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Abstract
Government-administered public auctions of private property to recoup unpaid taxes
represent a common tool to collect funds while representing an investment vehicle for tax
sale attendees. The problem was that factors such as starting bids, high bids, redemption
timing, taxes due from prior years, possible interest earned, assessed land value, property
structures, and possible economic gain were not widely understood by tax sale
participants. The purpose of this correlational study was to examine the existence of
relationships between or among the aforementioned attributes and the interest earned by a
bidder or the odds of acquiring a tax deed. Quantitative theory, affords a precise and
unbiased evaluation of decision-making with multiple inputs and variables, provided the
foundation for secondary source data analysis via the 2017 Florence County, South
Carolina, delinquent tax sale. A multiple linear regression analysis of 586 properties
showed a statistically significant association between interest earned from the starting
bid, highest bid, and days elapsed until the property was redeemed (F = 625, p <.001). A
multiple binary logistic regression analysis of 676 properties showed if taxes were due in
prior years, a positive relationship of more than six-fold (p < .05, Exp (B) = 6.064, 95%
CI[1.637, 22.469]) existed with receiving a tax deed. The results indicate that if a
structure was present, the estimated odds ratio showed a decrease of receiving a tax deed
of nearly 58% (p < .05, Exp (B) = .426, 95% CI [0.197, 0.919]). The social change
implications were that investors may utilize these results to enhance their strategies when
attending delinquent tax sales. Positive social change may increase by providing

marginalized groups investing options.
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Chapter 1: Introduction to the Study

The topic of this quantitative, nonexperimental, explanatory correlational study
was to develop an optimum model to be used by delinquent tax auction attendees to
determine what influences the amount of interest earned, and the likelihood of receiving a
tax deed, should they be a lienholder via high bid at a delinquent tax sale. Pellegrino &
Allocca (1996) affirmed that tax sales were an area of law that was not well known. This
statement can be applied not only to those employed within the legal field but also to
investors who partake in the auction process. Having better and more accessible data
could potentially give way to an investor bidding on the property the first year of the
auction, avoiding being carried over year after year.

Current literature fails to demonstrate the trends and relationships between the
amount of economic investment needed to be a successful high bidder as well as the
relationships that have led to receiving a tax title or having it redeemed by the original
owner during the redemption period, which resulted in interest earned by the high bidder.
Positive social change could be realized by an explanation of the delinquent sale process
and providing data that can be understood by all possible attendees to a delinquent tax
sale, not only those with significant discretionary income. Bidders at lower income levels
who may not have participated in these events could be more inclined to invest funds to
earn interest as a lienholders or to obtain real estate once the auction participants
understand the revenue-generating options in the form of interest earned, property

ownership, or capital gains, by taking title to a property. Persons of a lower
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socioeconomic status (SES) may also become owners of real estate, including residential
homes, at a price point far below the market value of the property.

Within Chapter 1, | provide the background of the study, exploring the primary
drivers of why this research is important, further clarified by the problem statement and
purpose. Two research questions proposed the benefits of properties that are redeemed by
the original owner, yielding interest to the high bidder, and those not redeemed, whereby
the high bidder will take title to the property. A discussion of modern management
theory, which serves as the theoretical foundation, is followed by the nature of the study,
along with key definitions and assumptions. The 2017 delinquent tax sale in Florence
County, South Carolina, administered by the Florence County Treasurer’s Office,
represents the focus of the study. Chapter 1 ends with why this study was significant in
terms of theory, practice, and social change.

Background of the Study

There was no common, statewide database of real property tax information at a
county level. Only a portion of the results from the auctions are available to the State of
South Carolina and the general public via electronic means outside of the County
Treasurer’s office (Ruple, personal communication, May 27, 2020). While publicly
available by South Carolina state law, data such as the starting bid at the time of the
auction, when a property was redeemed, and the highest bid for a property if it was not
redeemed are only available at the courthouse of each county. There was a lack of easily
available government data specific to these variables, which hinders potential investors as

well as property owners. The reduced accessibility to these drivers, particularly in a



digital format that can be exported via batch processing and manipulated, significantly
hinders insight and understanding of delinquent tax sale processes and resulting metrics.
This was not a unique issue and remains largely unchanged from the 19" century when
properties with past-due taxes were advertised for up to one month in the local paper and
then auctioned to the highest bidder “on the courthouse steps” (Swierenga, 1974).
Technology improvements over the last two centuries have allowed the process for
potential bidders to research information to be more expansive and detailed via internet
searches, aerial maps, and methods of transportation for viewing the physical location
and assessing potential worth. Though the improvements are numerous, not all data have
been available remotely, which requires a visit to where the records are held and
individual, manual inspection of the data. Some courts are starting to address this issue
and identify that not using technology may represent an impact on due process for the
public (Inman, 2017). A gap in performing a detailed analysis of delinquent tax sales to
establish trending data and bidding strategies has been evident at the county, state, and
even national levels (Ruple, personal communication, May 27, 2020). Generating and
examining these data as part of this study has reduced this gap, enabling academics,
investors, property owners, and government officials to better understand delinquent tax
sale analytics and dynamics.

The results of this study have yielded an objective ranking of characteristics and
redemption rates of properties at the 2017 delinquent tax sale in Florence, South
Carolina, relying on a correlational approach given a large amount of data and ratios. The

findings of this study have also led to a dynamic model that prioritizes drivers of



delinquent tax sale auctions, reflecting decision-management fundamentals as well as
practical results for the real estate investor and local communities. From a theory
perspective, modern management techniques requiring mathematical relationships have
eliminated the tendency for excessive guesswork and assumption (Harwood & Mayer,
2016). From a practical aspect, each county in South Carolina could have increased its
revenue due to more knowledgeable bidders, whereby the cost to hold such auctions
would have been reduced, potentially lessening the fees required from the owner to retain
the property. This aspect of delinquent tax sales could also be true of other lienholder
states that do not readily allow digital, remote access to their public databases. Reducing
the barriers to understanding and attending delinquent tax sales could also impact racially
dispossessed minorities as they would be afforded the opportunity to take title to real
estate that was once their families’ property (Franzen & Bascomb, 2021).

Much of the existing literature has focused on the negative aspects of tax sales
such as eviction and the impact on people being displaced by not paying their taxes and
forfeiting their real estate. Bartell (2019) argued that the process of having a tax sale was
actually a fraudulent transfer of funds and those delinquent taxpayers should be paid the
fair equivalent of the property that was being forfeited. Seymour and Akers (2021)
evaluated how major tax sale investors take advantage of low-income and credit-
challenged individuals. These marginalized persons have also been impacted by a high
degree of insecurity regarding the potential loss of their homes, which reduces their
quality of life (Seymour & Akers, 2021). Additional literature overwhelmingly has

concentrated on the negative impact on communities rather than having a focus on how



people within the same community could have benefited by understanding and
participating in the delinquent process for financial gain. Ownership by local residents of
areas that were impoverished or have high crime rates would have decreased the overall
level of crime should vacant land have been purchased by people within the community
(Stern & Lester, 2020). Current literature does not specifically address how impoverished
communities could have benefited if some of the populous became owners of the
property, nor what information potential investors required to realize a financial benefit.
The process of how investors achieved a title at prices below market value, such as
through a tax sale, was not specifically researched by most bidders at county government
property auctions (Walsh-Carpenter, personal communication, December 14, 2021).
Optimizing this process would have allowed a higher number of delinquent taxpayers to
retain their property while still providing additional tax dollars from increased attendance
during the annual delinquent tax auction. These incremental tax dollars could have been
reinvested in county projects for the collective good of the communities being served.
Problem Statement

The process of real property, such as vacant land, residential, and commercial
buildings being auctioned to the highest bidder via county-level government delinquent
tax sales in South Carolina has represented a needed yet generally poorly understood
mechanism (Walsh-Carpenter, personal communication, December 14, 2021). In the
fiscal year 2016, 72% of all local taxes came from levied property taxes (“Census of
Government,” 2018). In 2018, Florence County, South Carolina, alone had 922 properties

required to be auctioned to the highest bidder at the time of the auction (Florence County
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Delinquent Tax Office, 2018). In October 2021, the Florence County delinquent tax sale

was the largest in the history of Florence County, with 480 bidders and total collections
of more than $10.8 million in bid money (Walsh-Carpenter, personal communication,
December 14, 2021). While attendees of these annual auctions have had the opportunity
to earn ownership of forfeited property, a significant amount of risk, including financial
loss, may be incurred by the lienholder. A general administrative and management
problem was that fewer attendees may have been present for past auctions due to
unpreparedness and lack of available analytics of the auction process, thereby reducing
the amount of funds being recouped by a municipality in the process. The specific
management problem was not having a model available to maximize the potential of
interest earned or receiving a tax deed at county-level delinquent tax sales. Most of the
delinquent tax sales in South Carolina take place between September 1 and December 15
each year, which has restricted the real estate investor from attending all of the tax sales.
Creating a model based on county-specific data would assist the investor in determining
which auctions to attend based on their goals and be more proficient in attaining their
objectives with an understanding of what variables are significant predictors of economic
value.
Purpose of the Study

The purpose of this quantitative, nonexperimental, explanatory correlational study
was to develop an optimum model to be used by delinquent tax sale attendees, which
would have resulted in an increased interest rate of return to the lienholder, increased the

likelihood of receiving a tax deed, or both. The study utilized information from



government secondary data sources garnered via county tax rolls. Public records from
2017 via Florence County Delinquent Tax office were the basis for data collection. The
study’s design was to obtain all records of properties that were to be part of the 2017
Florence, South Carolina, delinquent tax sale, mobile homes excepted. From these
records, 100% of the subset that was part of the actual auction would be evaluated by
correlating data, ratios, and trends, in preparation of a model to optimize tax deed
acquisition and interest yield via predictive analytics. Data gathered at the Florence
County Complex, located in Florence, South Carolina, included direct data gathering for
variables such as starting bid, high bid, no-bids, redemption dates, assessed land value,
assessed structure value, taxes due in the current year, and taxes due in the previous
years. As well, calculations were required to determine the return on investment (ROI),
interest earned, the percentage of the bids resulting in receiving a tax title from the
auction, and property market value, which represents the actual selling price to a new
owner once the high bidder receives the tax deed.
Research Questions and Hypotheses

The problem under study in this research was addressed through the following
two research questions and hypotheses using a multiple linear regression model.
Redeemed Properties: Interest Earned by High Bidder (RQ1)

RQL1: Do relationships exist between or among the amount of interest earned for
redeemed tax sale properties in Florence County, South Carolina, and the starting bid,

highest bid, and time elapsed until the property was redeemed?



Ho: There is no relationship between the independent variables of starting bid
(IV1), highest bid (1V2), and the time elapsed until the property was redeemed (1V3) and
the dependent variable of the amount of interest earned for redeemed tax sale properties
(DV): BL=P2=p3=0.

Ha: At least one of the independent variables of starting bid (IV1), highest bid
(1V2), and the time elapsed until the property was redeemed (1V3) are useful in explaining
and/or predicting relationships with the amount of interest earned for redeemed tax sale
properties (DV). At least one of these inequalities is true: B1# 0, B2 #0, B3 # 0.

Hol: There is no relationship between the independent variable of starting bid
(V1) and the dependent variable of interest earned for redeemed tax sale properties (DV):
B1=0.

