent refrain when the

topic of my present research is described: Why pick on the nonprofit sector?  By

acknowledging this external conceptual problem, I help highlight the ways in which my

theoretical perspective and research design seek to resolve it.  

First, I utilize a competing these perspective (Platt 1964).  Of the two competing

theses, one (the development thesis) recognizes the possibility that the growth of the
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public and nonprofit sectors has involved a rather benign development process.  The use

of an explicit competing theses perspective is a potent antidote for troublesome external

conceptual problems.  Such a perspective permits the consideration of a controversial

hypothesis which might not otherwise be kindly entertained.  It does so by counterpoising

it to an alternative hypothesis, rather than merely to a null hypothesis, although the null

hypothesis is retained by the possibility of insufficient evidence for either of the two

competing theses.  

Compared to single hypothesis testing, a competing theory perspective makes it

somewhat easier to maintain scientific objectivity, due to a reduced investment in

producing findings that buttress the single hypothesis.  With two competing hypotheses,

one cannot lose, because it is likely that one of the two hypotheses will be confirmed,

although the possibility of inconclusive findings remains.  In some cases, and this is true

in the present case, the competing theses are not mutually exclusive.  In this case the task

becomes ascertaining whether there is a predominance of evidence for one thesis as

opposed to the other.  

The second way in which I address the identified external conceptual problem is

by incorporating a discursive and metaphorical strand, namely the well-known discourse

on the tragedy of the commons (Hardin 1968).  The displacement thesis suggests the

possibility of a tragedy of the commons.  In the well-known theoretical metaphor of

Hardin, the commons is a public sheep grazing area.  When individual sheep herders

increase their sheep’s grazing on the commons, but fail to recognize that many others may

also do so, a tragedy of the commons – overgrazing – may take place.  The same thing



   This discourse is clearly related to the theory of externalities, as is shown by the61

following statement by Joseph Stiglitz: “Wherever there are such externalities, the resource
allocation provided by the market may not be efficient.  Since individuals do not bear the full
cost of negative externalities they generate, they will engage in an excessive amount of such
activities; conversely, since individuals do not enjoy the full benefits of activities generating
positive externalities, they will engage in too little of these” (Stiglitz 1986: 88).  Furthermore, he
pointed out, there is a specific type of externality that is directly related to what might be thought
of as the commons.  He argued, “There is a particularly important class of externalities referred
to as common resource problems.  The central characteristic is that there is a pool of scarce
resources to which access is not restricted.  Consider a pond popular with fishermen.  The
difficulty of catching a fish depends on the number of other fishermen.  Each fisherman causes a
negative externality on the other fishermen” (Stiglitz 1986: 179).  In fact, so-called common
property externalities have been explicitly related both to grazing lands (Guttman 1982) and to
fisheries (Holland 2000).  Recently a theory of common resource pools has evolved which is
explicitly related to the tragedy of the commons (Ostrom 1990; Schlager 2002), but which
recognizes the ways in which human cooperation can often avoid such tragedies.  
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can happen with the collective impact of the decisions made by public and nonprofit

organizations about how to obtain more space for their operations.  Often they are eligible

for property tax exemptions, and they may view property tax exemptions as an unlimited

resource, just as the sheep herder may think the commons could never be denuded of

grazing lands.  They may not realize that their decision to buy developed property rather

than to rent space or to buy land and build on it could result in the overuse of the property

tax exemption and the undermining of the taxable property base necessary for preserving

the very public culture to which they hope to contribute.  Sheep herders may have the

right to graze, and public and nonprofit managers may have the right to buy developed

property, but with the achievement of social rights comes social responsibilities which, if

not recognized, can lead to tragic outcomes.61

The displacement thesis is consistent with the view that increased property tax

exemptions have produced a tragedy of the commons.  This development thesis suggests

the possibility that the growth of the public and nonprofit sectors has involved a triumph



   In order to contribute to a sociology of externalities, Callon argued for a focus on62

“omnipresence of overflows” associated with the social costs not contained within the production
process or market transaction.  She suggested three methods for doing so: (1) identifying the
overflows, i.e. proving the reality of the overflow, (2) identifying the sources of the overflows
and their impacts, i.e. “who is responsible for them and who is affected by them,” and (3)
developing a “measuring instrument” for quantifying the overflows (1998: 257).
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of the commons, with the commons being post-industrial districts of public, religious and

nonprofit property in our city centers and urban counties.  These post-industrial districts

may function as early 21  century successors to the early 20th century Marshallianst

industrial districts.  

 By utilizing a competing theses perspective, and by linking the competing theses

to a contrasting discourse, I seek to resolve the external conceptual problem without the

necessity of dulling the possibly sharply critical implications of any findings consistent

with the displacement thesis.  The solution involves the fair consideration of two possible

theoretical and metaphorical characterizations of the growth of property tax exemptions. 

The theoretical characterizations are displacement and development.  The metaphorical

characterizations are tragedy of the commons and triumph of the commons.  In the

concluding chapter, I will discuss the implications of the empirical findings for both

characterizations. 

Section Three: Method of Displacement-Development Analysis

This section introduces a simple index which is relevant to theoretical issues

raised by Perrow and others about externalization of costs.   The index is designed to62

solve the empirical problem discussed in the introduction, and to do so in a way which

makes it possible to test my competing theses of displacement and development.  After



  The essence of quantitative empirical research does not lie in the complexity of the63

mathematical model used.  In fact, simplicity should be the first resort.  In his critique of the
deleterious impact on theory of the advent of computational power, Sörensen did not argue that
sociologists should abandon quantitative analysis (1998).  Instead, he argued that canned
statistical programs often displaced mathematical models designed for specific theoretical
purposes.  Furthermore, he contended that such mathematical models need not be complicated.
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all, as Stewart Clegg pointed out, “Ultimately the usefulness of theories is not decided

just by the cut and thrust of intellectual fencing but also by their capacity to address and

resolve empirical puzzles” (Clegg 2002: 433).  The empirical problem is how one could

know whether in any one year the overall net shift of land and building valuation from

taxable to exempt status represented displacement or was more consistent with

development.  In order to solve this empirical problem, I rely upon a simple index, which

is constructed from the ratio of two ratios, and upon two statistics derived from that

index, the most interpretable of which is a percentage displacement statistic.   63

Solving the empirical problem involves learning whether the net shift of land and

building valuation from taxable to exempt status involved displacement or development. 

By net shift, I mean the net positive or negative figure obtained from the difference

between the total amount of land and building value of all parcels becoming exempt and

the  total amount of land and building value of all parcels becoming taxable in any one

year.  The source of these data are the Real Property Abstracts for each taxing district in

the county seat, summed to city totals, and the county total minus the city total,

representing the suburban totals.  As summary data for each year from 1955-2000 will

show (see Table 4-4 and Table 4-5), when all the cities or all the suburbs are considered

together, there tends to be a net shift from taxable to exempt status rather than from



   In the tables used in this chapter, negative signs in the columns for the value of newly64

exempt property or land value represent net value deducted that year from the taxable list. 
Positive values mean values added to the taxable list.  As in chapter 3, summary tables showing
selected years are used here when the rows represent year.  Full versions of the tables are in the
appendix.  In those tables, positive numbers are often bold faced to permit easier identification of
years where there are negative exempt property ratios caused by land value or building value
becoming unexempt then exempt that year.  When a net amount of property value becomes
unexempt, the displacement-development index is invalid.  By accumulating the value over
several years, however, it is still possible to calculate an index covering a multi-year period
including that year. 
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exempt status to taxable status.   64

Displacement-Development Statistics

The empirical problem is tackled by developing a set of three statistics: (1) the

actual displacement-development index score; (2) a “half as developed” index score,

which is a hypothetical score representing the score were newly exempt property in any

one year “half as developed” as the taxable property that year, (3) a percentage

displacement statistic which expresses the actual displacement-development index score

as a percentage ranging from 0% (where only land became exempt that year) to 100%

(where newly exempt property was equally as developed as taxable property) or higher

(where newly exempt property was more developed than taxable property).

In this section, I will briefly describe how these statistics are calculated.  More

detailed formulas and examples are provided in Appendix G.

Displacement-Development Index Score

The displacement-development index is a ratio of two ratios.  The first of these

two ratios is called the newly exempt property ratio, which is designated NEPR.  It is the

ratio of the net amount of property value (land value and building value) becoming
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exempt divided by the net amount of land value becoming exempt.  The second of these

ratios is the taxable property ratio, designated TPR.  It is the net amount of property value

still on the tax rolls divided by the amount of land value still on the tax rolls.  Dividing

the first ratio (NEPR) by the second ratio (TPR) produces the displacement-development

index score.  

Typically, exempt property ratios vary from year to year, even when calculated

across all seventeen counties.  For now, however, let’s think of that ratio as being 3/1. 

This ratio is the total value of taxable property (land and building value) divided by the

land value of taxable property.  In this case it means that there is three times as much

property value becoming exempt as there is land value becoming exempt.  This ratio is

the numerator of the displacement-development index score.

Taxable property ratios change only gradually over the years, in response to

development intensity and land markets.  The taxable property ratio is calculated for the

property remaining on the tax rolls in the same year as the property which became

exempt.  The taxable property ratio is the denominator of the displacement-development

index.  For now, let’s consider the same hypothetical ratio of 3/1. 

The first ratio (the newly exempt property ratio, NEPR) is divided by the second

ratio (the taxable property ratio, TPR) to produce the displacement-development index. 

If the two ratios are identical, a number of one results.  This means that full displacement

took place.  So, for instance, in the present case we have two ratios, both 3/1.  Clearly,

3/3=1.  The property becoming exempt was just as developed as the property on the tax

rolls that year.  If only land became exempt that year, the NEPR would be 1, since the



166

property value which is normally land value plus building value would be land value only

that year.  In that case, the displacement-development index would be 1/3 or .3333.  This 

is an indication that all the newly exempt property that year was consistent with the

development thesis: no displacement (as conceptually defined) took place.    

Because there is a different displacement-development index score for every

taxable property ratio – as illustrated in Table 4-1 – the score can be difficult to interpret. 

For instance, while an index score of 1.0 always indicates full displacement, Column E in

Table 4-1 shows that the index score indicating future development varies depending

upon the various hypothetical taxable property ratios in Column A.  Column D in Table

4-1 displays the “half as developed” index score.  While this score also differs depending

upon the taxable property ratio, it addresses the difficulty of interpreting the

displacement-development index score.

The “Half as Developed” Index Score

Having calculated the actual index score, based upon the actual amount of

building and land value becoming exempt that year, this score is next used to calculate a

hypothetical index score.  This is the index score which would be generated were the

newly exempt property that year only “half as developed” as the taxable property that

year.  This is referred to as the “half score.”  It is the index score that would represent a

50% displacement level.  The “half score” is the index score that would mean there was

not a predominance of evidence for either displacement or development.  This score is

useful in interpreting the actual index score.  If the index score is higher than the “half

score” it means that the newly exempt property that year was more consistent with
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displacement than development.  If it is lower than the “half score,” this means the newly

exempt property that year was more consistent with development than with displacement.

The calculation of the “half score” is shown in Table 4-1. Starting with the actual

taxable property ratio in Column A, the amount of the building value in Column A is

divided in half in Column B, and this is used to calculate a hypothetical exempt property

ratio in Column C, on which would represent newly exempt property that was “half as

developed” as the actual taxable property ratio that year.  Then, in Column D, the

hypothetical index score is calculated, the “half score.”  The formula is in Appendix G.

Table 4-1: Interpretation of Displacement/Development Index

A B C D E

(Tb+Tl)/Tl (A-1/2) (B+1) (C/A) (1/A)

Various

Hypothetical

Taxable Property

Ratios

Tb of A  if Half as

Much Building

Value

Exempt Property

Ratio If Newly

Exempt Property

"Half as

Developed"

Index Score If

Newly Exempt

Property "Half as

Developed"

Development:

Index Score If Only

Land Became

Exempt

2.00 0.50 1.50 0.75 0.50

3.00 1.00 2.00 0.67 0.33

3.50 1.25 2.25 0.64 0.29

4.00 1.50 2.50 0.63 0.25

4.25 1.63 2.63 0.62 0.24

4.50 1.75 2.75 0.61 0.22

5.00 2.00 3.00 0.60 0.20

5.50 2.25 3.25 0.59 0.18

6.00 2.50 3.50 0.58 0.17

6.50 2.75 3.75 0.58 0.15

7.00 3.00 4.00 0.57 0.14

8.00 3.50 4.50 0.56 0.13

9.00 4.00 5.00 0.56 0.11

10.00 4.50 5.50 0.55 0.10

Column Definitions:

A: Range of Various Possible Taxable Property Ratios with Land Value Standardized at 1.

B: Removes land value of 1 from numerator of A , reduces building by half.

C: Exempt Property Ratio if newly exempt property is "half as developed" as Column A 

D: Index Score if newly exempt property is "half as developed": Column C/Column A

E: Index score if only land became exempt: NEPR/TPR=1/A
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The Percentage Displacement Statistic

Finally, the actual index score and the “half statistic” are used to produce a

percentage displacement statistic, or % displacement  This statistic can reliably be used

to interpret the displacement-development index score at any level of the taxable property

ratio.  This statistic is reported in the rightmost columns of Tables 4-14, 4-15 and in the

other tables in this chapter and in chapter 5 that report displacement-development index

scores.  The formula for calculating this statistic relies upon the prior calculation of both

the actual displacement-development index score and the “half score.”

The % displacement statistic permits the interpretation of the index score in

terms of the percentage of full displacement (a score of 1.0) that it represents.  The lowest

score, representing an indication of no displacement, is 0%.  This would mean that only

land became exempt that year.  The actual displacement-development  index score would

be in the same range as the hypothetical scores shown in Column E of Table 4-1.  Where

the displacement-development index score would be depends upon the level of the

taxable property ratio that year.  A % displacement of 100% would mean that the

exempt property ratio that year was 1.0, meaning that the newly exempt property was

equally as developed as the taxable property.  A % displacement of 200% would mean

that the newly exempt property that year had a newly exempt property ratio that was twice

as high as the taxable property that year.  In other words, a very highly developed set of

buildings became exempt that year, and there was no major land-only exemption. 
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Repetition of the Logic of the Competing Theses

Although the displacement-development statistics are important, their use in

solving the identified empirical problem is dependent upon an underlying logic which

should be further discussed.  For the moment, let us think of a two agent, two commodity

economy: an exempt agent, a taxed agent and two private goods, undeveloped land and

developed land with buildings (regardless of exempt status).  Decisions makers of

organizations qualifying for property tax exemptions, like all property-owning or buying

organizational decisions makers, must decide which of the following ways they want to

add space:

1. Buy: Buy developed office space

2. Build: Buy land and build office space

3. Rent: Rent existing office space

The market is distorted because the exempt agent does not have to pay property

tax in the case of a buy or build decision, whereas the taxed agent does.  Also, a rent

decision leads to unnecessary indirect property tax expense (reflected in the rent). 

According to economic theory, distorted markets produce externalities.  

In order to illustrate, consider what happens when a large university needs more

space, and decides to purchase a large high-rise office building, which I’ll call University

Towers.  In doing so, it imposes a nonconsensual externality on the taxed agents, because

at the minimum the taxed agents are forced to undertake a greater tax share of the overall

property tax burden.  True, they do not immediately pay more, but the affected taxing



   The origin of my stress on the role of the buy, build, or rent decision in the65

accumulation of  displacement (buy) or development (build) processes can be found in the earlier
cited observation by McEachern concerning the manner in which there is an incentive for exempt
entities to buy as opposed to rent (McEachern 1981).  I extend McEachern’s logic by pointing
out that the buying of property can be broken down into the buying of land (upon which a new
building is built) and the buying of a developed building.  Furthermore, a developed building
may be viable, in which case it is likely to have a property value/land value ratio similar to other
property of the same class, or it can be rundown, in which case it is likely to have reduced
building value and therefore have a reduced property value/land value ratio, assuming the ratio of
acreage to gross building area of the building is not very different from the overall ratio for
property of that type.  Thus, when an exempt agent decides not to rent, there are three decisions
which can be made: buy viable developed property, renovate existing developed but rundown
property, or  build on undeveloped land.  I would contend that the logic of the incentive structure
discussed by McEachern reinforces incentives to buy.  The reason this is likely to be the case is
that in buying developed property, with its high property tax burden, exempt entities have more
bidding leverage compared to non-exempt entities who know they will immediately incur the
property tax burden.  There is more bidding leverage in such a case than when bidding for
undeveloped land, with developed but rundown property being between the two.
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jurisdiction must either raise rates (which requires consent from voters) or reduce levels

of services.   In either case, according to the Tiebout hypothesis, the increased rates or65

decreased services in the affected jurisdiction will affect the rate of growth of property

value in that jurisdiction, compared to the adjacent jurisdiction (Tiebout 1956).  Thus,

ultimately, the (negative) externality is experienced at two levels:

1. Increased taxes or reduced services,

2.  Decreased rate of growth of property valuation.  

In addition, there is a spillover effect (a positive externality) for any adjacent

jurisdiction (usually the suburbs), which is experienced in two ways:

1. Increased demand for real estate and thus a higher rate of growth in property value

than would otherwise be the case.  

2. Increased value due to ability to enjoy spillover of some of the benefits of the

involuntary impure public good created by the growth of the exempt sector in the city.  
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The way this effect works is illustrated by the following steps:

University Towers removed from the tax rolls>

Increased tax rates or decreased services >

Reduced rate growth of property valuation>

Greater buy or build incentives for exempt agents>

Repeat

In the case of the build decision, only the land value is being displaced.  This is evidence

for the development thesis.  Buy decisions produce evidence for the displacement thesis. 

Taxable Property Ratios and Exempt Property Ratios

The range of actual taxable property ratios for Ohio’s urban areas from 1955-2000

is shown in Table 4-2.  As shown in Table 4-2, the highest industrial taxable property

ratio in tax year 2000 was in Canton at 7.49.  This means there was 7.49 times more

industrial property value than industrial land value.  Table 4-2 shows that the taxable

property ratios for industrial property were as high as 25.46 (Newark) in 1955.  

By 2000, the 17 cities had an aggregate industrial taxable property ratio of 4.28,

with the big six cities at 4.08 and the smaller 11 cities at 6.08.  Taxable property ratios are

considerably lower for commercial and industrial property (agricultural property is not

reported here).  What about the range of newly exempt property ratios?  Table 4-3

presents the exempt property ratios in each city during 1955, 1978 and 2000.  The 1955

values of the newly exempt property ratios show some of the pitfalls of seeking to

measure macrosocial change processes with data from only one point in time or even

from one urban place (say one city) within a larger urban space (the state’s cities overall). 
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First, there are empty cells for four of the cities, since there was no residential property

becoming either exempt or unexempt those years.

Second, in 1955, even when all newly exempt or unexempt property is aggregated

across the 11 smaller cities, a negative newly exempt property ratio results.  If there was

no exempt property ratio at all in most years, or if there were as many negative exempt

property ratios as there were positive ones, there would be little point in conducting this

Table 4-2: Taxable Property Ratios for Residential/Agricultural, Commercial and
Industrial Property, 1955, 1978 and 2000

1955 1978 2000

Res/Ag Comm. Ind. Res/Ag Comm. Ind. Res/Ag Comm. Ind.

Columbus         4.58 3.11 8.03 3.10 2.90 4.15 4.62 3.88 4.64

Cleveland         6.27 3.58 5.26 4.07 3.26 3.35 4.81 3.55 3.41

Cincinnati        4.33 2.97 6.40 4.90 3.39 3.81 3.77 3.01 3.41

Toledo              5.39 2.60 6.87 4.53 3.36 4.36 4.90 3.74 3.97

Akron               7.06 3.68 13.53 5.43 3.87 7.36 5.49 4.37 4.70

Dayton             5.09 2.47 8.84 4.08 3.11 4.89 4.33 4.25 4.64

Canton             5.43 2.62 8.99 3.88 3.71 6.44 3.72 5.92 7.49

Hamilton          6.42 2.55 9.01 4.32 3.52 4.30 4.36 3.37 4.86

Findlay             5.74 2.77 9.44 5.13 3.85 5.80 5.08 4.62 6.80

Springfield       6.86 2.18 11.34 4.24 3.31 5.16 3.62 4.94 6.68

Newark            5.42 2.52 25.46 5.07 4.11 10.24 3.49 4.06 5.24

Mansfield         5.73 3.03 15.23 4.77 4.79 10.71 4.84 4.55 7.32

Lancaster          4.29 4.16 14.74 2.96 2.89 5.71 3.44 3.72 5.37

Youngstown     4.40 2.12 4.45 4.50 2.73 4.14 5.94 5.71 5.82

Warren             7.00 2.75 11.63 4.50 3.33 4.77 5.07 4.11 6.68

Lima                 5.82 2.82 14.95 4.99 3.43 5.88 5.56 4.29 4.90

Marion             4.67 2.37 14.79 6.62 4.38 7.54 5.27 5.22 4.08

Total                5.35 3.06 6.64 4.15 3.24 4.26 4.52 3.73 4.28

Big Six             5.35 3.17 6.35 4.06 3.19 4.04 4.58 3.64 4.08

Smaller 11        5.37 2.50 8.57 4.44 3.50 5.84 4.29 4.44 6.08

research.  It would mean that either there was very little property becoming exempt, or 

that there was no social structural change to be studied, only random variation from year

to year.  In fact, to the casual observer within any one of these cities, or even to elected
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officials and others concerned with local public finance, it would be quite difficult to

ascertain any patterns without looking at data over a number of years.  

One year there might be more property becoming unexempt as exempt.  The next

couple of years it might be the opposite.  One year there might be a lot of property value

involved.  The next year there might be very little.  Patterns such as these might not even

be apparent to the auditors themselves, seeing as they are hard pressed to keep up with  

Table 4-3: Exempt Property Ratios for Residential/Agricultural, Commercial and
Industrial Property, 1955, 1978 and 2000

1955 1955 1955 1978 1978 1978 2000 2000 2000

Res./Ag Comm. Ind. Res./Ag Comm. Ind. Res./Ag Comm. Ind.

Columbus 66.56 . . 2.55 -3.26 . -0.16 2.99 8.06

Cleveland      1.17 1.42 0.77 18.84 -41.16 2.79 -5.77 46.73 -51.34

Cincinnati     . . . 1.00 . . 33.78 2.44 -9.36

Toledo    1.00 15.24 . 0.44 35.22 . 2.99 -17.00 -67.28

Akron    10.77 55.27 7.23 . . . 4.13 6.55 4.53

Dayton     . 1.23 . . . . 1.51 0.96 1.00

Canton    5.47 -0.69 . 8.33 3.00 1.00 9.29 . .

Hamilton     1.00 2.38 . . . . 4.45 2.09 52.47

Findlay   . . . 0.05 6.24 . 3.56 6.28 .

Springfield     10.14 1.00 . 3.53 1.05 . 1.90 7.39 .

Newark    . . . 1.86 5.85 . 4.32 14.21 .

Mansfield      2.25 1.00 . . 5.01 . 1.00 5.42 1.00

Lancaster     3.67 1.00 . 1.13 . . 4.48 1.00 .

Youngstown 2.13 . . 3.35 122.19 1.00 25.73 5.40 -2.02

Warren    0.26 . . 22.40 . . -1289.29 174.03 .

Lima 1.70 . . 2.04 1.46 . 111.15 30.82 -36.57

Marion   4.15 . . 1.75 . . 3.04 17.37 1.00

Total 3.55 5.39 0.99 2.46 -18.26 2.67 8.36 7.44 9.79

Big Six 4.08 5.33 0.99 1.35 -14.98 2.79 7.74 6.99 10.64

Smaller 11 -4.58 1.49 . 9.04 33.00 1.00 15.38 1.63 3.53

Notes on calculation: 

1. Bottom three totals rows were calculated from raw data not above rows.

2. Negative ratio means that land or building value became unexempt rather than exempt that year.

3. Empty cell indicates no newly exempt property of that class that year.

their annual duties, their triennial updates and their sexennial reappraisals.  While they are

required to report these data, they are not required to analyze them over time. 



   On average, there was one city out of seventeen cities which experienced this for66

residential-agricultural property each year.  For commercial-industrial property, there were an
average of 1.7 cities per year.  For both classes of property, there were never more than five
cities in any one year.  There were similar numbers for the suburbs.  As a result, it was rare for
there to be a net shift of exempt property to the taxable column for all seventeen cities or suburbs
during any one year.  For the cities, there was no year in which this was an experience for
residential-agricultural property (Table 4-14).  There was only one year, 1980, in which city
commercial-industrial property experienced such a shift (Table 4-10), and two years for the
suburbs, 1973 and 1988 (Table 4-17).  When there are such scores, they will be noted with an
NA in the tables below. 
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By and large, however, across all seventeen cities, it is rare for there to be a

negative displacement-development index score.  When there is such a score, it will be

bold-faced in the tables.  (For instance, see 1976, 1980, and 1988 in Column D of Table

4-14; 1997 in Table 4-15; six years in Table 4-16; and five years in Table 4-17.)  

In addition to the possibility of a negative displacement-development index score,

there is also the question of a score which may calculate like any other score, but is

actually based upon another somewhat rare phenomena: more property value and more

land value becoming unexempt than became exempt in the same year.  Since these are

both positive numerals in the database, they will divide into a positive numeral, just as

would two negative numerals (representing property value and more land value becoming

exempt in one year).  This can produce what I refer to this as a “false positive”

displacement-development index score.  Such a score is invalid, and must be

compensated for by accumulating newly exempt property over several years and

calculating a cumulative set of displacement-development statistics.   These cumulative66

scores show the trends over time within the cities or within the suburbs.  By accumulating

the amounts of land and building value which become exempt or unexempt over time, the

long-term trends are revealed for what they are.  Such cumulative scores are calculated



175

for the 1955-1978, 1979-2000 and 1955-2000 periods in most tables reporting the

displacement-development statistics.

Section Four: Existing and Newly Exempt Parcels, Tables 4-4 to 4-7

In this section, I will seek to estimate the extent to which the growth in the

absolute assessed value of exempt property has been a matter of the addition of new

parcels of exempt property as opposed to the growth in the value of existing parcels of

exempt property (either due to inflation in value or new construction).  The goal of the

section is to break down the growth of the value of exempt property into values

associated with the three sources of increased value for existing exempt parcels outlined

in Column A of Figure 4-1, as opposed to the growth of value associated with the three

kinds of newly exempt property outlined in Column B of Figure 4-1.  In addition, I will

seek to estimate how much of the value in Column A represents new construction or

renovation as opposed to inflation of existing value.  

In Table 3-6 of chapter 3, I made an effort to ascertain the inflation component of

the overall growth of taxable real property.  I started with the annual change in taxable

property, usually an increase in value.  I then calculated the amount of new value (as

opposed to inflation in the old value).  I did this by taking the new construction amount

and deducting the amount of demolitions and newly exempt property.  By subtracting the

new value from the annual change, I arrived at an estimate of the inflation in the old

value.  The same procedure can not be used when seeking to break down the six sources

of increased value of exempt property outlined in Figure 4-1.  This is because new

construction value and demolitions are not reported for exempt property.  Nor does the



  The adjusted growth rates in Table 4-4 and 4-5 reflect both inflation in the value of67

these parcels (cell #3), and beginning in 1987 some undetermined amount of new construction on
already existing parcels (cell #2).  As a result, the adjusted growth rate estimates in Tables 4-4
and 4-5 are not as accurate an estimate of the inflation growth in property value as were the
estimates in Table 3-6.
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exempt property abstract break down exempt property into land and building value.  The

only way a gross estimate of the annual inflation growth in exempt property value can be

ascertained is to start with the annual change in exempt property value and account for

the net amount of newly exempt or unexempt property, land, and building value that year. 

Table 4-4: Exempt Property in 17 Cities in Millions; Total Growth Rate; Newly
Exempt Property in Thousands; % Newly Exempt, Adjusted Growth Rate

B C D E F G H I

Years Exempt Yearly Growth New Land New Bldg. New Exempt Newly Adjusted

1955 $978 Change Rate -$2,378 -$8,598 -$10,975 Exempt Growth

1963 $1,281 $85 7.2% -$3,195 -$5,916 -$9,111 -0.8% 6.4%

1969 $1,785 $215 13. 7% -$3,970 -$16,963 -$20,933 -1.3% 12.3%

1975 $2,404 $277 13. 0% -$4,033 -$16,406 -$20,439 -1.0% 12.1%

1981 $3,790 $387 11. 4% -$1,458 -$37,523 -$38,981 -1.1% 10.2%

1985 $4,803 $129 2.8% $194 -$38,720 -$38,527 -0.8% 1.9%

1987 $5,424 $408 8.1% -$4,872 -$14,321 -$19,193 -0.4% 7.7%

1993 $7,538 $767 11. 3% -$8,147 -$13,219 -$21,365 -0.3% 11.0%

1999 $9,157 $527 6.1% -$16,267 -$142,355 -$158,622 -1.8% 4.3%

2000 $10,062 $904 9.9% -$32,733 -$215,784 -$248,518 -2.7% 7.2%

For 1955-2000: $9,084 5.4% - $295,748 -$1,134,208 -$1,429,956 -0.9% 4.5%

 I do this in Table 4-4 for the cities and in Table 4-5 for the suburbs.  Column G of

each of these tables presents the total amount of newly exempt property each year.  The

accumulated total of newly exempt property was $1.4 billion in both the cities and the

suburbs.  The figures in Column G of Tables 4-4 and 4-5 represent the total amount for

cells #4-#6 in Column B of Figure 4-1.   For the cities, this is illustrated in Figure 4-2,67

which is presented just after Table 4-7 below.

Column C of each of these tables presents the yearly change in the total value of
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exempt property.  This accumulated to a total of $9.1 billion in the cities and $7.3 billion

in the suburbs.  By subtracting the value of the newly exempt property from the totals for

any year or from the accumulated total, it is possible to calculate the total amount for

Column A of  Figure 4-1.  In the cities, of the $9.1 billion in accumulated growth in

Table 4-5: Exempt Property Value in 17 Suburbs, % of Growth; Newly Exempt
Land, Bldg., Totals and %; Adjusted Growth %

B C D E F G H I

Years Exempt Yearly Growth New Land New Bldg. New Exempt Newly Adjusted

1955 $565 Change Rate -$1,084 -$1,310 -$2,394 Growth Rate

1963 $830 $0 0.0% -$1,710 -$10,234 -$11,944 -1.4% -1.4%

1969 $1,239 $173 16.2% $681 -$12,349 -$11,668 -1.1% 15.1%

1975 $1,854 $224 13.7% -$5,063 -$6,700 -$11,763 -0.7% 13.0%

1981 $2,934 $322 12.3% -$3,733 -$6,864 -$10,598 -0.4% 11.9%

1987 $3,722 $146 4.1% -$6,362 -$43,755 -$50,118 -1.4% 2.7%

1988 $4,187 $465 12.5% -$21 $61,814 $61,793 1.7% 14.2%

1993 $5,250 $383 7.9% -$4,511 -$35,007 -$39,518 -0.8% 7.1%

1999 $7,174 $643 9.9% -$17,741 -$114,947 -$132,688 -2.0% 7.8%

2000 $7,869 $695 9.7% -$24,927 -$182,546 -$207,473 -2.9% 6.8%

For 1955-2000: $7,303 6.1% - $240,858 -$1,209,437 -$1,450,295 -1.1% 5.1%

exempt property, all but $1.4 billion was represented by improvements to land, new

construction on already exempt parcels, or inflation of existing parcels.  This leaves the

$7.7 billion in increased value reported in the header row for Column A of Figure 4-2 

below.  Of the 5.4% average annual growth increase in exempt property (Column D of

Table 4-4), only .9% represented newly exempt property value (Column H), leaving a

4.5% average annual adjusted growth rate (Column I).  This growth rate is primarily new

construction on already exempt parcels and inflation of the value of existing parcels. 

Similar findings can be reported for the suburbs, where new construction and inflation

represent 5.1% of the 6.1% total growth rate (Columns I and D of Table 4-5).