Hal: The independent variable of starting bid (IV1) is useful in explaining and/or
predicting relationships with interest earned for redeemed tax sale properties (DV): B1 #
0.

Ho2: There is no relationship between the independent variable of high bid (1V2)
and the dependent variable of interest earned for redeemed tax sale properties (DV): B2 =
0.

Ha2: The independent variable of high bid (1V2) is useful in explaining and/or
predicting relationships with interest earned for redeemed tax sale properties (DV): B2 #

0.



Ho3: There is no relationship between the independent variable of the time
elapsed until the property was redeemed (1V3) and the dependent variable of interest
earned for redeemed tax sale properties (DV): B3 = 0.

Ha3: The independent variable of the time elapsed until the property was
redeemed (1V3) is useful in explaining and/or predicting relationships with interest earned
for redeemed tax sale properties (DV): B3 #0.

Nonredeemed Properties: Tax Deed Earned by High Bidder (RQ2)

RQ2: Do relationships exist between or among receiving a tax deed in Florence
County, South Carolina, and the highest bid, assessed value, and the market value of sold
property by the new owner?

Ho: There is no relationship between the independent variables of high bid (1V1),
assessed value (1V2), and market value of sold property by the new owner (1V3) and the
dependent variable of receiving a tax deed (DV): B1=p2=p3 = 0.

Ha: At least one of the independent variables of high bid (IV1), assessed value
(1V2), and market value of sold property by the new owner (1V3) are useful in explaining
and/or predicting relationships with the receiving a tax deed (DV). At least one of these
inequalities is true: B1 # 0, B2 # 0, B3 # 0.

Hol: There is no relationship between the independent variable of high bid (1V1)
and the dependent variable of receiving a tax deed (DV): B1 =0.

Hal: The independent variable of high bid (V1) is useful in explaining and/or

predicting relationships with receiving a tax deed (DV): 1 # 0.
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Ho2: There is no relationship between the independent variable of assessed value
(1V2) and the dependent variable of receiving a tax deed (DV): 2 =0.

Ha2: The independent variable of assessed value (IV?2) is useful in explaining
and/or predicting relationships with receiving a tax deed (DV): B2 # 0.

Ho3: There is no relationship between the independent variable of the market
value of sold property by the new owner (IV3) and the dependent variable of receiving a
tax deed (DV): B3 = 0.

Ha.3: The independent variable of the market value of sold property by the new
owner (IV3) is useful in explaining and/or predicting relationships with receiving a tax
deed (DV): B3 #0.

Theoretical Foundation

In this study, the theoretical framework chosen was modern management theory,
specifically, quantitative theory. The classical era of management gave way to
neoclassical management through the works of Taylor with scientific management,
Weber with bureaucratic theory, and Fayol with an administrative approach (Yahaya &
Haruna, 2018). Seminal work by Fayol in the late 19" and early 20" centuries centered
on efficiencies and effectiveness driven by planning, organizing, leading, and controlling
(Kongsong et al., 2021). Many of Fayol’s pioneering 14 points of management, such as
division of work, equity, order, and direction, have been and continue to be embraced by
today’s leading organizations, whereas others have fallen out of favor, such as authority,
discipline, and stability of employee tenure (Parker & Ritson, 2005). The neoclassical

management time period from 1930 to 1950 focused less on autocratic leadership
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compared to the classical management era, and more on human interaction (Yahaya &
Haruna, 2018). Modern management, beginning in the early 1950s, broadened the focus
to include more emphasis on the use of technology and information systems (Hamel,
2007; Yahaya & Haruna, 2018). Data from production runs, sampling, quality initiatives,
as well as the implementation of lean systems to reduce waste and six-sigma to reduce
variability, helped drive the efficiencies and effectiveness using mathematical modeling
and predictive analytics. Modern management theory consists of systems theory,
contingency theory, and quantitative theory (Luthans, 1973).

Quantitative theory, also known as mathematical theory and classical
management theory, affords a precise and unbiased evaluation of decision-making with
multiple inputs and variables (Ahlstrom, 2014). | used quantitative theory in this study by
collecting numeric data from public records to evaluate potential correlations between
data sets and inputs. The resulting data were an extension of game theory, which takes
place between multiple bidders during a tax sale. Bidders compete against each other and
the choice each bidder makes depends on those of others, as the last participant keeping
their bidder number raised will earn the deed to the property after the waiting period has
elapsed or interest earned (Marden & Shamma, 2018). Delinquent tax sales have not only
been about recouping taxes and fees due but also doing so with high efficiency and speed
due to the number of properties presented for auction.

For this study, I used secondary sources in which data from the delinquent tax
sale were initially recorded and compiled in a database for evaluation. Initial theorists’

work was highly focused on primary data, taking on the role of present-day industrial
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engineers by timing how long it takes workers to complete tasks, creating standard
processing times, and evaluating defects first-hand. Secondary source data became more
prevalent in the 1950s due to the advent of computers and electronic data collection
methods (Chow, 1967). Greater quantitative data can be gathered, stored, and retrieved
using digital means, yielding a more complete data set to be analyzed compared to
historic physical records. These data can be manipulated via descriptive analytics driving
results that could not be possible in the same time frame by earlier researchers,
practitioners of quantitative theory, as well as decision-makers (Lawton, 2019). Data
analytics combined with technology has continued to evolve. Society has been
experiencing its 4" industrial revolution referred to as 14.0 (Rilantiana, et al., 2020).
Digital connectivity via the Internet of Things (I0T) enables organizations to maximize
potential efficiencies throughout their value chain (Rilantiana, et al., 2020). Optimization
of environmental sustainability, an organization’s business model, labor, systems,
operational excellence, management of risk, and customer relationship management
being driven by loT, artificial intelligence (Al), and Big Data are being embraced by
forward-thinking organizations (Lardo, et al., 2020; Rabah, 2018).

Not all digital data have been readily available for manipulation using quantitative
theory. Specific to this study, multiple inputs were used from different source documents
that contain information such as the market price of delinquent tax property sold at
auction, starting bid price, final bid price, and the interest earned by the high bidder of a
redeemed property, assessed property values, prior years of delinquent taxes,

administrative fees, dates of redemption, and dates of when deeds were received by
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lienholders. Although these government-held digital data were not restricted, these types
of data have been difficult to obtain as access has been controlled by the local
municipality. Data sources such as county-level reports from delinquent tax sales have
been important tools in trend analysis, decision making, and providing insight into the
financial health of organizations as well as the stakeholders that they serve (Gephart,
2007; Short et al., 2010). Using quantitative theory and applications, potential
relationships have been explored between the independent and dependent variables.
Being quantitative and solely numeric, the results should present a precise, minimally
biased representation of the research questions. The secondary source data can further be
analyzed to generate mathematical relationships that could provide insight to investors’
best use of financial resources to acquire, hold, and/or sell properties that were bid upon
(Mainous, & Hueston, 1997).

Outcomes of complex relationships have been best attained by mathematical
modeling utilizing logic and large amounts of data (Rana et al., 2016). These results have
allowed managers to quickly determine the optimum prioritization of critical tasks and
allocation of resources based on quantitative data rather than inclination (Eyisi, 2016).
For this study, | conducted a systematic analysis of the data gathered from the Florence
County Treasurer’s Office specific to delinquent tax sales to evaluate the potential benefit
to investors, administrators, and the community. Results were achieved via the use of
data modeling, statistics, and visual representations of the population resulting in the

identification of key predictors to determine optimum economic value.
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Using quantitative methods within modern management theory, the study was
justified based upon input variables leading to a mathematical model and numerical
outputs. The problem builds upon previous mathematical models and data correlation
techniques to maximize constrained resources: money and time (Hamel, 2007). In
addition to constrained resources, management theory has also been used to illustrate
how to maximize wealth creation by a disciplined unbiased approach, which in turn
drives better decision-making ending with increased economic benefits.

Nature of the Study

The nature of this study was quantitative, nonexperimental, and explanatory
correlational. Data analysis including descriptive statistics was used to evaluate the data
and draw general conclusions. Statistical modeling was performed with IBM’s Statistical
Package for the Social Sciences (SPSS) Version 28.0.1.0. (142). | used multiple linear
regression testing to evaluate whether a relationship exists between the dependent and
independent variables associated with redeemed and nonredeemed properties (Riley et
al., 2000). Modeling statistics has a direct impact on the practicality of an economic
model, particularly if causality was found to exist (Holland, 1986). Secondary data
sources were the primary method of data gathering. The source for all data required was
available through the Florence County Treasurer’s Office. Online access to the resources
served was possible for some of the data, but other required material was only available
by a physical visit to the Florence County Complex to obtain the source documents.
Electronic data for property values, for example, was available via online resources that

could be collected via remote means. Other data, such as the initial starting bid at a
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delinquent tax sale, was only available through the Florence County Delinquent Tax
office and physical tax rolls. There was no statewide database and tax roll repositories
vary from county to county within South Carolina. One year of delinquent tax data was
expected to be collected from Florence County, South Carolina, with up to 1,000 or more
individual records with multiple variables for each property that went to auction (Walsh-
Carpenter, personal communication, December 14, 2021). An email was planned and sent
to the Florence County treasurer to document their knowledge and consent of the planned
research along with the methodology and goals of this study, satisfying Institutional
Review Board (IRB) requirements. This was not a formal consent form as all of the data
requested were in the public domain.

The design of this study used a correlational approach to assess data from
secondary source public records. The quantitative data were evaluated using descriptive
statistics with relationships between variables noted in magnitude and effect on the
dependent variables. The design was chosen based on its capability to uncover
relationships between variables as well as predict future outcomes from past data,
particularly when large sample sizes are used. A correlational approach shows specific
cause and effect interactions between and among variables while eliminating extraneous
variables, which was well-suited for this study (Busenbark et al., 2022).

Dependent and independent variables were formed into two groups. One group
was for properties that were redeemed in which the tax deed was not earned by the high
bidder, only interest was earned. The other group of dependent and independent variables

are associated with properties that are not redeemed. Properties not redeemed are those in
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which the owner did not pay past-due taxes and associated fees within 1 year and 1 day
of the auction. After the redemption period ended, the title to the real property, called a
tax title or a tax deed, was transferred to all high bidders of properties not redeemed by
the original owner. For properties that the high bidder earned interest on, the dependent
variable was the interest earned during the redemption period while the independent
variables included the initial bid at the tax sale, the highest bid at the tax sale, and the
number of days after the completed tax sale the original owner redeemed the property.
For properties not redeemed by the owner, the dependent variable was receiving a tax
title from a delinquent tax sale while the independent variables included the highest bid at
the tax sale, property market value as calculated by the Florence County Tax Assessor,
and the actual property market value based on the reselling of the property from the new
owner.

Data collection methodology involved the use of data from secondary sources,
specifically county government records from Florence County, South Carolina. The
records were retained by the Florence County Treasurer’s Office in the Florence County
Complex in Florence, South Carolina. The Map/Block/Parcel number was used as the
primary record identifier for each property auctioned at the tax sale, mobile homes
excepted. Data available via internet were searched and retrieved virtually rather than
physically visiting the Florence County Complex to review the public records. All other
records required a physical review at the Florence County Complex.

Definitions

Definitions of important or frequently used terms in this study are as follows:
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Delinquent tax: Annual property tax that has not been paid by the real property

owner to the county government. Owners of real property with delinquent tax payments
are subject to forfeiture by the county of their property to pay for past-due taxes (Enright,
2020).

Delinquent tax sale: Annual public auction “on the courthouse steps”
administered by the country treasurer to collect annual past-due taxes from the property
owner taxes (Enright, 2020).

Receiving a tax deed from a delinquent tax sale: Dependent variable. Awarded to
the highest bidder during the previous year’s delinquent tax sale, whereby a year and a
day had passed since the completion of the auction with the property not being redeemed
by the original property owner (Bartell, 2019).

Florence County Complex: The location where all delinquent tax sales are held
for Florence County, South Carolina, 180 N. Irby Street, Florence, South Carolina 29501
(“Florence County,” n.d.).

Florence County Treasurer: The county government employee responsible for the
delinquent tax process, sale, collection of funds, and awarding of deeds to the highest
bidder for the real property auctioned (“Florence County,” n.d.).

High bidder: The bidder (person or company) who was willing to pay the highest
amount for the property being offered. Being the high bidder does not guarantee a tax
deed will be received, as the property can be redeemed by the original owner of the
property by paying the past-due taxes and associated penalties (South Carolina Code of

Laws, Title 12, Taxation, n.d.).
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Highest bid at tax sale: Dependent variable. The highest amount paid at the

Delinquent Tax Sale for the real property being auctioned (South Carolina Code of Laws,
Title 12, Taxation, n.d.). This is also known as a final bid.

Initial bid at tax sale: Dependent variable. The initial bid is equal to the current
year’s taxes, the next year’s taxes, and associated fees from penalties. This was the
starting point for competitive bidding. Should no bid be offered at this price, the real
property was transferred to South Carolina’s Forfeited Land Commission for processing.
There was no ceiling regarding how high the bids could go for properties that are part of
the annual auction (South Carolina Code of Laws, Title 12, Taxation, n.d.). The initial bid
is also known as the starting bid.

Interest earned on the tax deed: Dependent variable. The dollar amount earned is
based upon the required interest rate established by the State of South Carolina when the
property was redeemed. The total dollar amount was a function of the interest rate and the
final/highest bid, not to exceed the value of the initial bid (South Carolina Code of Laws,
Title 12, Taxation, n.d.).

Interest rate: The amount of interest as a percentage of the highest bid, not to
exceed the starting bid, set by the State of South Carolina. If the property owner redeems
the real estate within the redemption window of a year and a day from the date of the
auction, the high bidder will receive the money from their winning bid back plus earn 3%
of their bid if redeemed during the first 3 months after the delinquent tax sale, 6% of the
bid amount if redeemed in months 4, 5, or 6, 9% of the bid amount if redeemed in months

7,8, 0r9, and 12% if redeemed in months 10, 11, or 12 (South Carolina Code of Laws,
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Title 12, Taxation, n.d.). Total interest paid by the Treasurer’s office cannot exceed the
initial bid price.

Nonredeemed property: When the past-due taxes and fees are not paid by the
original property owner and the redemption has expired, the tax deed will be awarded to
the high bidder (Fuji, 2020).

Number of months after tax sale owner redeems property: Independent Variable.
Used in the calculation of the interest rate which will be awarded to the high bidder in
addition to their bid price. The amount of interest paid cannot exceed the initial bid at tax
sale value (South Carolina Code of Laws, Title 12, Taxation, n.d.).

Property market value (by Florence County Tax Assessor): Independent Variable:
The market value assigned to all real property in Florence County, South Carolina, based
upon the Tax Assessor’s findings (“Property Tax Payments,” n.d.).

Property owner: The owner of the real property that may lose their asset at the tax
sale via county foreclosure due to the lack of payment (Atuahene & Berry, 2019).

Real property: Real estate in the form of land, structure(s), or both that was
taxable and can be subject to auction at a delinquent tax sale should the annual taxes not
be paid by the property owner (Kahrl, 2017a).

Socioeconomic status: The varying degree of the social standing of the actual or
possible bidders at a delinquent tax sale (Zuberi & Teixeira, 2021). Abbreviated as SES.

Tax deed: Also known as a tax title. The legal instrument that conveys ownership
of real property to the high bidder. This type of deed was a type of limited warranty deed

and was not a general warranty deed. The tax deed was considered to have legal defects



20

and typically cannot be covered by title insurance, thus more difficult to sell by a new
owner compared to a general warranty deed (Adams, 2017; Clifford, 2018).
Assumptions

Assumptions are taken to be truthful, but cannot demonstrate validity (Haradhan,
2017). These ideas and beliefs required an understanding before any research was
performed. The conclusions drawn from certain cause-and-effect scenarios cannot be
verified, so a researcher may assume, with proper justification, that they are valid (Jenson
et al., 2013). Given the use of secondary source data collected by government employees
in real-time and undergoing accounting checks and audits, the number of assumptions in
this study are few.

I must assume that the data being collected from the government employees were
accurate. This was a requirement shared by all of the dependent and independent
variables. Data in the form of high bids, the person bidding, the initial, starting bid, and
the bidder’s number, are captured by a Florence County administrative assistant and
recorded via computer. Although entry errors may exist, it is likely they would be found
by the bidder paying for the property or during an audit of the hard copies of the
worksheets used to document the final bid during the sale.

The market value of the properties was assumed to be valid (Dong & Sing, 2016).
This was based upon the county tax assessor’s judgment on the market value of the real
property, although the property was assessed once every 5 years in Florence County
unless sold within that time frame. A more accurate assessment would be to evaluate

comparable properties that have sold for each property that has been bid on, but this task
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would have caused excessive delays due to the time involved in collecting the data as
well as being more subjective compared to using the county-employed assessor.

The notification to the real property owners, potential bidders, and auction
processes are assumed to have been executed properly. Tax sale procedures may not have
been correctly followed by the county when contacting property owners if their property
taxes are delinquent, ultimately having the possibility of being sold at auction. Notices
sent to property owners from the county must include the taxes that are past-due,
penalties associated with late payment, additional assessments as well as any other costs
(South Carolina Code of Laws, Title 12, Taxation,” n.d.). The notice must also include
information regarding the property being advertised and sold to the highest bidder to
recover these fees (South Carolina Code of Laws, Title 12, Taxation, n.d.). Potential
bidders must be notified of the sale via a local newspaper within the county of the sale for
3 consecutive weeks before the public auction (South Carolina Code of Laws, Title 12,
Taxation, n.d.). An argument against using physical or digital newspapers was that fewer
newspapers are in circulation and with fewer subscribers, Abernathy (2018) noted that
between 2009 and 2018, 600 of the 1,800 newspapers in the United States were no longer
in business. This raises the question if newspapers are still the optimum way to
communicate the property list to the public. Providing the information via digital means
may also alienate bidders that are of lower income should they have no internet access.
The auction process itself may vary significantly from county to county within South
Carolina, but this was also assumed to be fair and equitable between the bidders. These

processes, while assumed to be correct, must go through a verification procedure by the
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county attorney for all properties that were not redeemed, before a title to the real estate
is provided to the highest bidder (Holsapple, personal communication, December 22,
2021). Given the amount of processing, use of different departments, businesses, and
employees, there are many circumstances where the proper process might not be
followed. For any properties that did not go through the specified notice, advertising, and
auction process, the county treasurer would have canceled the sale, should an abnormality
become known.
Scope and Delimitations

The scope of this quantitative, nonexperimental, explanatory correlational study
was to develop an optimum model to be used by delinquent tax auction attendees to
either increase the probability of receiving a tax deed, maximize the rate of return in the
form of interest to the high bidder, or both. Two primary delimitations of the study
included using Florence County, South Carolina, as well as tax year 2017 only. Although
the delinquent tax sale in Florence County was held in October of 2017, it would take
until October 2018 before the redemption period of the real property expired. After the
expiration, a tax deed would not confer to the high bidder for several months should the
original owner not redeem the property. The tax deed would have been received
sometime in 2019, the year before the COVID-19 outbreak. Using delinquent tax sales
after 2017, the process would extend into 2020 or later, with COVID-19 possibly
skewing the data and relationships. Additional delimitations of the research study
included the research questions and the dependent and independent variables. These

variables were restricted to Florence County, South Carolina, where the full auction
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population was the sample. Assessing the full population of the auction increases validity,
particularly when all available records related to the 2017 tax sale were evaluated.
Validity could have been increased by sampling additional years as well as additional
counties within South Carolina, but this was beyond the scope of this study. The findings
from Florence County should be generalizable to similarly-sized counties within the state
of South Carolina, bound by the similar economic vitality of the area.
Limitations

Although access to data was somewhat impeded due to its manual nature, the
amount of data to be collected for this study could have been modeled much faster if it
could have been collected by 100% electronic means and with less data entry errors.
Without access to county databases, only one county was of focus, Florence County,
South Carolina, rather than additional counties that make up the 46 of South Carolina.
The increased manual data entry also caused an undetermined amount of data entry
errors. Even with sampling and digital data collection, the amount of data, files, and the
time required to travel to each county courthouse to retrieve the information would have
been significant. Thus, a smaller sample size of only one county was selected and a goal
of reviewing 100% of the properties that were auctioned in the 2017 tax sale was
realized. The county treasurer was agreeable to this study, which determined access to
the databases. Should the county treasure not have been agreeable, a Freedom of
Information Act (FOIA) request would have been initiated. Individual tax records were
aggregated, eliminating the need to store personal information that can be traced back to

the individual taxpayer. Taxpayer names and delinquent properties owned by them are a
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matter of public record, so there was no expectation of privacy during this study.
Personal information was not retained, but tax map numbers could have been correlated
to individuals or businesses. This limitation of one county, Florence County, may have
yielded different results compared to other counties. With the selection of only one state,
South Carolina, the results were expected to be different compared to other states,
reducing generalizability. South Carolina is a lienholder state, whereas some other
states, such as North Carolina, are deed states. In a tax lien state, the property owner
cannot sell or finance the property until the lien placed upon the property by the taxing
authorities is paid. If the taxes and penalties are not paid after a period of time, the
lienholder, who was the high bidder from the tax sale, will assume the deed to the
property (Loftis, 2007). A tax deed state is one where no lien is placed on the property
and the taxing authorities sell the property outright to the highest bidder (Loftis, 2007).
Significance of the Study

This study was expected to advance the understanding of delinquent tax sales by
the general public and investors. The research examined the data, trends, and
conclusions drawn from the 2017 delinquent tax sale held in Florence, South Carolina.
These data can then be used by participants in the delinquent tax process to prepare and
execute a strategy to optimize funds allocated to the tax sale through the realization of
financial gain in the short term of less than a year via interest earned or the longer term

from obtaining a tax deed.
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Significance to Theory

The study resulted in an objective and statistical characterization of redemption
rates and deed acquisitions of properties at delinquent tax auctions across time in South
Carolina. A correlational approach benefited from the amount of data from secondary
sources. The findings of this study helped lead to a dynamic model that prioritizes certain
predictor variables within a delinquent tax sale, aiding in decision-management
fundamentals as well as practical results for the real estate investor and local
communities. From a theoretical perspective, modern management techniques requiring
mathematical relationships, formed as a result of this data, eliminated the tendency for
guesswork and assumption from the quantitative output (Harwood & Mayer, 2016). From
a practical aspect, the county may increase its revenue due to more knowledgeable
bidders after this study is in the public domain, whereby the cost to hold such auctions
would be reduced, potentially lessening the fees required from the owner to retain the
property. Increased knowledge of the auction process should allow a higher number of
delinquent taxpayers to retain their property while still providing additional tax dollars
(via more bidders) on properties that go to auction. These incremental tax dollars could
be reinvested in county projects for the collective good of the communities being served.
Significance to Practice

This study was expected to advance the understanding of delinquent tax sales by
the general public and investors. For this research, | examined the data, trends, and
conclusions drawn from the 2017 Delinquent Tax Sale held in Florence, South Carolina.