Tables 4-4 and 4-5 do not permit me to report the actual amount of value



   Cell #1 of Figure 4-1, improvements to land, includes landscaping, drainage, etc. 68

Although there are no data to show this, it is likely that this is a rather minor source of increased
value of existing exempt parcels.  In its legal terminology, the State of Ohio considers buildings
themselves improvement to land, but here I use the words improvement to land in their more
generic sense. 
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represented by any of the cells in Figure 4-1, only the amount of value in each column.  In

other words, these tables do not show how much of the increased value in existing

exempt parcels is due to new construction/renovation (cell #2), rather than inflation of

existing value (cell #3).   Is it possible to estimate how much of the growth of exempt68

Table 4-6:  City Commercial Value:  Change, Percent Change, New Construction,
Demolition, Newly Exempt, Percent New Value, Inflation of Old Value

B C D E F G H I J

Values in Millions of Assessed Dollars New Growth Inflation

Assessed Percent New Demol- Newly Value New of Old

Year Dollars Annual C hange Const. ished Exempt E+F+G Value Value

1955 $1,973 Change D8=C8/B7 $24.8 -$1.4 -$1.5 $21.9 I8=H8/B7 c8-h8/b7

1963 $2,095 ($47) -2.2% $63.0 -$8.5 -$1.7 $52.8 2.5% -4.7%

1969 $2,247 $150 7.2% $65.3 -$10.6 -$1.5 $53.2 2.5% 4.6%

1975 $2,886 $363 14.4% $43.5 -$5.0 -$3.6 $34.9 1.4% 13.0%

1981 $4,130 $485 13.3% $64.5 -$4.0 -$1.5 $59.0 1.6% 11.7%

1987 $6,186 $879 16.6% $249.6 -$11.5 -$4.8 $233.3 4.4% 12.2%

1993 $8,228 $324 4.1% $142.5 -$9.0 -$19.0 $114.5 1.4% 2.6%

1999 $9,815 $690 7.6% $279.4 -$15.3 -$34.7 $229.4 2.5% 5.0%

2000 $10,272 $457 4.7% $355.6 -$25.0 -$45.9 $284.7 2.9% 1.8%

420.7% $8,299 3.8% $5,914 -$385 -$349 $5,180 2.7% 1.1%

Overall Sum Average Sum Sum Sum Sum Average Average

property value in an average year, after subtracting the value of newly exempt property, is

due to new construction as opposed to inflation?  By comparing exempt property to its

closest cousin, commercial property, I believe that it is possible to produce such an

estimate.  Table 3-9 reported the annual growth rates and average annual growth rates for

commercial property for the cities.  Table 3-10 reported them for the suburbs.  They were

3.8% and 7.5%, respectively.
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Utilizing these data and additional data on the amount of new commercial

construction, demolitions and newly exempt property, I have duplicated for commercial

property the method used to estimate the adjusted annual growth rates for all real property

(Tables 3-6 and 3-7).  As shown in Table 4-6, of the 3.8% annual growth rate in the cities

(Column D), once new construction and the other factors were taken into account, the

adjusted growth rate (inflation rate) for commercial property was only 1.1% (Column J.).  

Table 4-7: Suburban Commercial Value:  Change, % Change, New Construction,
Demolition, Newly Exempt, Percent New Value, Inflation of Old Value

B C D E F G H I J

Values in Millions of Assessed Dollars New Growth Inflation

Assessed Percent New Demol- Newly Value New of Old

Year Dollars Annual C hange Const. ished Exempt E+F+G  Value Value

1955 $517 Change D8=C8/B7 $29.1 -$0.4 -$3.0 $25.7 I8=H8/B7 c8-h8/b7

1963 $933 $70 8.1% $83.5 -$1.6 -$9.0 $72.8 8.4% -0.3%

1969 $1,537 $216 16.3% $88.4 -$2.0 -$7.6 $78.8 6.0% 10.4%

1975 $2,504 $322 14.8% $113.9 -$1.6 -$7.8 $104.6 4.8% 10.0%

1981 $4,194 $498 13.5% $99.2 -$2.6 -$7.3 $89.3 2.4% 11.1%

1987 $6,194 $730 13.4% $283.7 -$10.7 -$38.7 $234.3 4.3% 9.1%

1993 $9,362 $556 6.3% $225.3 -$20.4 -$24.8 $180.1 2.0% 4.3%

1999 $12,348 $1,014 9.0% $446.5 -$29.9 -$83.7 $333.0 2.9% 6.0%

2000 $13,301 $953 7.7% $382.0 -$22.2 -$130.2 $229.6 1.9% 5.9%

2472.6% $12,784 7.5% $7,442 -$306 -$769 $6,367 4.7% 2.8%

Overall Sum Average Sum Sum Sum Sum Average Average

Table 4-7 describes the suburbs.  Starting with the 7.5% annual growth rate

(Column D), after accounting for new construction, demolitions and newly

exempt/unexempt property, the adjusted growth rate (inflation rate) for commercial

property was 2.8% (Column J).  In other words, for commercial property in the cities,

inflation accounted for less than a third (29%) of the 7.5% annual growth rate.  

In the suburbs, just over a third (37%) of annual growth rate was inflation in

value, with the majority of the rest being new construction.  In the cities, $5.9 million



   As pointed out earlier, some undetermined portion of the new construction value after69

1987 would be absorbed into the newly exempt property columns in Table 4-4 and 4-5.
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(71%) of the $8.3 million in growth was new construction.  In the suburbs, $7.4 million

(58%) of the $12.8 in growth was new construction.  It would appear a rule of thumb is

that about two-thirds of the increase in value of commercial property is new construction

value.  Were this rule of thumb applied to exempt property, it would be possible to

estimate how much of the increased value of exempt property not accounted for  by newly

Figure 4-2: 3 Sources of Increased Value and 3 Kinds of Newly Exempt Parcels

A.  Three Sources of Increased Value 
for  Existing Exempt Parcels

(Total Increased Value After Deduction of
Newly Exempt Property in Column B:

$7.7 Billion)

B.  Three Kinds of Newly Exempt Parcels 
(Total Newly Exempt Property=

$296 Million in Land+ $1.1 Billion in
Building Value=$1.4 Billion)

1.  Improvements to Land
(Not Available)

4.  Land Value Only
(Unknown)

2.  New Construction/Renovation
Estimated Value of 2/3rds

($5.1 Billion)

5.  Building Value Only
(Unknown)

3.  Inflation of Existing Value
Estimated Value of 1/3rd

($2.6 Billion)

6.  Developed Property
(Unknown)

exempt property was due to new construction on already exempt parcels.   In Figure 4-2,69

I have applied these assumptions in a way which can provide an estimate of how much of

the increase in exempt property belongs in the various cells of Figure 4-1.  Figure 4-2 

reports these data by placing the estimates in the same array of cells as in Figure 4-1.  

I reported the source of the $7.7 billion in increased value of already exempt

property above.  The $7.7 billion represents the total increase of $9.1 billion, less the $1.4
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billion in newly exempt property in the cities.  This leaves $7.7 billion as the total

increased value of exempt property.  Applying the above mentioned rule of thumb, I

simply divide up the $7.7 billion by assigning 2/3rds of its value to cell #2 and 1/3rd of

the value to cell #1.

These estimates are rough, of course, but it is important to try to estimate these

values.  Doing so helps to show that even were the land on which these parcels developed

as taxable property, there would be a need for the property to be constantly renovated and

upgraded, or there would be a very low growth in the value of the parcel.  This bolsters

the robustness of the implications of the counterfactual dilemma.  This dilemma is central

to the distinction between displacement and development.  It means not only don’t we

know whether the same property would have ever been developed by taxable entities, on

top of that we also do not know whether, had it been developed, it would have remained

as viable taxable property, rather than deteriorating in value, whereas we do now that it

was developed as exempt property.

After all, the commercial sector and the exempt sector are roughly equivalent in

size.  In 2000, there was $10.3 billion in commercial property in the cities (Table 3-11)

and $10.1 billion in exempt property (Table 3-13), although this includes $1.2 billion in

property tax abatements (Table 3-14).  In 1955, the commercial sector in the cities was

twice the size of the exempt sector.  The average annual growth rate of commercial

property in the cities was 3.8% (Table 3-9) while the average annual growth rate of

exempt property was 5.4% (Table 4-4).  By 2000, they were nearly the same size.

These two sectors, however, were all along close enough in size and growth rate
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to strongly support an argument that neither sector would be capable of replacing the

developed property of the other.  It would be hard to refute the contention that no urban

economy could easily replace all its exempt property with commercial property, or vice

versa.  If this is so, it would be hard to contend that large amounts of taxable property

would have sprung up if only this land had not been acquired by exempt entities. Based

upon the above results, the commercial and the exempt sector grew in absolute value each

year more by new construction on existing parcels than by inflation in the value of

existing property.  Both of these sectors must build and renovate in order to grow.  

True, a small part of the growth of the exempt sector is represented by newly

exempt property, including previously commercial property.  In the next section, I will

analyze how much property value has been removed from the tax rolls over the years. 

Later in this chapter, I will seek to ascertain how much of the newly exempt property is

represented by displacement as opposed to development.  In chapter 5, I will report the

actual extent of subsequent development which took place on parcels originating in

displacement or development.  It is important, however, to place the extent of land value

removed from the tax rolls and the subsequent findings regarding displacement or

development into the context of the implications of the above analysis.  

This analysis means new construction on already exempt parcels produces a great

deal of development each year.  Even if the rule of thumb were that one-third, rather than

two-thirds, of the increased value of exempt property each year is due to inflation, it is

clear that a considerable amount of new construction or renovation of exempt property

has taken place in Ohio’s cities.  



   Actually, it would be possible to estimate the amount of building only value.  This70

would involve assuming that most new property tax abatements are on the building value of new
commercial and industrial property.  The annual increase in abatements each year, reported in the
Exempt Property Abstracts, could be subtracted from the newly exempt commercial and
industrial building value columns of the Real Property Abstracts.  This involves assumptions
which I am not at the present time prepared to make.  Such an analysis will require further
research focused more squarely upon the nature of property tax abatements.  
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Section Five: The Extent of Removal of Land Value from the Tax Rolls

We now know how much the growth of the value of exempt property involved

increases in the value of already existing exempt property.  We have also estimated how

much of this growth involved new construction as opposed to inflation.  We know how

much the growth of the value of exempt property involved newly exempt property.  The

remaining question arising from the previous section is: What can we do to understand

the land value only and building value only components of newly exempt property (cells

#4 and #5 of Figure 4-1)?  The answer is: very little, using aggregate data.   70

In the next chapter, the Toledo area case study, I will use parcel level data to

report the land value of the public and nonprofit charitable parcels that became exempt

due to either displacement, development or displacement then development.  This would

permit an estimate of the value of the parcels holding land value only when they first

became exempt.  This is the kind of data needed for cell #4.  Using aggregate data, it is

not possible to break down the components of the cells in Column B of Figures 4-1.  This

is the reason that these cells are marked unknown in Figure 4-2.  

There are several remaining forms of analysis of value, however, which can be

done with the available aggregate data used in this chapter.  First, it is possible to report

the amount of newly exempt land value and building value contributing to the growth of
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the overall value of exempt property each year.  The header row of Figure 4-2 shows that

from 1955-2000 there was an accumulated total of $296 million in land value, and $1.1

billion in building value for a total of $1.4 billion in newly exempt property (Table 4-4)..  

The second way one can use these data is to test the competing theses of

displacement and development.  I will do this test in the next section of this chapter. 

Finally, it is possible to report the amount of residential-agricultural and commercial-

industrial land value becoming exempt each year, as a proportion of all property value. 

While we do not know how much of this was part of the land value only cell, #4, in

Figures 4-1 and 4-2, it is nonetheless important to report this amount.  Ascertaining the

extent to which taxable land value was removed from the tax rolls helps in the later

interpretation of the significance of making a distinction between displacement and

development.  If a high proportion of all property value which has become exempt was

land value, removal of land value would be cause for concern.  Therefore, it is important

to consider whether that was indeed the case.  This section will proceed to do so.  

Tables 3-6 (for the cities) and 3-7 (for the suburbs) reported the gross amount of

newly exempt property each year, as part of the calculation of the adjusted rates of growth

of taxable property.  Table 3-8 summarized the percentage of taxable property becoming

exempt each year in the cities and suburbs.  The annual average was only .22% in the

cities and .11% in the suburbs.  Tables 4-4 and 4-5, for cities and suburbs, broke down

the total amount of newly exempt property each year into its land and building value

components, and reported the percentage growth of exempt property value it represented. 

The annual average in the cities was .9%, meaning that there was approximately a one



   When consulting individual years reported in the full version of these tables provided71

in the appendix, caution should be taken, due to the earlier reported phenomena represented by
years in which there was not a net amount of property value becoming exempt. Likewise, there

185

percent increase each year in the value of exempt property due to the value of newly

exempt property.  This is the same newly exempt property amounting to only about two

one-thousandths of the value of taxable property (.22%).  These data, however, were for

all taxable property and all exempt property.  Also, these data do not report the proportion

of all land value becoming exempt every year, just the proportion of all property value

becoming exempt every year.  As a result, the questions arise: Which taxable sectors were

the source of most of the property becoming exempt?  And was this land value or

building value?  Tables 4-8 to 4-11 will address these questions.  Also, what proportion

of land value became exempt each year?  Tables 4-12 will address this question for

residential-agricultural property in the cites and suburbs, and 4-13 will do the same for

commercial-industrial property.  

The source of these data for this section are the columns in each year’s Real

Property Abstracts reporting how much land valuation and how much building valuation

has become exempt.  The Real Property Abstracts report these data separately for

agricultural property, residential property, commercial property, and industrial property. 

Consistent with the procedure used above, I have combined residential and agricultural

value, as well as commercial and industrial value.  

Newly Exempt Property: Tables 4-8 to 4-11

In this sub-section, Tables 4-8 and 4-9 concern residential-agricultural property in

the cities and suburbs.   Tables 4-10 and 4-11 cover commercial-industrial property in71



were a number of years in which there was a net amount of newly unexempt land.  These years
are bold-faced in the respective tables to facilitate identification.  When this is the case, it affects
the sign in the percentage change columns.  Also, when the result is a particularly small value for
either the amount of newly exempt (or unexempt) property value or land value, it can cause
outliers in Column G for percentage of land within all newly exempt (or unexempt) property. 
This is one more illustration of the manner in which the changes in social structure I study here
are not continual, but a matter of four steps in one direction, one step in the opposite direction. 
This was even the case in the above listed years when all seventeen cities or suburbs were
considered together.  It is such seemingly random process which prevents observers in any one
city from seeing the longer term patterns of social change studied here.
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the cities and suburbs.  Each of the tables reports taxable value (Column B), the value of

newly exempt property (Column C) and newly exempt land (Column E) in millions of

assessed dollars.  Column D reports the value of newly exempt property as a percentage

of all taxable property.  Column F reports the value of newly exempt land as a percentage

of all taxable property.  In Column G, the value of newly exempt land is expressed as a

percentage of the value of all newly exempt property (Column E divided by Column C). 

This rightmost column makes it possible to portray how much newly exempt property is a

matter of newly exempt land as opposed to building value.  In order to capture change

over time, each table calculates the annual average change in the percentage of taxable

property becoming newly exempt property (Column D) or newly exempt land (Column

E).  Due to the existence of outliers, however, Column G’s summary row is calculated

from the accumulated totals (Column E divided by Column C).  

Table 4-8 shows that the annual average percent of newly exempt residential-

agricultural property in the cities over the course of the 1955-2000 period was just

6/100ths of a percent (Column D).  This is a bit more than one part in two thousand of all

taxable property.  Since this is considerably less than the earlier reported figure of .22%

for all newly exempt property (Table 3-8), new residential-agricultural exemptions in the 
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cities are clearly a small proportion of all newly exempt property.  They are $160 million

(Column C, Table 4-8) out of $1.43 billion (Table 3-8).  The newly exempt land value

was just over one-third (38.87%, Column G) of the accumulated value of all newly

exempt residential-agricultural property, with the remainder being building value.  

Table 4-8: Residential/Agricultural Taxable, Newly Exempt Property and Land
Value; % Newly Exempt, Land as % of New Exemptions, in 17 Cities

B C D=C/B E F=E/B G=E/C

Res/Ag New Exempt Percent Newly Percent Land As

Taxable Property Newly Exempt Newly % of New

Years Property Total Exempt Land Exempt Exemptions

1955 $3,112 -$3.1 -0.10% -$0.9 -0.03% 28.14%

1963 $3,959 -$2.5 -0.06% -$1.5 -0.04% 59.09%

1969 $4,058 -$4.0 -0.10% -$2.5 -0.06% 62.88%

1975 $5,203 -$2.5 -0.05% -$1.0 -0.02% 39.81%

1981 $8,253 -$1.3 -0.02% -$0.4 -0.01% 33.00%

1987 $9,854 -$1.8 -0.02% -$0.6 -0.01% 32.47%

1993 $13,459 -$5.0 -0.04% -$1.3 -0.01% 26.59%

1999 $18,150 -$7.7 -0.04% -$2.4 -0.01% 30.58%

2000 $19,297 -$6.0 -0.03% -$0.7 0.00% 11.96%

1955- $361,947 -$160 -0.06% -$62 -0.02% 38.87%

2000 Sum Sum Annual Aver. Sum Annual Aver. G=E/C

Table 4-9 reports that the annual average percent of newly exempt residential-

agricultural property in the suburbs as an even lower 4/100ths of a percent (Column D).

This is less than one part in two thousand of all taxable property.  This is $248 million 

(Column C, Table 4-9) of the $1.45 billion in newly exempt property value reported in

Table 3-8, with the remainder being new commercial-industrial exemptions.  In the

suburbs, a much higher proportion of newly exempt property consisted of land value. 

The newly exempt land value was just over 59% of the accumulated value of newly

exempt land and taxable property over the years (Column G, Table 4-9).  This makes

sense over the long run, when there was more undeveloped land in the suburbs than in the
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cities, as was shown by the earlier analysis of property value per square mile.  It also

suggests the newly exempt property ratio for residential-agricultural property should be

lower in the suburbs.  This is confirmed by Column D of Tables 4-14 and 4-15 (2.57 in

the cities, 1.69 in the suburbs, for the 1955-2000 period overall).  

Table 4-9: Residential/Agricultural Taxable, Newly Exempt Property and Land
Value; % Newly Exempt; Land as % of New Exemptions, in Suburbs

B C D=C/B E F=E/B G=E/C

Res/Ag New Exempt Percent Newly Percent Land As

Taxable Property Newly Exempt Newly % of New

Years Property Total Exempt Land Exempt Exemptions

1955 $3,431 -$2.0 -0.06% -$0.9 -0.03% 48.02%

1963 $5,667 -$2.7 -0.05% -$1.2 -0.02% 44.03%

1969 $6,887 -$4.1 -0.06% -$2.4 -0.04% 59.84%

1975 $10,390 -$3.6 -0.03% -$2.6 -0.02% 70.86%

1981 $20,643 -$3.0 -0.01% -$2.1 -0.01% 69.82%

1987 $24,814 -$9.1 -0.04% -$3.5 -0.01% 38.10%

1993 $37,724 -$7.4 -0.02% -$4.4 -0.01% 59.24%

1999 $53,829 -$10.6 -0.02% -$7.6 -0.01% 71.98%

2000 $57,357 -$20.1 -0.04% -$12.6 -0.02% 62.62%

1955- $888,956 -$248 -0.04% -$147 -0.02% 59.20%

2000 Sum Sum Annual Aver. Sum Annual Aver. G=E/C

Table 4-10 shows that the annual average percent of newly exempt commercial-

industrial property in the cities was much higher than was the case for residential-

agricultural property.  The value of newly exempt property was nearly one-half of one

percent of the value of taxable property.  It bears repeating that this does not necessarily

mean this newly exempt property was previously existing taxable property.  In the case of

abatements, from 1979-2000, some of this value was the value of the new construction of

industrial and commercial facilities that were never on the tax rolls.  Also, after

approximately 1987, some undeterminable additional amount of this value was a portion

of the value of new construction on already exempt parcels.  In any case, the effects of



   Column G of Tables 4-10 and 4-11 is not an annual average.  It is calculated as72

indicated from columns E and C within the summary row.
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these changes in the structure of the data after 1979 and 1987 show up in additional

calculations (not shown).

Table 4-10: Commercial/Industrial Taxable Property, Newly Exempt Property and
Land Value: % Newly Exempt, Land as % of New Exemptions, in 17 Cities

B C D=C/B E F=E/B G=E/C

Comm/Ind. New Exempt Percent Newly Percent Land As

Taxable Property Newly Exempt Newly % of New

Years Property Total Exempt Land Exempt Exemptions

1955 $2,673 -$7.9 -0.30% -$1.5 -0.06% 19.16%

1963 $2,942 -$6.6 -0.22% -$1.7 -0.06% 25.86%

1969 $3,169 -$17.0 -0.53% -$1.5 -0.05% 8.66%

1975 $3,887 -$17.9 -0.46% -$3.0 -0.08% 16.92%

1981 $5,383 -$37.7 -0.70% -$1.0 -0.02% 2.77%

1987 $7,684 -$17.4 -0.23% -$4.3 -0.06% 24.64%

1993 $10,025 -$16.4 -0.16% -$6.8 -0.07% 41.63%

1999 $11,855 -$150.9 -1.27% -$13.9 -0.12% 9.21%

2000 $12,355 -$242.6 -1.96% -$32.0 -0.26% 13.20%

1955- $261,556 -$1,270 -0.44% -$233 -0.08% 18.39%

2000 Sum Sum Annual Aver. Sum Annual Aver. G=E/C

These calculations show that from 1955-1978, the annual average percentage was

.41%, while from 1979 on the value was higher at .51%.  Despite this apparently rather

high percentage for newly exempt property value, newly exempt land value represented

just under one-tenth of one percent of all taxable property (.08%, Column F, Table 4-10). 

The accumulated newly exempt land value for 1955-2000 reported in Column E of Table

4-10 was only 18.39% (Column G) of the accumulated value of newly exempt land and

taxable property over the years (Column C).   72

The same pattern can be seen with suburban commercial-industrial property. 

Table 4-11 shows that the accumulated value of newly exempt commercial land
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represented only 7.84% of all the accumulated value of newly exempt property. 

Approximately one-third of one percent (.36%, Column D) became exempt on an average 

year, considerably higher than the comparable figure for residential-agricultural property, 

.04% (Table 4-9, Column D).

Table 4-11: Commercial/Industrial Taxable Property, Newly Exempt Property and
Land Value: % Newly Exempt, Land as % of New Exemptions, in Suburbs

B C D=C/B E F=E/B G=E/C

Comm/Ind. New Exempt Percent Newly Percent Land As

Taxable Property Newly Exempt Newly % of New

Years Property Total Exempt Land Exempt Exemptions

1955 $995 -$0.4 -0.04% -$0.1 -0.01% 32.99%

1963 $1,631 -$9.3 -0.57% -$0.5 -0.03% 5.71%

1969 $2,452 -$7.6 -0.31% $3.1 0.13% -40.83%

1975 $3,668 -$8.2 -0.22% -$2.5 -0.07% 30.74%

1981 $5,961 -$7.6 -0.13% -$1.6 -0.03% 21.60%

1987 $8,301 -$41.0 -0.49% -$2.9 -0.03% 7.03%

1993 $11,996 -$32.1 -0.27% -$0.1 0.00% 0.35%

1999 $15,365 -$122.1 -0.79% -$10.1 -0.07% 8.30%

2000 $16,510 -$187.4 -1.13% -$12.3 -0.07% 6.58%

1955- $274,909 -$1,203 -0.36% -$94 -0.02% 7.84%

2000 Sum Sum Annual Aver. Sum Annual Aver. G=E/C

These figures for commercial-industrial property value have two important and

somewhat contradictory implications.  On one hand, if there were between a third and a

half of a percent of commercial-industrial property truly being removed from the tax rolls

each year, there would be cause for concern.  In other words, were this all displacement,

rather than development, it would mean that there was truly a gradual but highly

significant diminution of the tax base taking place in both the cities and the suburbs. 

These figures, however, cannot be interpreted as removal until later in this chapter when I

analyze the extent to which they represent displacement rather than development.  

On the other hand, the apparently quite low percentage figures for the newly



   This figure might seem like an error in calculation or the failure to change the cells73

from table to table, but I double checked it with the original data used to prepare these tables.  
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exempt land is also noteworthy.  Residential-agricultural land in both the cities and

suburbs and commercial-industrial land in the suburbs all had the same .02% figure for

newly exempt land as a percentage of taxable property (Column F of Tables 4-8, 4-9 and

4-11).   Only commercial-industrial land value showed a higher percentage figure of73

.08% (Table 4-10).  Even this figure is not remarkably high.  To the contrary, it would be

hard to argue, based upon these figures, that there is any problematic trend concerning the

removal of land value from the tax rolls.  Even were all this land removed from the tax

rolls as part of developed parcels, rather than as part of undeveloped parcels, and was

therefore part of a displacement process rather than a development process, it would be

hard to argue any significant degree of removal.  These figures, however, report land

value as a proportion of all taxable property.  Land value becoming exempt is optimally

analyzed in relation to the total taxable land value.  I do this in the next sub-section.  

Percent Newly Exempt Land: Tables 4-12 to 4-13

Defined theoretically, as in this dissertation, the transfer of land value from the tax

rolls to the exempt list does not constitute displacement.  Defined generically, however,

the transfer of land from taxable to exempt status is a removal of taxable value.  There are

no ifs, ands, or buts about the transfer of land value from the tax rolls.  Building value

becoming exempt can represent abatements or new construction on already exempt

property or building value from parcels that have a considerably lower taxable property

ratio than the rest of the taxable property of that type.  In those cases, this building value
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would not represent displacement or would represent only a minor removal of value from

the tax rolls.  When land comes off the tax rolls, it comes off the tax rolls!  Tables 4-8 to

4-11 show that out of 184 cells in the column for percent of newly exempt property in

those tables, there were only twelve cells with a positive value.  There were few very

years in which more land value went back on the tax rolls than came off the tax rolls.   

Table 4-12: Residential/Agricultural Land in Cities and Suburbs: Assessed Value
and Newly Exempt Value in Millions; Percent Newly Exempt

City City Percent Suburbs Suburbs Percent

Taxable Newly Newly Taxable Newly Newly

Years Res/Ag Land Exempt Exempt Res/Ag Land Exempt Exempt

1955 $582 -$0.9 -0.15% $810 -$0.9 -0.12%

1963 $699 -$1.5 -0.21% $1,177 -$1.2 -0.10%

1969 $892 -$2.5 -0.28% $1,783 -$2.4 -0.14%

1975 $1,341 -$1.0 -0.07% $3,141 -$2.6 -0.08%

1981 $1,930 -$0.4 -0.02% $5,991 -$2.1 -0.03%

1987 $2,040 -$0.6 -0.03% $6,450 -$3.5 -0.05%

1993 $2,871 -$1.3 -0.05% $9,497 -$4.4 -0.05%

1999 $4,047 -$2.4 -0.06% $13,237 -$7.6 -0.06%

2000 $4,269 -$0.7 -0.02% $13,948 -$12.6 -0.09%

1955- $77,855 -$62 -0.11% $226,527 -$147 -0.08%

2000 Sum Sum Annual Aver. Sum Sum Annual Aver.

Let’s think about the implications of this fact.  On the one hand, land value

coming off the tax rolls is removal of taxable value.  On the other hand, as I define it

theoretically, when the land value was not accompanied by building value of equally

intensive development as taxable property, the land value removal was consistent with

development rather than displacement.  When a parcel consisting of only land is

transferred, the transfer is considered likely evidence of a build decision and not a buy or 

rent decision.  Build decisions are consistent with the development thesis, not the

displacement thesis.  It is nevertheless helpful to portray the growth of exempt property to
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separate out land value exemptions for further consideration.  

Tables 4-12 and 4-13 show the same amounts of newly exempt land value as were

reported in Tables 4-8 to 4-11.  The difference is that the percent newly exempt columns

refer to the amount of newly exempt land as a percentage of all taxable land, not of all

taxable property.  Table 4-12, for example, reports that on an annual average, newly

exempt land was .11% of the taxable land.  In the case of this table, one can interpret this

as the proportion of taxable land value which was removed from the tax rolls.  In the

suburbs, the figure was .08%.  

Table 4-13: Commercial/Industrial Land in Cities and Suburbs: Assessed Value and
Newly Exempt Value in Millions; Percent Newly Exempt

City City Percent Suburbs Suburbs Percent

Taxable Newly Newly Taxable Newly Newly

Years Co/Ind Land Exempt Exempt Co/Ind Land Exempt Exempt

1955 $751 -$1.5 -0.20% $162 -$0.1 -0.09%

1963 $759 -$1.7 -0.22% $265 -$0.5 -0.20%

1969 $916 -$1.5 -0.16% $587 $3.1 0.53%

1975 $1,134 -$3.0 -0.27% $998 -$2.5 -0.25%

1981 $1,503 -$1.0 -0.07% $1,629 -$1.6 -0.10%

1987 $1,986 -$4.3 -0.22% $2,072 -$2.9 -0.14%

1993 $2,584 -$6.8 -0.26% $3,006 -$0.1 0.00%

1999 $3,104 -$13.9 -0.45% $3,968 -$10.1 -0.26%

2000 $3,241 -$32.0 -0.99% $4,465 -$12.3 -0.28%

1955- $69,346 -$233 -0.31% $68,623 -$94 -0.09%

2000 Sum Sum Annual Aver. Sum Sum Annual Aver.

Moving to Table 4-13, the proportion of suburban commercial-industrial land

removed from the tax rolls each year was .09%.  There is very little difference between

these three statistics, just as there was no difference in the proportion of residential-

agricultural land and suburban commercial-industrial land as a proportion of all taxable

property (.02%, Tables 4-8, 4-9, and 4-11).  All three of these figures show that only



   In order to provide another statistic for estimating this effect, I divided the74

accumulated total of $233 million in taxable land becoming exempt by the accumulated total of
$69.3 billion in taxable commercial-industrial land in the cities.  This produced a similar figure,
.33%.  This is quite close to the annual average of .31%.
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about one part in one thousand of the value of all land was removed from the tax rolls in

the case of residential-agricultural property and suburban commercial-industrial property.  

What about the commercial-industrial removal rate in the cities?  According to

Table 4-13, the annual average removal of taxable commercial-industrial land value from

the tax rolls was .31%.  In other words, about one-third of one percent of all taxable

commercial land was removed from the tax rolls each year.   There is no substantial74

difference shown when these data are used to calculate the percentages of newly exempt

land for 1955-78 (.327%) and the figure for 1979-2000 (.316%) (not shown in tables).

In the last sub-section, I found newly exempt commercial-industrial property to

average nearly one-half of one percent of all taxable value in the cities (.44%, Column D,

Table 4-10).  In the suburbs, about one-third of one percent became exempt (.36%, Table

4-11).  Table 4-13 shows that of all land value, only .09% became exempt (based on an

annual average).  In the cities, however, .31% of the land value becomes exempt on an

average year (Table 4-13), closer to the above-cited .44% figure for all property (Table 4-

10).  Although these results show the removal of nearly a third of a percent of taxable

land from the tax rolls on an average year, the question remains as to what this removal

represents.  

Was this land removed from the tax rolls as part of a development process or a

displacement process?  The next section of this chapter seeks to ascertain this to the
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extent possible using these aggregate data.  A larger question remains, however, and it is

one which will be addressed in the case study chapter:  Irrespective of the extent to which

the removal of this land involved development as opposed to displacement, was this

removal associated with the development of a growing post-industrial complex of public,

nonprofit and religious property in our cities and in our urban counties?  If so, returning

to the question of displacement versus development, was this triumph of a new form of

the commons also accompanied by a tragedy of the commons? 

Section Six: Displacement or Development: Evidence from Aggregate Data

Having established the historical and analytic context within which to understand

the results, in this section I present the results of the displacement-development index for

residential-agricultural property and for commercial-industrial property.  I will conduct a

separate analysis for residential-agricultural property becoming exempt, and

industrial/commercial property becoming exempt.  There are a number of theoretical and

practical reasons for doing so.  For one, as McEachern observed:

If the tax-exempt displaces existing, taxable property, the effect of tax rates will
likely depend on whether the tax-exempt displaces commercial-industrial property
or residential property.  Typically, in the local fiscal calculus, residential property
does not pay its own way - property taxes often do not cover the cost of public
outlays.  On the contrary, commercial-industrial property usually provides a net
fiscal surplus (1981: 191fn9).

In other words, it is theoretically valuable to consider residential-agricultural property

separately from commercial and industrial property.  From a practical standpoint,

residential and agricultural property are combined both to enhance the city/suburban

comparison and in recognition of the dearth of agricultural property becoming exempt. 
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There is an insufficient amount of agricultural property becoming exempt to be able to

effectively construct the index.  

Why combine, however, commercial and industrial property?  Commercial and

industrial property are combined because construction of the index for suburban industrial

property was hampered during five of the years from 1955-1966, during which there was

a “false positive” index score: a displacement-development index produced by a newly

exempt property ratio derived from net amounts of both newly unexempt property value

and newly unexempt land value.  This produced an index score that actually represented

land and building value coming back onto the tax rolls rather than going off the tax rolls. 

There were also five more such years from 1973-2000 where this was the case in the

suburbs.  