Upon completion of the study, data can then be used by participants in the delinquent tax
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process to prepare and execute a strategy to optimize funds allocated to the tax sale
through the realization of financial gain in the short term of less than 1 year via interest
earned or the longer term from obtaining a tax deed. Since the tax laws in all South
Carolina counties are identical but may be executed differently, the results of this study
should have direct implications for delinquent tax sales in other South Carolina counties
besides Florence County (South Carolina Code of Laws, Title 12, Taxation, n.d.). A
research requirement was to access different databases at the Florence County
Treasurer’s Office to retrieve information specific to the 2017 tax sale. Understanding
how data were shared and stored at the county level was of interest to the South Carolina
Department of Revenue, given their oversight of the 46 counties (Ruple, personal
communication, May 27, 2020).
Significance to Social Change

Although the purpose of this study and positive social change may appear to be
mutually exclusive as it related to individuals that could potentially benefit, this was not
the expected result. The real estate investor seeks profit at the expense of the taxpayer,
who has forfeited real property due to nonpayment of taxes, whereas the recipients of
positive social change may represent groups of people who have been marginalized in the
past. Common ground can be found between the two by expanding the body of
knowledge learned from this study to all groups, although the perceived contradiction
was significant (Sharma & Good, 2013). The lack of clear change mechanisms to close
the gap between the two sides has created another barrier that needed to be overcome

(Stephan et al., 2016). A deeper evaluation of the planned research yielded important
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information that could be used by those with a lower SES, in which both intrinsic and
material rewards can be realized. This was particularly true with the various descriptive
statistics that characterized the dataset. With a complete model that represented a change
mechanism using interrelationships between key variables at a county delinquent tax sale,
individuals without significant monetary resources, such as those with a lower SES, could
still invest and earn a return of up to 12% APR in the form of interest on their principal
(South Carolina Code of Laws, n.d.). An individual may even take ownership of real
estate that could have been used as a home. Initial investments could have been as little
as approximately 200 USD. Serving the underserved by explaining how tax sales were
and are executed could allow some families to stop paying monthly rent and transition
into homeownership. The economic model created should be easy to understand by
clearly expressing what variables were the most influential at a delinquent tax sale. With
hundreds of properties reaching Florence County’s delinquent tax sale each year, there
was no issue with the supply of real estate, but sometimes a lack of demand at an auction
exists (Dardick, 2020). An example of this is when mobile homes are sold at auction for
nonpayment of taxes. Typically, there are fewer than five active bidders at the Florence
County, South Carolina, tax sale for mobile homes, reducing overall compensation and
reducing the final bid price. Stimulating demand for properties could have been realized
by educating bidders on the process, costs, risks, and rewards of tax sale investing, which
was described in this study. The education of the bidder was available through the
Florence County delinquent tax sale website, but many attendees do not view the

information.
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A final positive impact on the community was via gentrification (Elder, et al.,
2010). Housing that exhibits deferred maintenance over many years will pose safety risks
as well as devalue surrounding properties. Vacant property also has a higher tendency for
illicit drug use compared to areas that have undergone a restorative process (Kondo et al.,
2018). In New Orleans, for example, drug crimes decreased by 6.4% in areas that were
remediated (Kondo et al., 2018). Reducing the number of vacant buildings and creating
functional greenspace by investors or the government also has a positive impact on the
community suffering from urban blight and on 73% of studies evaluated by Sivak et al.
(2021), the physical health of area residents was improved. Typical ailments exhibited by
residents of an area with a large number of vacant buildings include higher rates of gun
violence, pollution, mental stress, and a need for medical services (Sivak et al., 2021).
Reducing the number of homes that are not bid on at the tax sale auctions will likely
increase the number of homes that will be repaired, repurposed, and ultimately sold,
benefiting the community (Alm et al., 2016). A community experiencing gentrification
will also incur an increase in property taxes, increasing the burden on the homeowner.
This burden should be offset by the increase in the market value of their real property
(Ding & Hwang, 2020).

Summary and Transition

For as long as taxes have been paid by owners of real property, governing bodies
have struggled with the timely collection of funds from assessed taxes. Auctioning
property to the public continues to be a way the government recoups the money owed to

them for unpaid taxes. Delinquent tax sales provide an opportunity for the auction
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participant to have access to properties at a significant discount to market value as well as
be paid interest up to ten times current bank rates within South Carolina. This study
intended to fill a gap in bidder’s available information on delinquent tax sales by
collecting source documents from Florence County, South Carolina, and evaluating
relationships that may lead to increasing the odds ratio of successfully receiving a tax
deed to real estate, earning interest as a lienholder for up to a year, or both. The literature
pertinent to the creation of an economic model based on the results of a past delinquent
tax sale to enable investors to maximize their investments was reviewed in Chapter 2 of

this quantitative, nonexperimental, explanatory correlational study.
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Chapter 2: Literature Review

The purpose of this quantitative, nonexperimental, explanatory correlational study
was to develop an optimum model to be used by the delinquent tax auction attendee to
yield a higher probability of receiving a tax deed, maximize the rate of return to the
lienholder of interest incurred or both. This study required seven core themes to be
explored via a literature review: (a) history of government-mandated delinquent property
tax collection, (b) auction methods, (c) auction strategies, (d) government revenue from
tax sales, (e) statutory requirements of the State of South Carolina for collection of
property tax, (f) South Carolina county-specific tax sale procedures, and (g) mathematical
modeling.

In South Carolina, should a property not receive an initial bid, it will then be
transferred and overseen by the South Carolina Forfeited Land Commission. These
properties may be auctioned the next year or prior, but at a higher starting bid due to the
additional penalties and tax in addition to the previous amount owed. Since the property
did not receive a bid previously, it would be unlikely that a new initial bid would occur in
future years as the starting bid that was required continued to increase. State laws charge
county-level governments with the collection of past-due property tax payments and
allow for high-yielding returns to attract investors to the bidding process (Kahrl, 2017b;
Pellegrino & Allocca, 1996). Although the potential returns may be attractive, many
investors suffer from a lack of legal knowledge as well as access to data from past
auctions to formulate trends and create actionable strategies. Most people who have

attended delinquent tax sales have not reviewed the data explaining the process as well as
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key metrics regarding how to be successful (Walsh-Carpenter, personal communication,
December 14, 2021).

The 2021 Florence County, South Carolina, delinquent tax sale, held on October
4-6, 2021, yielded approximately 50% of the attendees with no previous experience in
the tax auction process (Yonce, personal communication, October 5, 2021). Experienced
attendees were more knowledgeable about the process but were also time-constrained to
physically view each of the 1,000+ properties and mobile homes that were presented at
the auction. Each county within the State of South Carolina administers delinquent tax
sales differently, abiding by general rules are set by the State of South Carolina (Ruple,
personal communication, May 27, 2020). Although Barazandeh (2004) indicated that
research was key for the tax lien investor, he did not explain what research needs to be
performed nor how the data should be gathered. Loftis (2007) also stated how the
investor should perform their due diligence before investing but did not address how the
research should be conducted when a large number of properties are being auctioned.
Northcott (2014) stated several variables the investor should consider, such as types of
risk and properties that have no value, but failed to give examples of how certain data can
be researched. Evaluating assessed property values was proposed by Northcott, but there
was no discussion on how the information could be retrieved online, such as through the
website gPublic.net or via the county’s database. Recent journal articles have not
addressed the issue of how investors who participate in tax sales can become more
educated, what data should be used, and how the data can be generated. Adams (2017)

acknowledged that bidders should be aware of the perils associated with tax sale
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investing but fails to address how more accurate information can be obtained. Risk can be
minimized with a low final bid compared to the starting bid as well as earning interest
and not a tax title, but the methodology how to accomplish this was not covered by
Adams (2017). Bartell (2019) and Clifford (2018) argued that tax sales should be
abolished and did not review the benefits of taking vacant or neglected real estate and
having its value increased by investors who see potential from a risk/reward perspective
based on market value. Berawi et al. (2018) performed simulations but did not use actual
data from auctions to verify their results or use the actual information to examine current
and past trends. Dardick (2020) showed how some urban areas have not benefited from
tax sales because of the failure to attract a large contingency of bidders.

Most aspects of the delinquent sale process have been well documented in the
literature, such as the history of governments’ tax collection on real property, efforts to
recoup lost revenue from property owners that do not pay property tax, the auction
process itself, and individual state statutes, which dictate what reasonable measures
states’ county treasurers can take to attach liens on delinquent tax properties (Milgrom,
2004). Less documented are the processes regarding counties’ implementation of state
mandates to recover lost tax revenue, as shown by the wide variation of county-level
delinquent tax sale mechanisms within the 46 counties of South Carolina (VanStory,
2015). Since the behavior of taxpayers who have past-due taxes has not been well
understood by researchers, limited peer-reviewed sources are available (Miller & Nikaj,
2016). The existence of predictor variables that show relationships in terms of statistical

significance to earning a tax deed or interest on a tax deed does not appear in any of the
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literature that was reviewed. Building a mathematical model for an investor to either
obtain proceeds via interest or a tax deed to the property was not found in the literature,
as it relies upon both the tax sale process within each state/county, the delinquent
taxpayers themselves, and the key variables within an auction.
Literature Search Strategy

The literature search strategy for this study involved collecting reference material
from books, dissertations, federal, state, and county government publications,
professional journals, personal interviews with tax attorneys at the South Carolina
Department of Revenue, the Florence County, South Carolina, Treasurer, and Florence
County, South Carolina, Deputy Treasurer. Most publications were peer reviewed and all
of the interviews were within the last 5 years. Several sources are older than 5 years
given the historical pretext of government-mandated property tax collection and auction
origins, types, and strategies as well as seminal work in the field of modern management.
Research on relevant sources for this study yielded a total of 223 references, 151 of
which were published between 2017 and 2022, and the remaining sources published from
the 1920s through 2016. As shown in Table 1, I used 115 references for the literature
review, 71 of which were published within the last 5 years. Peer-reviewed journal articles
comprised 80.9% of the references used in the literature review. A moderate number of
sources, 9.4% for the final study and 13.9% for the literature review, did not have a
publication date listed. These references predominantly came from government websites
at the county level, which maintain delinquent tax sale processes and guidance yet do not

have revision dates nor individual authors specified.
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Table 1
Sources
Year
Prior to No
Location 2022 2021 2020 2019 2018 2017 2017 date Total
Literature review 2 16 14 14 12 13 28 16 115
Full study 8 28 26 34 28 27 51 21 223

Note. Includes five interviews (personal communication) from 2021 and 2020.

Primary electronic databases to obtain these sources included EBSCOhost,
Google, Google Scholar, ResearchGate, and ProQuest, predominantly through Walden
University’s and Coker University’s digital libraries. The primary website used for South
Carolina State and County policies on alternate procedures for property tax collection, the
South Carolina Department of Revenue tax collection methods, the federal tax lien
registration act, and forfeited land was the South Carolina Code of Laws Title 12-
Taxation. Key search terms included auction, auction strategy, assessment, debt, deed,
delinquent tax, delinquent tax sale, forfeited land, game theory, lien, lienholder,
mathematical model, modern management theory, property tax, quantitative management
theory, SES financial literacy, South Carolina Tax, tax, taxpayer, tax auction, tax sale,
warranty, and deed.

Theoretical Foundation

Chapter 1 briefly introduced quantitative and game theory that relates to the field
of this study. Chapter 2 built upon these theories and how they specifically related to the
research problem. Using research techniques that are quantitative, nonexperimental,
explanatory, and correlational, the theory of modern management and a subset thereof,

quantitative theory, were used to determine potential relationships between auction-
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related predictor variables and response variables of earning interest or taking possession
of a deed to real property within Florence County, South Carolina. Mathematical
modeling was the final component of the literature review as it represented the final steps
of the analytics associated with the study’s auction-related variables.

Quantitative management theory was derived from Fredrick W. Taylor’s scientific
management theory in the late 1880s (Hamid et al., 2019). Initially focused on labor
productivity, it expanded to other aspects of management that were based less on social
norms and more on economics and quantitative data (Ahlstrom, 2014). The period
between 1856 and 1890 was known as the systematic period of management, giving way
to rapidly improving management practices and concepts based on science (Pardaev,
2019). Global events forced the evolution of quantitative management theory to mature
rapidly in the early 20" century, as illustrated by the First World War, whereby massive
amounts of material were required to be produced, packaged, and shipped from North
America to Europe with high efficiency and effectiveness (Ahlstrom, 2014).

Modern management practices, as they are referred to today, took shape at the end
of the 19" century through the early 20" century (Pardaev, 2019). Production techniques
in industry, standardized processes of labor, and supply chain management became more
formalized, using mathematics and technology such as rudimentary mechanical
computers followed by analog computers to achieve higher efficiencies such as resource
utilization, output, quality, and timeliness (Pardaev, 2019; Rilantiana et al., 2020). A
pioneer of data-driven management during the years 1910-1915 was Henry Gantt, the

creator of the Gantt chart for project planning, fusing both business and industrialization
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(Robles, 2018). Opinions and individual bias often encountered within management
continued to be overshadowed by an increase in defined, formal strategies based upon
data, which minimized conjuncture and reflected new governance of the modern age
within organizations (Harwood & Mayer, 2016). A key advantage of this type of data-
driven management included a reduction of bias in decision-making by the converging of
quantitative data and relationships generating a high degree of validity. A focus on
numeric values can yield trends that may be projected, while statistics from sampling can
be used to describe large populations, yielding a deeper understanding of cause-and-
effect relationships for business processes.

Management practice and research continued to evolve from the mid-1940s using
mathematical modeling and system theory paired with machine control and automation,
otherwise known as cybernetics (Pardaev, 2019). This was the beginning of the
quantitative methods in managerial science as the era of digital computing became
widespread in the 1950s through the present (Pardaev, 2019). The United States
government sponsored several large-scale projects during these early years of the Cold
War, as a massive amount of computing power and quantitative data were needed
(Cortada, 2018). IBM, in particular, was the recipient of large research and development
grants, enabling the company to become a long-standing world leader in computing
technology and rapid technological advancement with their mainframe computers
(Mengxi, 2021).

Many companies in today’s workplace have access to “big data” and use it to

prove/disprove theories, calculate abstract trends, and drive business strategy (Simsek et
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al., 2019). In Davenport and Bean’s (2018) survey of companies that utilized big data,

99% of the respondents agreed that they are trying to embrace a data-driven culture,
whereas only about one third of the organizations have come to fully realize this
initiative. This illustrates how companies can have data available, such as secondary
source data from tax sales in this study, but fail to properly examine and process the
information to enhance desired results. New business structures must be created for
organizations as technology develops to remain competitive (Ferreira, et al., 2020).

Understanding mathematical relationships and statistical analysis of the
delinquent tax sale process can give an investor an advantage over auction participants by
determining and adjusting realistic goals based on the data available. Basic, nonstatistical
information, such as the number of properties that are typically part of a tax sale, the
percentage redeemed, how much interest was earned per property, and the amount of no-
bids received, represent a first step in creating a model for an in-depth examination of
potential relationships, outcome expectations, and efficiency improvement (Kaur et al.,
2018). Creating a strategy and optimizing it using data and repetition will allow investors
and organizations to use resources more effectively while creating a sustainable
competitive advantage relative to peers (Ferreira, et al., 2020). As research and strategy
execution become fine-tuned, realistic goal-setting will follow, along with a high
probability of achieving stated objectives (Pardaev, 2019).

For delinquent tax sales in Florence County, South Carolina, a significant amount
of data exist regarding delinquent tax sales, both quantitative in the form of 1,000 or

more records held by the county-level government well as statutes and regulations that
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county treasurers must follow during the delinquent tax reconciliation process as required
by the State of South Carolina. Using modern management theory to evaluate these data
resulted in an understandable model of how specific variables impact the outcome of an
auction relative to a higher bidder receiving a tax deed or earning interest of up to 1 year
and 1 day, potentially yielding a 12% return on their investment. Tong (2021)
demonstrated that senior management of corporations with a low-risk tolerance correlated
to an enterprise that lacked innovation. Higher levels of uncertainty and ambiguity drive
risk, as illustrated by the financial markets when debt was extended over a period of time,
typically demanding higher interest rates due to the increased risk from uncertainty. By
analyzing data from delinquent tax sales using modern management theory, ambiguity
and uncertainty have been diminished based upon the descriptive statistics and
correlations drawn from the models created from the research questions presented.

An outcome of secondary source data being analyzed and summarized combined
with a summary of the delinquent tax sale process allows for additional bidders that have
a lower tolerance to risk to participate in the delinquent tax sale process for investment
purposes with tools to reduce ambiguity. The addition of this investment strategy,
particularly for investors of a lower SES, is similar to senior executives becoming less
risk-averse and embracing innovation to realize a company’s stated goals and enhance
profitability based on data-driven processes (Tong, 2021). Developing successful
investment strategies typically follows structured process management systems, which
increases efficiencies and profitability as the investor becomes more skillful through the

repetitive experiences of evaluating data (Pardaev, 2019). Attending tax sales frequently
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allows the investor to better understand the auction process and evaluate the success of
possible economic outcomes of their strategy from the research and bidding process.
Efficiencies gained via modern management techniques are not just production-
related, but also impact financing, scheduling, and new product development (Rilantiana,
et al., 2020). Financing is critical to the investor as all properties in which they were the
high bidder must be paid on the day of the sale with certified funds. Scheduling is critical
as the delinquent property list is only provided 3 weeks before the auction. This results in
an investor planning to physically visit a potential investment property across the 800
square miles that make up Florence County, South Carolina, prior to the auction date
(“Census of Government,” 2018). Having a defined strategy will also ensure that the
bidder is in alignment with the goals that they previously set forth or with the
organization in which they are employed/represent (Baudry & Chassagnon, 2010).
Although not considered Big Data, a list of 1,583 delinquent properties in
Florence County, South Carolina, was initially published for the 2017 tax sale. Of these
properties, 740 properties were redeemed by their owner before the sale, which left 843
slated for the October 2-3, 2017 auction. In 2019, the number of properties that were part
of the delinquent tax sale in Florence, South Carolina, increased by 47.2% over 2017
based on 1,241 properties having liens at the time of the annual auction (Florence County
Delinquent Tax Office, 2019). The State of South Carolina’s overall population was
approximately 37 times that of Florence County (U.S. Census Bureau, 2021). By
extrapolating the number of people who live in Florence compared to the rest of the state,

it can be expected that 31,000-46,000 properties are part of South Carolina’s tax sales
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annually, as Florence County represents approximately 2.7% of the state’s population
(U.S. Census Bureau, 2021).

This dataset evaluated consisted of 843 tax map numbers, one for each property
that was part of the auction, representing a 100% sampling rate of the population’s
records. A 100% sampling rate was used for the dependent variables of interest earned
and acquiring a deed as an investor as well as all independent variables such as the initial
starting bid, high bid, redemption period, assessed and actual market value of the
property. With South Carolina county auctions occurring annually, the informed bidder
should decide, based upon this information, which counties represent the highest value as
a function of time and money spent as well as the likelihood of earning interest or a
property deed based upon quantitative management theory (Hamel, 2007).

Literature Review

Results from this study will add to these under-researched topics and add to the
body of knowledge of current literature. There are several key journal articles and
government data that are of critical importance to this study. Secondary source data in the
form of a county government publication was the publication of all properties and owners
of real estate that would be auctioned off at the county-level tax sale. The 2018
Delinquent Tax Sale Real Property List (Florence County Delinquent Tax Office, 2018),
Census of Government (2018), and South Carolina Code of Laws, Title 12, Taxation
(n.d.) provided statewide specific guidelines and data as they result in how delinquent tax
sales must be administered in South Carolina. Ahlstrom (2014), Pryor and Taneja, S

(2010), Hamel (2007), Olum (2004), Rana et al. (2016) defined modern management
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concepts and examples of how data can be used to make rational decisions. Alm et al.
(2016) and Elder et al. (2010) commented on how there can be an impact on the
community based on delinquent tax policies. Cappello (2017) and Harwood and Mayer
(2016) described the tradeoff between publicly available data that were used by the
government and the lack of privacy it affords to individuals as well as how the data can
be best utilized. Chirico et al. (2019), Hereford (2017), and Miller (2012) explained the
high government cost of tax sales and how the number of properties auctioned at county-
run delinquent tax sales can be reduced. Kahrl (2017a) reviewed techniques of how
investors take advantage of tax-stressed properties as well as the property owners before
property is lost at tax sale. Kuhnen and Miu (2017) reviewed financial illiteracy as it
relates to low SES. Sharma and Good (2013) and Stephan et al. (2016) commented on
how for-profit businesses are instrumental in creating positive social change.
History of Government-Mandated Delinquent Property Tax Collection

The earliest form of a formal taxation system dates back 8,000 years to modern-
day Irag (Carlson, 2005). Taxes predominantly applied to land, livestock, and food as
farming was the most common profession for thousands of years. It was not until
approximately 500 BC that the earliest form of an auction took place (Jiang, 2021). These
were not tax-related auctions but instead involved the auctioning of daughters within a
family that would become men’s wives starting from a high price and proceeding lower,
ending when the first bid was received (Wilson, 2019). This type of exchange became
known as a Dutch Auction. During the time of the Roman Empire, the first combination

of property tax collection mated with an auction became evident (Gutiérrez & Martinez-
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Esteller, 2021). The system was different compared to today in that the Roman

government held an auction for third parties known as tax farmers or publicani, to have
the right to collect taxes on property in the Roman provinces (Gutiérrez & Martinez-
Esteller, 2021; Jiang, 2021). The result would be that private individuals, given authority
from the Roman state would then collect taxes. This outsourcing sometimes led to
opportunism, corruption, and collusion between the publicani and the local governors,
while Rome took no action as they had already received their money through the bidding
process (Jiang, 2021; Morcillo, 2021). A common characteristic that has carried over in
the collection of property taxes from Roman times to the present has been the
decentralization aspect of the process (King et al., 2019Db).