The nature of the these data, however, proved to be a blessing in disguise.  The

data limitation concerning the misclassification of state university property as private

school and college property in a number of cities was a blessing because it resulted in my

devising a more abstract and theoretically valuable classification of exempt property, as

either local amenities/infrastructure or as regional amenities/infrastructure.  Here the data

limitation was a blessing since it prompted me to recall McEachern’s point about the

distinction between residential and commercial property or industrial property.  Thus I

merely combined the two, heightening the ability to compare residential-agricultural to

other forms of property.

 In Tables 4-14 to 4-17, in the set of three columns labeled Displacement-

Development Index, the column labeled Index is calculated by dividing Column D
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(NEPR, the previously introduced abbreviation for the Newly Exempt Property Ratio) by

Column H (TPR, the Taxable Property Ratio).  This is the Index score, which can be

interpreted with reference to the logic presented in Table 4-1. 

Residential-Agricultural Index: Tables 4-14 to 4-15

Residential-agricultural property has grown from 54% to 61% of all taxable

property in the cities over the years covered by this study (Table 3-11), and grew from

68%-75% of all taxable property in the suburbs during these years (Table 3-12). 

Table 4-14: Residential/Agricultural Displacement-Development Index for 17 Cities

Newly Ex.  Prop. Rat. %

Newly

 Taxable Property Ratio Displacement-Development

Total Land NEPR Exempt Total Land TPR Index "Half" % Dis-

B C D=B/C  (B/F) F G H=F/G I=D/H Score placement

1955 -$3.1 -$0.9 3.55 -0.10% $3,112 $582 5.35 0.66 0.59 58.69%

1963 -$2.5 -$1.5 1.69 -0.06% $3,959 $699 5.66 0.30 0.59 14.85%

1969 -$4.0 -$2.5 1.59 -0.10% $4,058 $892 4.55 0.35 0.61 16.62%

1975 -$2.5 -$1.0 2.51 -0.05% $5,203 $1,341 3.88 0.65 0.63 52.50%

1981 -$1.3 -$0.4 3.03 -0.02% $8,253 $1,930 4.28 0.71 0.62 61.96%

1987 -$1.8 -$0.6 3.08 -0.02% $9,854 $2,040 4.83 0.64 0.60 54.31%

1993 -$5.0 -$1.3 3.76 -0.04% $13,459 $2,871 4.69 0.80 0.61 74.86%

1999 -$7.7 -$2.4 3.27 -0.04% $18,150 $4,047 4.48 0.73 0.61 65.16%

2000 -$6.0 -$0.7 8.36 -0.03% $19,297 $4,269 4.52 1.85 0.61 209.01%

55-00 -$160.3 -$62.3 2.57 -0.04% $361,947 $77,855 4.65 0.55 0.61 43.11%

55-78 -$91.1 -$38.2 2.39 -0.09% $101,402 $21,906 4.63 0.52 0.61 38.25%

79-00 -$69.1 -$24.1 2.86 -0.03% $260,545 $55,950 4.66 0.62 0.61 51.00%

Residential-agricultural property was consistently 46% of all real property in the cities

during these years, and represented over two-thirds of all suburban real property during

these years (Table 3-20).  Did newly exempt residential-agricultural property represent

full displacement or full development or some percentage of displacement? 

The residential-agricultural displacement-development index scores are presented
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in Table 4-14 for the cities and Table 4-15 for the suburbs.  In the cities from 1955-2000,

the level of displacement of residential property was relatively low.  The cumulative

index score in Column I, .55, showed that the newly exempt property in the cities was

less than “half as developed” as the taxable residential-agricultural property in the cities. 

This is because the cumulative displacement-development index score, .55 in Column I is

less than the half score of .61 in Column J.  While not entirely land value, the %

displacement statistic shows this newly exempt property represented a displacement

level of only 43%.  During the 1955-1978  period, however, the % displacement statistic

was lower (38%), during the 1979-2000 period (51%).

Table 4-15: Residential/Agricultural Displacement-Development Index for Suburbs

Newly Ex.  Prop. Rat. %

Newly 

 Taxable Property Ratio Displacement-Development

Total Land NEPR Exempt Total Land TPR Index "Half" % Dis-

B C D=B/C  (B/F) F G H=F/G I=D/H Score placement

1955 -$2.0 -$0.9 2.08 -0.06% $3,431 $810 4.23 0.49 0.62 33.48%

1963 -$2.7 -$1.2 2.27 -0.05% $5,667 $1,177 4.81 0.47 0.60 33.32%

1969 -$4.1 -$2.4 1.67 -0.06% $6,887 $1,783 3.86 0.43 0.63 23.44%

1975 -$3.6 -$2.6 1.41 -0.03% $10,390 $3,141 3.31 0.43 0.65 17.82%

1981 -$3.0 -$2.1 1.43 -0.01% $20,643 $5,991 3.45 0.42 0.65 17.68%

1987 -$9.1 -$3.5 2.62 -0.04% $24,814 $6,450 3.85 0.68 0.63 57.05%

1993 -$7.4 -$4.4 1.69 -0.02% $37,724 $9,497 3.97 0.42 0.63 23.15%

1999 -$10.6 -$7.6 1.39 -0.02% $53,829 $13,237 4.07 0.34 0.62 12.70%

2000 -$20.1 -$12.6 1.60 -0.04% $57,357 $13,948 4.11 0.39 0.62 19.18%

55-00 -$247.5 $146.5 1.69 -0.03% $888,956 $226,527 3.92 0.43 0.63 23.57%

55-78 -$89.1 -$50.8 1.75 -0.05% $169,624 $44,430 3.82 0.46 0.63 26.77%

79-00 -$158.5 -$95.8 1.65 -0.02% $719,332 $182,097 3.95 0.42 0.63 22.20%

In the suburbs, there was an even lower displacement-development index score,

.43, and unlike the cities there was no increase seen during the 1979-2000 period.  The

.43 score means that there was only a 23.6% displacement level in the suburbs over the

course of these years.  In other words, the residential property becoming exempt was
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about “one quarter as developed” as the taxable property of that type.  

If one wanted to assume that all the developed residential parcels which became

exempt were alike, there are two explanations for these trends.  First, let’s also assume

none of these houses were deteriorated or run-down properties, and all were developed at

the same property ratio as taxable property.  The results would indicate that for every 

such residential house with a newly exempt property ratio equal to the taxable property

ratio for residential property, there were land value only parcels becoming exempt which

were equal in value to the total value of the parcels on which stood the displaced

residential houses.  That is one explanation for the 43% displacement level in the cities

and the even lower 23.6% level in the suburbs.

Still assuming that all developed parcels are alike, one could make a different

second assumption.  Instead of assuming that all these like parcels were as developed as

the taxable property, one could try assuming that all the residential property becoming

exempt was by and large deteriorating property with taxable property ratios that were only

43% (in the cities) or 23.6% (in the suburbs) as high as the rest of the taxable residential

property.  In that case, there were no parcels with only land value becoming exempt.  This

is the other pole of the two most homogenous explanations of how such newly exempt

property ratios could be created.  

The likelihood, of course, is that there was a little of each of the following 

phenomena at work: (1) displacement of viable residential properties, (2) removal of run-

down residential properties, which if purchased by an exempt entity were presumably

either razed and re-developed or renovated (something which is referred to in the next
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chapter as displacement then development), or (3) removal of undeveloped residential

land from the tax rolls.  

In addition to showing relatively low levels of displacement, Tables 4-14 and 4-15

show that the percentage of newly exempt property each year was rather low.  While

Tables 4-8 and 4-9 had earlier reported the annual average percentages of newly exempt

land, Tables 4-14 and 4-15 report cumulative percentages reinforcing the earlier findings. 

While the annual average percentage for newly exempt residential-agricultural property in

the cities was .06% (Column D, Table 4-8), the cumulative percentage was even lower,

.04% (% Newly Exempt, B/F, Table 4-14).  In the suburbs, while Table 4-9 reported an

annual average of .04%, Table 4-15 reported that over the course of the 1955-2000

period, .03% of the property became exempt.  Neither the annual average or the

cumulative average are ideal statistics.  For instance, neither could be applied to each

year’s property value beginning in 1955, in order to produce the same property value for

2000 as is seen in these charts.  These are summary statistics which provide a gross

estimate of these change processes, and should be understood in this manner.  What they

do tend to show, however, as did the earlier data for the proportion of taxable land

becoming exempt each year, is that while there is a steady partial displacement of taxable

residential property from the tax rolls, the proportion affected is a very small percentage

of the overall residential-agricultural tax base.  

The most apparent and readily observable pattern in examining these tables is the

surprisingly stable patterns seen over the years.  There was very little difference between

the 1955-1978 and 1979-2000 periods.  There were relatively few bold-faced cells that



201

would mean that a reliable displacement-development index could not be calculated that

year due to more property value or land value becoming unexempt than exempt in the

year.  There was clearly a steady trend in both the cities and suburbs in which property

value came off the tax rolls.  There were fewer extreme values than might be expected. 

True, these are data smoothed out by the different effects found in seventeen urban

counties.  Perhaps within a single city there would be more year to year variation.  This is

something which the Lucas/Toledo case study may show.  The next set of analyses,

however, concerns commercial-industrial property in the cities and suburbs.  

Commercial-Industrial Index Scores: Tables 4-16 to 4-17

The results for commercial-industrial data are reported in Tables 4-16 and 4-17.

From 1955-1978 in the cities, the displacement-development index was 1.44, 60% greater

than the full displacement that a score of 1.0 would represent.  In others, the newly

exempt commercial property wasn’t less than “half as developed” as the taxable property,

like the newly exempt residential-agricultural property was, it was almost “half again as

developed” as the taxable property, or so these results would suggest.

Table 4-17 reports an even higher level of displacement of commercial-industrial

property in the suburbs.  If these results can be trusted, when exempt entities relocated or

opened new facilities in the suburbs during these years, they often purchased developed

commercial office buildings to use, in addition to building new places of worship,

schools, etc.  

However, due to the data limitations discussed in the next section, the reported

displacement index score for commercial-industrial property may be an overestimation of
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the extent of displacement which took place, especially from 1979-2000, but even during

the 1955-1978 period.  It is clear, as the parcel level data for Toledo in chapter 5 will

show, that some degree of displacement took place during these years.  The question is

how much displacement.  As a result of these limitations, I will refrain from further

interpreting the results of the displacement-development index scores in Tables 4-16 and

4-17.  They should be consulted only with great caution, and conclusions based upon

them are tenuous at best.

Table 4-16: Commercial/Industrial Displacement-Development Index for 17 Cities

Newly Ex.  Prop. Rat. %

Newly

 Taxable Property Ratio Displacement-Development

Total Land NEPR Exempt Total Land TPR Index "Half" % Dis-

B C D=B/C  (B/F) F G H=F/G I=D/H Score placement

1955 -$7.9 -$1.5 5.22 -0.30% $2,673 $751 3.56 1.47 0.64 164.72%

1963 -$6.6 -$1.7 3.87 -0.22% $2,942 $759 3.88 1.00 0.63 99.64%

1969 -$17.0 -$1.5 11.55 -0.53% $3,169 $916 3.46 3.34 0.64 428.55%

1975 -$17.9 -$3.0 5.91 -0.46% $3,887 $1,134 3.43 1.73 0.65 202.41%

1981 -$37.7 -$1.0 36.13 -0.70% $5,383 $1,503 3.58 10.09 0.64 1360.71%

1987 -$17.4 -$4.3 4.06 -0.23% $7,684 $1,986 3.87 1.05 0.63 106.58%

1993 -$16.4 -$6.8 2.40 -0.16% $10,025 $2,584 3.88 0.62 0.63 48.69%

1999 -$150.9 -$13.9 10.85 -1.27% $11,855 $3,104 3.82 2.84 0.63 349.48%

2000 -$242.6 -$32.0 7.58 -1.96% $12,355 $3,241 3.81 1.99 0.63 233.78%

55-00 $1,269.7 $233.5 5.44 -0.49% $261,556 $69,346 3.77 1.44 0.63 160.14%

55-78 -$325.0 -$69.0 4.71 -0.43% $76,056 $20,999 3.62 1.30 0.64 141.41%

79-00 -$944.7 $164.4 5.75 -0.51% $185,501 $48,347 3.84 1.50 0.63 167.28%

 Still, it is possible to offer some observations regarding the findings about

commercial-industrial property in general.  One way of thinking about these results is that

exempt property does not rain down often on these urban areas, but when it rains it pours. 

The proportion of property becoming exempt each year is relatively low, but when 

property does become exempt, the long-term trend appears to include some degree of

displacement.  This is possibly due to what I call the University Towers Effect.
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I briefly mentioned the case of University Towers earlier.  It provides an excellent

example of the kind of real estate practice which could produce some portion of the

results seen in Tables 4-16 and 4-17 for commercial-industrial property.  The property

value to land value ratio of a building like University Towers is far higher than the

average taxable commercial parcel.  The transfer of one University Towers within a city

could produce a multi-year effect on the cumulative displacement-development index for

such a city.  While the residential-agricultural trends appeared to be smooth and steady,

the commercial-industrial results show the many outliers which can be produced by large

land sales (to and from exempt status) and by such large purchases (or sales) of developed

buildings by exempt entities.  

Table 4-17: Commercial/Industrial Displacement-Development Index for Suburbs

 Newly Ex.  Prop. Rat. %

Newly

 Taxable Property Ratio Displacement-Development

Total Land NEPR Exempt Total Total TPR Index "Half" % Dis-

B C D=B/C  (B/F) F G H=F/G I=D/H Score placement

1955 -$0.4 -$0.1 3.03 -0.04% $995 $162 6.15 0.49 0.58 39.46%

1963 -$9.3 -$0.5 17.50 -0.57% $1,631 $265 6.16 2.84 0.58 320.09%

1969 -$7.6 $3.1 -2.45 -0.31% $2,452 $587 4.18 -0.59 0.62 NA

1975 -$8.2 -$2.5 3.25 -0.22% $3,668 $998 3.67 0.89 0.64 84.26%

1981 -$7.6 -$1.6 4.63 -0.13% $5,961 $1,629 3.66 1.27 0.64 136.50%

1987 -$41.0 -$2.9 14.22 -0.49% $8,301 $2,072 4.01 3.55 0.62 439.81%

1993 -$32.1 -$0.1 284.71 -0.27% $11,996 $3,006 3.99 71.34 0.63 9485.27%

1999 -$122.1 -$10.1 12.05 -0.79% $15,365 $3,968 3.87 3.11 0.63 384.66%

2000 -$187.4 -$12.3 15.19 -1.13% $16,510 $4,465 3.70 4.11 0.64 525.94%

55-00 $1,202.8 -$94.3 12.75 -0.44% $274,909 $68,623 4.01 3.18 0.62 390.90%

55-78 -$142.9 -$12.9 11.09 -0.26% $54,701 $12,502 4.38 2.53 0.61 298.81%

79-00 $1,059.9 -$81.4 13.01 -0.48% $220,208 $56,121 3.92 3.32 0.63 410.91%

One other observation which should be made is that one should not assume that

commercial property is in general more intensively developed than exempt property.  In

fact, as the case study of Toledo will show, exempt parcels  often have a far higher
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property value/land value ratio than taxable commercial property.  This is not merely due

to displacement.  For every University Towers effect, there is what I call a Science

Institute effect.  Unlike the University Towers effect, the Science Institute effect is when

an exempt entity such as a large university tears down a building it already owns but then

engages in a major new construction project at that site.  Finally, for every Science

Institute effect, there is what I call the University Center East effect, in which an exempt

entity purchases undeveloped land which might never have been developed by the private

sector and turns it into a major new exempt property development.

Another possible explanation for higher levels of displacement for commercial-

industrial property than for residential property is the effect of zoning regulations.  Larger

swaths of undeveloped residential and agricultural land lie fallow, awaiting development,

than is the case with commercial and industrial land.  Furthermore, there are no

apparently stark differences between the taxable property ratios of residential-agricultural

and commercial-industrial property.  In the cities, as shown in Column H of Table 4-14

for 1979-2000, the residential-agricultural taxable property ratio was 4.66, higher than the

3.95 ratio in the suburbs (Table 4-15).  This is to be expected given smaller lots and more

multi-story and multi-family houses in the cities.  In other words, residential lots are more

intensively developed in the cities than in the suburbs.  For commercial-industrial

property, there is very little recent difference in the cities and suburbs, with both in the

3.84-3.92 range of taxable property ratios (Tables 4-16 and 4-17).  In the suburbs,

however, when commercial-industrial property becomes exempt, it tends to be intensively

developed property becoming exempt.  Thus, even in the 1955-1978 period, there was an
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index score of 2.53 in the suburbs, representing newly exempt property that was 299%

more intensively developed than the rest of commercial-industrial property (Table 4-17). 

In the cities, however, the newly exempt commercial-industrial property was only 141%

more intensively developed than the property on the tax rolls (Table 4-16).  

Displacement-Development Index Data Limitations

There are three limitations to the use of the displacement-development index with

commercial and industrial data in Ohio.  They are all related to how the real property

abstracts treat newly exempt commercial and industrial building valuation.  The first is

the problem of new construction on already exempt parcels, the second is the problem of

delayed exempt property applications, and the third is the problem of how the building

value of property tax abatements is treated.  In each of these cases, the newly exempt

commercial or industrial building value reported in the Real Property Abstracts is inflated

to include building value which wasn’t really taxable, in the sense that taxes were not

actually paid on the value.  These problems don’t exist for residential-agricultural

property, but affect the validity of the index scores for commercial-industrial property.

New Construction on Already Exempt Parcels

The first problem results from treating new construction on already exempt

parcels as taxable property, unless an exempt property application has been approved by

the November 1 deadline for each year’s abstracts.  Discussions with county auditor staff

members and Ohio State Tax Department officials show that this has been the official

practice since about 1987, but that some counties may have done it that way earlier, as

well.  If an exempt property application is approved in time, the new construction value is
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merely added to the exempt property abstract, but if it not it is treated as taxable and

carried over until the next tax year.  The following tax year, when the exempt property

application is approved, the value is removed from the taxable commercial property value

total and added to the exempt property abstract.  In that same year, however, the amount

is also added to the column for newly exempt commercial building value.  The problem is

that this means there are at least two kinds of value in that column: newly exempt

commercial building value resulting from new acquisitions by exempt entities and new

construction on already exempt parcels.  This presents a problem for the calculation of the

displacement-development index for commercial property.  

Delayed Exempt Property Applications

Another data limitation concerns both newly exempt commercial building value

and newly exempt commercial land value.  The limitation comes into play only in the

undetermined percentage of all purchases of exempt property which involve the purchase

of already exempt property by a new owner who then delays filing for or receiving an

exempt property application.  

When the previous owner was not exempt, this data limitation is not present.

When the parcel purchased was already exempt, something like the following

hypothetical sequence takes place.  Imagine Bowling Green University bought a

downtown Toledo facility for an urban extension, and did so in June of 1999.  Imagine

further that it bought the parcel from an exempt entity.  This means the property was not

on the tax rolls when purchased.  By law such property remains exempt until the end of

that tax year.  If a property tax exemption is approved that same year, and is also
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approved prior to the cut-off date for the Real Property Abstract, there is no newly

exempt building or land value reported on those abstracts.  The value is merely carried

over on the Exempt Property Abstracts, with at most a change in classification, say from

public to charitable, or from educational to religious.  

If the property tax exemption was not approved that same year, however, the next

year, technically, it is taxable.  The tax bill, however, is not sent out until January of

2001.  Often, that’s about when many public entities get around to filing the exempt

property application.  Meanwhile, in the absence of an approved exempt property

application, the value of that parcel is on the rolls as taxable commercial property.  When

the exemption does finally arrive, the parcel is taken off the tax rolls.  Back taxes up to

three years are forgiven.  The building value and land value of the newly exempt parcel,

however, are duly recorded in the newly exempt commercial property value columns of

the Real Property Abstracts.  These are the same columns used to calculate the

displacement-development index.  In other words, not only is some new construction on

already exempt parcels recorded as newly exempt commercial building value (as was

discussed in the previous section), so is some already exempt property value that is made

taxable only due to delays in filing for or receiving a property tax exemption.

Treatment of Tax Abatements for Building Value

Tax abatements for newly constructed industrial and commercial property produce

a similar problem.  Tax abatements were gradually introduced in most cities beginning in

1979.  Instead of merely adding the value of newly constructed industrial and commercial

property receiving abatements to the appropriate column in the exempt property abstract,
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it is also considered temporarily taxable until the abatement is finalized.  In most cases,

this involves only building value.  When the exemption or abatement is not received by

the end of a tax year, the carried over taxable value and subsequent year report of newly

exempt commercial or industrial building value tends to inflate the newly exempt

property ratio for commercial and industrial property.

In each of these three cases, the effect can be to inflate the amount of newly

exempt commercial or industrial building value.  As a result, while the method of

calculating the displacement-development index was shown to work for residential-

agricultural property, and while it is also applied to parcel level research in the next

chapter, these data problems limit the confidence we can have in the results of the

commercial-industrial displacement-development index scores reported above.

Discussion

This chapter sought to address concerns about the removal of taxable property

from the tax rolls.  I presented a method of analysis of the sources of increased exempt

property value, which included increases in the value of existing parcels of exempt

property and increases associated with new exempt parcels of property.  In addition, I

introduced an original displacement-development index in order to test competing

displacement and development theses derived from Perrow’s externalization of costs

perspective.

As part of my analysis of the sources of increased exempt property value, I

produced estimates of the extent to which the increase in the absolute value of exempt

property was due to new construction as opposed to the effects of inflation.  I was also
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able to report the total amount of land value becoming exempt, and the proportion it

represented of all property value and of all land value.  The structure of the data did not

permit reporting, or even estimating, how much of the land value becoming exempt was

part of land-only parcels and how much was part of parcels also containing building

value.  The available data on building and land value becoming exempt, however, were

used to operationalize the displacement-development index and to apply it to residential-

agricultural property from 1955-2000.  I found that in the suburbs only about one-fourth

of all property becoming exempt was removed through a process of displacement, with

the rest of the value removed being consistent with the development thesis.  In the cities,

there was a higher level of displacement, but the majority of property removed from the

tax rolls in the cities over the course of this period was still consistent with the future

development thesis.  The findings for commercial-industrial property from 1955-2000

were inconclusive due to data limitations that were not apparent until after considerable

analysis of the findings.

Chapter 4 has shown that significant amounts of commercial-industrial land value

becomes newly exempt each year in the cities, but this is not the case in the suburbs and it

is not the case for residential-agricultural property in either city or suburb.  It has also

shown that there are strong indications that the growth in the absolute value of

commercial-industrial property in both the cities and suburbs from 1955-2000 involved

some degree of displacement.  The amount of displacement remains unclear, due to data

limitations, but there are indications that much of the displacement which took place was

an artifact of relatively small numbers of large transfers, rather than the kind of steady but
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relatively minor displacement seen with residential-agricultural property, a sector which

saw more development than displacement when it came to newly exempt property.

Like many other studies of exempt property, the results of this chapter suggest that

once again the research ambitions of a property tax exemption researcher have been

partially defeated by the vagaries of the data.  This has been a lament of the authors of

nearly every one of the studies consulted and reviewed for this dissertation.  It behooves

me to add to their lamentations, although the data used in the next chapter show that case

studies at the parcel level have the potential to overcome this limitation.  In the next

chapter, my research returns to where it began: Toledo, Ohio.  
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CHAPTER 5:  LUCAS COUNTY CASE STUDY

This case study of  Lucas County Ohio and its county seat, Toledo, examines the

history and present status of the parcels of property associated with Toledo’s tradition of

public and nonprofit charitable institutions.  I begin the chapter with a historical overview

of the development of Toledo, focused on the historical conditions which accompany the

rise of public, nonprofit and religious property in Toledo and Lucas County.  Within the

overview, I identify a number of organizations arising during each period, many of which

continue to own public and nonprofit charitable property today.  Next, I bring property

back into the historical context, and discuss the ways in which Toledo grew by leaps and

bounds due to annexation of surrounding townships during the 1950s and 1960s.  This

provides a more specific historical example of some of the trends discussed in chapter 2. 

Next, I replicate the result of chapter 3 for Toledo by addressing the nature of the

relatively slow growth of the proportion of exempt property in Toledo.  In a section

focused on the questions addressed in chapter 4 as they apply to Toledo, I analyze the

growing absolute value of exempt property, and develop cumulative displacement-

development index scores from 1955-1979 and 1979-2000 for Toledo and its suburbs. 

Finally, this chapter goes beyond the analytic strategy of chapters two through four by

taking advantage of the availability of parcel level data on property tax exemptions.  The

data and method for an analysis using that data will be presented later in the chapter,



   Feeder lines into the canal were established by private companies, but by and large75

this was a state project (Knepper 1989).  
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followed by the preliminary results of that analysis.  The parcel of property and the nature

of its ownership is the key analytic frame for this chapter, and therefore an explanation of

the nature of parcels of real property follows. 

Toledo Historical Context

No sooner was Ohio founded as a state then questions associated with public and

other forms of exempt property were prominent in Toledo history.  Public works, namely

the construction of Ohio’s system of canals,  helped draw Toledo, a proposed canal75

terminal, into a border conflict with what was at the time merely that upstart territory to

the north – Michigan.  By the mid-1830s it was clear that the area which would be

incorporated as the City of Toledo in 1837 was a rising economic center.  Given Ohio’s

political power in Congress, in 1836 the dispute was settled in Ohio’s favor, although the

conflict simmered in the courts until 1973 (Shriver and Wunderlin 2000: 154-157;

Knepper 1989: 163-165).

By 1850, the effects of the canal were being felt.  Toledo was by then described as

the “great meeting-place and mart” of northwestern Ohio, with the value of its trade

having increased from $8 to $31 million per year.  Urban property values skyrocketed,

reinforcing the systems of taxation, including property taxation, designed to pay back

loans for the canal project, and fund school expenditures, roads, and other state projects

such as state hospitals and asylums (Cayton 2002: 52, 66).  

Immigration and emigration boosted Toledo’s population after the Civil War. 
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Prior to the Civil War, Toledo’s population was a mere 13,768 (Knepper 1989: 226).  The

canal projects had already attracted large number of Irish workers, as the Northern Ohio

cities of Toledo, Cleveland, Akron, and Youngstown began to outpace Cincinnati.  A

postwar boom in industrialization attracted immigrants from Europe and also emigrants

from rural areas of Ohio and the South into these cities.  A prewar enclave of African-

Americans in Toledo had grown from 1.1 percent of the population in 1810 to 8.2 percent

in 1850, and grew to 22.2 by 1880 (Cayton 2002: 282).  With these waves of immigration

and emigration, came a proliferation of places of public worship, ethnic mutual aid

societies, and trade unions.  The growing population also required an improved public

infrastructure.  A waterworks (1873) and bridge across the Maumee River (1884) helped

spur postwar development (Dockery et al 1997: 70).  

Many of the architectural treasures of today’s Toledo found their roots in the last

decades of the 19  century.  These included Pythian Castle, built by the secretth

philanthropic order, the Knights of Pythias, in 1890; the Lucas County Courthouse in

1897; the Valentine Building and Theatre in 1895, and Fire Station #13 in 1899 (Ware

2001).  Of 208 buildings receiving charitable property tax exemptions in 2000, 25 were

built prior to 1900, as were several of the public buildings now exempt.  

Some of the same organizations constructing exempt facilities during the late

1800s, and their organizational descendants, remain owners of exempt property today. 

For example, both Toledo Hospital and the Sunset House had their roots in the Women’s

Christian Association in 1873.  Riverside Hospital had its roots in The Retreat: A Home

for Friendless Girls, founded in 1884 (Glaab and Barclay 1982).  St. Vincent’s Hospital,
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now a modern hospital assessed at over $26 million, built its first brick facility on Cherry

St. in 1876.  This building served as the main parcel until being razed and redeveloped in

the 1960's (Glaab and Barclay 1982). 

Early 20  Century Progressive Reform: Impact on Exempt Propertyth

At the turn of the century, one of the nation’s leading Progressive reformers, Sam

“Golden Rule” Jones, and his successor, Brand Whitlock, gained national prominence for

their promotion of ultimately successful efforts to enshrine municipal home rule in Ohio

and nonpartisan elections in Toledo (Jones 1998).  Jones focused his efforts on the

promotion of a humane municipal environment.  He favored public ownership of transit

and other utilities and was an early proponent of zoos and public parks.  Riverside Park,

Collins Park, River Road Park and Sterling Park were established during the Jones-

Whitlock years from 1897-1913, as was the Public Safety Building on Champlain St.

Wealth rooted in private industry was often the basis for the establishment of

major nonprofit charitable and cultural facilities in Toledo.  From Toledo’s preeminent

place in the nation’s glass industry, Edward Libby’s fortune established the Toledo

Museum of Art, making Toledo, along with Cleveland and Cincinnati before it, “another

first class center for the arts” (Knepper 1989: 425).  Constructed in stages beginning in

1912, the Museum filed one of the earliest exempt property applications, auditor #30, in

1922, and added major additions in 1926 and 1933 (Ware 2001).  Much of the Museum’s

center was reconstructed in 1982 as part of continuing development (Glaab and Barclay

1982).  Before his death in 1908, Stevens Warren Flower donated property and funds to

open what, with additional fund-raising by the Methodists, was to become Flower
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Memorial Hospital (Glaab and Barclay 1982).  The Sisters of Mercy founded numerous

Catholic schools and health care facilities and today operate a major health care system in

Lucas County.  

Mid-20th Century Development of Exempt Property in Toledo

In the period immediately after World War I, the state instituted new laws

requiring organizations who wanted property tax exemptions to file applications for

exemptions with the county auditor.  These exemptions were subject to approval by the

State under the recommendation of the auditors.  127 applications were filed from 1919-

1929.  The first organization to so file in Lucas County was Volunteers for America,

which filed application #1 in 1919.  A number of other charitable organizations, including

the Smead School for Girls, the Y.M.C.A., the Ohio Neighborhood Institute, the Hebrew

Ladies Aid Society, the Toledo Society for the Blind, Toledo League of the Hard of

Hearing, the Social Service Federation of Toledo, and St. Vincent De Paul also filed

applications during that decade, along with dozens of religious congregations.  A number

of hospitals, including Mercy Hospital, Maternity and Children’s Hospital (formerly The

Retreat, and later Riverside Hospital), Flower Deaconess Home and Hospital (later

Flower Memorial Hospital), and Toledo Hospital, also filed applications during the

1920s.  In 1928, Toledo voters approved a $2.85 million bond issue to establish a

permanent home for the University of Toledo (Glaab and Barclay 1982).  

The depression decade brought a major surge in the real property ownership of the

exempt sectors. Toledo suffered a 20% unemployment rate, higher than any other Ohio

city (Cayton 2002: 313; Shriver and Wunderlin 2000: 359).  The Federal Emergency
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Relief Administration of 1933, the Civil Works Administration of 1933, and its

successor, the F.E.R.A.  Works Division of 1934, and the Works Progress Administration

made possible the Toledo-Lucas County Public Library in 1940, the first public housing

project, the aviary at the Toledo Zoo in 1937, as well as new parks and improvements to

the city’s infrastructure of sewers and water lines (Shriver and Wunderlin 2000: 365;

Bingham and Zhang 2001; Dockery et al 1997; Ware 2001).  These same programs

contributed to building the University of Toledo’s Glass Bowl stadium and a number of

residence halls from 1935-1938 (Glaab and Barclay 1982).  

Less well known during this decade was the growth of nonprofit charitable

organizations and nonprofit voluntary associations and their property holdings.  Among

the organizations filing exempt property applications during the 1930-1941 period were

the Toledo Newsboys Association, Toledo Society for Crippled Children, Toledo Animal

Shelter, Devilbiss Boy Scouts, Fred Douglas Community Center, Toledo Unemployed

League, Florence Crittenden Home, Lutheran Orphan and Old Folk’s Home, Toledo Girl

Scout Council, Women’s and Children’s Hospital, Child and Family Agency of Toledo,

and Goodwill Industries. 

As World War II came to a close, Toledo’s war contracts had accumulated to over

$1 billion, third highest in the state after Cleveland and Akron, according to census

records.  A federal arsenal at Rossford, just outside Toledo, was conveniently near the

city’s port (Shriver and Wunderlin 2000: 376).  Willys-Overland made Jeeps; Libby-

Owens-Ford made glass; Packard made aircraft engines.  Auto-Lite, which survived a

1934 strike involving two deaths and hundreds of injuries, was flourishing (Dollinger and



   By 1955, according to the Real and Public Utility Abstracts, Toledo had a total76

effective property tax millage rate of 22.74 mills, a tax of 2.274% on the assessed value of its
taxable real and public utility property.  Of this 3.54 mills went to city government, 13.90 mills
to the city schools, and 4.67 mills to the county.  Over the years this would increase substantially,
and by 1973 the effective millage rate in the City’s main taxing district, the Toledo/Toledo
Public Schools taxing district, was 44.90 mills, 4.4 of which went to the city, 33.20 to the
schools, and 6.30 to the county, along with miscellaneous other levies.  By 2000, the gross
millage rate for the same district was 87.7 mills, but was reduced by different reduction factors
prescribed by state law, so that the residential-agricultural effective rate was 52.36 mills and the
rate for commercial, industrial, and public utility property was 69.2 mills.  Recently, Toledo
voters passed a five mill increase in the school millage to support a major reconstruction of the
system of public schools over the next few years; yet operating levies occasionally fail.  
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Dollinger 2000).  The Toledo Plan proved to be the nation’s foremost example of a new

trend towards promoting tripartite (labor, business, civic) commissions designed to

jawbone and cajole participants into avoiding disruptive strikes and improving labor

relations in general (Shriver and Wunderlin 2000: 385-6).  Following on the footsteps of

the civic collaboration accompanying this plan were 1950s and 1960s municipal reforms

and initiatives which brought with them new public and nonprofit sectors facilities.  