In the United States, each state yields authority to the local municipalities to
collect property taxes levied on individuals and organizations. A key difference is that the
United States federal government and state government does not benefit from these sales,
as the receipts stay within the local counties and parishes. During the Medieval period,
the valuation of property became based upon British and European royalty whereby the
property tax levied corresponded to the property’s annual rental value (Fisher, n.d.) These
taxes were used to perform public works, closely resembling today’s use of funds such as
building roads and creating water systems but with less of a focus on public education.

In colonial times, taxes were not levied evenly throughout the American colony,
varying from what would become state to state. Combating issues that consisted of
inequality and lack of uniformity, property taxes were initially applied to any assets an

individual had (all wealth). This general property tax fell out of favor in the 1800s and
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separated the property from overall wealth. During the mid-18" century in the United
States, consideration was given to a national property tax, brought about by Alexander
Hamilton, but opposed by Thomas Jefferson (Carlson, 2005). The philosophy of
Jefferson was established whereby taxpayers would be assessed on the real property they
owned, although the assessment could vary widely between assessors and municipalities.
Early in the 1900s, The National Tax Association proposed that real property be assessed
by trained professionals, ultimately called assessors. They also proposed that different
classes of property have different rates, a process that has now become commonplace.

Various rates and classes existed in different forms in each state with little
commonality until 1934 when the present-day International Association of Assessing
Officers was created. This body had trained and certified assessors in standard
assessment methods. Today’s homestead exemptions trace their roots to the Great
Depression, where property tax delinquency was common. Governments restricted
maximum property tax rates and exempted homes that were occupied by their owners. An
example of this uniformity was the use of mills or millage rates. This rate corresponds to
the tax rate that must be paid by the property owner for every $1,000 of assessed property
value.

Assessing properties today does not always entail an actual government employee
visiting the site. With the use of GPS, Google Earth, computer-assisted mass appraisal
systems, statistics from adjacent properties and recent selling prices, the appraisal of the
property can be completed remotely in many instances. Changes to the millage rate due

to events such as special referendums and increased public education costs are
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commonplace. Different classes of property still exist along with exemptions. Common
property use includes owner-occupied, agriculture, commercial, industrial, and non-
owner occupied, such as vacation or rental properties.

With a basic infrastructure common across local governments in the United States
to assess and levy taxes, enforcing the payment of taxes when they become delinquent
still varied considerably between counties and states. Every state has laws that allow
governments, typically at the county level, to sell taxpayer real property via a tax lien
foreclosure process should the owner not pay their annual taxes as well as their utilities in
certain instances (Enright, 2020; Langrehr, 2020). As of 2020, 28 states allow tax liens to
be sold to third parties (Enright, 2020). Allen (2017) has noted a surge in property tax
delinquency that was central to urban areas that include Baltimore, Cleveland, Detroit,
and Philadelphia. Complete abandonment of the properties was commonplace, not simply
the owner forgetting to pay the tax or not having the funds to do so. This gives incentives
for governments to auction the delinquent tax property to the highest bidder and benefit
from any improvements made to the property by the new owner by having increased
valuations and higher tax assessments.

South Carolina has been a tax lien state (Miller & Nikaj, 2016). Each county
within South Carolina has the mandate to place a lien against the property should the
owner fail to pay the full tax. In times of economic hardship for county-level government,
the municipality will likely attempt to increase nontax revenue through additional fees,
charges, fines, and forfeitures (Park, 2017). Millage rates, expressed in mills, may also

increase, indirectly increasing the property taxes on land and buildings, which will lead to
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higher levels of property forfeiture. South Carolina was also a legislative state where the
power to tax property was at the county level (Ruple, personal communication, May 27,
2020). South Carolina continues to operate under the same state constitution adopted in
the 1860s, the post-Civil War period where counties have significant authority regarding
property tax assessment, collection, and measures to combat delinquency. This
independence at the county level leads to the 46 counties of South Carolina executing
their property tax programs differently. There was no central database at the state level
that monitors property taxation, and there exists a mistrust between county government
and centralized power and authority at the state level (Ruple, personal communication,
May 27, 2020). The institutional knowledge at the county and state levels was very high
regarding delinquent property taxes and subsequent tax sales due to the lack of
standardization and commonality between municipalities (Ruple, personal
communication, May 27, 2020). For all counties within South Carolina, after
approximately 9-12 months, a tax lien sale was initiated for all delinquent properties.
County governments in South Carolina will retain all funds from the tax sale, including
the difference between the starting bid (taxes owed) and the final, high bid.

Although it was the responsibility of the taxpayer to pay and the local government
to collect property taxes, few states and counties have the necessary safeguards in place
to protect individuals in society that have been marginalized, or of lower SES, are
elderly, disabled, or ill, representing difficult policymaking for the collection of taxes
(Enright, 2020; Miller & Nikaj, 2016). Property tax delinquency has a significant impact

on communities (Kahrl, 2017b). In Milwaukee, Wisconsin, for example, municipalities
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will receive less revenue from tax levies when taxes go unpaid, and neighborhoods can
expect to have home sales prices decrease by $1,085 for every tax delinquent property
within 250 meters of the house being sold (Carroll & Goodman, 2017).
Auction Methods

Significant leeway in executing the sale of property exists for each county within
South Carolina. Without a specific mandate by the South Carolina state government,
county treasurers may use a variety of auction methods to recover taxes that are in default
by the owner (Ruple, personal communication, May 27, 2020). The goal of the auction
was only to recoup past-due taxes and fees. As long as there was an opening bid equal to
or above the fees that are due, the county was guaranteed to recoup past-due taxes and
fees. The opening bid was determined by the taxes owed for the previous year, as they are
paid in arrears as well as the current year, plus penalties. Starting bids could be very low,
less than 200 USD to 10’s of thousands of dollars depending on the valuation of the
property and the classification such as farmland, residential, commercial, or industrial.
Municipalities in South Carolina do not vary the value of the starting bid: rather, it was
the summation of the aforementioned values. If the ability to set lower starting bids were
available to the municipalities, then more bidders would participate (Bland et al., 2005).
Unlike auctions of other physical products, counties in South Carolina do not evaluate the
marginal cost of the property directly; instead, their value was based on the tax assessor’s
estimation relative to market value (Stetter et al., 2020). The property will be “sold” for
that amount to the bidder should the property owner not redeem the property after 1 year

and 1 day. In all cases, there was a single seller, the county, with multiple bidders in a
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live, in-seat experience. Given the impact of the COVID-19 pandemic, it was
increasingly likely that future auctions may be held virtually, using Business-to-Business
software, known as electronic auctions, or e-auctions (Friedrich & Ignatov, 2019). Not all
auction methods are conducive to the sale of property for maximum value, such as Dutch
auctions.

Dutch auctions are open descending-bid auctions where the bid is purposely set
very high and the auctioneer gradually reduces the price until a bidder accepts the bid
(Ganguly & Chakraborty, 2008). Bids are attempted to be maximized by the auctioneers
by slowing decreasing the bid, tempting participants to offer the first bid and accepting
the stated price, ending the auction. This method was not well suited for tax sales as the
county was primarily focused on recouping past-due charges.

Vickrey auctions are not used in South Carolina either. A Vickrey auction
maintains anonymity between bidders and was a sealed-bid auction. Bidders submit
written bids and the highest bidder wins, but only pays the price of the bid that was
second highest (Ganguly & Chakraborty, 2008). Since all tax sales are open to the public,
there was no need for sealed bids as it would also add significant processing time.

An absolute auction was not well suited for a tax sale either. While an absolute
auction will guarantee that the property will be sold to the highest bidder, there cannot be
a reserve price (Ganguly & Chakraborty, 2008). The counties within the State of South
Carolina use a modified version of the absolute auction in which there was no reserve but

there was a starting minimum bid (taxes and penalties owed for the current and next
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year). Whoever bid the highest during the auction will take title to the property, after the

redemption time has expired.

An English auction was and is the common type of auction used in South Carolina
delinquent tax sales. With a low starting price equal to the taxes and fees due, the price of
the property, or lien to be more specific, gradually increases until there was only one
bidder left, commanding the highest bid (Ganguly & Chakraborty, 2008). Should no
initial bid be received, the property was turned over to the South Carolina Forfeited Land
Commission.

Although an English auction was most common, each county may carry out the
process differently. For example, in 2018 Horry County’s Treasurer started the bidding
with a minimum bid and then bidders would bid against each other, unguided, until all
bidding had stopped, with the property being awarded to the final bidder. In 2018 and
2019, both Darlington and Florence counties employed professional auctioneers to assist
with the process. Florence County utilized a system where all bidders that wanted to bid
on property were required to keep their bid numbers up so they could be seen by the
auctioneer, and as the price went up, potential buyers simply put their bid numbers down.
Once a bidder put their number down, they could not bid on that property anymore. Each
property had a typical duration of 20 and 40 seconds, including reading the tax map
number, the location of the property, the current owner, the size of the lot or acreage, and
the starting bid price. The last bidder to keep their number up was deemed the winner.
Darlington County’s auctions are held in a similar fashion, an exception being that

bidders can bid at any time during the auctioning of a property. The auctioneer would
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only read the current owner, tax map number, and the size of the lot on occasion. Most
properties were auctioned off in about 15-30 seconds. Since a sale was guaranteed once
the starting bid was met, the participation rate among potential buyers was increased
(Ganguly & Chakraborty, 2008).

Auctions in Florence and Darlington Counties of South Carolina employ
professional auctioneers to facilitate the sale of a property at the annual tax sale. Other
counties, such as Horry, use county employees to facilitate the process and require
bidders to bid against each other, which adds confusion and delays to the event. None of
the counties in South Carolina conduct the tax sale completely online, with the
aforementioned counties requiring bidders to be present or have a proxy to bid on their
behalf.

The use of digital technology was extremely limited at the actual auction itself. It
was apparent that the delinquent tax process has not kept up with existing technological
breakthroughs and was still conducted in much the same way it has been done for
centuries (Milgrom, 2019). Embracing technology may also reduce the burdens on the
administrators of the tax sales and help meet the state’s requirements for due process
(Inman, 2017). Online auctions have never been used in Florence County, Horry County,
and Darlington County, which was typical of the other 43 counties in South Carolina. In
the early 2000s auctions were projected to represent 30% of all e-commerce (Vakrat &
Seidmann, 2000). The reluctance for municipalities to have their auctions in the digital
space may be due to lack of technology, lack of equipment, initial cost, and a preference

for the local community to partake in the sale rather than individuals from outside of the
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area. Due to COVID-19, many general auctions outside of delinquent tax sales have been
required to move from a live in-seat experience to digital. Companies such as eBay and
HiBID.com were well prepared as their operations were focused on the digital space.
Auction houses Christie’s, Sotheby’s, and Phillips saw their aggregate revenue decline by
79% from Q2 2019 to Q2 2020 (Bourron, 2021). Using large auction houses as an
example of organizations that pivoted well in the face of COVID-19, these companies
grew their revenue from online auctions from $126 million in 2019 to over $1 billion,
representing over a seven-fold increase in sales (Bourron, 2021). In Q1 2017, only 4% of
auctions from auction houses Christie’s, Sotheby’s, and Phillips were 100%
online(Bourron, 2021). This moved to 74% 3 years later in Q1 2020 (Bourron, 2021).
County governments did not react with as much urgency as corporations. During the
2020 COVID-19 pandemic, some counties opted to still hold the auctions with safeguards
outlined by the Center for Disease Control (CDC) in place while others opted to cancel
the auction for that year and have all properties carried over to 2021 instead. The 2020
Florence County Tax Sale was canceled due to the pandemic while Darlington County,
South Carolina, for example, held its tax sale in the Darlington Middle School in
December of 2020, but with a facemask requirement, limited seating due to increased
spacing, and only allowing registered bidders to enter. In October 2021, the Florence
County Tax Sale proceeded over the course of 3 days in the parking lot of the City
Complex in Florence, South Carolina while Darlington County once again held its tax
sale in the Darlington Middle School auditorium, without increased spacing and allowing

individuals to enter that were not registered to bid. While large auction companies such
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as Sotheby’s started efforts as early as 1999 to enter the online marketplace via a
partnership with Amazon that did not materialize, counties within South Carolina have
yet to embrace online auction alternatives (Bourron, 2021).
Auction Strategies

Auction strategies employed by the bidders at an auction are dependent upon the
goals each potential buyer was attempting to realize. Strategies specific to English
auctions are most important as this was the type of auction that each county in South
Carolina uses for the tax sale. Jiang (2021) noted that the three most common strategies
for bidders participating in an English auction include “(a) personal valuation, (b) prior
assessment of rival valuations, and (c) new information obtained from the bidding
process.” Bidders/buyers that are investors will be focused on a positive return based on
the capital used, a form of personal valuation. These bidders may wish to earn interest
payable in increments of up to 3%, 6%, 9%, and 12% if redeemed in the first, second,
third, or fourth quarter after the delinquent tax sale, respectively (South Carolina Code of
Laws, Title 12, Taxation, n.d.). This goal would require the property to be redeemed by
the property owner within 1 year and 1 day after the sale takes place. Care would need to
be taken by this type of investor to not bid so high as the target payout could not be
realized, as the maximum interest paid by the County will only be up to the dollar amount
of the initial bid, regardless of the magnitude of the final bid on the property (South
Carolina Code of Laws, Title 12, Taxation, n.d.). The other type of investor/bidder has a
more speculative approach, in which their bidding strategy was based upon the property

owner not redeeming the property. This approach involves a longer-term investment
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where interest earned was not the focus, thus the bidder hopes that the property was not
redeemed, and the investor can take the title to the property. Should the title be received,
after 1 year and 1 day, (South Carolina Code of Laws, Title 12, Taxation, n.d.), the bidder
will hold a Tax Title for the real estate which can be kept for personal use or resold. The
payback for reselling the real estate could be an order of magnitude higher than the
purchase price, or more.

Some bidders have a strong aversion to loss, which drives their strategy in not
bidding above the maximum interest payout (Foster, 2020). Bidders with this type of
strategy will understand that 12% of the maximum price of the final bid must be equal to
or less than the initial starting bid, which also reflects the maximum payout if redeemed.
For English auctions, such as the delinquent tax sales in South Carolina, a very strong
starting bid in the form of jump bidding to a higher value signals strength and
intimidation to other participants, increasing the odds of obtaining the property for the
initial bidder (Sgnstebg et al., 2021). Auction attendees who have researched the
delinquent properties, reviewed the county-specific tax sale process, have frequented tax
sale auctions previously, and demonstrated an understanding of behavioral economics
will have an advantage over their peers given the reduction in uncertainty (Morcillo,
2021). The prepared investor that attends a tax sale will demonstrate an increased
likelihood of realizing their goals (Morcillo, 2021). Other bidders, who are willing to
accept a loss if the bid was higher should the property be redeemed are more speculative.

These bidders are focused on acquiring the property, planning that it was not redeemed.
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Occasionally bidders in this environment will incorporate jump bidding, whereby
a bidder surpasses the current bid by more than one increment. This will signal to other
bidders they are prepared to pay a higher premium and that bidders may also wish to
speed up the auction (Dodonova & Khoroshilov, 2019). Jump bidding has been shown to
reduce the number of active bidders (Hungria-Gunnelin, 2018). While signaling a higher
bid premium reduces competition, the bidder also may overpay depending on how early
in the process they perform a jump bid (Dodonova & Khoroshilov, 2019). Jump bidding
was positively correlated to winning an auction (Sommervoll, 2020). The duration of
each parcel of real estate being auctioned was not an issue, taking 20 and 30 seconds
from the start of the process to the acceptance of the highest bid, depending on the
county’s auction rules, the number of bidders, and the number of bids. The duration of
and between properties at auction during the tax sale was short, leading to the auction
progressing rapidly. Hungria-Gunnelin (2018) noted that auctions that move quickly have
been positively correlated to an increase in the number of bidders as well as a higher
selling price due to what was known as “auction fever.”

Bidders may also find themselves bidding higher than the actual market value of
the property. McGee and Levin (2019) showed that the satisfaction of winning may
supersede the higher economic cost being incurred by the buyer. This strategy, if
repeated, also signals to competitors that the bidder will bid as high as it takes to be the
winner, with the bidder anticipating that their competition will drop out earlier, thus
winning the property at a lower price if this strategy was employed (McGee & Levin,

2019). After successive wins by overbidding, users of this strategy may feel that they will
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have a net economic gain over their rivals as the auction continues, but the variation in
the drop out prices and perceived value of the product being auctioned has shown not to
be significant (McGee & Levin, 2019). As the venues of auctions move to accommodate
remote bidders via digital means, strategies when participating in online auctions can be
different compared to in-seat auctions. For example, body language cannot be
determined, bid jumping cannot be shouted out by participants, and the number of active
bidders may not be readily determined.
Government Revenue From Tax Sales

During the times of the Roman Empire, tax revenue accounted for about 22% of
the overall government budget from 200 to 157 BC (Gutiérrez & Martinez-Esteller,
2021). For the next 300 years, Roman citizens did not have to pay taxes as the expansion
of the Roman Empire was so great and profitable, collections from foreign lands were all
that was required by the government (Gutiérrez & Martinez-Esteller, 2021). In modern
times, such as in the early 1900s, property taxes supplied 45% of the general revenue of
state governments’ operating budgets (Fisher, n.d.). By the end of the century, property
taxes collected by the United States were down to less than 2%. County and local level
local governments charged with the levying, collection, and spending of these funds have
increased their dependency on these funds up to 85.2% in 1932 down to 44.6% in 1999
(Fisher, n.d.). In 2016, the percentage of own-source revenue further dropped to 1% for
states that collected property taxes at the state level with 14 not collecting any taxes (Tax

Policy Center, n.d.).
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Operating budgets for county governments have become less dependent upon
local taxation because the federal government has taken over more local/county functions
and has also increased its aid to these municipalities. In 2016, local governments received
$487 billion from levies made in the form of property tax (Tax Policy Center, n.d.). This
equates to about 50% of the general revenue that they raise, not including aid from the
federal government. The percentage of own-source revenue can vary significantly from
state to state. Combined state and local tax dependency were highest in New Hampshire,
with a total of 47% (Tax Policy Center, n.d.). At the local level, New England states had
more than 75% of their own-source revenue from property taxes with Alabama being the
lowest with 19% in 2016 (Tax Policy Center, n.d.). Property tax rates vary widely from
state to state depending on how the property was assessed. The highest and best use of a
property could cause the taxes to be significantly higher for a parcel of vacant farmland,
whereas some governments could allow it to be zoned agriculture. The difference could
vary from a few dollars per acre in tax to $10,000’s in assessment. Differences in
residential homes exist as well. Upon purchasing a home in California, the tax does not
increase for as long as the owner stays there, in certain counties. California tax rates are
limited to an increase of 1% annually (“Proposition 13 and Real Property Assessments,”
n.d.). New homeowners in California can expect to pay significantly more in property
taxes compared to previous owners who may have held the property for many years. This
creates an additional burden on the new homeowner and increases the likelihood of

failure to pay the taxes after the property was first acquired (Tax Policy Center, n.d.).
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Changes in housing values do not significantly change the property tax collected
by municipalities (Chirico et al., 2019; Goodman, 2018). Many states have reassessment
rules that will only value property every 5 years (or similar). A lag of increase or
decrease in revenue will therefore be present, even if the market value of a property
changes significantly up or down (Goodman, 2018). Should there be a large change in
property values over time, the millage rates would be adjusted proportionally higher or
lower to make up for the shortfall, or to reduce the amount collected to balance the
municipalities’ budgets.

Property taxes remain a significant source of revenue at the county level. Local
Government in Massachusetts, for example, collected an excess of $56 million above
what was owed for real property taxes for more than they are owed in delinquent taxes
per year over the last decade, resulting in over $42 for every delinquent tax dollar
(Enright, 2020). Competitive bidding helps drive these profits higher for municipalities
(Wu, 2020). Without such funds, emergency services, and education systems could not
operate. Government must forecast the revenue received from all taxes levied on the
population they serve, but forecasting revenue from a tax sale was particularly
problematic given the variability in the property being auctioned as well as the number
and quality of bidders. With some type of model for this revenue, the maximum potential
for developmental projects cannot be realized (Streimikiene et al., 2018). A tax auction
not only recovers taxes that are expected to be paid but also represents a significant
amount of indirect taxes collected as the county will retain the full amount of a high bid

on the property that was not redeemed, even if it was far more than the taxes owed
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(Streimikiene et al., 2018). Examples of revenue generated at tax sales by Florence
County, South Carolina, can be illustrated by two cases from the 2019 Florence, South
Carolina County tax sale held on October 71" and 8", 2019, at the City Complex in
Florence, South Carolina. The first example was one lot without any structures, located in
a planned development in which the developer went bankrupt. The parcel, Florence
County tax map number (Map-Block-Parcel), 00046-03-145, went to the highest bidder
for a total price of $392.00, which was equal to the 2018 taxes and penalties that were not
paid ($209.34), the pending 2019 taxes ($121.70), and a Land Mortgage Search ($60.00)
before the auction. The assessed market value of the parcel was $6,550.00. Since
Florence County recovered the taxes that were due plus the administrative cost associated
with forfeiture of the property, this revenue would be in line with forecasts and
expectations, without a significant surplus.

The second example demonstrates when Florence County did earn significant
funds during the delinquent tax process. The property, approximately 30 acres of
farmland with a building present, just outside the City of Florence, Florence County tax
map number (Map-Block-Parcel), 00127-01-026, went to the highest bidder for a total
price of $12,000.00, above the starting bid by $10,197. The starting bid was equal to the
2018 taxes and penalties that were not paid ($963.24), the pending 2019 taxes ($779.37),
and a Land Mortgage Search ($60.00) before the auction totaling approximately $1,803,
which was the starting bid. The assessed market value of the property was approximately

$63,019. Thus, Florence County realized and retained approximately 6.7 times the
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starting bid of the property while the high bidder paid about 19 cents on the dollar for the

real estate, compared to the assessed market value, and earned a tax deed.