New developments included a new Union Station in 1950, a million-dollar Health

Center and a municipal airport in 1954, as well as new public high schools (Porter 1987;

Dockery et al 1997).  Voters approved funding for the University of Toledo; a city payroll

income tax, and a $3.5 million expenditure by the City Council for the airport.  In 1955,

the Toledo-Lucas County Port Authority also was established, and in 1956 was supported

by yet another voter-approved property tax levy.   Already the nation’s largest soft coal76

port by 1945, the port and a $4.5 million bond to expand it in 1960 enabled Toledo to

become the Great Lake’s first foreign trade zone (Porter 1987).  

The religious sector was also active in building exempt property.  Three new

Catholic high schools opened in the 1950s (Porter 1987).  By the mid-1950s, Toledo had
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173 Protestant churches representing 43% of the congregational membership in Toledo,

where nearly half the population belonged to a congregation.  Forty-three Catholic

churches represented 53.2% percent of the total membership.  Jewish congregations

represented 3.5% (Stinchcombe 1968).

During the 1960s, the Lucas County Recreation Center opened in Maumee in

1963, and a new Masonic complex opened in 1969 in Toledo.  The same month, the State

announced that the University of Toledo would become a state university, rather than be

operated by the city, and ground was broken for two new buildings.  The Toledo

Metropolitan Housing Authority also completed several projects (Porter 1987).  

As of the mid-1960s, Toledo had over twenty property tax exempt institutional

facilities for health and mental health care, all of which (St. Charles Hospital in Oregon

and Miami Children’s Center in Maumee) were still in Toledo proper (Toledo Regional

Plan for Action 1970).  It also had eleven major cultural/recreational facilities, including

the Jewish Community Center, the University of Toledo, the Toledo Museum of Art, the

Toledo Zoo, and the Masonic Auditorium, all eleven of which were in Toledo.  Five

major educational facilities were noted in 1970: University of Toledo, Community and

Technical College, Medical College of Ohio, Penta-County Vocational High School and

College, and Bowling Green State University.  Bowling Green State University was in 

adjacent Woods County and the vocational college was outside the city proper (Toledo

Regional Plan for Action 1970).  

The construction of public sector nonprofit facilities has continued since 1970,

both small and large.  For instance, the Josina Lott Foundation purchased a parcel of land
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for $115,000 in 1975, and applied for an exempt property application in 1978, the year in

which construction began.  Their exempt property application, #4219, stated:

The property is being used as a permanent facility in which retarded persons, with
no regard to their sex, creed, color and/or race are cared for, educated and/or
trained to that extent possible depending upon the individual ability of each of
such persons.  One building is housing 5 residents and the other is being used as
offices for administrative functions until additional residents enter.  

The building was designed for 32 residents.  Considerably larger, Government Center,  a

high-rise for state, county and city offices, opened in 1983.  It is the current site of the

auditor’s offices.  In 1995, the county bought a sheltered workshop on Burdan St. which

had previously been an industrial warehouse.  They turned it into the very same facility

now housing the records archive of exempt property applications. 

Demographic Trends

Since 1940, Toledo had been becoming less and less white.  In 1940, the city was

95% white and the suburbs were 99% white.  In 1950, the respective figures were 91.7%

and 98.2%.  By 1960, 87.3% of Toledo residents were white, and 97.8% of the suburban

residents were white.  By 2000, the suburbs were still 93.6% white.  By 1970 Toledo was

still 85.9% white, although this was partially due to the annexations of largely white

suburban areas which increased the size of the city from 49 square miles to 81.2 square

miles (see Table 2-3).  By 1980, Toledo was 80.1% white and it was 70.2% white by

2000.  One should place this change in the perspective of Toledo’s population decline,

which was set in motion between 1970 and 1975 (-4.3%).  Population continued to

decline by another 4.3% by 1980, another 3.5% by 1990, and 6.1% more by 2000.  

From 1972 to 1982, Toledo lost 12,000 jobs to corporate relocations and mergers



   During the 1970-1980 period, however, the value of Toledo’s industrial property77

grew from $70 million to $156 million.  Perhaps this tells a different story than is often
considered.  Many manufacturing jobs were lost in Toledo.  In fact from 1976 to 1996, such jobs
declined from 57,469 to 38,351 (Gatrell and Reid 2002).  Yet despite job loss due to factory
relocation and automation, the growth of industrial capital continued during these years.  Such
data suggest the need for more intensive research into the actual extent of deindustrialization in
cities such as Toledo.  
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(Cayton 2002: 369).   Despite the constructions jobs associated with projects such as77

these, Toledo, like other medium sized cities in Ohio, saw its greatest increase in ghetto

poverty during the 1980s, unlike Cleveland and Cincinnati, which saw their highest rates

of growth in ghetto poverty during the 1970s.  By 1980, Toledo’s poverty rate was 13.6%,

lower than the other Big Six cities, which ranged from 20.5% (Akron) to 28.7%

(Cleveland).  By 1990, the Toledo rate had risen to 19.1% (Dearborn 1996).  As Paul

Jargowsky put it, “In a sense, in the 1980s these smaller cities caught up with the major

cities of their region” (1997: 48).  

Toledo as Elastic City: Annexation from 1950-1965

As suggested in chapter 2, annexations often obscure the possibility that the

growth rate of taxable real property was even lower in the historical city centers of those

cities than was previously realized.  In the following section, I will place the subsequent

data on the changing proportions and absolute growth of exempt property in the Toledo

area into the historical context of Toledo’s history of annexation.

Like Columbus, Toledo was an elastic city.  Toledo had annexed parts of West

Toledo in 1940 and more land on the East Side in 1942.  Altogether there were fourteen

annexations in 1950 and 1951, increasing Toledo’s population by 10,500 residents (Porter

1987: Bingham and Zhang 2001: 22).  In 1957 Toledo voters adopted a charter
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amendment expressly permitting the city to annex land without incorporating the property

into the city school district.  According to one account, “This was intended to make

annexation more attractive to residents who preferred township schools” (Porter 1987:

120).  Given these incentives, annexation proceeded apace.  Between 1960-1965,

Toledo’s land area nearly doubled, and its population increased 22 percent (Bingham and

Zhang 2001: 22).  By 1967, Toledo had annexed Adams Township in its entirety.  Under 

state law, this township’s schools had to be incorporated into the city district.  The city’s

annexations of most of Washington Township, and parts of Sylvania Township and

Springfield Township, however, created a growing “common area” of parts of the city

that were outside the main school district.  

By 1970, Toledo was 81.2 square miles in size.  All in all, during its annexation

spree, Toledo more than doubled in size, from 38.3 square miles in 1950 to 81.2 in 1970.

Porter pointed out that were it not for these annexations, rather than growing in

population by 20 percent from 1960-1970, the population would have decreased slightly,

due to a six percent decline in population in the areas of Toledo that were in the city as of

1960 (Porter 1987: 121).  From 1950-60, as shown in Table 2-1, Toledo’s population

increased only from 303,616 to 318,003, but it grew in size from 38.3 square miles to 49

square miles (Table 2-3).  Since that time Toledo has seen little change in its square

mileage, and its population, which increased from 318,003 to 384,015 between 1960 and

1970, has declined to 313,619 by 2000.  It’s population density fell during this period

from 5132 persons per square mile in 1950 to 4729 in 1970 and 3891 in 2000 (Table 2-2). 

In addition to gaining population, the city gained property value for city
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government, and some important property value for its main taxing district through the

annexation of Adams Township and several of the earlier annexations.  In 1960, the total

real and public utility taxable value of the City of Toledo was $678.6 million, with $666.5

million being in the main taxing district, City of Toledo/Toledo Public Schools.  The City

of Toledo/Adams Township Schools taxing district began in 1960, with a small

annexation worth $5.6 million in the assessed value of the real and public utility property,

according to the Real and Public Utility Abstracts.  By 1965, the last year before the

district was incorporated into the City of Toledo/Toledo Public Schools taxing district, it

had grown to $79 million.  Annexing portions of Maumee and Washington Township

created two new taxing districts, which added approximately $3 million each in their first

year, 1960 and 1962 respectively.  The annexation of parts of Sylvania Township in 1962

added $1.2 million.  The City of Toledo/Ottawa schools district added a relatively small

$192,610 to the city’s property tax rolls in 1963.  In 1964, the final new taxing district,

Springfield, added $605,910.

By 1970, the city’s taxable value was $973.8 million, an increase since 1960 of

$295.2 million.  $773 million of the 1970 value of $973.8 million was in the main taxing

district (which now included all of what was Adams Township and it’s $79 million in

value).  This left approximately $199 million in the common areas combined.  It also

meant that of the main district increase from $665.5 million in 1960 to $773 in 1970, an

increase of $107.5 million, at least $79 million was the new value of Adam’s Township

added to the main district in 1965.  That means that the taxable property value in the main

district of Toledo, the part of Toledo within the Toledo Public Schools area, grew at most



   In 1923, Lucas County had $467.6 million in total (real and public utility and exempt)78

property value, $35.5 million of which (7.5%) was exempt.  In 1933, Lucas County had a total
property value of $511 million, $60.8 million of which was exempt, approximately 12%.  By
1943, the taxable value was $608.7 million, $83.8 million of which was exempt (13.7%).  By
1955, the new annual Exempt Property Abstracts reported Lucas County to have $118,399,990 in
exempt property, 13.3% of all real and public utility property.  By 2000, Lucas County had $7.4
billion in total property value, $1 billion of which was exempt, or 13.5%.
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$28.5 million.  Analysis of the projected growth rate in the wholly annexed Adams

Township part of the main taxing district shows that there was little or no increase in

property value in the rest of the main district during those years.  

From 1970-2000, the property value of the main district increased from $773

million to $2.3 billion, an increase of 198%.  During those same years, the property

values in the common areas increased from $189.9 to $982 million, an increase of 417%,

over twice as fast.  Meanwhile, the real property value of Lucas County’s suburban areas,

increased from $366 million in 1970 to $3.1 billion in 2000, an increase of 748.80%. 

Nevertheless, the relatively slow rate of growth in taxable property in Toledo did not

result in an increase in the proportion of exempt property.

Toledo’s Social System of Real Property
 

There was very little increase in the proportion of exempt property in Lucas

County during the 20  century.  Furthermore, the City of Toledo, unlike most of Ohio’sth 78

cities, did not experience a major increase in the proportion of exempt property from

1955-2000.  Toledo’s exempt property increased from 16% (Table 3-3) to 18.5% of all

real property (Table 3-2).  Still, rates were somewhat higher in the main taxing district. 

In 1974, the first year such data were reported, 21.8% of the real property in the City of

Toledo/Toledo Public Schools taxing district was exempt.  As Table 3-1 reported, 22.6%
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was exempt in the main district by 2000. 

By 2000, Columbus (21%), Cleveland (34.2%), Cincinnati (25.2%), Akron

(21.9%), and Dayton (32%) each had proportions of exempt property considerably higher

than Toledo’s 16.5%, despite starting in 1955 with lower proportions.  Although there

was less of a growth in the proportion of exempt property in Toledo, the question remains

whether its growth rate for both taxable and exempt property was greater or lesser than in

the suburbs, and how this compared with the seventeen cities studied in chapter 3.  In this

section I will address the same question asked in chapter 3.  In other words, I will seek to

discover for Toledo and its suburbs whether the growth of exempt property value in

Toledo was a function of higher growth rates for exempt property or lower growth rates

of taxable property or some other combination of these factors. 

Table 5-1 (a version of Table 3-20 for Lucas County) reports the value of various

types of taxable and exempt property, expressed as their percentage of all real property in

Toledo and the suburban areas of Lucas County.  The 2.5% increase in the proportion of

exempt property in Toledo is considerably smaller than the 9.6% increase (from 14.5% to

24.1%) reported in Table 3-20 for the seventeen cities I studied.  The second set of rows

reports the same data for Toledo’s suburbs.  There was only a .1% increase in exempt

property, although there was not the decrease of 1.7% for all seventeen suburban areas. 

On the other hand, Toledo’s suburbs started out with a considerably lower overall

proportion of exempt property (7.6%) than did the seventeen suburban areas overall

(11.3%).  

There are a number of other noteworthy results reported in Table 5-1.  I will



225

concentrate only on those results which either demonstrate notable city/suburban

differences, or which differ substantially from the results for all seventeen cities and

suburbs, reported in Table 3-20.  I will begin with the Taxable Property Columns and

move to the right.  While Lucas County experienced similar declines in industrial

property in both city and suburbs as experienced in the other counties, it both began and

ended the period of study with residential property as a comparatively higher proportion

of all real property, in both city and suburbs.  In 2000, residential property was 55% of all

value in Toledo, compared to 46% in all cities.  In 2000, Toledo’s suburbs were 74%

residential, compared to 70% for all 17 suburban areas.  As it did for all cities and all

suburbs, the proportion of federal property fell over the 1955-2000 period, contrary to

notions of a growing federal presence (although statistics on federal employees as a

percentage of all employment would be a valuable additional measure of any such trend). 

Toledo had lower levels of regional exempt property than did all cities and

suburbs.  As shown in the Total column under Regional Amenities and Infrastructure, in

2000, 8.9% of all property was regional exempt property, an increase of 4.6% since 1955. 

This compares to the figure of 11.6% in all cities, where there was a 5.8% increase since

1955.  Toledo’s suburbs, however, showed the same rate in 2000 (2.5%) as all suburbs. 

As with all counties, the proportion of regional exempt property was much higher in

Toledo than in the suburbs.  In absolute value terms, Toledo hosted $359 million in

regional exempt property, compared to $85 million in the suburbs.  

On the other hand, Toledo’s suburbs held $153 million in local exempt property, 



Table 5-1: Taxable and Exempt Property Types in Toledo and its Suburbs: % of all Real Property, 1955, 1977, 2000; 
Change in % 1955-00, Average Annual Growth % 1955-00, 2000 Value as a Multiple of 1955

Data For Taxable Property Regional Amenities/Infrastructure  Local Amenities/Infrastructure Abate- Totals

Toledo IND COM R/A FED STAT COU PRED NPC Total BDED LOC RELI OTHE Total ments TAX EX

1955 8.7% 26.0% 49% 0.5% 0.5% 0.7% 0.1% 2.5% 4.3% 4.1% 2.7% 3.4% 1.4% 11.6% 0.0% 84.0% 16.0%

1977 5.4% 25% 54% 0.4% 2.3% 1.1% 0.1% 2.7% 6.5% 2.6% 3.8% 2.1% 0.3% 8.8% 0.0% 84.7% 15.3%

2000 3.9% 22% 55% 0.2% 3.9% 1.0% 0.5% 3.2% 8.9% 2.5% 2.4% 2.3% 0.1% 7.4% 2.1% 81.5% 18.5%

55-00 -4.9% -3.8% 6.2% -0.3% 3.4% 0.4% 0.4% 0.7% 4.6% -1.6% -0.3% -1.1% -1.3% -4.2% 2.1% -2.5% 2.5%

AAG % 2.6% 4.1% 4.9% 3.3% NA 7.1% NA 6.3% 6.6% 3.6% 5.5% 3.8% 0.9% 3.4% N A 4.5% 4.8%1

2.9M of  55 5.5 7.3 2.5 NA 9.9 NA 8.3 13.4 4.0 5.9 4.4 -1.6 4.1 NA 6.3 7.52

Data For Taxable Property Regional Amenities/Infrastructure       Local Amenities/Infrastructure Abate- Totals

Suburbs IND COM R/A FED STA COU PRED NPC Total BDED LOC REL OTH Total ments TAX EX

1955 8.8% 12% 71% 0.5% 0.2% 0.5% 0.6% 0.2% 2.0% 2.9% 1.1% 1.0% 0.6% 5.6% 0.0% 92.4% 7.6%

1977 3.6% 18% 67% 0.2% 1.5% 1.0% 0.0% 0.7% 3.5% 2.8% 2.5% 1.6% 0.7% 7.6% 0.0% 88.9% 11.1%

2000 2.6% 16% 74% 0.1% 0.3% 0.5% 0.1% 1.6% 2.5% 1.6% 1.6% 0.9% 0.4% 4.5% 0.6% 92.3% 7.7%

55-00 -6.2% 3.4% 2.8% -0.4% 0.1% 0.0% -0.4% 1.3% 0.5% -1.3% 0.5% 0.0% -0.3% -1.0% 0.6% -0.1% 0.1%

AAG % 4.1% 7.3% 6.6% 8.0% NA 6.5% NA NA 7.3% 5.0% 8.5% 8.4% 5.9% 5.8% N A 6.5% 6.2%1

3.9M of  55 16.7 12.6 17.6 NA 12.0 NA 91.7 16.4 7.3 10.1 12.7 7.5 10.7 NA 13.1 13.22

 AAG% is annual average growth rate for this property form, calculating by dividing the total of all annual growth rates from 1955-00 by 45.1

 M of '55 is the tax year 2000 assessed dollar value as a multiple of the 1995 value, calculated by dividing the 2000 value by the 1955 value.2
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compared to $297 million in Toledo.  In percentage terms, in 2000 7.4% of all real

property value in Toledo was local exempt property, compared to 4.5% in the suburbs. 

Several factors contribute to this higher rate in Toledo.  First, the value of its school

district property (BDED) was $101.8 million, or 2.5% of all real property value in 2000,

while in the suburbs there was $55.2 million in school property, 1.6% of all value. 

Second, the value of local government property (LOC), namely city and township

property, was proportionately 50% higher in Toledo.  Finally, there is a concentration of

large religious facilities in Toledo.  

The value of property tax abatements in the suburban areas surpassed those in the

cities for the first time in 2000, when all seventeen counties were considered.  This was

by no means the case in Lucas County.  In Toledo, there were $86.8 million in abatements

in 2000, 2.1% of all real property value, while in the suburbs there were only $20.8

million, .6% of all real property value.  

There was no significant change in Lucas County in the relative value of taxable

and exempt property during these decades.  Neither in the city, nor in the suburbs, did

such a change take place.  Nor were there any striking differences between Lucas County

and the other urban counties on most measures of the proportion of these various property

forms.  The few notable differences were certainly not striking differences.  These data

seem to rule out any municipal uniqueness hypothesis, with respect to Toledo’s tradition

of public, voluntary and religious property, compared to Ohio’s other urban counties. 

The social system of real property has operated in Lucas County and in Toledo in

remarkably similar ways as it did in Ohio’s other urban counties.
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Newly Exempt Land in Toledo and Suburbs

In this section, I will present data on the amount of land becoming exempt each

year and the proportion of all land value it represents. The full tables used to produce

these data, Tables 5-2 and 5-3, are provided in Appendix H.  In Tables 5-2 for residential-

agricultural land, I replicate Table 4-12, and in Table 5-3 for commercial-industrial land I

replicate Table 4-13, although I have changed the newly exempt land columns so that

they display value in thousands of dollars rather than millions of dollars. 

Table 5-2: Residential/Agricultural Land in Toledo and Suburbs: Assessed Value in
Millions; Newly Exempt in Thousands; Percent Newly Exempt

City Newly Percent Suburbs Newly Percent

Taxable Exempt in Newly Taxable Exempt in Newly

Years Res/Ag Land Thousands Exempt Res/Ag Land Thousands Exempt

1955 $56.6 -$292,030 -0.52% $50.7 -$71,660 -0.14%

1963 $72.4 -$23,780 -0.03% $44.8 -$12,910 -0.03%

1969 $109.1 $137,530 0.13% $52.5 -$38,500 -0.07%

1975 $143.3 $10,000 0.01% $78.3 -$10,470 -0.01%

1981 $236.7 $286,450 0.12% $179.1 $14,100 0.01%

1987 $191.4 -$18,320 -0.01% $193.2 -$256,160 -0.13%

1993 $284.0 -$18,890 -0.01% $273.2 -$157,330 -0.06%

1999 $355.6 -$90,860 -0.03% $447.9 -$58,080 -0.01%

2000 $455.5 -$176,730 -0.04% $518.1 -$200,630 -0.04%

1955- $8,653 -$2,026,780 -0.021% $7,738 -$6,066,040 -0.06%

2000 Sum Sum Annual Aver. Sum Sum Annual Aver.

Table 5-2 shows that over the course of the 1955-2000 period, an annual average

of .021% of the land in the Toledo area became exempt each year.  This approximately

1/50th of one percent is much less than the approximately 1/10th of one percent (.11%) 

reported in Table 4-12 for all seventeen cities.  It is still a relatively small amount of land

value, as an examination of the dollar amounts becoming exempt indicates.  In only one

year (1994) did more than a million dollars in land become exempt.  With the exception
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of 1955 ($292,030) and 1981 ($286,450), in all other years less than $200,000 in land

became exempt.  Only $2 million in land became exempt in Toledo during this entire

period.  The bold-faced years in the full version of the table in the appendix represent the

ten years out of 46 where more land value became unexempt than exempt.  The patterns

seen are consistent with the earlier suggestion that occasional years of large amounts of

newly exempt property (the earlier-discussed University Towers effect) may have a strong

influence on the long-range patterns of newly exempt property.  This can be true of land

value as well (the previously-discussed University Center East effect). 

Table 5-2 also reports data for the suburbs.  During the 1955-2000 period, an 

annual average of 0.06% of the land in the suburbs became exempt each year.  This was

similar to the 0.08% reported in Table 4-12 for all seventeen suburbs.  There was a

similar large amount of newly exempt land in 1994 of undetermined origin.  The typical

pattern was for there to be less than $100,000 in newly exempt land in the suburbs of

Lucas County.  In the suburbs, however, there were only three years in which a net

amount of land became unexempt.  Also, despite the lower proportion of newly exempt

land on an annual basis, there was approximately three times more newly exempt land in

the suburbs than in Toledo.  In Toledo, only $2 million in land became exempt, but in the

suburbs over $6 million became exempt.  

Newly Exempt Commercial-Industrial Land

Table 5-3 shows that in the 1955-2000 period, an annual average of .38% of the

commercial-industrial land in the Toledo area became exempt each year, and .64%

became exempt in the suburbs.  Although not reported in Table 5-3, the overwhelming
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bulk of this land was commercial land, rather than industrial land.  Of the $22.5 million in

newly exempt commercial-industrial land in the cities over the course of these years, only

$2.4 million was industrial land.  In the suburbs, of the $10.4 million in newly exempt

commercial-industrial land, only $164,920 was industrial land.  

Table 5-3: Commercial/Industrial Land in Toledo and Suburbs: Assessed Value in
Millions; Newly Exempt in Thousands; Percent Newly Exempt

City Newly Percent Suburbs Newly Percent

Taxable Exempt in Newly Taxable Exempt in Newly

Years Co/Ind Land Thousands Exempt Co/Ind Land Thousands Exempt

1955 $69.8 -$530,190 -0.76% $11.0 -$110,620 -1.00%

1963 $76.1 -$308,820 -0.41% $7.4 -$112,800 -1.53%

1969 $75.5 -$624,940 -0.83% $8.5 -$118,880 -1.39%

1975 $89.2 -$1,727,460 -1.94% $20.4 -$166,830 -0.82%

1981 $164.5 -$115,200 -0.07% $56.0 -$282,940 -0.51%

1987 $189.6 $832,700 0.44% $76.7 $109,520 0.14%

1993 $227.7 $325,590 0.14% $121.8 $82,350 0.07%

1999 $249.5 -$1,569,970 -0.63% $146.8 -$32,240 -0.02%

2000 $277.6 -$977,390 -0.35% $170.1 -$1,342,420 -0.79%

1955- $6,737 -$22,478,800 -0.379% $2,653 -$10,386,130 -0.64%

2000 Sum Sum Annual Aver. Sum Sum Annual Aver.

As this table shows, the amount of newly exempt commercial-industrial land in

Toledo was over ten times as high as the amount of newly exempt residential-agricultural

land.  In the suburbs the difference was much smaller, with $10.3 million in newly

exempt commercial-industrial land, and $6 million in residential-agricultural land.  This

is significant given McEachern’s observation about the greater impact of exemption of

commercial-industrial as opposed to residential property (McEachern 1981). 

The approximately one-half of one percent of commercial-industrial land value

becoming exempt each year is no small amount of value lost to the tax rolls, although  the

theoretical perspective adopted here considers this to be evidence of development unless
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accompanied by enough additional newly exempt building value to produce newly

exempt property ratios equal to the taxable property ratios in the same years.  Evidence

for large effects associated with particularly large exemptions can be seen in 1977, 1998

and 2000, when there were $1.9, $1.4 and $1.3 million dollar transfers, together

representing 44% of all exempt property from 1955-2000.  In Toledo, of the 46 years,

there were nine years with land transfers to exempt status of $1 million or more, plus one

year with such a net amount of land becoming unexempt, with a net total of $12.8 million

dollars in land becoming exempt.  These mega-years represented 57% of all the exempt

land from 1955-2000.  This is further evidence for some combination of the University

Towers effect, the University Center East effect, or, since 1979 at least, the Abatement

effect.  These mega-years of newly exempt land most likely show that there were discrete

exempt property projects involved.  Real hospitals, real universities, real seminaries, real

government facilities were engaged in the acquisition of space which they perceived that

they needed for their public, charitable, educational or religious uses.  These results show

the importance of not reifying newly exempt property, but rather recognizing its organic

links to actual organizational practices.

Displacement-Development Index for Lucas County

The displacement-development index was designed to study the question of the

growth in the absolute value of exempt property across large swaths of urban and

suburban space.  Unfortunately, the systems of data reporting in many states do not

conform to the requirements for calculating the displacement-development index.  In

Ohio, as we saw from the aggregate data, the index calculates quite nicely for residential-
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agricultural property, but for commercial-industrial property there were problems

associated with the pollution of the newly exempt commercial and industrial building

value data by newly exempt commercial building value that is an artifact of property tax

abatements, new construction on already exempt parcels and late exempt property

applications.  Given its value for estimating, however, at least long-term trends of

displacement and development, it remains valuable to calculate the index, even at the

local level.

Residential-Agricultural Index for Toledo Area: Tables 5-4 to 5-5

In Tables 5-4 and 5-5, presented in abbreviated form below and in full in

Appendix H, I present the displacement-development index scores for Toledo and for its

suburbs.  In 20 of the 26 years for Toledo, and 10 of the 46 years for the rest of the

county, the net amount of the total value of either land value or building value becoming

either exempt or unexempt was a positive number, meaning a net amount unexempt. 

Therefore I couldn’t calculate a valid Newly Exempt Property Ratio (NEPR), which

produces the displacement-development index when divided by the Taxable Property

Ratio (TPR).  When the index was calculated across a number of years, however, such as

the 1955-1978 period, or the 1979-2000 period, or across the entire 1955-2000 period, the

analysis produced results which can be interpreted properly.  This is because doing so

accumulates the amounts of newly exempt property and land value over a number of

years before calculating the index, thus revealing the long-term trends hidden by the year

to year fluctuations.  
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Table 5-4: Toledo Residential/Agricultural Displacement-Development Index

 Newly Exempt in

Thousands of $ 

Newly  Taxable Value in    

Millions of $

Displacement-Development

Total Land NEPR Exempt TAXV TAXL TPR Index "Half" % Dis-

B C D=B/C B/F F G H=F/G I=D/H J placement

55-00 -6,522 -2,027 3.22 -0.01% $43,944 $8,653 5.08 0.63 0.60 54.39%

55-78 -613 -48 12.87 -0.01% $12,125 $2,654 4.57 2.82 0.61 332.76%

79-00 -5,909 -1,979 2.99 -0.02% $31,819 $5,999 5.30 0.56 0.59 46.14%

Table 5-5: Suburban Residential/Agricultural Displacement-Development Index

  Newly Exempt in

Thousands of $ 

Newly  Taxable Value in     

Millions of $

Displacement-Development

Total Land NEPR Exempt TAXV TAXL TPR Index "Half" % Dis-

B C D=B/C B/F F G H=F/G I=D/H J placement

55-00 -9,098 -6,066 1.50 -0.03% $32,690 $7,738 4.22 0.36 0.62 15.50%

55-78 -817 -727 1.12 -0.01% $5,877 $1,677 3.50 0.32 0.64 4.94%

79-00 -8,281 -5,339 1.55 -0.03% $26,814 $6,061 4.42 0.35 0.61 16.09%

Given a high concentration of invalid annual NEPRs during the 1955-1978 years,

the results for those years are suspect.  As a result, I will restrict my interpretation to the

1955-2000 period overall.

From 1955-2000, the NEPR was 3.22, lower than the TPR of 5.08, producing a

cumulative displacement-development index score of .63.  At a TPR of 5.08, an index

score of .6 would indicate that the newly exempt property was approximately “half as

developed” as the property on the tax rolls during that period.  This was the case for

residential-agricultural property in Toledo during these years.  It represented 54%

displacement, and 46% development.  In other words, if all the properties becoming

exempt had both building and land value, then the buildings were rundown or were in

areas with large lots and inexpensive buildings.  This is unlikely in such an urban area. 

Alternatively, if half the land value which became exempt did so in land-only
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transactions, it means that the other half of the newly exempt residential property was

from parcels which were equally as developed as the taxable residential property mix

overall.  For example, to simplify the amounts, consider that $6 million in property value

became exempt during those years, including $2 million in land value.  This is close to

the figures reported in Table 5-4.  If no land, outside of transactions including building

value, became exempt, then we could conclude that the property involved was rundown

and only about “half as developed.”  If $1 million of that land value became exempt, 

however, as part of land-only transactions, it means that the NEPR of the remaining

newly exempt property was $5 million/$1 million, or 5/1.  This would mean that those

parcels were equally as developed as the taxable property; that half of the land-linked

transactions would be pure displacement, and the land-only transactions would be pure

development.  

In the case of Table 5-5, for the rest of the county, there were fewer NA indicators

of negative NEPRs or false positive NEPRs.  There was very little property becoming

exempt during the 1955-1978 period, but there was an acceleration of such exemptions in

the 1979-2000 period, such that overall approximately 0.03% of residential property

would be expected to become exempt in any one year.  Overall, however, for all the

periods I studied, the cumulative displacement-development index score was very near

the pure development score.  Over the course of this period, 15.5% of all newly exempt

property in the suburbs represented displacement.  84.5% of this property was utilized in

a way consistent with the development thesis.  Not only did very little residential-

agricultural property become exempt in the suburbs over these years ($9 million dollars),
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but most of it was the land value I discussed in the previous section ($6 million). 

Therefore, very little residential displacement took place in the suburbs. 

Commercial-Industrial Index for Toledo Area

The use of the displacement-development index has proved somewhat valuable

and occasionally informative, both across the center city space and suburban space of

Ohio’s urban areas and here in Toledo.  I have already discussed the limitations of the

displacement development index for commercial-industrial property in recent years. 

Thus, I will discuss these indexes only briefly.  The tables are available only in the

appendix.  As shown by Tables 5-6 and 5-7, in Toledo, from 1955-1978, there was $104

million in accumulated newly exempt commercial-industrial property.  In the rest of the

county, there was another $48.8 million in newly exempt property.  The property/land

ratios of this property were considerably higher than those for taxable property.  As a

result the displacement-development index scores were over 3.  This means that in both

city and suburbs, from 1955-1978 the newly exempt property represented high degrees of

displacement.  This newly exempt property overall was over 400% more intensively

developed than the typical commercial-industrial property.  The results of the following

parcel level study, however, confirm that it is inadvisable to rely upon the results of the

commercial/industrial index results.  The index itself is a valuable measurement

instrument, but requires valid data on newly exempt building values each year.  Parcel

level research, however, provides a more valid long-range test of the displacement versus

development theses.



   Ralph Fanning had a passion for recording the changing world around him, both on79

sketchpad drawings and in water color paintings.  Fanning, a Cornell-trained architect, was a
pacifist Quaker.  He was wounded performing compassionate nonmilitary service in World War I
in France.  After the war he earned an M.A. in architecture from the University of Illinois before
joining the faculty of Ohio State University in 1921.  He soon specialized in Art History,
teaching American and European art and advancing Art History as an academic discipline. 
Fanning’s other works included artistic renderings of many of the early industrial facilities in
Columbus which have now been demolished, as well as the demise of workers housing and the
rise of such edifices as the central police station (Paulson 2000).  Fanning’s paintings expressed
concern, arising from the humanities, about what is lost with urban renewal and redevelopment. 
They juxtapose the rise of public edifices with the fall of industrial and residential buildings in
the city center.  A visit in this day and age to the Olentangy River waterfront where Ralph
Fanning perched and painted will show no remaining sign of his modest houses, his view over
horse carts to the First National Bank building and City Hall, his Post No Bills signs on
construction fences, his smokestacks and cranes, Soul’s Harbor and Dixie Margarine plant.  

   “The growth of the big modern cities gives the land in certain areas, particularly in80

those which are centrally situated, an artificial and often colossally increasing value; the
buildings erected on these areas depress in value, instead of increasing it, because they no longer
correspond to the changed circumstances. . . . This takes place above all with worker’s houses. . .
They are pulled down and in their stead shops, warehouses and public buildings are erected. . . . .
The result is that workers are forced out of the center of towns toward the outskirts” (Engels
1935).

236

Displacement or Development: Parcel Level Analysis of Lucas County

One of Ralph Fanning’s water colors shows the construction of the first state

office tower in downtown Columbus.   In another water color painting of the completed79

building, one can see a house with a rather rickety picket fence next to another small

house and a tenement that are separated by a forlorn tree.  This was deteriorating

residential property adjacent to major downtown development.  Due to their proximity to

downtown development and the deteriorating nature of the structures, such parcels are

characterized by high land value but low building value.  A row of government buildings

now occupies the land on which those houses and tenements sat.  This eventuality recalls

the observation by Engels about worker’s houses: “They are pulled down and in their

stead shops, warehouses and public buildings are erected” (1935[1872]).   80
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The acquisition of property such as this for exempt use would result in the

property value/land value ratio, the NEPR, of the newly exempt property being

considerably lower than the residential taxable property ratio in other parts of the city. 

There, higher house values and lower land values would produce a higher property

value/land value ratio.  Thus, even what appears to be displacement, i.e. the acquisition of

developed property, can be development at the aggregate level.  

This Toledo case study permits the coding of such an acquisition in a more

nuanced manner than merely as displacement or development.  Exempt property built on

such a parcel (after, presumably, the old residential structures were razed or renovated)

can be characterized as displacement then development.  In this parcel level analysis, I

rely upon such a tripartite distinction between displacement, displacement then

development, and development.

Parcel Level Analysis of Real and Exempt Property

This chapter shifts the units of observation to the organizational and parcel levels

and reports the results of a retrospective case study of property tax exemptions of the

public and nonprofit charitable sectors in Lucas County, Ohio.  A parcel of property is the

most discrete unit of analysis for research on real property.  Each parcel has its own

parcel number.  There are also a number of available data elements, including land value,

building value, etc.  For every parcel there is also an assessor number, which ultimately

links the parcel and its owner to the system of property taxation.  The same assessor

number may apply to several parcels of property.  The parcel is the official designation,

but in order to facilitate analysis I introduce the concept of a site of property.  As I define
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it, a site of property is either a single parcel, in which case it would have a parcel number

and an assessor number referring only to that single parcel, or a site can be comprised of

several parcels (usually contiguous parcels) sharing the same assessor number.  In other

words, a site is a set of parcels, usually contiguous, which share the same assessor

number.  

The typical residential property site consists of a single parcel.  Commercial,

industrial, and exempt property sites, however, often consist of more than one parcel of

property.  Also, one organization may have one or many sites of property.  One

organization may be associated with one or many corporate entities associated, each with

slightly different or even altogether different legal names. 

Parcel level data permit the tracing of individual parcels since acquisition by the

tax year 2000 owner or the first of two or more continuous exempt owners.  This permits 

more theoretical nuance.  It becomes possible to ascertain whether acquisitions involved:

(1) parcels that were land value only at acquisition or were primarily land value at

acquisition and were subsequently developed (coded as development), (2) developed

property which was subsequently demolished and re-developed (coded as displacement

then development), or (3) developed property acquired and used pretty much as it was,

with the kinds of subsequent maintenance and occasional renovation which any

commercial entity would also undertake.  In this final case, the acquisition is coded as

displacement. 
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Sources of Data for Retrospective Parcel Analysis 

I utilized numerous sources of data in this research.  These include the

AREIS database of the Lucas County Auditor; the Exempt Property Applications and

application databases of the Lucas County Auditor; Ohio Secretary of State incorporation

records, and several additional data sources including the I.R.S. charitable organization

database, the Lucas-County Public Library’s online Community Resource database, and

additional data supplied by the City of Toledo.  I list them in order of importance.  

AREIS Database of the Lucas County Auditor

The first is the G.I.S. database of the Lucas County Auditor’s office, the AREIS

database.  The database comes in three forms: CD-Rom, online and onsite terminal.  The

CD-Rom has an underlying Microsoft Access database with numerous tables.  The

General Table has data on street address, legal description of the lot, assessor number,

and parcel number, etc.  Through the parcel number, it becomes possible to link to the

(tax) Collection Table, which has parcel number, class and land use code, land value,

building value, and acreage (which is often missing).  There were 200,387 parcels in the

Collections Table of the November 2001 AREIS database for Tax Year 2000.  A class

and land use lookup table shows Class and Land use codes which permit identifying

which parcels were exempt.  7817 parcels were exempt.  These tables were imported into

S.P.S.S. and a database was created of all exempt parcels, from which were extracted the

766 nonprofit charitable parcels plus a sample of 170 public parcels representing 86% of

the value of all public parcels.  Historical data, however, is not available on the CD-Rom.

The AREIS Online database, a version of the AREIS database, can be found at



   The existence of these archives of exempt property is fortuitous.  State law requires81

that these applications be maintained only for six years.  Lucas County, however, chose to save
all of them.  They exist in 20 boxes of records, numbered consecutively by the auditor’s number
given to each application.
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www.co.lucas.oh.us/ARIES/ARIESMain.asp.  This database has additional information

not fitting on the CD-Rom, including transfer cards which contain records of the history

of the values of each parcel, as well as other information including the exempt application

number.  These data include, in most cases, the original land and building value of the

parcel at the time it was acquired.  The transfer cards only go back so far, however, and

the exempt property applications had to be consulted where this was the case.   

Exempt Property Applications and Application Database

The second data source was an archive of approximately 7060 exempt property

applications filed in the county from 1919-2002.   All organizations wishing to be81

exempt from property taxation due to public, charitable, educational, or religious uses

under Ohio law must file an exempt property application.  The exempt property

application is processed by the auditor’s office, which determines whether the proposed

use qualifies under Ohio law.  The auditor’s recommendation is then reviewed by the

State Department of Taxation, and officially approved or rejected.  

The exempt property application forms varied over the years, but common to all

such applications are the legal name and address of the new owner, the name of the

previous owner (which generally permits a determination of whether the property was

already exempt), the land and building valuation of the parcels involved, information

about any buildings on the parcel in question, and the proposed exempt use.  First time

applications are required to have a copy of the articles of incorporation of the
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organization filing the application.  Often, clear statements are included that the

ownership of real property is a central purpose of the organization and connected to the

charitable purpose.

The Lucas County Auditor developed a database in recent decades which sought

to keep track of these applications.  One of them was an archived mainframe database. 

At one point, the Auditor ordered the retrospective entering of information about

applications going back to application number one in 1919.  The other is an active

database, which does not, however, contain application numbers for parcels which are no

longer exempt.  The Lucas County Auditor released these databases for research

purposes.  The resulting database contains the following fields of interest:  Name of

applicant, section of the law providing the exemption (such as Sec. 5709.10 for charitable

use); auditor number of application; year first exempt; parcel numbers covered by the

application; status as approved or denied; legal owner if different from applicant; legal

description (often missing); date application received; date application filed; date

application sent to Columbus.   

Ohio Secretary of State Incorporation Records

The third source of data, also merged with the AREIS data into the S.P.S.S.  file,

were the  incorporation records of the Ohio Secretary of State.  These data were obtained

from a database of all nonprofit corporations in Lucas County acquired in the course of

earlier research on voluntary association and volunteer participation in Lucas County.  It

was often necessary to consult these data, since organizational names and addresses

changed over time.  The contact information used in this database permitted the many
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fact-checking phone calls necessary for this research.  

Additional Data Sources

There were several other additional data sources.  These included the federal

I.R.S. charitable organization database, the Lucas-County Public Library’s online

Community Resource database, a City of Toledo Division of Economic Development

database concerning the year first owned and current use of city-owned parcels, and the

volunteer opportunities database of the Voluntary Action Center.   

Research Design and Sampling Decisions

I began by adopting a research design which involves the retrospective study of all

parcels of property exempt as of tax year 2000.  In tax year 2000, the AREIS CD-ROM

database showed that there were 7817 parcels,  totaling $1 billion dollars.  This was to the

dollar the same amount as reported in the 2000 exempt property abstracts for Lucas

County.  In addition, the number of parcels reported in the abstract equaled the number of

lines in the database.  This increased my confidence in the data.  

Since there were 7000 exempt parcels in tax year 2000, a sampling strategy was

necessary.  To begin, I chose to exclude religious property; public and private elementary

and secondary schools and private colleges.  The reason for exclusion is twofold.  First,

most are architecturally different than the typical commercial structure, and are clearly

not in the same real estate market as commercial structures.  Most importantly, it was

clear that the structures employed by this sector were overwhelmingly developed from

scratch on undeveloped land.  Few schools or churches (other than storefront

congregations which are largely in rental property) are housed in residential or



   It is true that some of these parcels may have originally been residential or82

commercial parcels with buildings that were razed as part of hospital or other nonprofit
expansion, but ascertaining those values would not have affected the overall level of
displacement, development, or displacement then development in the nonprofit charitable sector. 
Even if the $3 million in land value were accompanied by property which, if not razed, was
worth $9 million in building value in tax year 2000 (a typical 4/1 property value to land value
ratio), it would have represented only 6.6% of the value that year.
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commercial structures which were taken off the tax rolls.  Therefore, there was no need to

test the competing theses for parcels of public school, religious or private school/college

property.

Having already decided to exclude religious parcels and parcels owned by private

schools and colleges, I proceeded to also exclude graveyards and park districts, which

were primarily land value and did not involve any apparent displacement.  Finally, I chose

to exclude property tax abatements.  This left 2,256 public sector parcels and 766

nonprofit charitable parcels.  Next, I made another series of sampling decisions, based

upon a number of factors.  

The first factor concerned sample size, with feasibility being a consideration.  The 

766 nonprofit charitable parcels totalled $183.8 million.  A decision was made to exclude

366 minor hospital parcels and other parcels which were of negligible value (under

$10,000 in total 2000 value).  These totaled approximately $3 million.  Of this, $2 million

was land value, or 11.5% of the $17.3 million in total charitable sector land value in

2000.  By excluding these parcels, the research effort was halved.   Also related to82

feasibility, I chose to restrict my sample of public parcels to the 170 most valuable of the

2256 parcels of government property (federal, state, county, township, and municipal). 

These 170 parcels had an assessed valuation of $289,247,830 out of the 2256 parcel total



   This sampling strategy biases the results for the public parcel analysis (which will be83

carried out separately) in favor of a finding of development, rather than displacement.  Large
public buildings are more likely to have been developed from scratch than smaller buildings,
which might have been purchased on the commercial real estate market.  The other parcels
involved only 15% of the total assessed value.  The great bulk were land-value only parcels.
Thus, this slight bias was considered acceptable. 
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of $337,112,120, or 86% of the total value of public parcels.83

The second factor concerned policy relevance.  There is little current policy debate

about property tax exemptions for public school or religious property, while there is a

great deal of debate about nonprofit charitable organization exemptions.  Although there

is less debate about public sector exemptions at the present time, historically there was

considerable such debate.  The nonprofit charitable sector is currently the focus of a good

deal of public and policy debate.

Method of Retrospective Case Study: Logic of Analysis

The remainder of this chapter will examine 170 public parcels and 400 nonprofit

charitable parcels.  I will code them based upon whether their origins when entering the

exempt sector involved displacement, displacement then development, or development.  

To follow the kind of reasoning employed, consider the most recent acquisition of

each parcel, or in the case of parcels which were not predominantly land, the original

acquisition for exempt use.  On the one hand, the parcel acquired might be land-only, as 

in rows A-C in Figure 5-1.  In that case, the land might be retained as land and developed

for exempt purposes, such as for the grounds of a larger facility or for recreational

purposes, as in Row A.  The land may be retained and improved, such as made into a

parking lot, as in Row B.  The land may be developed through the building of a new 



   If a parcel was coded as development, no effort was made to ascertain whether the84

previous owner was exempt or not.  The presumption was that if the parcel was undeveloped
when acquired, it was likely undeveloped when acquired by any previous exempt owner,
although the possibility remains that that owner razed developed property and retained it as land
until subsequently acquired and developed by the current exempt owner.  This was considered
unlikely.  If a parcel was coded displacement or coded displacement then development, however,
an effort was made to identify the previous owner.  If not exempt, the coding remained.  If
exempt, the original value was obtained or estimated (from subsequent value) for the exempt
owner which first acquired the parcel from a taxable owner.  This process was made feasible via
data provided by the City of Toledo and the City of Maumee, and via telephone fact-checking
with public and nonprofit administrators.
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Figure 5-1 Displacement-Development: Coding of Public and Nonprofit Parcels

Status of Original
Parcel

Action Taken
by New Exempt
Owner

Devel-
opment

Displace-
ment
then  
Develop-
ment

Displace-
ment

A.  Land-Only or
Mainly Land Value

Retain as Land X

B.  Land-Only or
Mainly Land Value

Retain and Improve X

C.  Land-Only or
Mainly Land Value

Build New Building X

D. Run-down Bldg. Raze and Use as Land X

E.  Run-down Bldg. Raze and Improve Land X

F.  Run-down Bldg. Raze and Build New Bldg.  X

G. Run-down Bldg. Retain, Renovate and Use X

H.  Viable Building Retain & Use X

I.  Viable Building Retain and Expand X

J.  Viable Building Raze and Build New Bldg.  X

K. Viable Building Raze and Use as Land X

facility, as in Row C.  In all three cases, this constitutes development, according to this

more nuanced theorization of displacement versus development.84
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The original parcel might also be a run-down building, as in rows D-G in Figure

5-1.  In that case, there are four possible actions which might be taken by the new exempt

owner.  These include razing the building and using the land or razing the building and

improving the land.  Both of these are held to constitute displacement then development,

as in rows D and E.  After all, there was some building value involved, and a private

sector owner might conceivably have continued to use the parcel or might have bought it

and renovated it.  In Row F, the next option for a run-down building is to raze it and build

a new building.  In that case, the balance tips in favor of development.  The value added

by re-development is such that whatever value was lost is considered more than

compensated for.  The same, however, is not considered to be the case for a mere

renovation (row G) of a run-down building taken over by an exempt entity.  True, this is

debatable, but the problem is properly coding what is a minor or a major renovation.  A

minor renovation would mean that the building was really close to being viable.  A major

renovation would be closer to development.  The “safe” coding in such a situation is as

displacement then development.  

Rows H-K show three options for use of a viable, developed building.  Obviously,

as in Row H, if the new exempt owner merely takes it over and uses it, this represents

displacement.  In Row I, the viable building is retained and expanded, and this is

considered to be displacement of the original viable building value and then development. 

In Row J, the viable building is razed and re-developed.  This is also considered

displacement then development.  When the run-down building was razed and re-

developed, it was considered development, but this case involved the removal of more



   A point should be made about the determination of whether a building was viable85

when the parcel was acquired.  This can often be ascertained by the property value/land value
ratio and the acreage involved at the time of acquisition.  Another indication that a site was
viable is when it is taken over and occupied without any evidence of subsequent demolition or
major renovation or expansion.  By tracing the building and land value over the years before and
after acquisition, it is usually possible to ascertain whether the original structure was demolished.
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value from the tax rolls.  Of course, the cells of this typology are not absolute.  In the

process of coding many parcels, data cluster into these categories.   85

Based roughly upon this reasoning, I constructed a database which shows the

changing land and building valuation over time of each parcel owned by each

organization, where necessary, but at a minimum shows the land, building and total value

in 2000 and in the year acquired or the closest year to acquisition that data were available

(since transfer cards often only recorded data every 3 to 6 years).

Governmental Property Tax Exemptions: Retrospective Analysis

In Table 5-8, I begin by applying this method to 170 parcels of public property,

totaling $289.2 million in assessed value.  This constitutes 86% of the total property value

of all public parcels in tax year 2000.  In Row A, I break down the number of parcels

coded as: (1) development, (2) displacement then development, (3) displacement.  I coded

130 parcels coded as displacement, 26 as displacement then development, and 14 parcels

as displacement.  As Row E shows, the original property value to land value ratio of the

development parcels, 1.2, was much lower than the 10.5 ratio of the displacement parcels. 

The 3.2 ratio for displacement then development was in between these two.  This makes

sense, as the more that displacement characterizes the acquisition of a property, the higher

the newly exempt property ratio.  This is one indication that the coding scheme was
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reliable, as this pattern was duplicated for Table 5-9.  

Table 4-16 showed that the taxable property ratio (TPR) for commercial-

industrial property in all 17 cities was 3.81 in 2000 and was in the 3.5-3.8 range through

the 1955-2000 period, with an average of 3.77.  At a TPR of 3.77, the “half as

developed” newly exempt property ratio, would be 2.39.  Thus, the overall newly exempt

property ratio of 1.6 in the totals column of Table 5-8 shows that these 170 parcels were

considerably less than “half as developed” as parcels on the tax rolls.  The parcels coded

as development were characterized by even lower levels of displacement.  

Row J reports the actual percentage displacement, calculated using the percentage

displacement formula presented in chapter 4, under the assumption of a TPR of 3.77 and

its associated half score of 2.39. For the development parcels, the % displacement is 

5.95%, which is consistent with the future development thesis.  In this case, however,

future development is documented rather than inferred.  Future development is shown in

Row I, which reports that the 2000 building value of these parcels was 122.8 times the

original building value. The building value found in development parcels was mainly

buildings found upon large parcels of land donated for exempt use or run-down buildings

razed and re-developed into new exempt facilities which were eventually worth much

more.  As shown in Row A, these buildings were built in years averaging 1962, more

recently than buildings coded displacement then development or displacement (1958 and

1957 respectively).

For the displacement then development parcels, there was a 81.17% displacement

rate, just under full displacement levels.  For the displacement parcels, the 342.94%
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displacement percentage shows that the original parcels involved were in the aggregate

four times as developed as the taxable property during the average year from 1955-2000.

Dominating these parcels were viable developed buildings. 

Table 5-8: Displacement, Displacement Then Development, or Development: Public
Sector Parcels in Lucas County as of 2000

Development Displacement

Then

Development

Displacement Totals

A:  # Parcels 130 26 14 170

B:  Average Year Built 1962 1958 1957 NA

C:  Original Land Value $11,480,437 $1,036,258 $350,550 $12,867,245

D:  Original Building Value $1,892,832 $2,329,855 $3,330,021 $7,552,708

E: Original Property/Land Ratio

(C+D)/C
1.2 3.2 10.5 1.6

F:  2000 Land Value $35,674,110 $3,118,360 $563,250 $39,355,720

G:  2000 Building Value $232,345,630 $13,394,590 $4,151,890 $249,892,110

H: 2000 Property/Land Ratio

(F+G)/F
7.5 5.3 8.4 7.3

I: 2000 Building Value: Multiple of

Original Value (H/D)
122.8 5.7 1.25 33.1

J: % Displacement at Origin 5.95% 81.17% 342.94% 21.19%

Row I results show that even when displacement did take place, in some cases a

great deal of subsequent development occurred.  The level of 5.7 for the displacement

then development parcels, however, was still considerably higher than the 1.25 multiple

found for the displacement parcels.  Again, the results for the displacement then

development parcels was between that for development and that for displacement.  That

trend, also found in Table 3-9 for the nonprofit charitable parcels, is further evidence of

the reliability of the coding scheme.  
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More importantly, however, there is evidence that even when parcels acquired for

public use are almost as intensively developed as taxable commercial property (as

indicated by the 3.2 original property/land ratio reported in Row E), a good deal of

subsequent development takes place on those parcels.  Row I reports that the building

value of displacement then development parcels increased 5.7 times in value since their

acquisition.  This is not an insignificant increase, considering that, for all we know, they

would not have been acquired by a taxable entity and could have subsequently fallen into

disuse.  It is true that the displacement parcels did not increase much in value.  They were

maintained, however, which is more than one can say for many taxable parcels in a day

and age of rapid industrial and commercial change.  The public sector removed $12.9

million in land value and $7.5 million in building value from the tax rolls in order to

produce the 2000 public sector land value of $39.4 million and building value of $249.9

million.

Of the 289.2 million in public property in 2000, $268 million (93%) originated in

parcels that were coded development.  Overall, even considering parcels not coded as

development, the original taxable value of public sector parcels becoming exempt shows

that they were considerably less than “half as developed” as parcels on the commercial

tax rolls.  As shown in Row J, the overall % displacement for the total of all public

sector parcels was 21.19%.  By and large, the growth of public sector exempt property

was more a process of development, than of displacement.  Even when displacement did

take place it was followed in many cases by considerable subsequent re-development.
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Nonprofit Charitable Exemptions: A Retrospective Analysis

There was a total of $183.8  million in charitable value in 2000, of which $166.5

million was building value and $15.3 million land value.  400 parcels with $165.5 million

in building value were subjected to analysis in Table 5-9 (after the exclusion of minor

parcels discussed in the sampling section).  This $165.5 million was 29.5 times as

valuable as the original taxable building value (if any) of these charitable parcels.  This

reflects the very intensively developed property of large nonprofit charitable hospitals and

other large nonprofit organizations, which engaged in an extensive process of

development (not displacement) during the years leading up to 2000. 

The development parcels are more numerous in the nonprofit charitable sector,

outnumbering the displacement parcels 229 to 127, with 44 parcels coded as displacement

then development.  This means that 76% of the public sector parcels were coded as

development, while only 57% of nonprofit charitable parcels were so coded.  The original

property/land value ratio of the nonprofit charitable development parcels was 1.2, which

is the same as the ratio for the public sector development parcels.  

The original property/land ratio for the charitable sector displacement then

development parcels, 3.1, was nearly the same as the 3.2 ratio for the public parcels coded

as displacement then development (Table 5-9).  The ratio for the parcels coded

displacement, 4.7, however, was considerably lower than it was for the public parcels

(10.5).  In other words, charitable sector organizations making buy decisions tended to

buy smaller less intensively developed parcels.  Because the displacement parcels

represented more than $4.5 million in combined land and building value at point of
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acquisition (almost half the total original value of the 400 charitable parcels), the overall

original property ratio was 2.5, higher than the 1.6 ratio for the public sector.

Table 5-9: Displacement, Displacement Then Development, or Development:
Nonprofit Charitable Property in Lucas County as of 2000

Development Displacement

Then

Development

Displacement Totals

A:  # Parcels 229 44 127 400

B:  Average Year Built 1961 1928 1947 NA

C:  Original Land Value $2,240,569 $360,496 $1,160,538 $3,761,603

D:  Original Building Value $548,223 $762,421 $4,306,423 $5,617,067

E: Original Property/Land Ratio

(C+D)/C
1.2 3.1 4.7 2.5

F:  2000 Land Value $13,387,050 $441,780 $1,508,950 $15,337,780

G:  2000 Building Value $157,073,530 $2,620,090 $5,847,470 $165,541,090

H: 2000 Property/Land Ratio

(F+G)/F
12.7 6.9 4.9 11.8

I: 2000 Building Value: Multiple of

Original Value (H/D)
286.5 3.4 1.4 29.5

J: % Displacement at Origin 8.83% 76.35% 133.96% 53.91%

Row J reports the actual percentage displacement.  For the development parcels,

the % displacement was only 8.83%.  This reflects the fact that there was very little

building value on these parcels when originally developed for what was continuous tax

exempt use until tax year 2000.  Because these parcels were developed from what was

largely undeveloped land, the 2000 building value of these parcels was 286.5 times

greater than the original building value.  For the displacement then development parcels,

there was a 76.35% displacement rate, just under the 81.17% displacement rate for the

public parcels.  For the displacement parcels, the 133.96% rate means that when
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displacement of property was engaged in by the nonprofit charitable sector, the parcels

displaced were much less intensively developed than in the public sector, which had a

342.94% displacement percentage.  This is also shown by the lower, 4.7, property value

to land value ratio for the original value of the displacement parcels, much lower than the

10.5 ratio for the public parcels. 

Hospital parcels were a major portion of this sector.  Five of the ten most valuable

parcels were the main parcels of five hospitals, and they totaled $104.7 million in value,

57% of the entire nonprofit charitable sector value.  Of the 23 parcels with 2000 values of

$1,000,000 or more, however, only 8 were hospital parcels.  The rest were a variety of

nonprofits including the Masonic Temple, the Jewish Community Center, the Toledo

Zoo, the Toledo Museum of Art, several residential facilities and nursing homes operated

under religious auspices, and a sheltered workshop.  They also include the Lucas County

Convention and Visitor’s Bureau, Inc., a hybrid property with land owned by the public

sector but with the building operated by the nonprofit sector.  It is notable that none of

these 23 parcels were displacement.  In fact, of the top 50 parcels in 2000 value, only four

were coded as displacement.

The intensively developed nature of the hospital parcels clearly contributed to the

fact that 2000 Property/Land ratio overall was 11.8 (Row H, totals column), compared to

7.3 for the public parcels.  Also, the 2000 building value of the development parcels was

286.5 times greater than the building value of these parcels when they first became

exempt (Row J, Table 5-9).  This is much higher than the 122.8 multiple for the public

development parcels (Table 5-8).  The multiples for the displacement parcels, however,
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were comparable at 1.4 for these parcels compared to 1.25 for the public parcels.  

On the other hand, the bulk of the displacement was engaged in not by the large

nonprofit sector hospitals but by dozens of smaller nonprofit charitable organizations and

local chapters of national groups,  who were responsible for the fact that the majority of

all nonprofit charitable sector parcels were on sites coded as displacement.  Unlike large

organizations with the in-house capability to engage in the development of parcels of

undeveloped land, these nonprofit charitable organizations apparently made buy rather

than build decisions or used property donated to them.

However, much of this displacement was of properties which were less than prime

real estate.  For instance, the Salvation Army thrift store in Toledo is a site with nine

adjacent parcels of land, all of which were land-only at point of acquisition except for

one.  That parcel contained a 17,792 square foot commercial building classified as

retail/single occupancy, with a 35% assessed value of $63,170 in 1988, three years before

its acquisition.  Displacement, yes, but judging from the price per square foot it’s not as if

the Salvation Army acquired the anchor store of an upcoming suburban strip mall and

took it off the tax rolls.  Also, in 1965  Volunteers of America bought a building

originally built in 1890 that had previously been owned by Eltra and turned it into a

building housing rehab shops, a distribution center, a garage for their truck repair, etc.  

Often facilities were donated, rather than sold, to the public or nonprofit sector,

although this is not always apparent without research into the actual deeds (which was

only done selectively at this stage of the research).  Although this was property value

coming off the tax rolls, it is possible that the previous use for taxable purposes was no
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longer viable, for various economic reasons.  For instance, the Maumee Valley

Broadcasting Association property was a meat market before being donated for use as a

Christian broadcasting center, and Flower Hospital was built on the Harroun farm.  Both

properties were subsequently developed considerably.  The lack of continued viability for

previous taxable use was also the case for many parcels sold for use by an exempt entity. 

These parcels might never have been sold and re-developed for taxable purposes. 

Of the $183.8 million in nonprofit charitable property in 2000, $170.5 million 

(93%) originated in parcels that were coded development, the same percentage found for

the public sector parcels.  Overall, including all 400 parcels coded, the original taxable

value upon becoming exempt indicates that newly exempt charitable parcels were

somewhat less than “half as developed” as typical taxable parcels.  Their overall 2.5

original property value to land value ratio (Row E, Totals Column) was considerably less

than the prevailing taxable commercial ratio of 3.77.  Overall, there was a 53.91%

displacement rate for the nonprofit charitable parcels.  The growth of nonprofit charitable

sector exempt property was a process characterized by somewhat more displacement than

of development at the point of acquisition by the original exempt owner.  Although partial

displacement did take place, however, it was followed by subsequent re-development

which was considerably more intense than in the public sector, as shown by the 29.5 year

2000 multiple of original building value.  

Discussion

This chapter used displacement-development analysis to carry out a retrospective

study of public and nonprofit charitable property.  It found that development was the
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dominant process associated with the evolution of public sector property.  For the

nonprofit charitable sector there was as much displacement as there was development, but

overall the evolution of nonprofit charitable property originated in property which was

only about “half as developed” as taxable property.  Displacement occurs at time A, the

point of actual transfer of taxable developed property from the tax rolls.  In the aggregate

level analysis conducted in the chapter 4, development is merely indicated by the transfer

of land from the tax rolls at time A.  It is not realized until time B, which cannot be

observed easily with the aggregate data.  As I pointed out earlier, a finding of

development was merely consistent with the “future” development thesis, rather than

being a sufficient indicator of development. 

The results of this chapter show that major development did indeed ensue from

the removal of taxable land-only parcels from the tax rolls.  Also, displacement often 

eventually became development.  Displacement at time A produced development at time

B.  To illustrate this, from the $10.7 million in building value removed from the tax rolls

by the acquisition for exempt use of the displacement and the displacement then

development parcels of the public and nonprofit charitable sectors combined, a total of

$26 million in building value was present in 2000.  

The bulk of the development process arose within the sites coded as development. 

To illustrate this as part of this discussion, I have combined the findings from the public

and nonprofit parcels, based on the data reported in Tables 5-8 and 5-9.  93% of the 2000

building value of public and nonprofit charitable parcels originated in the parcels coded

as development.  Overall, the overwhelming bulk of the value of public and nonprofit
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charitable sector exempt property arose from a process of development, not displacement.

The results of the application of displacement-development analysis to the Toledo

area reinforce the theoretical implications of the original counterfactual question

concerning how we could know whether property acquired by the exempt sectors would

have ever been developed for taxable purposes.  Even without being able to answer that

question, the results show that property acquired by both the public and the nonprofit

charitable sectors was subsequently developed so intensively that the 2000 property value

to land value ratios of 7.3 and 11.8, respectively, were 2 to 3 times the prevailing 3.77

average commercial property ratio in recent decades.  In other words, even if that property

was developed for taxable purposes, the subsequent development would not have

involved the same degree of intensity of construction, the same degree of gross building

area, the same number of jobs associated with the real property, etc.  

The other side of the counterfactual coin concerns how we could know whether,

had the taxable sector initially developed buildings of equal value as did the exempt

sector, they would have had the staying power shown by the public and nonprofit sector. 

The results show a considerable ability on the part of the public and nonprofit sectors to

take existing building stock – which for all we know might have fallen into disuse – and

maintain, renovate or expand it for public and nonprofit purposes over a considerable

period of time. 

Overall, the results of this chapter reinforce the value of making the theoretical

distinction between displacement and development as concepts that permit research on

the levels of negative and positive externalities associated with the evolution of public
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and nonprofit charitable sector property.  The results also support the value of applying

displacement-development analysis to research at the parcel, site and organizational

levels.
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CHAPTER 6: CONCLUSION

In order to address a set of questions which problematized the public and

nonprofit sectors without denying the possibility that they should be praised, in this

dissertation I identified a theoretical perspective that would enable me to generate

competing theses about how the exempt and taxable sub-systems of the social system of

real property co-evolved.  I called these theses displacement and development.

I used Charles Perrow’s society of organizations perspective as my theoretical

framework, as well as some related concepts from the theory of externality, from the

theory of property tax capitalization, and from discourse on the tragedy of the commons. 

In Figure 6-1 below, I portray how these theoretical perspectives were used in this

dissertation.  The top row of Figure 6-1 shows how Perrow’s theory is situated vis-a-vis

my research question and the remainder of the theoretical content of this dissertation. 

These include, moving from left to right in the top row, economic and sociological

theories of externality, theories which apply the theory of externality, my specific

competing theses, and discourse on exempt property as a modern example of the

commons.

The middle row shows the relationship of a number of theoretical perspectives

and discursive themes which problematize the role of the public and nonprofit sectors in

terms of the impact of property tax exemptions.  The initial concept of interest was
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Perrow’s concept, externalization of costs.  Moving to the right in the middle row, this 

was identified as an example of theories of negative externality, including McEachern’s

urban-decay hypothesis.  This in turn was related to theories of negative property tax

capitalization processes.  My displacement thesis was derived from these theoretical

perspectives and linked to the discourse on the tragedy of the commons.

Figure 6-1: From Question to Theory to Theses to Discourse 
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The bottom row portrays the theoretical basis for the presumed role of the public

and nonprofit sector in alleviating urban social problems.  Although Perrow admitted to a

variety of positive roles for the public and nonprofit sectors, especially when they seek to

respond to problems generated by large corporations, his theory did not fully include a

competing perspective.  Thus I have placed “not applicable” in this row in the column for

his theory.  However, the general theory of externality has within it a recognition that
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externalities can be positive as well as negative.  More specifically, Marshallian theories

of the agglomeration effects of industrial districts are well suited for understanding the

manner in which a post-industrial complex of public, nonprofit and religious property in

urban areas may be generating such effects.  Furthermore, the distinct possibility exists

that a positive property tax capitalization effect might be generated from the growth of

public and nonprofit property forms, via the amenities and infrastructure associated with

them.  In other words, the growth of these sectors might well generate accelerated growth

rates of existing property as well as enable the construction of new taxable property.  In

this way, exempt property would produce benefits which outweigh the impact of newly

exempt property on tax rates and on revenues used for public purposes.  

A positive capitalization effect of exempt property is more likely if newly exempt

property came into being via development.  And a negative capitalization effect is more

likely if newly exempt property originated via displacement. 

Findings Concerning the Theoretical Perspective  

What did this dissertation find with respect to Perrow’s theory?  It found that

Perrow’s society of organizations perspective is a particularly useful way to understand

the development of large institutional sectors.  Large institutional sectors such as the

industrial, commercial, residential and agricultural sectors that make up the sub-system of

taxable real property are powerful social forces, just like major corporate organizations

are.  Large exempt sectors such as the federal, state, county and city governments in

Ohio’s urban counties are also powerful social forces, and so are the growing nonprofit

charitable sector and the private nonprofit educational sector.  One hesitates to point out
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that the religious sector is large and powerful, given the history of religious bigotry which

often expressed itself in opposition to property tax exemptions for the Catholic Church

and other religious organizations.  But there is no denying the power of the property

holdings of the religious sector.

The essence of Perrow’s theory was that it is large organizations, not small

organizations, which externalize costs, absorb remaining autonomous niches of

community life, and promote wage dependence.  Perrow recognized that small

organizations can also externalize costs (Perrow 2002a: 4), but he essentially treated it as

an anomaly.  Yet, there is evidence that large corporations are often surprisingly good

corporate citizens, compared to smaller corporations.  For example, Dobbin has shown

the way in which large corporations use their resources to create human resources

divisions that ensure a surprisingly high degree of compliance with the federal regulations

of a relatively weak state (Dobbin 1998).  For another example, small firms in the

trucking industry are less likely to be unionized (Belzer 1995), less likely to offer

standard hourly wages as opposed to pierce-rate pay (Brown 1990), and less likely to

offer generous pension plans (Even and MacPherson 1996).  

This dissertation has shown that the sectors which make up the exempt sub-

system of real property are made up of both large and small organizations, large and small

school districts, and large and small municipalities.  While all the counties here were

large counties and there was only one state and federal government, even within the state

and federal governments there are large and small organizational entities.

After all, according to one theory, the state is not a large monolithic organization
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but rather an institutional ensemble of social relations, a material condensation of

relations among social forces that favor the development of various wings of the state and

the polity, broadly conceived.  These include those related to social control and those

related to education, religion, and culture (Poulantzas 1978).  To use O’Connor’s

distinction, which is restricted to a more narrowly conceived state apparatus, some are

related to indirectly productive expenditures on social investments in physical capital and

human capital that are designed to reinforce capital accumulation.  Some are related to

social consumption items such as social insurance that indirectly increase profits by

lowering the cost of labor.  And some are related to social expenses such as welfare

which are designed to enhance the legitimacy of the state (O’Connor 1973).  Some of

these aspects of the state and some of these expressions of civil society are large in scale,

but others are small.

Large agencies of government, large hospitals, and large educational institutions

were found in the Toledo case study to be more likely to buy land and develop their own

facilities through a process theorized as development.  Smaller organizational entities and

relatively small local branches of national groups were those more likely to buy a small

commercial office building or a former residential home close to the downtown business

district.  In fact, the results of the Toledo case study show that in general it is the small

not the larger organizations that are responsible for the bulk of the displacement effect

associated with the growth of property tax exemptions, although the effect itself is also

small.

In his 2002 book, Organizing America, Perrow contended that public, private, and
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nonprofit organizations are a driving force in modern nation-states, far more than is often

popularly recognized or theoretically appreciated.  Perrow’s theory is supported, in that it 

was large organizations which produced the bulk of the development effect.  His more

specific mechanism, externalization of costs, was not supported by the results of the

organizational level study.  More importantly, however, the results of this dissertation

support the value of the application of Perrow’s theories at a more macro level of analysis

than the organizational level.  Perrow’s theories were shown to have value for analysis of

the impact of large institutional sectors on society.  However, his theories are best paired

with competing theories which entertain the possibility that large social structures have

either a positive or a negative social impact or even that both may be produced.  Of the

two competing theories used in this dissertation, displacement and development, one

(displacement) was derived from Perrow’s conceptualization of externalization of costs.

Displacement and Development

This study began with the intention of examining whether or not the growth of

property tax exemptions might be yet another empirical example of unanticipated

consequences of purposive social action.  More specifically, I sought to know whether it 

was an example of the unintended negative social consequences of social policy.  My

originating question soon foundered due to an implicit counterfactual dilemma.  What if

the public, nonprofit and religious sectors had not acquired and/or developed this

property?  How could we know whether the property would have ever been developed by

the private sector?  And if we cannot know this, how can we know with certainty whether

there were any unintended negative social consequences associated with the development
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of this sector? 

The counterfactual question was helpful in that it constrained the analysis, forcing

the analysis to recognize that there might in fact be something positive about the removal

of land from the tax rolls, at least when it is relatively undeveloped property.  These

constraints required me to recognize that I could not know in fact whether that property

would have ever have been developed by the taxable sector.  It was a fact that the

property became exempt, but I had to put aside the question of what might have happened

counter to the fact.  The analysis proceeded.  But now that it is done, it is no longer

necessary to confine these conclusions within the iron box of the counterfactual question. 

I am now free to imagine what would in fact have happened if that exempt property had

not become exempt.  Later on in this conclusion I do so.  But with respect to the

counterfactual question itself, there is some evidence which can be used to partially

answer it.  If the relatively undeveloped property which became exempt had not been

developed by the exempt sector, we can be confident about three things:

1. The property would not have been developed as intensively as the exempt

sector developed it, since Chapter 5 reported that the 2000 property value to land value

ratios of 7.3 and 11.8, for the public and nonprofit sector exempt sectors, respectively,

were 2 to 3 times the prevailing 3.77 average commercial property value to land ratio in

recent decades.

2. Some of the land might have been developed for taxable purposes, but all of it

could not have been, since that would have meant nearly doubling the size of the

commercial sector. 
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3. The land value and building value actually removed from the tax rolls was only

a small proportion of all the increased value in exempt property over the years. 

According to my estimates, most of that increase was inflation and new construction on

already exempt parcels.  So even if all the land removed from the tax rolls was consistent

with the displacement thesis, rather than the development thesis, it wouldn’t have

represented a very significant loss of taxable value. 

In other words, we do not know that a taxable entity would in fact have developed

the parcels that became exempt.  We do know, however, that the taxable commercial

sector was not in a position to develop most of the parcels of land which became exempt

over the years.  That sector might have developed a parcel here and there, but not the

entire sector or even any significant part of it.  An economy can support only so many

shopping malls and office complexes. 

Instead of asking whether there is any way of knowing whether the property which

became exempt would have ever been developed by the private sector, what if we ask the

following: “Is there any way of knowing that the property which became exempt would

not have been developed by the private sector?”  That, too, is a counterfactual question. 

Charles Tilly has argued, “Counterfactual explanation makes social science a powerful

complement to ethics and politics” (1996: 596).  The above evidence about the higher

property value to land value ratio of exempt property suggests that the answer to this

second counterfactual question would be: “No, the property which became exempt could

not have been developed by the private sector to anywhere near the extent it was

developed by the exempt sectors.  The exempt sectors developed it to a level of intensity
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even greater than the average taxable parcel.”

At the outset of this study, unable to answer the counterfactual question, I instead

asked, “Has the growth of the public, nonprofit and religious sectors been characterized

by the displacement of developed property from the tax rolls, or has it primarily involved

the development of previously undeveloped land?  In other words, has the growth really

eroded the tax base or has it developed relatively undeveloped land?”

Section 4 of chapter 4 as well as the case study of Toledo indicate that the growth

of the public, nonprofit and religious sectors has been a matter of  new construction on

already exempt parcels, inflation in value of already exempt parcels, and removal of

newly exempt parcels from the tax rolls, in that order of importance.  In the overall

aggregate analysis of all taxable sectors, the value of newly exempt parcels could not be

broken down into estimates for the amount of land-only parcels as opposed to developed

parcels.  Nevertheless, for newly exempt residential-agricultural property, there was a

relatively low level of displacement found in both city and suburb.

This means that regardless of the mix of land-only parcels and rundown parcels

and fully developed parcels, the increased value of exempt property which was associated

with newly exempt residential-agricultural property was characterized more by

development than by displacement.  We can’t have confidence in the results about the

specific level of displacement of commercial-industrial property, but even if all newly

exempt commercial or industrial property was characterized by displacement, it would

represent less than fifteen percent of the accumulated increase in value of the exempt

sectors over these years.  This is because newly exempt property in the cities was only
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about fifteen percent of the accumulated increase in value of the exempt sectors in the

cities (calculated from Figure 4-2 and Table 4-4).  It is apparent that displacement was a

very minor component of the growth of the public, nonprofit and religious sectors during

these years.

Furthermore, the results of the case study of the Toledo area confirm these

findings from the aggregate study.  They also show that the great bulk of the increased

value of public sector and nonprofit charitable sector parcels took place through the

subsequent development of parcels that had become exempt, not through the continual

acquisition of more and more exempt property.  Moreover, the case study results showed

that the greatest increases in value from point of origin to 2000 were in parcels that were

originally coded as development, not as displacement, although parcels coded as

displacement then development also produced significant increases in value.  Finally, it

should be pointed out that the public and nonprofit charitable sectors were chosen for the

very reason that they were the sectors within the exempt sub-system most likely to

externalize costs onto the rest of society via the process of displacement within the social

system of real property.  The other sectors, such as public and private schools, private

universities, parks and graveyards were seen as having an almost face valid status as

development sectors, not displacement sectors.  This is because they evolved through the

development of newly exempt land not through the displacement of fully developed

buildings.

These results show that there is not only a theoretical distinction between

displacement and development, one rooted in the counterfactual question.  There is also a
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theoretically valuable qualitative and empirically verifiable quantitative distinction

between them.  Qualitatively, there is the difference between the removal of taxable land

from the tax rolls and taxable developed property from the tax rolls.  Land and developed

property are qualitatively different.  Both may be commodities in a market economy.  But

only developed property is capital.  Also, land was not always a commodity and one day

in the future may no longer be a commodity.

Quantitatively, developed property is worth three to four times as much as

undeveloped land.  This means that removing it from the tax rolls has a quantitatively

more serious impact on the need to either raise taxes or live with reduced revenue levels,

either of which are known to generate negative property tax capitalization effects on

property value growth rates.  Those effects are quantitatively greater, given the same

number of acres of similarly situated land.  Amenities provided in buildings built on

undeveloped land and amenities provided in buildings that were removed from the tax

rolls both generate equal amounts of amenities.  They both also generate equally

significant positive property capitalization effects.  But when the buildings originated in

displacement, the positive impact of the amenities generated are more likely to be

outweighed by the negative property tax capitalization effects generated by displacement.

In sum, the findings of this dissertation strongly refute the view that

displacement was the dominant characteristic associated with the growth of the

public, nonprofit and religious sectors in Ohio’s urban areas and in the Toledo area

in the second half of the 20  century.  Instead, there is strong evidence that whenth

property was removed from the tax rolls, it was more often removed as part of a
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process of development, not displacement.  Even when property was removed as

part of a displacement process, that property was often re-developed and put to

more intensive uses than while it was taxable.

A visit to Toledo or another large midwestern city would find likely many

indications of development and few of displacement.  After all, if there was so much

displacement, just where are all of the buildings removed from the tax rolls?  In my

research in Toledo and in my visits to the cities being studied, I did not see many

examples of the University Towers effect, although I did see many examples of the

Science Institute Effect and the University Center East effect.  I did not see many

renovated warehouses now running teen programs, bowling alleys now serving as

recreation centers, apartment complexes now offering subsidized housing, medical office

complexes now offering public health services, or historic hotels converted to offices for

economic development programs.  True, such facilities do exist.  But they appear to be

the exception, not the rule. 

On the other hand, any walking tour of Toledo –  starting, say, from the above

mentioned Coney Island restuarant – would find one facility after another in the public,

nonprofit and religious domain that was built from scratch on land which was not fully

developed at the time.  Furthermore, one would find so many of these facilities that it is

almost inconceivable that the commercial, industrial or residential sectors would have

easily supplanted the development process in which these exempt entities engaged.  Some

of the sites on which these exempt facilities were developed would certainly have been

developed by taxable entities were they not developed for exempt use.  But certainly not
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all or even most of them would have been.  After all, there is no shortage of undeveloped

land in downtown Toledo and no shortage of properties requiring renovation and

redevelopment.  Finally, to ask yet another counterfactual question, were it not for the

high-rise government building and other exempt facilities in downtown Toledo, and the

business they generate, is it likely there would be so many print shops, restaurants, title

companies, and lawyer’s offices occupying the commercial real estate of downtown

Toledo?

Clearly, as this dissertation shows, both development and displacement processes

were taking place in both urban and suburban space during these years.  But there is a

predominance of evidence for development, not displacement.  And even were all newly

exempt property a matter of displacement, that property would be responsible for only a

small minority of the increased value of public, nonprofit and religious property during

the years studied.

Illustrating the Findings: A Conversation

In order to further illustrate the findings of this dissertation, and to set the stage

for the next section on policy implications, in this section I present an imagined

conversation between a business person and the graduate of a joint M.S.W./M.B.A.

program in public and nonprofit administration, who serves as the administrator of a

nonprofit agency that owns real property.  The use of such a conversation to convey social

theory has an important precedent.  Jane Jacobs devoted an entire book, The Nature of

Economies (2000), to such a dialogical device.  Jacob’s book consisted of a conversation

between Armbruster, retired from a book publishing firm; his niece Hortense, an
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environmental laywer; Kate, a science writer once denied tenure in biology, and her new

friend Hiram, an ecologist.  Furthermore, her book’s chapter on the nature of

development is theoretically important for interpreting the results of this dissertation.  For

instance, according to Hiram, the nature of development was that “differentiation

emerged from generality,” and that “differentiations become generalities from which

further differentiations emerge.”

As Hiram pointed out, it’s hard to prove why these thing happened, just as this

dissertation did not seek to understand why development took place or displacement took

place.  But as Hiram said, “If the why of development is impenetrable, at least the how of

development is discernible.”  This dissertation sought to understand how the social

system of real property developed.  It focused on how it was that taxable real property and

exempt real property co-developed over the last half of the 20  century within countiesth

that held the bulk of Ohio’s property value.  The following conversation may help

illustrate this.

There is an old joke in which the businessman says to the economist: “What have

you done for the G.N.P. lately?”  The economist replies, “We invented it.”  The

economist refers, of course, to the fact the economists invented the concept Gross

National Product, and how to measure it.  But what would the businessman say to the

public or nonprofit sector administrator whose agency owns tax exempt property? 

Despite the many contributions made to government and philanthropy by the business

community, we have seen that there has often been vociferous criticism of property tax

exemptions by some segments of the business community.  Let’s imagine that, sitting in
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the same Coney Island restuarant in downtown Toledo described earlier, the businessman

asked the public or nonprofit administrator the same question asked of the economist:

“What have you done for the G.N.P. lately?”

Having heard a presentation about the results of this dissertation, she replied: “Not

only have we done no harm by engaging in significant degrees of displacement, there is

evidence we stimulated development!”

Having majored in economics, the businessman was intrigued and so he asked,

“How could that be?  Big labor, big government and even big corporations are the bane of

the small business community.  Big government and even big nonprofits externalize their

costs onto the rest of society.  They don’t pay the full costs of their production inputs

since they know they can make buy decisions without paying the same property taxes we

businesspeople bear. In doing so they impose a nonconsensual externality on the

remaining taxpayers, who have to live either with higher tax rates or lower levels of

public services caused by reduced property tax revenues.  Either way we lose, since our

investments in real property in the cities don’t appreciate in value as quickly as they do in

the suburbs, where there is less newly exempt property being removed from the tax rolls.”

The administrator had read Boatright (1996) and Hardin (1968) as part of a course

in the ethics of administration, and so she replied, “I realize there are some ethical

concerns related to the buy, build, or rent decisions I have to make in order to obtain the

additional space we need.  My solitary decision might not be so important, but if all the

public and nonprofit administrators were to exercise our ability to obtain a property tax

exemption and were to take developed property off the tax rolls for our space needs, I



274

doubt that a tragedy of the commons might result.  If we were public administrators, we

might not have the tax revenues to maintain our property!  If we were nonprofit

administrators, our contracts with the public sector would be the first to go when a fiscal

crisis arose due to the diminished tax base.  But how about your own ethics?  Do you

really want to kill the goose that laid the golden egg?”

Taken aback, the businessman replied, “What do you mean by that?”

“I was reading an old column the other day in which someone asked whether we

would ever come to the realization that we truly live in a mixed economy, one in which

what is good for the country is not just what is good for large corporations but what is

good for government and good for nonprofits too.  In fact, one way large corporations got

large was not just through market processes but through the very forms of public

infrastructure that involve public and nonprofit sector property and the exemptions that

come with it.  Not only that, business doesn’t just need infrastructure, its employees and

even owners need the amenities associated with social services and benefits as well.  The

logic of industrialism is one which requires public and nonprofit sector social welfare. 

There, I’ve used the w word.”

The businessman countered, “How about P, for Profits?  How can I stay in

business if you are constantly raising our tax rates in order to pay for your habit of

gobbling up more exempt property?”

“You’re saying that the fact that the proportion of exempt property has gone up is

evidence that we are getting too big for our britches!  Did it ever occur to you that

perhaps we’re not really growing as fast as you think?  That the reason the proportion of
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exempt property has gone up is merely a matter of slower rates of growth of taxable

property here in the city, compared to the suburbs, and that in fact the growth rate of

exempt property is even higher in the suburbs than in the city?”

Businessman: “Well, yes it has occurred to me, and it seems to me the fact that

you take so much property off the tax rolls is what caused that lower rate of growth of

taxable property in the cities!”

Administrator: “Really?  How?  The growth of public, nonprofit and religious

property has done wonders to save cities which were being abandoned by your friends in

the commercial and industrial sectors!  If it weren’t for our sector, property values in the

cities might have grown even more slowly than they did!”

Businessman: “Prove it!”

Administrator: “I can’t.  I have no way of knowing whether the property we took

off the tax rolls would have ever been developed by the taxable sector.  But if you look

around, do you see any scarcity of undeveloped land and abandoned buildings?  If you ask

me, that is evidence that most of the land we developed would not have been developed

by the taxable sector.  Also, did it ever occur to you that our sector is so large that there is

no way that you could have developed the same parcels of property to the extent we have? 

In fact, our property is more intensively developed than yours when it comes down to the

property value to land value ratio!  Furthermore, the only available evidence suggests that

when we developed this property, by and large we did so on vacant or undeveloped land. 

If we had bought developed property and taken it off the tax rolls, yes, that might have

driven up your tax rates or had a real impact on the public revenues you are suddenly so
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interested in protecting.  But mainly we took land value off the tax rolls, and then created

jobs constructing new buildings.  Or we took run-down or marginally viable buildings off

the tax rolls.  Some of our exempt property was donated by businesspeople who did not

need it or couldn’t sell it and preferred to take a tax deduction!  In other cases, the owners

had just walked away and later their property was seized for property tax delinquency and

forfeiture.  And you know as well as I do that we public administrators often buy

developed buildings to do a favor for a commercial landlord who can’t keep up their

occupancy rates, but let’s keep that between us, okay?  Remember that parts plant that

relocated to Alabama and is now the county records center?  The outmoded Coca-Cola

bottling plant that is now a homeless shelter?  Real thriving businesses we displaced!”

Businessman: “Ok, you win.  Listen, the holiday season is here.  What say you and

your partner come over to visit us and we’ll all watch It’s a Wonderful Life together? 

Just don’t call me Mr. Potter and we’ll have a great time, okay?”

That conversation in a nutshell describes the development of Ohio’s system of

real property.  It grew from an undifferentiated patchwork quilt of land grants and farms

into parcels of property that were at first almost uniformly agricultural.  Soon, however,

land was devoted to mills and museums, banks and board and care homes, apartments and

auditoriums; meat markets and monasteries; stores and social halls; factories and fraternal

lodges, truck stops and trade union headquarters.  Ohio’s system of real property evolved

from canals to condos, from school houses to supermarkets, from homesteads to

hospitals.  Everywhere, as Hiram pointed out, development did not “occur in isolation.” 

In fact “development depends upon co-developments.”
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Displacement becomes development.  Exemptions spawn abatements.  Nonprofits

act more like for-profits but don’t necessarily make any less of a contribution to social

development.  Canals become railroads become highways become space stations become

the internet at that same time that governments make land grants, issue bonds, sign

construction contracts, make loans and collect taxes.  All along, industries spring up

which wouldn’t have been possible without the infrastructure generated by public sector

activity and the exempt property associated with it.

Implications of the Findings for Policy Debates

As this discussion shows, I haven’t tried to explain why property tax exemptions

and abatements developed or why there was a certain level of displacement or

development.  When Hiram said “the how of development is discernible....,” he continued

by saying “.....and this has practical value, not least for economic development.”  It also

has policy value.

Almost ever since state legislatures first passed laws to tax real property, there

have been debates about whether to exempt public, nonprofit and religious property from

taxation, and under what circumstances.  The issue has been debated by governors and 

university presidents.  The issue prompted President Ulysses S. Grant to favor “the

taxation of all property equally, whether church or corporation, exempting only the last

resting place of the dead, and possibly, with certain restrictions, church edifices” (cited in

Diamond 2002: 125).  It prompted Harvard University President Charles Eliot to make

his previously cited eloquent argument in favor of the “erection of the noble religious,

educational and charitable edifices which adorn our towns and cities” and to reject the
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in FY 2002 an estimated $9.5 million was distributed to 11 districts.  All were small districts or
college towns except Cleveland, which received funding for the first time in FY 2002.
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“breach of contract with posterity” which eliminating the property tax exemption would

mean (Gaudian 1926: 38).

In the post-Civil War period, a fear of the growing influence of the Catholic

Church motivated opponents of tax exemption, as waves of Catholic immigrants

descended upon largely Protestant communities.  Today, the possible role of property tax

exemptions in urban fiscal stress is clearly a compelling topic (Mullen 1990).  Also,

regardless of the level of displacement, the issue of the concentration of exempt property

in main taxing districts, county seats and urban counties, which has been a concern all

along of exempt property researchers, remains an issue for social policy analysis.

Another avenue of inquiry is directly related to ongoing debates about savage

inequality in school finance taking place in many states.  One neglected aspect of those

debates has been the manner in which exempt property is accounted for in school finance

funding formulas, if it is at all.  In Ohio, the funding formula is extremely complex (Sobul

2000; Ohio Department of Education 2000; Maxwell and Sweetland 2002).  As pointed

out earlier, the existing formula for reimbursing Ohio school districts with large

proportions of exempt property has primarily benefitted small college towns with state

university property.  But in Ohio and other states such funding formulas could be altered

in order to recognize the unique mixes of exempt property in urban counties.   The clear86

precedent is Connecticut’s legislation providing for state payments in lieu of taxation to

municipalities with large amounts of exempt property.  This provides a state policy
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precedent for the consideration of such provisions elsewhere (Brody and Carbone 2002). 

Such policies were proposed long ago, including in Ohio.  Davies argued that there was a

definite geographic disparity in exempt property, and furthermore, “The present findings

seem sufficiently conclusive to recommend inclusion of exempt property in the formula

used for distributing state aid to local government” (1949: 122). 

I refer above to reimbursement to urban counties rather than urban cities since this

research has found that the growth rate of exempt property in the suburbs was higher than

in the cities.  While more than half the exempt property in Ohio’s urban counties is still in

the county seats , in 1955 nearly two-thirds was in those cities.  Exempt property

concentrations are increasingly an issue for urban counties as a whole.  Recognition that

urban counties – not just urban cities – are the hosts of exempt property that benefits a

region larger than the county in which it is situated might provide the basis for

city/suburban coalitions interested in generating new revenue streams for urban

government and education in both central cities and inner-ring suburbs.   

The historical data collected for this dissertation provide the basis for spreadsheet

simulations of the revenue which would have been generated in urban county school

districts if different state policies were adopted in earlier decades.  By changing either the

percentage of exemption at which state aid kicks in, or the types of exempt property

considered in calculating the percentage, or the level of property tax millages which are

included in the formula, it would be possible to better understand the decline of urban

school fiscal capacity.  Without blaming such problems on property tax exemptions per

se, the rationale still exists for further research which could project the present and future
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revenue potential of changes in the existing legislation.

One possible problem with state-sponsored payments in lieu of taxation is that

they might create incentives on the part of public and nonprofit sector managers to

blithely engage in displacement, with little concern over local public opinion, since the

local schools would have been made whole by the formula.  But the formula could

possibly provide greater reimbursement for exempt property value shown retrospectively

to have originated in development rather than displacement, and such a formula could

also apply to newly exempt property.  Even so, an incentive for auditor overassessment of

local exempt property would then exist.  Social policies are never without risk of

misapplication, whether they be property tax exemptions or policies designed to

ameliorate the effects of property tax exemptions.  

One well-thought out, economically sound alternative state policy related to

property tax exemptions was recently proposed.  Woods Bowman, a professor of public

management, former nonprofit organization executive, and former member of the Illinois

House of Representatives, argued that there is a distinction between the good old exempt

property and more recent additions to the exempt property rolls.  In this dissertation, the

good old exempt property might be thought of as the stock of exempt property in place in

1955, when the proportion of exempt property was still only 14.5% of all real property in

the cities and 11.3% in the suburbs of the seventeen counties studied here.

Bowman proposed the innovative development of impact fees for newly exempt

property, a lump-sum payment analogous to development-impact fees.  These fees would

accumulate in a fund which would essentially endow exempt property.  Over time this
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would produce a funding stream which could counter the impact of exempt property.  The

results of this dissertation suggest that distinctions might be made between newly exempt

land value and newly exempt building value.  Incentives could be built into such a

program which encouraged build or rent rather than buy decisions on the part of public

and nonprofit administrators, in order to avoid creating an incentive to buy that is

accompanied by a built-in rationalization that the city or its schools would be made whole

by the development impact fee provided (Bowman 202).

The final avenue for social policy consideration I would like to discuss is more

broadly related to the issue of property than to the narrower issue of property tax

exemptions per se.  This is the identified need to “radically reconstruct the inner city built

environment” (Taylor 2001: 1).  Henry Louis Taylor has argued (Taylor 2001: 1), “Over

the past 50 years, the inner city built environment has become the place where structural

racism and inequality are most sharply reflected.”  He stressed:

. . . the importance of conceptualizing community development and neighborhood
revitalization as facets of the effort to radically reconstruct the inner city built
environment, by which I mean the totality of the physical and social environment
that comprise that part of the central city where racial minorities and low income
groups are concentrated and over represented in the population (2001: 1).  

Of course, one important barrier to such a reconstruction concerns how to fund it.  I have

identified above two possible minor funding streams, namely state payments in lieu of

taxation and exemption-linked impact fees.  Broader initiatives have been suggested.  In

fact, the word “radical” is no longer the province of left-wing social movement activists.

Ned Hill of Cleveland State University’s Levin School recently co-authored an article

entitled “Nothing left to lose: Only radical strategies can help American's most distressed
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cities” (Hill and Nowak 2000).  Bruce Katz of the Brookings Institution wrote an article

entitled “Enough of the small stuff! Towards a new urban agenda” (Katz 2000).  

It might seem counter-intuitive to make bold policy proposals at times of apparent

social retrogression and economic weakness, but such proposals have a long historical

pedigree.  Omnibus combinations of well-thought out incremental proposals have the

potential in the aggregate to constitute fundamental social change.  Standalone proposals

for fundamental change, if presented in terms of their long-range potential for reduction

in the costs of repairing social neglect, have the potential to gain majoritarian support. 

This is especially true if they come from coalitions of persons who come from a variety of

places on the political spectrum.

This dissertation is decidedly not a policy analysis.  This was occasionally

frustrating for some to whom the topic was described.  I made no effort to consider the

benefits, as opposed to the costs, provided by the growth of public and nonprofit sector

property.  True, the development thesis posited benign, positive externalities associated

with the likelihood of future development on newly exempt parcels that did not have

property value/land value ratios as high as those of taxable parcels.  This was, however, 

merely a possible “not guilty” verdict for a charge of displacement.  It did not represent an

empirical analysis of the jobs created in the construction of these very facilities and in

subsequently operating them.  I did not seek to measure the multiplier effect of the overall

expenditures of these sectors as their property sectors grew in proportion and in dollar

amount.  I also did not try to quantify the tangible and intangible portfolio of services and

benefits these sectors offered.  The kinds of data I use here, however, can and should be
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used as one kind of data in such studies.  The actual data employed here have the

potential to be further merged with census data as part of collaborative studies of state

policies in the state of Ohio.

Potential for Further Research

Displacement-development analysis has considerable potential for further research

on the nature of the growth of public, nonprofit and religious property in urban areas.  It

has several advantages.  First of all, it is theoretically informed, as opposed to merely

being a policy analysis technique.  This is because the conceptual definitions of

displacement and development are tied to identified theoretical perspectives that are

central to understanding the nature of our economy and society.  Second, it is policy

relevant.  As the previous section showed, the distinction between displacement and

development at the origins of newly exempt property has robust potential for determining

the extent of payments in lieu of taxation or development impact fees associated with

newly exempt property.  Third, the concepts of displacement and development point the

way to solving important empirical problems associated with the testing of competing

theses derived from this theoretical perspective.  This is done via operational definitions

of displacement and development that can be utilized at both the institutional sector level

(using aggregate data) and at the organizational level (using parcel data).  This permits

their application both to large-scale urban and suburban spaces and to small-scale local

places.  Fourth, the nature of the statistics used to report the results of this analysis are

based upon simple mathematical models that avoid the black box nature of much of

quantitative analysis.  This makes the results of displacement-development analysis more



284

accessible to readers not trained in advanced statistical techniques.  

The application of the displacement-development index was shown to be

dependent upon the ability to obtain very specific types of data about the extent of newly

exempt land and building value associated with newly exempt property.  Most states have

not collected such data over long periods of time.  However, most states and counties do

maintain data on parcels of property, their land and building value each year, and when

those parcels have gone onto and off the tax rolls.  Thus, where there is a will there is a

way in which further research can be conducted using the forms of displacement-

development analysis presented here.

It is true that funding realities mean that the use of such a parcel-level research

design would require doing case studies of particular cities rather than studies of multiple

cities and counties.  Thomas Gieryn has pointed out that many sociologists worry that by

embracing case studies of particular places, they might be forced to set aside efforts to

develop more generalized theories (2000).  Yet Charles Perrow’s society of organizations

perspective is certainly a set of theoretical concerns operating at macrosociological levels. 

And the case study of Toledo, which was informed by Perrow’s theory, has shown that

there is a research trajectory which can help overcome artificial distinctions between

idiographic approaches to social research and those devoted to testing general theories of

social change.  Pursuing parcel level displacement-development analysis in a particular

place such as Lucas County doesn’t mean abandoning efforts to understand the

differences between urban space and suburban space.  This is because the ability to focus

future research on which parcels of property are in which neighborhood, zip code area,
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taxing district, city and county can produce a better understanding of the ways in which

the social system of real property has evolved in an advanced capitalist society and in its

urban and suburban sites of relative privilege and powerlessness.  One example of

research at the case study level which has already sought to be relevant to larger debates

about globalization is Gatrell and Reid’s study of how Toledo responded to the threat of

losing the Jeep plant (2002).

In the introduction, I asked whether real property, real property taxation, and real

property tax exemptions were an understudied field.  Based upon my review of the

literature in that chapter and additional literature in other chapters, I would have to say

that the answers is yes.  There is great promise in the development of an economic

sociology of property and a fiscal sociology of the property tax.  The question of property

tax exemptions of the public and nonprofit sectors has provided merely one avenue for

such research, one which has the theoretically interesting advantage of being a potential

empirical example of the process of externalization of cost.  My dissertation has focused

narrowly on the question of whether the growth of exempt property has represented

displacement of taxable developed property or the development of undeveloped land.  But

there remains a number of further inquiries which are possible within this specific area of

research.

There are also a number of broader avenues of inquiry within the larger question

of the property tax.  The findings of this dissertation concerning ownership of real

property suggest the value of class analysis of struggles over the property tax burden. 

This dissertation did research on the ratios of assessed value to aggregate sales prices,
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although this was done merely to assess the veracity of concerns about property tax

assessment bias between suburb and city and between residential and commercial-

industrial property owners.  These findings, however, suggest the need for longitudinal

research on the relative burden of the commercial-industrial sectors and residential rate

payers.  Is there class struggle over the property tax burden?  If so, how has it manifested

itself in state legislation concerning property tax rates, property tax abatements, elections

of auditors and tax commissioners, the reports and activities of various civic and political

groups, etc.?  Urban regime theory has the potential to inform such a study (Lauria 1997).

A related line of research concerns allegations of systematic property tax

assessment bias in favor of suburbs over cities.  What are the actual dynamics of such an

institutionalized bias, if it in fact exists, and how could competing theories seeking to

explain such a phenomenon be operationalized?  The inquiry into Census of Government

figures reported in Appendix E points the way towards a more comprehensive analysis of

the question of property tax assessment bias.  Such research could more fully exploit the

findings of the ongoing sales-assessments ratios studies of the Ohio Department of

Taxation and other state governments, now that the Bureau of the Census has

discontinued those studies.  Such research could be informed by the competing theories

identified earlier, namely suburban-city exploitation theories and a theory of city-

suburban co-decline.

There are a number of avenues of research relevant to research on the nonprofit

sector.  Property data, supplemented by other data on revenues and numbers of

employees, can address the debate about whether the growth of the public sector crowded
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out the voluntary sector (Schambra 1997), the growth of the charitable sector hindered the

public sector (Wagner 2000), or the two had a synergistic relationship (Skocpol 1997;

Chambré 1989).

Grimm’s research on the donative theory of nonprofit organizations sought to

analyze the extent to which property-owning nonprofit organizations had levels of

donations and volunteer activity which met the threshold levels of that theory (Grimm

1999).  Grimm’s research can be replicated and enriched by comparing the originating

missions and sources of funding of nonprofit organizations – documented in property tax

exemption applications – with the present missions, sources of revenue and assets.

Abatements are the fastest growing form of property tax exemptions in our cities

and suburbs, and a form which this dissertation has pointed out became extinct once

before (circa 1831).  As social movements arise in Mansfield, Cleveland, Toledo, and

elsewhere which question the value of abatements, and as more and more economists cast

a skeptical eye on their value, a sociological contribution to these discussions might very

well be warranted.  Of particular research value would be the use of urban regime theory

to study variation between cities and counties in the growth of tax abatements as a

proportion of real property as well as to examine the sequence of their adoption in the

various areas.

Finally, Alfred Marshall’s concept of industrial districts in the early 20  centuryth

can be used as the basis for an early 21  century analysis, using Geographical Informationst

System software, of the extent to which there are post-industrial districts of public,



   However, it is also important for such a form of analysis to look for any evidence that87

public, nonprofit and religious sector organizations are abandoning the city and relocating in the
suburbs.

   In fact, Rusk himself made limited use of property valuation data to decry the manner88

in which Cleveland’s proportion of property value in the county was less than its proportion of
land mass (Rusk 1999).
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nonprofit and religious property in our city centers and/or urban counties.  87

Finally, and perhaps most importantly, the results of this dissertation suggest the

value of the use of property valuation data as part of a broader research agenda into issues

of urban affairs.  My discussion of annexation in chapter 2 was undertaken in relation to

an influential discourse on elastic versus inelastic cities.  That chapter provides one

example of the value of using property valuation data to differentiate between different

taxing districts within cities.   Recent research has shown the value of urban research at88

the level of neighborhoods (Bingham and Zhang 2001), but this research, like most urban

affairs research, has not generally taken advantage of data on real and public utility

property valuation data, tangible personal property data on the value of industrial and

commercial machinery and equipment, property tax millages levels, property tax

revenues, property tax delinquency and forfeiture rates, and data on the ratio of new

construction to demolitions.  By further integrating census data and school district data

with data such as these, it should be possible to shed new light upon key issues in urban

affairs research.

A Thought Experiment: Bedford Falls Versus Pottersville

Imagine a world, imagine a country, imagine a state, imagine a village which did

not have the institutions which are now exempt from the property tax.  In It’s a
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Wonderful Life, George Bailey (played by Jimmy Stewart) was discouraged at the

prospect of bankruptcy and the possibility of the loss of his mutual savings and loan

institution to the commercial interests of Mr. Potter.  In a moment of despair, he said that

he wished that he was never born.  He got his wish and saw for himself what would have

happened if he had not been born.

A brief thought experiment based upon this film sheds light on the theoretical

implications of displacement versus  development.  Where would property tax rates be

higher, in Bedford Falls or in Pottersville?  Where would property values be higher for

equivalent residential properties, in the idyllic village of the movie It’s a Wonderful Life,

with its churches and mutual savings and loans, or in the Pottersville of commercial

banks and unrestrained commercial and industrial exploitation?  

Assume for a moment that the city fathers of Bedford Falls entertained mortgages

for churches, and favored the issuance of bonds for the development of the city square

and the county court house, city hall, fire station and other exempt facilities surrounding

it.  Furthermore, assume that the developers of Pottersville resented the development of

exempt property, fearing that it would increase their property tax burden, and that these

developers had successfully prevented the issuance of such mortgages and bonds. 

Finally, assume for the moment that zoning and code regulations required that the lot size

and construction quality for residential and commercial construction were the same in

both Bedford Falls and Pottersville.  

Let’s imagine that the exempt sector in Bedford Falls represented 20% of all

property value, whereas in Pottersville only 5% was so devoted (mainly the jail, a few
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public schools, the church of Mr. Potter’s favorite religious denomination, a soup kitchen

and a poor house).  Presume that the missing 15% was assumed by a higher amount of

commercial apartment buildings and other commercial structures, with the total property

value and level of development density being the same in both Bedford Falls and

Pottersville.  If we assume that the property value of the comparably constructed

properties was the same in both towns, it may be safe to assume that property tax millage

levels would be lower in Pottersville, both because there was less property value off the

tax rolls and because the level of public amenities would presumably be lower.

Would such a Pottersville be a more desirable place to live?  It might be

advantageous to Mr. Potter, but would a city without parks and libraries attract and keep

homeowners?  Perhaps not.  Also, perhaps it is not reasonable to assume that residential

property values and commercial apartment building values would be the same in Bedford

Falls.  They might indeed be higher, since housing prices often are quite responsive to

higher levels of public amenities, the availability of local places of public worship, etc. 

Were this the case, it would be possible to generate the same amount of tax levies as

would be generated in Pottersville, but with lower millage levels.  Were Mr. Potter to

have realized this, he might not have had as much to fear from high tax rates as he

thought.  On the other hand, Mr. Potter’s bank might have preferred to keep Pottersville’s

residents living in commercial apartments buildings and paying rent to him, so that he

could pass on any increased millages in higher rent levels.  In fact, Mr. Potter opposed

what he saw as the lenient mortgage policies of the mutual savings and loan.  His

commercial bank would not hear anything of such nonsense.  So there might have been a
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less healthy owner-occupied residential property sector.  

Build the bridges from which people might jump, but not the bridges between

people represented by vital neighborhoods, mutual savings and loans, public schools,

voluntary associations, and municipal government.  That was the prevailing philosophy in

Pottersville.

Adam Smith suggested in the book, The Money Game, “The world is not the way

they tell you it is.”  If that is the case, it behooves us to ask, “What kind of society do we

live in?  Do we live in Bedford Falls or in Pottersville?”  In answering such questions, it

helps to also ask, “Is capitalism the way we think it is?”  For example, perhaps private

property and exempt property are more related to each other than we think.  Perhaps

development is not just the province of business.  Perhaps government generates more

development than displacement.  Perhaps the public, nonprofit and religious sectors are

also responsible for the development of our economy and society.  In a sense, the

conclusions of this study reinforce that recognition.  Public, nonprofit and religious

property are part and parcel of the social system of real property of what is a mixed

economy, and the exempt sectors make an important contribution to the development of

both economy and society.

The plot of it’s It’s a Wonderful World used artistic license to suspend our

disbelief that we could answer a counterfactual question about the past.  The film turned

the iron box of the counterfactual into a glass box into which we could see and it

projected the results onto the screen in front of us.  What would have happened, we saw,

was Pottersville.  What would never have happened was Bedford Falls.  
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The findings of this dissertation empower us to break out of the iron box of the

counterfactual question and to say that we do know what would have happened were the

land which became exempt not in fact developed into exempt property.  We would be

living in Pottersville, with little or no hope of founding Bedford Hills.  We would not

merely have a grumpy, greedy Mr. Potter to contend with by building counter-institutions,

working through the electoral process, strengthening organizations of workers and the

poor, founding new forms of voluntary associations, enforcing human rights, engaging in

social research, meeting human needs, engaging in charitable endeavors, and generally

fulfilling a commitment to tikkun olam (repairing the world).  Instead, we would be

entirely ruled by Mr. Potter and the unrestrained market processes he preferred.  That

would be a tragedy.

Tragedy or Triumph of the Commons?

Earlier, I promised that I would conclude this dissertation with a discursive strand. 

I provided theoretical justification for such an approach via my identification of an

external conceptual problem, rooted in the likelihood that nonprofit sector scholars, urban

affairs scholars, social workers and sociologists would favor Bedford Falls over

Pottersville.  How did this tale turn out, as tragedy or as triumph of the commons?  

There is no denying that the cities of Ohio are not the vibrant centers of

civilization that they were in 1955.  Big cities are supposed to be intensively populated. 

They are supposed to be intensively developed.  Increasingly, they are not.  Many others

have studied population loss before.  But what does property value tell us? The big six

cities, which are 21.5% of their counties land mass (Table 2-4), have only 33% of the
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taxable value (Table 3-18), although they do have 60.2% of their counties’ exempt value

(Table 3-2).

This is hardly the kind of development intensity premium one would expect from

advanced industrial cities.  What a tragedy, correct?  Could it be that it was the exempt

property that was responsible?  Perhaps.  Perhaps, that is, unless instead of thinking of

our cities as fallen industrial behemoths, we think of them as rising post-industrial

havens for regionally indispensable conglomerations of government, educational,

cultural, healthcare, musical, sports, entertainment, recreational and religious

facilities.  Perhaps, that is, unless we consider them post-industrial urban cities with

a growing post-industrial complex of public, nonprofit and religious property. 

But can we really consider them as post-industrial complexes when the growth

rate of exempt property has actually been lower in the cities over these years than it has

been in the suburbs?  As earlier suggested, perhaps it is urban counties themselves which

collectively create the centers of community capital that would signal a triumph of the

commons.  Perhaps it is the urban counties studied here, compared to their surrounding

regions, which offer the most fundamental distinction when it comes to the question of

exempt property.

This is not a refutation of my comparative method.  Comparisons are not merely

about demonstrating difference, they are also about understanding similarities.  Here is a

similarity.  Both the cities and the suburbs are seeing a growth in exempt property in

absolute terms, with the suburbs experiencing a slightly higher growth rate for exempt

property.  The suburbs have even surpassed the cities in corporate tax abatements.  This
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suggests that perhaps the urban counties themselves should be seen as the repositories of

exempt property within their regions, and not merely their county seats.

In other words, if there is a threat associated with growing exemptions or

abatements, perhaps suburban residents should also worry about lost revenue to the local

schools.  If there is a problem related to corporate tax abatements, perhaps it is in the

interests of both city and suburb to get to the bottom of whether these abatements are

consistent with the intent of the law and whether those laws should still be on the books.

If there are other states which have generated workable proposals to reimburse areas with

high levels of exempt property, why not take the opportunity to obtain these funds on a

county-wide basis, as part of an innovative revenue-sharing and tax-base sharing

arrangement? 

 It’s easy to think your suburb is unique, or your city is making a comeback, and

that you are immune from the kinds of forces behind the evolution of the social system of

real property ownership.  That durable social structure, real property, and that long-lasting

social arrangement, the property tax exemption, are not likely to disappear overnight. 

Perhaps a reconceptualization of the spaces that separate us can shed new light on the

places where we put have put our places of worship, our city halls, our county courts, our

local schools, our community colleges, our hospitals, and all the rest of the institutions we

often take for granted, forgetting that Pottersville is another possibility to ponder.

Earlier I asked, are we living in Pottersville or in Bedford Falls?  If we are living

in Pottersville, tragedy has befallen us clearly.  But the results of this dissertation give no

support whatsoever to claims that the urban decay that was experienced in Ohio’s city
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centers was associated with increases in exempt property value.  If anything, the increases

in exempt property value were the saving grace of economies which were seeing large-

scale abandonment by owners of industrial, commercial and residential property.  There is

little evidence of a tragedy of the commons associated with the growth of exempt

property overall.

On the other hand, it is also hard to say that there has been a triumph of the

commons.  It is true that there is a growing complement of public, nonprofit and religious

property in our urban counties.  But it is important not to romanticize it too much, even if

for heuristic purposes I have sought to stress the very real way in which the growth of

exempt property is linked to a public culture which many generations of Ohioans have

striven to develop.  After all, the results of this dissertation show that one person’s quality

of life amenity is another person’s social control infrastructure.  In the suburbs, exempt

property is more likely to mean higher-performing schools, megacongregations with

modern facilities, YMCAs and municipal recreation facilities that often rival the most

exclusive health clubs, and an increasing complement of suburban extensions or

relocations of hospitals that were historically located downtown.  In the cities, however,

exempt property is more likely to mean regional infrastructure related to social control

(jails, courts, police stations), development and maintenance (water and sewer system

property, garages, etc.), etc.  While the cities are also the host of the great bulk of regional

amenities, such as cultural facilities, how many of them have admissions policies that put

them beyond the reach of poor families in isolated neighborhoods?  When city-based

health care facilities say they need to expand to the suburbs to generate revenue to sustain
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charity care, is this a robust rationale or rhetoric?  

I ask these questions because I honestly do not know whether we live in

Pottersville or Bedford Falls or whether we have seen a tragedy of the commons or a

triumph of the commons.  I see no tragedy of the commons.  Nor do I see a triumph of the

commons represented by the public, nonprofit and religious institutions in Ohio’s urban

areas.  But there does appear to be such a commons, both conceptually and physically, as

measured here by its real property.  It is one which requires a commitment to both

institutional preservation and change guided by institutional, organizational and class

analysis.

Externalization of Cost In Theory and Practice

In an article which critiqued social scientific perspectives that are influenced by an

underlying ethos of efficiency, Charles Perrow made a plea to his colleagues: 

Beware of ‘efficiency’ arguments that do not ask, Efficient for whom and at what
costs to others?  Ask instead about externalities, the social costs of organized
activities that are not included in the price and are born by those who benefit very
indirectly or not at all from the activity.  Then join me in the difficult task of
rewriting the history of bureaucracy with an expanded vision of the environment
and externalities (Perrow 1985: 283).

A number of scholars have, in their own way, subsequently engaged in research which

responds to such a call.  Throughout his book, William Roy explicitly tackled the

weaknesses of efficiency theory, and sought to reinvigorate historical economic sociology

with a focus on power, rather than allegedly efficient competition.  Roy also focused on

property and the monopolization of control over property.  He engaged in institutional

analysis of the relationship of the state and the legal system to the corporation.  He saw
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power not as an end, but as a means.  Roy, however, did not take Perrow up on the

question of externalities (Roy 1997).  

The ability of large corporations or entire industries or large public and nonprofit

organizations to operate in a manner which inexorably externalizes costs onto the rest of

society is the essence of power, or is at least a penultimate example.  When profits and

organizational surpluses can be extracted not merely at the point of production but also

through the hidden transfer of the costs of production inputs onto others, is this not

power?

Perrow sought to approach the issue of the history of the large corporation

differently than Roy.  He was also interested in power.  Perrow recognized the role of

property in power, but also pointed out that wealth and power are not always linked, in

that the penniless can have power when organized into collectivities.  This recognition 

reinforced his major point that it is not merely class power which permits organizations to

externalize costs.  It is organizational power.  Perrow has sought to put forth what I have

termed a radical Weberian analysis of organizational exploitation, one that supplements,

perhaps even complements class analysis.  His 1991 article, “A Society of

Organizations,” was as much an incisive critique of modern social inequality as it was the

beginning of an analysis of the rise of large organizations (Perrow 1991).  

If power can be exercised both by class actors and organizational actors, via

distinctive mechanisms of exploitation, namely the extraction of surplus value from labor

and the externalization of costs, what lessons can institutional analysis provide as to a

distinctive mechanism of institutional exploitation?  
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One answer which has been provided is a neglected component of DiMaggio and

Powell’s theory of institutional isomorphism (DiMaggio and Powell 1983).  In seeking to

posit an alternative to Weber’s stress on the role of competitive isomorphism in

producing bureaucratic homogeneity, DiMaggio and Powell identified three sources

which contribute to the structural equivalence that leads to institutional isomorphism, one

of which was the state and the state’s role in coercive isomorphism.  Here is one

distinctive mechanism from which a theory of institutional exploitation could be derived. 

Subsequent application of their theory, however, has focused primarily on the mimetic

(imitative) aspects of institutional isomorphism, not the coercive aspects.

Perrow’s theory and the institutional economics of Kapp suggest another avenue: 

the possibility that it is not only large organizations which externalize costs, but entire

institutional ensembles.  Such ensembles of law, custom, and organizational entities, all

of which are associated with the historical exercise of institutional prerogatives, may also

employ identifiable processes which externalize the costs of maintaining instituted

privileges of various kinds.  Such a theoretical assertion at the institutional level is not

particularly original, since the mechanism suggested is the same one which Perrow

suggests at the organizational level.  As for the institutionalist contribution to such a

conceptualization, if externalities are as pervasive and diffuse as the air we breath, it is

difficult to specify either the problem or the solution.  So there are clearly some problems

with this notion of institutional exploitation, but it seems worthwhile to exploit it further.

In this dissertation, I studied the age-old institutional practice of exempting entire

institutional sectors from the property tax.  The case study of Toledo’s nonprofit sector
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showed that several dozen large organizations own and control the great bulk of exempt

property.  Nevertheless, many smaller organizations were also part of the exempt sub-

system.  Both large and small organizations exercise the institutionalized privilege of the

property tax exemption.  And like all privilege, it behooves social work and sociology to

problematize it and study it.  This dissertation has done so by using Perrow’s society of

organizations perspective to study sector externalities generated at the institutional level.



300

APPENDICES



301

Appendix A: Data Structure by Series and Source of Data

1.  EXEMPT PROPERTY SERIES 

(Source: Exempt Property Abstracts, State of Ohio)

(Available are county seat and county totals 1955-1973, and taxing districts within each
count seat plus county totals 1974-present.  City totals are calculated from sum of taxing
districts.)

Assessed property valuation totals for the following types of exempt property:
Federal
State
County
Township
City/Village/Municipality
Board of Education
Public park
Nonprofit charitable sector: museums, hospitals, social agencies, foundations
Nonprofit private educational sector: private schools and colleges primarily
Nonprofit Religious sector
Graveyards
Property tax abatements (beginning in 1979)
Metropolitan Housing (beginning in 1989)
Also: Number of total parcels of exempt or abated property and total of all exempt
property.  

The property tax abatement sub-total is broken down at the county level by type:
(Community Urban Redevelopment Corporation Section 1728.10; Community
Reinvestment Area improvements Section 3735.67; Municipal Corporation improvement
Section 5709.41; Municipal Urban Renews improvements Section 725.02; Other
(including Section 165.01, section 303.52, Tax Incentive Factor improvements (TIFs),
etc.  This breakdown is not available at the city level.  

2.  REAL PROPERTY SERIES

(Source: Real Property Abstracts, State of Ohio)
(Available are county seat and county totals 1955-1973, and by taxing districts within the
county seats and county totals 1974-present.  City totals are calculated from sum of taxing
districts.)
Included Classes of Property:
Agricultural/Mineral (1955-73); Agricultural & Mineral Separately (1974-2000)
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Residential Property
Commercial Property (including commercial residential real estate except 2-family units)
Industrial Property
Included are valuation variables for each of the above types of data and:
New construction or improvement valuation
Demolitions (valuation of demolished property)
Net land becoming exempt or unexempt in year (prior to 1973 included amount exempt
and unexempt)
Net building valuation exempt or unexempt (prior to 1973 included amount exempt and
unexempt)
Land value by class
Building value by class
Total value for class
Total land value for all classes
Total building value for all classes
Total property value for all classes
Total value of newly annexed land value (1974-2000)
Total value of newly annexed building value (1974-2000)

3.  REAL AND PUBLIC UTILITY SERIES 

(Source: Real and Public Utility Abstracts, State of Ohio)

(Available taxing districts within each city and county totals 1955-present.  City totals are
calculated from sum of taxing districts.  See Appendix 2.)

Available variables varied over the years.  Calculated variables are able to maintain
continuity for most variables.  

For taxing districts (county total data series listed below):

1955-1976:

Millages levied by state, county, township, boards of education, other, city/municipality,
miscellaneous, total millage levied in the taxing district and total millages levied in the
taxing district.  

Total valuation of real property within district not including public utility property (puc)
Total valuation of real and public utility property within taxing district (puf)
Delinquent taxes and property in forfeiture (puc11)
School taxes levied in dollars (puc4)
City taxes levied in dollars (puc5)
Total taxes levied on total mills in dollars (puc6)
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From 1977-79, above plus:
Total valuation of real and public utility property plus public utility personal property
(pu77pupp)
Tax reduction factor for all classes of property (pu77tre)

For 1980, all above except:
Tax reduction factors broken down for commercial-industrial/mineral and residential-
agricultural.  

For 1981-1983:
Tax reduction factors broken down for commercial-industrial/mineral and residential-
agricultural.  Millages levied by state, county, township, boards of education, other,
city/municipality, miscellaneous, total millage levied in the taxing district and total
millages levied in the taxing district, same as above but different variable names:
County gross millage rate (pup1c3)
Township gross millage rate (pup1c4)
Schools gross millage rate (pup1c5)
Joint vocational gross millage rate (pup1c6)
City gross millage rate (pup1c7)
Other gross mills (pup1c8)
District total millage rate (pup1to)
Total value of real property within district not including public utility property (puc)
Total valuation of real and public utility property within taxing district (puf)
Total valuation of public utility personal property value (pupptv)
Total taxes levied on public utility personal property (pu81pptl)
Total valuation of real and public utility property plus public utility personal property
(pu77ttv, same as earlier pu77pupp)
Total agricultural recoupment valuation (if any, part of total valuation)
Total gross taxes levied on Total Valuation including real, p.u., and p.u.p.p.  (Puttl)
Total residential-agricultural tax valuation (puc11)
Calculated variable: Total gross taxes levied on residential-agricultural (puc12)
Net taxes levied on res/agri for main taxing district only (puc20)
Total commercial-industrial/mineral tax valuation (puc21)
Calculated variable: Total gross taxes levied on commercial-industrial/mineral (puc22)
Net taxes levied on commercial-industrial/mineral for main taxing district only (puc30)
Delinquent taxes and property in forfeiture (puc47 continued earlier puc11)

1984-2000:
Total tax rate levied for all purposes (line 1)
Res/Agr.  Class composite reduction factor (line 2)
Other class composite reduction factor (line 3)
Res/Agr class effective rate (line 4)
Other class effective rate (line 5)
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Res/Agr Tax valuation (line 6)
Other Class tax valuation (line 7)
Public Utility and Railroad Personal Property Tax valuation (line 8)
Calculated and checked total tax valuation
Calculated and checked real and public utility valuation (puf)
Current gross real and public utility taxes levied (including personal property, before

reduction factors) (line 9)
Calculated gross taxes levied on real and public utility property not including personal

property
Delinquent real property taxes and penalties (line 10)
Credit from reduction factors for all classes
Various calculated variables

For county totals:

1955-1976:

(Millages not available at county total level in this series)
Total valuation of real estate without public utility property outside of cities
Total valuation of real estate without public utility property inside cities
Total valuation of real and public utility property within county (pcf)
Delinquent taxes and property in forfeiture (pcc11)
School taxes levied in dollars (pcsch4)
Total taxes levied on total mills in dollars (pcttl6)
From 1977-80, above plus:
Total value of real and public utility plus public utility personal property (pc77pupp)
Tax reduction factor for all classes of property (pc77tre)

For 1980, all above except:

Tax reduction factors broken down for commercial-industrial/mineral and residential-
agricultural.  

For 1981-1983:
Same as above plus:
Total public utility personal property valuation in separate column (pc81pptv)
Total Net taxes charges on p.u. personal property valuation in above row
Total valuation of real and public utility property plus p.u.p.p.  (Pc81gttv)
Total gross taxes levied on above row
Total ag/res tax value
Total GROSS taxes levied on above row
Total school taxes levied on above row
Total taxes levied by cities in county on above row
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Total NET taxes levied on above row
Total commercial-industrial/mineral/public utility tax value
Total GROSS taxes levied on above row
Total school taxes levied on above row
Total taxes levied by cities in county on above row
Total NET taxes levied on above row
Delinquent taxes and property in forfeiture (pcc47 continued earlier puc11)
Agricultural recoupment value
Agricultural recoupment taxes levied
Numerous calculated variables

1984-2000:
Res/Agr Tax valuation (line 6)
Other Class tax valuation (line 7)
Public Utility and Railroad Personal Property Tax valuation (line 8)
Calculated and checked total tax valuation
Calculated and checked real and public utility valuation (pcf)
Current gross real and public utility taxes levied (including pers. property, before
reduction factors) (line 9)
Calculated gross taxes levied on real & public utility property not inc. personal property
Delinquent real property taxes and penalties (line 10)
Credit from reduction factors for all classes
Various calculated variables

4.  MILLAGE SERIES (MC and MU series see Appendix 2) 

(Source: PR-6 series for county, PR-5 series for cities)

For counties, 1988-1999 (2000 available but not entered):
County total gross mills levied class I (residential-agricultural)
County total net mills CI after tax reduction factors and before rollbacks and exemptions
County total gross mills levied class II (commercial, industrial, mineral, public utility)
County total net mills CII after tax reduction factors and before rollbacks and exemptions
County total mills on public utility personal property

For cities, 1955-1975 (2000 available but not entered)
Effective mills levied by county within city for operations
Effective mills levied by county within city for debt service
Effective mills levied by schools within city for operations
Effective mills levied by schools within city for debt service
Effective mills levied by townships within city for operations
Effective mills levied by townships within city for debt service
Effective mills levied by city within city for operations
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Effective mills levied by city within city for debt service
Total state mills levied from WWII and Korean conflict mills (last year 1967)
Total effective mills for city (for operations and for debt, total of following two rows)
Total effective mills for operations levied in city
Total effective mills for debt levied in city
Total effective mills levied by county within city for operations and debt service
Total effective mills levied by schools within city for operations and debt service
Total effective mills levied by townships within city for operations and debt service
Total effective mills levied by city within city for operations and debt service

For cities, 1976-7 (Structure changes)
Total actual (gross) mills for city
Total actual gross mills for current operations
Total actual gross mills for debt service
Actual mills for permanent improvement
Total effective mills for real property (equals total of following two rows)
Current effective rate on real property
Debt effective rate on real property
Effective mills levied by county within city for operations
Effective mills levied by county within city for debt service
Effective mills levied by schools within city for operations
Effective mills levied by schools within city for debt service
Effective mills levied by townships within city for operations
Effective mills levied by townships within city for debt service
Effective mills levied by city within city for operations
Effective mills levied by city within city for debt service
Total effective mills levied by county within city for operations and debt service
Total effective mills levied by schools within city for operations and debt service
Total effective mills levied by townships within city for operations and debt service
Total effective mills levied by city within city for operations and debt service

For cities, 1978-9 (Same as 76-77 but different order)
Total actual (gross) mills for city
Total effective mills for real property
Total actual gross mills for current operations
Total actual gross mills for debt service
Actual mills for permanent improvement
Current effective rate on real property
Debt effective rate on real property
Effective mills levied by county within city for operations
Effective mills levied by county within city for debt service
Effective mills levied by schools within city for operations
Effective mills levied by schools within city for debt service
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Effective mills levied by townships within city for operations
Effective mills levied by townships within city for debt service
Effective mills levied by city within city for operations
Effective mills levied by city within city for debt service
Total effective mills levied by county within city for operations and debt service
Total effective mills levied by schools within city for operations and debt service
Total effective mills levied by townships within city for operations and debt service
Total effective mills levied by city within city for operations and debt service

For cities, 1980- (Structure change, has total rates by class but not broken down by
source of millage)
Res/Ag Gross Rate
Res/Ag Effective Rate
Class II Gross Rate
Class II Effective Rate
Tangible personal property rate (if provided)

5.  TANGIBLE PERSONAL PROPERTY TAXES 

(Corporate equipment and machinery other than public utility personal property) 
(1955-1999, 2000 available, not entered)

For counties and for city totals:
Series includes total taxes levied in counties and total taxes levied by county, by
townships, by schools, by all cities/villages in county, as well as total tangible personal
property valuation in county.  The structure has not changed over the years.  Actual and
effective millages and taxes levied are the same as tax reduction factors do not apply to
these taxes.

6.  PD Series- Various Taxes Levied and Valuation Data (PD-25 series)

(Data not compiled by state for years 1963-4, 1970, but most data available from above
series)

For County totals 1955-1975
Total taxes levied including delinquencies, forfeitures and special assessments
Total taxes levied
Total taxes levied on state mills (last year 1967)
Total taxes levied on county mills
Total taxes levied on township
Total taxes levied on school district mills
Average mills for city and for county
Total special assessments
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Delinquent taxes

For County totals 1976-78
Total taxes levied
Total net taxes levied after reduction factors
Delinquent taxes
Total valuation of real and public utility property
Total valuation of real property
Total valuation of public utility property
For County totals 1979-1998 (1999-2000 not entered)
(1979 data not complied by state)
Residential-agricultural taxable value
Res/Ag Gross taxes levied
Res/Ag Net Taxes levied
Class II taxable value
Class II Gross taxes levied
Class II Net Taxes levied
Public Utility Tangible Personal Property Value
Public Utility Tangible personal property taxed levied
Total valuation of Class I (res/ag), Class II (commercial, industrial, mineral, public
utility),  p.u.p.p. .
Total gross taxes levied on above row
Total net taxes levied on above row
For City 1955-1962,1965-1975 only, other years not published
Total tax real property valuation in city (same as puc)
Total tax value of public utility property in city
total tax value of real and public utility property in city (same as puf)
Average total mills for all districts in city
Average school mills for all districts in city
Average city mills for all districts in city
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Appendix B: Data Structure by Unit of Observation

This table illustrates the six jurisdictional levels of analysis of the available data series.  

COUNTY LEVEL (Raw data entered)
EC Series - Exempt County: Exempt Property Abstracts 1955-2000
RC Series - Real County: Real Property Abstracts 1955-2000
PC Series - Public Utility County: Real and Public Utility Abstracts 1955-2000
MC Series - PR-6 Various millage levels levied in county 1988-1999
TC Series - PD-15 County Tangible Personal Property Abstracts 1945,55-99
PD Series - PD-25 Various taxes levied data and valuations county variables
PD55ttad -PD00CH3

COUNTY SEAT/CITY LEVEL
EU Series - Exempt City Totals: Exempt Abstracts (Calculated district data 74-00)
RU Series - Real City Totals: Real Property Abstracts 1955-2000 (55-73/calculated)
PU Series - Public Utility City Totals: Real and Public Utility Abstracts 1955-2000

 (Calculated from taxing district data 55-00)
MU Series - PR-5 Various millage levels levied in city 1955-1999
TU Series - PD-17 County Tangible Personal Property Abstracts PD-171946,55-99
PD Series - PD-25 City Taxes levied, some millages, variables PD55c-PD00CITM
LG Series - Local Government Fund 1955-1999 Incomplete

MAIN TAXING DISTRICT OF COUNTY SEAT Level (Raw Data - Main Tax District)
EM Series - Exempt Main District Totals: Exempt Property Abstracts 1974-2000
RM Series - Real Main District Totals: Real Property Abstracts 1974-2000
PM Series - Public Utility Main District Totals: Real & Public Utility Abstracts 55-00

OUTSIDE MAIN DISTRICT LEVEL (County minus Main District Totals: *C-*M)
ET Series - Exempt Property Abstracts 1974-2000
RT Series - Real Property Abstracts 1974-2000
PT Series - Real and Public Utility Abstracts 1955-2000

“SUBURB” LEVEL (County minus City Totals: *C-*U)
ES Series - Exempt Suburb Totals: Exempt Property Abstracts 1955-2000
RS Series - Real Suburb Totals: Real Property Abstracts 1955-2000
PS Series - Public Utility Suburb Totals: Real & Public Utility Abstracts 1955-2000

ANNEXATION LEVEL (City Total minus Main District: *U-*M)

EA Series - Exempt Totals: Exempt Property Abstracts 1974-2000
RA Series - Real Totals: Real Property Abstracts 1974-2000
PA Series - Public Utility Totals: Real and Public Utility Abstracts 1955-2000
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Appendix C:  Summary of Main Data Series and Number of Cells

Real Property Abstracts:

Land value building value totals for all classes
(Agricultural residential commercial industrial)
New construction value for each class
Demolition values for buildings each class
Net newly exempt land value each class
Net newly exempt building value each class
(For agricultural, residential, commercial, industrial)
35 columns per year for county data
35 columns per year for each city (1955-1973)
35 columns per year for each taxing district (1974-2000)
99 taxing districts for the 17 cities
3200 Columns raw data; 132,230 cells

Exempt Property Abstracts:
Combined land/building exempt value for:
Federal, state, county, township, city, schools, parks, charitable, private educational,
religious, charitable, graveyards, abatement total
Total number of parcels
Total exempt and abated property valuation
16 columns per year for county totals
16 columns per year for each city total (1955-73)
16 columns per year for each city taxing district (1974-2002)
1472 columns, 60444 cells

Real and Public Utility Abstracts:
Millages and taxies levied on real and public utility property
Millage breakdowns within cities most years
Valuation of public utility property
Valuation of real property all classes
Total taxable real and public utility valuation
Value of delinquent/forfeited property all classes
6 columns per year for county totals
17 columns per year for each taxing district (1955-2000)
1058 columns, 11339 cells

Total of main data series:
Total of 5730 raw data variable columns
Total of 204,013 cells of raw data
Including calculated variables: 30,000 columns, 17 rows
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Appendix D: Further Information on Data Sources

Each city in the sample has one or more taxing districts.  For example, the City of

Youngstown/Youngstown Public Schools is Youngstown’s only taxing district.  The City

of Cleveland/Cleveland Public Schools is only one of several taxing districts in

Cleveland, which also includes the City of Cleveland/Shaker Heights Schools taxing

district.  For each taxing district within the same city, there is a different total property tax

millage.  The city and county millages are the same, but there are different school district

millages in each district.  In the case of Cleveland, as shown by Table 3-1, 98.2% of the

property valuation is in the main district.  

Property valuation is the sum of building valuation and land valuation.  Land

value and building value are not reported separately in the Exempt Property Abstracts.  

Starting in 1974, city total data were calculated from the sum of each city’s taxing

districts.  Prior to 1974, only city total data were available in the exempt property

abstracts and the real property abstracts.  

The valuation for each type of abatement is available for most counties only at the

county total level.  A summary of the legislation providing for each type of abatement is

available on the Department of Taxation’s website at

http://www.state.oh.us/tax/Publications/ta.pdf (Ohio Department of Taxation 1998).  

A parcel of property, rooted in the legal description of the parcel, is the most basic

unit of analysis of real property.  In thinking about increases in the number of parcels

reported in this appendix, however, it should be kept in mind that while one site on which

there is an exempt facility may have just one parcel, it may also have many adjacent
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parcels making up that site.  Likewise, one organization may have many sites on which it

owns exempt property and still other sites on which it owns taxable property for

investment purposes.  Furthermore, the same organization may own more than one kind

of exempt property, for example religious property and charitable property.  The Exempt

Property Abstracts aggregate the value of all parcels of exempt property.  

The 1955-1985 data are stored at the Ohio Historical Center in newspaper page-

sized spreadsheets bound into volumes, with one or more sheets per county per year. 

Beginning in 1986, counties began to report data in computer print-outs, with one page

per taxing district and a page for the county totals.  These data are stored in boxes at the

Ohio Historical Center, and are not yet catalogued.  The most recent 10 years of data are

stored in a file room at the Department of Taxation.

All parcels undergo a full reappraisal every six years, and an update every three

years.  The years are staggered among the 88 Ohio counties, in order to reduce the burden

on the Ohio Department of Taxation officials who receive, evaluate and record these

reappraisals.  Triennial updates of property values use computer studies of the sales prices

of comparable homes in the three prior years (Stratton 2001).  Sexennial reappraisals,

however, involve more extensive attention to each parcel.  In the years 1963, 1969, 1975,

1981, 1987, 1993 and 1999, there were reappraisals in Columbus and Cincinnati as well

as four smaller counties, plus updates in Akron and Dayton and one smaller city.  The two

other Big Six cities, however, Cleveland and Toledo, have re-appraisals the following

year.  Nevertheless, the years listed above are the years in which there is the smallest lag

effect produced by rotating assessments.  As a result, these years are bold-faced in a



313

number of the tables and in other tables.

The primary data columns on real property valuation were amenable to electronic

checking, by merely calculating a grand total for real property valuation and then

checking that this equaled the entered valuation totals for the land and building value sub-

totals for each class of property and that the class totals equaled the grand total.  Similar

checking was done to ensure that the sub-totals for the various forms of exempt property

equaled the total exempt property valuation and that the county sub-totals for various

kinds of property tax abatements equaled the amount for county property tax abatement

valuation.  Some columns in the Real Property Abstracts, however, could not be checked

electronically, as there were no original total columns against which to check sub-totals. 

These included the columns for new construction, demolitions, land value becoming

exempt, and building value becoming exempt.  Each of these cells was checked by hand,

by re-paging each volume of data.  

There are a number of other components of the net increase (or decrease) in value

of each year’s Real Property Abstract spreadsheet.  The data entry requirements for

entering all these data would have made the research next to impossible.  These factors

include changes by boards of revision, tax appeals or courts, property reclassified to and

from tangible personal property (industrial and commercial only), an agricultural loss or

recoupment factor, property discovered as omitted from the previous year’s abstract,

annexation, miscellaneous, etc.  These factors, along with new construction, demolitions,

and exempt property changes are what add up into the total change in real property value

for any year. 
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Appendix E:  Changing Ratios of Assessed Value to Market Value

In the introduction, I noted that there was a consistent assessment of property

values for all classifications of taxable real property at the same or similar proportion of

market value (35%) during most of the years studied.  This requires further explanation.

The 1851 Ohio Constitution had required that all real property be taxed by a uniform rule

according to its value.  But allegations were made during the early 1960s that the practice

in Cuyahoga County (Cleveland) and some other counties was to assess commercial and

industrial property at higher proportions of its market value than residential property.  A

1964 Ohio Supreme Court decision known as the Park Investment cases, named after the

Cleveland firm that initiated a number of lawsuits, resulted in the Court reaffirming the

uniformity principle.  By court order, Cuyahoga County’s commercial and industrial

assessments were reduced in 1964 (United States Advisory Commission on

Intergovernmental Relations (USACIR) 1967; Berno and Whitmore 1996).  

This reduced the Cuyahoga County Real Property Abstract industrial property

total from 1963-1964 by 4.4% or $20.8 million, and the commercial total by $74 million

or 6.6%.  Commercial and industrial value growth was also flat across the seventeen

counties included in this dissertation.  In 1965, a statute required that all real property be

assessed at a maximum of 50% of true (market) value but that the level be set by rule of

the Board of Tax Appeals (Berno and Whitmore 1996).  The B.T.A.  proceeded to set a

general assessment level of 40% for all classes of property (USACIR 1967).  Following

yet another Park Investment Supreme Court decision in 1971 the General Assembly

decided to equalize the levels and the B.T.A. set the assessment level at 35% by law,
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where it has remained since (Berno and Whitmore 1996).  

Concerned that perhaps assessment levels differed from the 35% level by more

than I had thought or that there were greater differences than I had thought between

residential and non-residential assessment levels, I analyzed Census of Government

assessment/sales ratio studies in order to ascertain an independent measure of the

assessment level.  The Census of Governments from 1956-1982 studied measurable sales

of residential non-farm houses over six months, with results for selected counties and

later for Standard Metropolitan Statistical Areas and selected cities.  Thirteen of my 17

counties were included throughout these years.  The data columns included the total gross

assessed value, which is a measure of the assessed value of the parcels of property of the

specified type which were sold during the six month period studied.  Also included was

the aggregate sales price, which is simply the total of the sales prices of all arms-length

sales of parcels of property that sold during the six month period.  Finally, for the present

purposes, the census data included three measures of the assessments to sales ratio.  I

conducted a detailed analysis of these data.

The results show that the ratio for all real property falls between the ratios for

residential single family property and other property (which in these counties was largely

commercial and industrial.)  For 1971, the aggregate assessment-sales price ratio for all

real property was 30.99%, for single family residential (nonfarm) property was 30.96%,

and for other 31.18%.  For 1976, the figures were 29.09%, 29.26%, and 28.65%,

respectively.  For 1981, they were 29.20%, 29.43%, and 28.11%.   In these counties89
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during these years, assessment levels for residential and non-residential property were at

most 1.3% different.  This is well within the typical sampling error reported by the census

for individual counties.  The fact that it was within this close range in all three years

across an eleven-year period adds to the confidence we can have in these results. 

The results of my analysis show that the overall assessment level was 2-4% higher

than 35% that from 1955-1970, and from 1971-1981 was between 4% and 5.5% below

35%.  However, the present analysis is not very reliant upon these relatively minor

junctures in the longer term growth in value of real property value.  Overall, it is apparent

that during the 1955-1971 period, property was assessed just under the 40% level, while

from 1971 to 1981 and most likely since that time, it has been assessed just under the

35% level.  In general, this analysis supports my general contention that Ohio’s property

tax records provide the opportunity to study assessed values which have not changed

substantially as a proportion of market value over the years and have the additional

characteristic of not having changes in real or exempt property classifications.  
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Appendix F: Exempt Property Assessments: Arbitrary?

Netzer argued in 1972 that most estimates of the value of exempt property were

unreliable and that they failed to recognize that there was likely little alternative use for

such property (Netzer 1972, cited by Pfister 1977:6).  At the time, Pfister argued that

Netzer’s view that exempt property was overvalued was “certainly the minority view”

(Pfister 1977: 450fn4).  More recently, Netzer repeated his concerns (Netzer 2002).  He

argued that assessors view it as a waste of time to accurately assess property that will not

be taxable in any case, and that the assessed values may be considerably out of date and

undervalued. 

I conducted an analysis of this possibility.  I reasoned that were exempt property

assessments arbitrary, one would tend to see large, unexplained variations from auditor to

auditor within counties over time as well as inexplicable variations between similarly

sized cities during the same years.  Visual inspection of the data, shortly after data

collection began, showed that except for one set of years in the late 1950s in one small

county, there were no sudden or arbitrary decreases or increases in the assessed valuation

of exempt property that cannot be explained by sudden increases or decreases in the

number of exempt parcels or the identifiable addition of major new exempt facilities.

The data were re-examined just prior to completion of the dissertation.  The

several thousand columns of data on exempt property were transposed and the totals

checked.  The columns were stacked by year and sorted, so that each type of property

could be examined within each city over the years.  A procedure was used to check for

column entry errors, which could not be checked electronically.  The accuracy of the
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entered totals for each type of property were once again checked against the sum of the

totals.   

I also subjected the taxable and exempt property data to a robust test for

arbitrariness of exempt property assessments.  I began with the assumption that taxable

property assessments were not arbitrary.  I reasoned that were exempt property

assessments arbitrary in any one county, this would show up in bizarre changes over time

in the proportion of exempt property, compared to other counties.  I further reasoned that

there would be no apparent relationship between the county’s share of the exempt

property in all 17 counties and its share of taxable property.  For 1955-2000, for each

county, I compared its proportion of exempt property to those of the total of all 17

counties.  So, for instance, Cuyahoga County (Cleveland) in 1955 held 31.6% of the

taxable value of the 17 counties and 31.5% of the exempt value of the 17 counties.  By

the year 2000, this had fallen to 23.1% and 24%, respectively.  

For each year, I divided each county’s share of all taxable value by its share of all

exempt value. A sudden increase in exempt property in any one county would cause this

ratio to decrease suddenly, since there would be an increase in the denominator.  For all

counties, the average change in this ratio from 1955-2000 was -.06.  More importantly, no

single county saw a significant change in this ratio over the years.  In other words, by and

large, there was a very stable relationship between each county’s taxable value and

exempt value and the totals for all counties.  Stability and lack of sudden change are both

strong indication of the lack of arbitrary evaluation of exempt property. 

 However, there need not be a stable relationship to indicate lack of arbitrary
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assessment.  For example, in 1955, Franklin County (Columbus) held 9.5% of the taxable

value of the 17 counties, but 19.7% of the exempt value, for a ratio of exempt proportion

to taxable proportion of .48 (9.5/19.7).  By 2000, due to annexation of considerable land

which added taxable value but little exempt value, these figures were 17.2% of taxable

value and 21.2% of exempt value, for a ratio of approximately .81.  There was a gradual

increase from 1955 to 1967 and then no change of more than .1 until 2000.  There was a

change from .48 to .81 from 1955 to 2000, so there was no stability.  But there was

gradualness of the change over time.  Therefore, there was no evidence of arbitrariness of

assessment of exempt property.

Where there was change, how gradual was it?  I calculated the annual change in

this ratio, and then calculated the average annual change for each county and for all

counties.  For all counties, the average annual change was a mere .0014.  Of the 765 year-

to-year changes for the 17 counties over 46 years, there were only 65 absolute (negative

or positive) changes of .2 or better, with 43 of these being exactly .2 or -.2.  There were

only nine changes .5 or greater, and only three 1.0 or greater.  The smallest counties

appeared to have the greatest changes, since the addition or removal of a large exempt

facility could affect the county’s proportion of the state average.  Based upon this

analysis, there is little evidence from these data in Ohio that exempt property assessments

in recent years are arbitrary.  

There has been a long debate about whether exempt property assessments are

arbitrary and accurate.  I have reported results of several analyses which indicate that they

do not evidence any untoward arbitrariness.  One economist pointed out, “No estimate of



320

the amount of exempt property can be highly accurate, nor will it satisfy everyone”

(Pfister 1976: 442).  This dissertation will proceed under the assumption that these data

are such a reasonable estimate and that they warrant the present analysis.  
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Appendix G: Calculation of the Displacement-Development Statistics

Displacement-Development Index: Mathematical Notation

Following are crude mathematical notations for the displacement-development index:

Let Eb represent property value of residential buildings newly exempt in a year.  
Let El represent property value of residential land becoming exempt in any one year.  
Let (Eb+El)/El constitute NEPR, Newly Exempt Property Ratio, property value over
land value.  

Let Tb represent property value of residential buildings taxable in any one year.  
Let Tl represent property valuation of residential land taxable in any one year.  
Let (Tb+Tl)/Tl constitute TPR, Taxable Property Ratio, property value over land value.  
Let NEPR/TPR be D, the displacement-development index, with D>0.

If D=1, displacement is indicated.
If D>1, greater levels of displacement are indicated.  
If TPR=3 (and) if NEPR=1, D=.33, and development is indicated.  No displacement took
place, since an NEPR  of 1 means that only land became exempt.    
If TPR=3, and D>.33 and =<1, both displacement and development took place. 

Repetition of the Calculation of the Index

In this section, I will construct two hypothetical displacement-development

indexes from hypothetical taxable property ratios and  hypothetical newly exempt

property ratios.  

HYPOTHETICAL Displacement-Development Index Showing Displacement:

Newly Exempt Property in 1977:
$80,000,000 in newly exempt property
$20,000,000 in newly exempt land
Newly exempt property ratio (Ratio  Newly Exempt Property/Land): 80/20 = 4

Taxable Property in 1977:
$8,000,000,000 in total taxable property
$2,000,000,000 in total land value 
Taxable property ratio (Ratio Property/Land): 8/2 = 4
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Displacement-Development Index:
Newly exempt property ratio/Taxable property ratio: 4/4 = 1.0

A displacement-development index of 1.0 shows that the property coming off the

tax rolls that year was equally as developed as the property still on the tax rolls.  This is

the operationalization of displacement for the aggregate data.  

HYPOTHETICAL Displacement-Development Index Showing Development:

Newly Exempt property in 1977:
$80,000,000 in newly exempt property
$70,000,000 in newly exempt land
Newly exempt property ratio:
(Ratio Property/Land) 80/70=1.14

Taxable Property in 1977:
$8,000,000,000 in buildings
$2,000,000,000 in land
Taxable property ratio
(Ratio Property/Land) 8/2=4

Displacement-Development Index:
(Newly Exempt ratio/Taxable Property Ratio): 1.14/4.0= . 29

A displacement-development index of .29 shows that the property coming off the tax rolls

that year was NOT equally as developed as the property still on the tax rolls.  It was

almost all land.  This illustrates development.  To refer back to Table 4-1, since the

taxable property ratio was 4.0, the index score would have had to be .63 were the property

“half as developed” as the taxable property.  Here it is much less than “half as

developed.”  In the next section, I further explain the concept “half as developed.” 

Following that, I explain the value of the percentage displacement statistic.

Interpreting the Index Score: The “Half as Developed” Score

However, to facilitate easier interpretation of the index, I have included the “half
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as developed” score in each row, as well as a percentage displacement statistic.  The

calculation of the so-called Half score is shown in the next section, and the calculation of

the % displacement statistic is documented in the section following it.

In Table 4-1, I introduced a way of interpreting the index score based upon its

relationship to the index score for the same TPR, were the newly developed property that

year “half as developed” as the taxable property that year.  I refer to this as the Half score. 

The Half score is a good thumbnail way of interpreting the displacement-development

index, without building a black box statistic for which the interpretation would be too

difficult.  In addition, further below, I utilize the Half score as part of the calculation of

the actual percentage of full displacement represented by each index score.  

In Tables 4-14 to 4-17, I have created a column, labeled Index If “Half . . . ”, in

order to present the Half score.  This is the index score were the newly exempt property

only “half as developed” as the taxable property that year.  The spreadsheet formula for

columns F, G, H, I and J of Table 4-14 is as follows, with F being the total taxable

property value, G being taxable land value, H being the taxable property ratio (TPR), I

being the displacement-development index, and J being the Half score

J =((((F-G)/2)+G)/G)/H)  

For example, from the 1955 row in Table 4-14 (first row in the table),

J=(((3112.290380-581.748650)/2)+581)/581)/5.3498=0.59

In other words, I start with Column F, TAXV, the total value of all taxable

property.  

F=$3,112 ($3,112,290,380)



324

I subtract column G, TAXL, the total taxable land value component of the numerator of

the Taxable Property Ratio, $581,748640, expressed in the table in millions, with hidden

decimals expressing the remainder of the value:

F-G=$3,112-$581

I then divide the remaining taxable value (the building value) in half, so that the property

is half as intensively developed.  

(F-G)/2=($3,112-$581)/2

Next, in this formula, I add back in Column G, the land value, and then divide by the

same land value in order to produce a property ratio that is “half as developed” as the

original Taxable Property Ratio.  

((F-G)/2)+G=(($3,112-$581)/2)+$581

(((F-G)/2)+G)/G=((($3,112-$581)/2)+$581)/$581

Having adjusted the numerator so that it is now “half as developed,” I essentially produce

a hypothetical Exempt Property Ratio representing newly exempt property which is “half

as developed” as the taxable property that year.  I then divide this hypothetical exempt

property ratio by Column H, the original Taxable Property Ratio: 

J=((((F-G)/2)+G)/G)/H)=(((($3,112-$581)/2)+$581)/$581)/5.35=0.59

The Half score varies depending upon the level of the Taxable Property Ratio. 

The Half score is the true midpoint between full displacement at 1.0 and full

development at 1.0 minus the Half score.  This requires demonstration.  In Table 4-1, in

Column E, I showed the displacement-development index score which, at various taxable

property ratios, indicating the occurrence of full development.  Full development takes
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place when only land value became exempt that year.  In Table 4-14, the cumulative

Taxable Property Ratio (Column H) for 1955-2000 was 4.65.  The closest ratio in Table

4-1 is 4.5, and at that ratio the index score would need to be .22 to represent full

development.  For instance, in Table 4-14, the taxable property ratio for 1979-2000, in the

bottom row of the table, is 4.66.  At this taxable property ratio, there would need to be an

index score of .21 to indicate full development.  Thus, in the above example, there is a .39

difference between 1.0 (full displacement) and the Half score of .61, and there is a .39

difference between .21 and this same Half score (once rounding error is eliminated).  

This demonstrates my point about the Half score representing the true midpoint

between full displacement at 1.0 and full development at .21.  The Half score is the score

at which the index would need to be were the newly exempt property that year 50% as

developed as the taxable property.  As may be apparent, an interpretative scale from 0-

100% is compressed into the this scale from .21 (full development) to 1.0 (full

displacement).  Another 0-100% scale of the percentage of displacement is compressed

into the difference between .22 and 1.0, and so forth for any full development score and

corresponding taxable property ratio.

Interpreting the Index Score: Percentage of Displacement Statistic

There are two ways in which the displacement-development index can be

interpreted.  The first way was the Half score.  In this section I use the Half score to

calculate the second way, the % Displacement statistic.  The % Displacement statistic

permits the interpretation of the index score in terms of the percentage of full

displacement (a score of 1.0) that it represents.  This statistic is reported in the rightmost
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column of Tables 4-14 to 4-17, and is labeled % Displacement.  

The first task in calculating the % Displacement statistic is to calculate the

difference between the displacement-development index score and the true midpoint.  In

the case of Table 4-14, the 1955-2000 cumulative displacement-development index score

(found in the 55-00 row at the bottom of the table) was .55 (column I).  This score was

.05 less than the Half score in column J of .61, which at that taxable property ratio would

have meant that the newly exempt property that year was “half as developed” as the

taxable property.  Calculating the difference between the index score and the Half score

for any displacement-development index score makes it possible to calculate exactly

where the index score lies on a scale from 0% (representing full development) to 100%

(representing full displacement) or higher.  

I have done this in the rightmost column of Tables 4-14 to 4-17.  The formula for

calculating this statistic is perhaps crude, but it works.  It is a simple statistic, but is

expresses complex social change processes in a way one can more easily understand than

with the raw index score and the thumbnail “half as developed” statistic.  

I began with the formula presented above for calculating the Half score, discussed

above: J =((((F-G)/2)+G)/G)/H).  

Recognizing that 1.0 is a score of full displacement, I know that 1.0 minus the

Half score is the displacement-development scale equivalent of 50-100%.  For instance,

in Table 4-14, in the cumulative index row for 1955-2000, 1.0 minus the Half score of

.61 (more exactly .6076) is .39 (more exactly .3924).  This figure of .39 is the equivalent

of 50 percentage points on a scale of 0-100%.  
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The absolute difference between the half score of .61 and the index score of .55 is

.05 (.6076- .5534 =.0542).  How many times does this absolute difference of .05  “go

into” .39?  7.24 times (.3924/.0542).  How many times does 7.24 “go into” the 50%

equivalent expressed as a whole number?  6.9 times ((50/7.24169=6.904).  This 6.9 can

be expressed in percentage terms as the amount of percentage points from which the score

deviates from 50%.  Therefore, the reported index score of .55 can be expressed in

percentage terms as 50% minus 6.9%, or 43.1%.  This is the % displacement score of

43.11% reported for 55-00 in Table 4-14.  

Thus the index score of .5533 can be interpreted to indicate that the newly exempt

property that year was 43.1% displacement, or, were one to prefer to express it that way

100%-43%, or 57% development.  Such a percentage interpretation of the index score in

Column I of Tables 4-14 to 4-17 is presented in the rightmost column of these tables. 

The full formula for calculating this statistic is as follows:  

% Displacement = (50+(50/((1-J)/(I-J))))/100

% Displacement = (50+(50/((1-.61)/(.55-.61))))/100 = 43.11%

Using this formula for any index score of 1.0 in Column I, the percent displacement

would calculate as 100%, regardless of the taxable property ratio.  Also, in the above

example, the TPR in column H is 4.65.  Were Column I to be 0.21 (instead of .55), the

percent displacement would calculate as 0%.  My % Displacement statistic takes the

implicit 0-100% scale that lies from an index score of .21, representing full development,

to an index score of 1.0, representing full displacement, and turns it into the explicit 0-

100% scale reported in the % Displacement column.
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In order to solve the empirical problem associated with the testing of competing

theories of displacement and development, I developed a logically-based displacement-

development index.  I explained in detail the logic and the calculations behind this index,

but was left with an index score which differed depending upon the level of the taxable

property ratio, and was hard to interpret.  Next, I reasoned that it would be possible to

ascertain a score which would represent the half-way point between displacement or

development for any taxable property ratio.  Finally, I developed a simple percentage

scale which makes index scores more accessible to everyday interpretation.  This statistic

helps understand the extent to which the growth in the absolute value of the exempt

sectors has represented full displacement from the tax rolls of property equally developed

as taxable property, has represented development upon undeveloped land, or has

represented some percentage of full displacement or development.  Having established

the basis for such an interpretation of the several tables which follow, I will now present

the results of the displacement-development index.  
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Appendix H: Full Versions of Abbreviated Tables

This Appendix contains the full versions of the abbreviated tables presented in

chapters 3, 4 and 5.  These tables contain all years of data, rather than the selected years

of data presented in the abbreviated tables.  All calculations (such as average annual

percentages and accumulated totals) presented in the abbreviated tables were calculated

from the complex set of rows in the tables shown in this Appendix.
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Appendix I: The Logic of the Property Tax Exemption

This dissertation has made the standard assumption that all real property (both

taxable and exempt) should be considered potentially taxable when calculating the

proportion of exempt property.  What if some forms of exempt property are clearly

beyond the pale, and are not properly considered potentially taxable?  This is not an idle

issue.  According to an explanation of Ohio’s treatment of property tax exemptions in the

school funding formula, Section 3317.022(B)(1) of the Ohio Revised Code was the

legislation which first recognized that there should be adjustments for exempt property

when calculating the basic aid funding.  This took effect in fiscal year 1992.  According

to Shams, “Under the provisions of this section any school district whose tax-exempt

property is valued at 25% or more of its potential property valuation is eligible to receive

this adjustment.  The law defines the potential property valuation as the total of taxable

and tax exempt properties a district has.  For the purposes of this adjustment, the

tax-exempt property excludes all property owned by the United States Government and

used exclusively for public purpose and all abated property.” (Shams 2003: 1).  In other

words, “potential property valuation” is an important concept under law.  In Ohio, the

assumption is made the religious property and other forms of exempt property, other than

federal property (which is sovereign), is potentially taxable.  The basis for this is the fact

that in Ohio there is no constitutional protection for exemptions.  Federal property is not,

since it is sovereign.  Abatements are excluded because they are provided for under law.  

Instead, there is merely an authorization that the legislature may exempt certain classes of

property.  As this legal provision indicates, the issue of what is “potentially taxable”
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requires some consideration.

The central logic of the charitable property tax exemption is found in a North

Carolina Supreme Court decision:

It is the use of such property other than in private competitive business that
justifies its exemption from taxation. . . Those who are required to pay taxes on
their property are deserving of equal consideration.  Their burden is made heavier
whenever property of any kind is withdrawn from taxation. . . The Constitution
requires that those in the same class shall be treated alike.  It appears from the
foregoing analysis of the cases on the subject that the path of exemption has
equality prescribed on one side and discrimination proscribed on the other (cited
in McClean 1994).  

In other words, if it competes in a market with private taxable competitors, it should be

taxed like others in the market.  The equal protection clause applies to all individuals. 

Even those which under law are corporations, nonprofit or for-profit.  

According to this argument, if nonprofit hospitals increasingly behave no

differently than for-profit hospitals, they are commercial institutions, not charitable

institutions, and should be taxed.  If a Y.M.C.A. operates new facilities in the suburbs

that differ little than for-profit health clubs, are they really commercial institutions and

should they be taxed?  If the local public theatre, opera or symphony is open to the public

for an admissions price, without any provision for the poor, how is it different from any

for-profit palace of culture?  If the local church or nonprofit day care center is in

competition with for-profit providers and charges comparable rates with no significant

charitable provisions, how it is not like for-profit providers?  Equal protection would

demand that for-profit providers not be discriminated against, according to this logic.  

There are still more complex arguments against such an exemption.  Justice

Douglas dissented from the previously cited Waltz decision on the grounds that any
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property tax exemption is a form of public subsidy, in that case to religion (McClean

1994).  In making his argument, he quoted a 1933 Brookings Institution report which

argued that in the case of charitable organizations, exemption is justified only to the

extent that were the service or benefit not provided by the charitable organization, a

service or benefit of equivalent value would need to be offered by the government.  Such

a requirement was included in Florida state law at the time McClean wrote, and could

easily be the focus of property tax exemption reform in other states.  Such a standard is a

strict one if fully applied.

In recent years, there has been a resurgence of criticism of property tax

exemptions for nonprofit charitable organizations in general and for nonprofit hospitals

and YMCAs in particular.  In Colorado, a campaign to end property tax exemptions for

churches and most nonprofit organizations was successful in obtaining ballot status,

although it garnered only 17% of the subsequent votes (Williamson 1996).  

In Oregon in 1990, the Supreme Court ruled that two YMCAs provided

insufficient charitable services to quality for property tax exemption under state law, a

decision which was welcomed by some small business leaders.  The court reportedly

ruled that the YMCAs’ 4% of cash revenues devoted to explicitly charitable purposes was

insufficient, and rejected the argument that the valuation of volunteer services, subsidies,

and services provided to the public for free (which the YMCA calculated constituted 25%

of revenues) were sufficient evidence of charitable status.  Similar controversy has arisen

surrounding YMCAs in Franklin County, Ohio, with the local business press questioning

whether newly constructed suburban YMCAs that compete with private health clubs
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should be entitled to exemptions (Booker 2000).  Private health clubs have recently

sought to curtail YMCA exempt status, and YMCAs reportedly have sought to begin to

document and increase their charitable operations (Bailey 1989).  Litigation concerning

the exempt status of YMCAs has a long history, with court cases reported as early as

1936 in Philadelphia, 1950 in Los Angeles and 1953 in the District of Columbia

(Ginsberg 1980).  

 McClean pointed out that federal and state property are constitutionally immune

from taxation by local schools and government (the sources of most ad valorem real

property taxes) by virtue of their sovereignty, irrespective of the uses of such property

(McClean 1994).  A similar constitutional protection exists for property used for public

worship.  The constitutional prohibition on establishment of religion has been extended to

take literally the Constitution’s phrase, “Congress shall make no law respecting an

establishment of religion, or prohibiting the free exercise therof.”  The phrase has been

interpreted to prohibit not only the establishment of a state religion, but also interference

with or disestablishment of an established religion.  Furthermore, the word “free” has

been interpreted to mean tax free.  For example, Cummins’ study of the religious tax

exemption in Ohio pointed out that the United States Supreme Court has ruled that the

key issue is whether the law in question was intended to “establish or interfere with

religious beliefs and practices or have the effect of doing so” (Waltz v. Tax

Commissioner, cited in Cummins 1986).  

In this decision, according to Cummins, the Court ruled against a petitioner

arguing that property tax exemptions for religious institutions involved an improper
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establishment of religion.  The Court ruled that any “excessive entanglement with

religion” would indeed be unconstitutional, but that property tax exemptions per se did

not constitute such an entanglement.  Mere exemption was a hands-off policy, not one

which involved excessive state-church involvement.  In fact, the court noted that taxation

of churches would involve increased state-church interaction.  The court reasoned that

property tax exemptions “reinforce the desired separation insulating each from the other.”

Therefore, property tax exemptions for church property used for worship do not

involve establishment of religion, the justices concluded.  The court noted, however, that

mere ownership of property by churches, when used for purposes other than worship,

does not make such property constitutionally immune from taxation.  This in effect

upheld statutes which require taxation of religious property not so used, unless otherwise

used for educational or charitable purposes.  

If one concludes that state and federal property are therefore not really “potentially

taxable” and that the same holds for religiously owned property used for public worship,

the realm of potentially taxable property shrinks.  What is left is taxable property and the

property of local government (county, township and municipal) and schools.  The local

school system itself is the primary recipient of property tax levies, and has historically

developed schools as part and parcel of the development of residential housing.  Other

than the occasional controversy about the practice of school districts owning land slated

for development into new schools at some uncertain date in the future, there is not, to my

knowledge, any controversy about the question of the possible taxation of school

property.  Local government property is another matter entirely.  There is, in other words,
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a limited set of potential scapegoats for those who would wish to stimulate another round

of what have been periodic attacks on the property tax exemption.  Local government,

nonprofit hospitals, and other large and small nonprofit charitable organizations (and

especially group homes) are clearly the major targets.  In the absence of the involvement

of the administrators of these institutional forms in proactive solutions to modern urban

social problems, it is possible that fertile ground will exist for new waves of attacks on

the property tax exemption for these sectors.  What is “potentially taxable” could very

well change.
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