A third example of the amount of funds the Florence County government can
generate as well as the benefit to the investor can be shown via my experience in the
2017 Florence County Delinquent Tax Sale. On Monday, October 3, 2016, Bill Yonce
Auctioneers, acting as an agent for the Florence County, South Carolina, Treasurer Dean
Fowler, executed the tax sale of tax map number 00107-01-006. This 16.79-acre parcel of
vacant land located on Pygatt Road, Effingham, Florence County, South Carolina, was
taxed at a value of $54.56. The $54.56 bill was sent to the property owners on 19
September 2015 to be paid by the first week of January 2016. This bill remained unpaid
and was subjected to the following taxes, credits, and fees: county tax of $61.87, county
property tax credit of $7.55, tax penalty of $8.15, administrative costs of $160.00, auction
fee of $25.00 for a total of $222.47 total tax due and $247.47 with the auction fee. The
starting bid price was $302.03 to cover the taxes from 2015 and 2016. | was high bid on
this property with a final bid price of $3,800.00. The property was not redeemed by the
owner during the one-year and one-day redemption period. On April 19, 2018, a Tax
Title to Real Estate was fully executed to Argent Noir, LLC, my company (“Florence
County Recording Page,” n.d.). This tax title was not a marketable title, such as a General
Warranty Deed, and poses issues when attempting to sell the property should a mortgage
be required (Caraway, 2018). The gain to Florence County, South Carolina, was
$3,497.97 ($3,800.00 - $302.03), representing a price that was 12.6 times the amount

owed when penalties, fees, and additional costs are included. For the 2015 and 2016 tax
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years where taxes totaled $109.12 ($54.67 + $54.67), the resulting premium over the

actual taxes owed was $3,690.88, representing 38.8 times the actual taxes that were owed
for these years. This same property was sold for $65,000 in December 2021 by me to a
private party. Due to the large profits involved by government and private investors,
critics of the delinquent tax sale process feel that marginalized people such as the elderly,
unfamiliar with legal proceedings, disabled, or of a low SES are at high risk of having
their home or other real property forcibly and legally taken from them (Enright, 2020). A
fair question was why the municipalities receive the additional funds over what was
actually due to them from the taxed property compared to having the original owner
receive the proceeds since they were the actual owners of the real estate. Delinquent tax
sales have been shown to raise significantly more money for county governments than
the fees that impact the municipalities such as increased costs to notify property owners
they are past-due, penalties, interest paid on the outstanding balance, and the
administrative and legal aspects of transferring the tax deed (Miller & Nikaj, 2016).

Such revenue was critical to South Carolina as a whole. The State, for example,
uses approximately 46% of all county-levied property taxes for education (Property
Taxes, n.d.). Sternlieb and Lake (1976) examined urban areas during the mid-1970 and
the significant amount of lost revenue to local operation budgets due to the failure of
property owners to make payments. In 1974 alone, New York City, New York lost
$191.3 million in uncollected taxes while Pittsburgh, Pennsylvania was forced to seize
11,000 parcels to recoup delinquent tax (Sternlieb & Lake, 1976). The process of

acquiring property due to lack of owner payment was costly to many urban governments,
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as well as the disposal of the properties. Some counties are not well suited to sell these
properties as their administrative functions are not properly set up to do so (Sternlieb &
Lake, 1976). The purpose of county-level tax sales is to recoup property taxes owed by
the owner. Government administrators are in a unique position compared to private
companies to only recover the reserve value, which was the starting bid reflecting the
property taxes, fees, and penalties owed. Administrators do not focus on maximizing the
total dollar amount, although all funds above the initial bid are retained by the county.
Country Treasurers only want to recover what was owed (Holsapple, personal
communication, June 3, 2022).
South Carolina Statutory Requirements for Collection of Property Tax

Taxation legal requirements are specified in South Carolina across 41 chapters
with seven of these applying to delinquent tax collection and sales (South Carolina Code
of Laws, Title 12, Taxation, n.d.). While these chapters are clear in what was required by
the State of South Carolina, they provide considerable flexibility in how the delinquent
tax process was carried out within each county by the County Treasurer or Deputy
Treasurer in charge of the annual delinquent tax sale. This flexibility for each South
Carolina County increases the ambiguity of the tax sale and process for participants given
the variation in execution between counties. An example of this was Chapter 54 of the
South Carolina Code of Laws, Title 12, Taxation (n.d.), titled “Uniform method of
Collection and Enforcement of Taxes Levied and Assessed by South Carolina
Department of Revenue.” This statute provides 28 pages of rules that must be followed

by each county in the administration of the collection of delinquent taxes, but there was a
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significant lack of dates and penalty values in United States Dollars. As Fox (2019)

noted, laypeople who do not have an understanding of legal verbiage struggle with their

interpretation and are more likely to follow guidance from perceived experts. It was

unlikely that individuals that wish to participate in delinquent tax sales as an investment

vehicle will review and comprehend the entire statutory requirements surrounding the

delinquent tax process given the scope and the technical wording. This study can offer a

summary of actual results which possible tax sale participants can review and decide if

this type of potential investment was worthy of their consideration. Chapters relating to

the delinquent tax process in South Carolina are found in the document South Carolina

Code of Laws, Title 12, Taxation, (n.d.) and are summarized here:

Chapter 51 - Alternate Procedure for Collection of Property Taxes
Chapter 53 - Tax Collection by Department of Revenue

Chapter 54 - Uniform Method of Collection and Enforcement of Taxes
Levied and Assessed by South Carolina Department of Revenue
Chapter 55 - Overdue Tax Debt Collection Act

Chapter 56 - Setoff Debt Collection Act

Chapter 57 - Uniform Federal Tax Lien Registration Act

Chapter 58 - South Carolina Taxpayers’ Bill of Rights

Chapter 59 - Forfeited Lands

The focus on legal jargon and specificity can be considered problematic for

laypeople who are not accustomed to this writing style. To offer a detailed yet easier-to-

understand overview and explanation of South Carolina property taxes, VanStory (2015)
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compiled a document through the South Carolina Department of Revenue that focused on
property taxes which includes definitions and citations, classification and valuation of
property, assessment procedures, assessment practices by taxpayers, the appeal of tax
assessment, exemption from taxation, and other analysis. In my interview with VVanStory
(VanStory, personal communication, May 17, 2020), she noted that the State of South
Carolina lacks depth and clarity regarding delinquent tax sale procedures, both pre-and
post-auction. Further, VanStory has invited me to possibly assist with the creation of a
section in the next South Carolina Property Tax overview document to better meet the
needs of potential bidders, as well as add insight to avert properties ultimately becoming
delinquent and sold to the highest bidder, upon completion and university acceptance of
this study. Where there was a wealth of information on property taxes such as types of
property that are taxable, valuation methods, and recourse to taxpayers via the appeal
procedure, there was not a single mention of the “delinquent” or “property sale” within
this work. While not a gap in academic literature, this example does show a gap in
government data which hinders potential investors as well as property owners due to a
potential lack of understanding of the delinquent tax sale process. Government data that
was difficult to analyze on a large scale include the likelihood of receiving a tax deed,
property redemption by the owner, final high bid price, and how average interest earned
can affect an economic value model maximizing overall investment return relative to the
goals of the bidder. Specific insight for each South Carolina county on how their real

property assessment, auditing, and delinquent tax collection processes are conducted can
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be gained by contacting the relevant officials via their mailing address, email, and phone
number, as noted by VanStory (2015).
South Carolina County Specific Tax Sale Procedures

All counties in South Carolina are mandated by state law to have real property
taxes due between 13 September and 15 January every year (South Carolina Code of
Laws, Title 12, Taxation, n.d.). While specific protocols from the South Carolina
government dictate due process for the collection of past-due taxes, such as requirements
for public advertising of property that will be sold, fees for advertising, and interest
earned on the property for the high bidder if not redeemed, each county has significant
flexibility on how and when the tax sale auctions take place. The use of technology, a
foundation within modern management theory, varies from county to county. Innovations
and advances in technology do not always enable managers, investors, or communities to
advance as sometimes the technology, while available, was not learned or used by the
responsible parties (Alshammari, 2020). Florence County, South Carolina, for example,
provides web-based digital tools such as GIS visualization via gPublic.net, property
cards, tax assessor’s records, clerk of court records, Google Streetview, and Pictometry.
Other digital means such as using Zillow, Realtor.com, or Trulia can yield the last sales
date and price, if the property was on the market, and potentially a description of the
property. Unfortunately, those that do not know how to access these tools or cannot
access them due to a lack of a smartphone, tablet, or computer, are at a significant
disadvantage compared to other auction attendees due to the lack of data being reviewed.

All states, including South Carolina, have statutory rights of redemption which end with
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the property being retained by the owner, or the passage of a specific amount of time, as
noted in each state’s laws (Langrehr, 2020). Some states, such as Oklahoma, require that
municipalities must follow up with a second communication to the delinquent property
owner if the government was aware that the original notice did not reach them, but the
sale of the property was still valid even if the notice was not received by the property
owner (Inman, 2017).

South Carolina counties have flexibility in when they hold the tax sales, the venue
of the tax sale, how the actual sale of properties was conducted, and the types of funds
required as payment. Each county in South Carolina operates some type of competitive
bidding scenario for its tax sales. From 2009-2019 the number of competitive bids
received for municipal securities has increased from 4.4 to 5.7, a 29.5% increase (Wu,
2020). Having a higher number of bids per sale increases profit margin, which was likely
to occur in tax sales given the similarities of the bidding process (Wu, 2020). For most
counties in South Carolina, the timing of the tax sale was the first Monday of October,
November, or December of the year that property taxes are due, following a deadline of
when taxes were due and payable: January 15 of the assessment year. Although
attendance to tax sales has been seen to be increasing over the last decade, as shown by
the number of recorded bidders, the location of most auctions takes place in a municipal
complex or local community and performing arts centers. Government offices are city-
county complexes, courthouses, magistrate’s buildings, or similar county-level buildings.
The actual process of the auction varies from county to county. Certain counties require

pre-registration of bidders up until the last business day before the auction, the day of the
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auction, or only registration on the day of the auction. Certain counties will employ a
professional auctioneer to speed the process of the auction, others will only state the
starting bid and allow bidders to bid against each other without any set increments. The
description of the property being auctioned will always include the tax map number as
well as the current owner. Additionally, the address of the property may be given along
with the acreage as well as the number of lots and permanent structures on the property.
Most auctions require the high bidder to pay in full with certified funds that include cash,
cashier’s checks, certified funds, or money order. No personal or business checks are
allowed. Funds are payable on the same day of the auction. Penalties that exist for
nonpayment are equal to 500 USD per tax map number for Florence County. For 2019,
examples of county-specific requirements during the delinquent tax sale process are as
follows:
e Barnwell County, South Carolina: Date of sale and location not specified on
the county website (Barnwell County, n.d.).
e Charleston County, South Carolina: Date of sale was 2". Monday of
December, North Charleston Coliseum (Charleston County, n.d.)
e Chester County, South Carolina: Date of sale and location not specified on
the county website (Chester County, n.d.)
e Chesterfield County, South Carolina: Date of sale and location not specified
on the county website (Chesterfield County, n.d.)
e Clarendon County, South Carolina: Date of sale and location not specified on

the county website (Clarendon County, n.d.).
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Darlington County, South Carolina: Date of sale was 2", Monday of
December, Darlington County Courthouse Courtroom, professional
auctioneer (Darlington County, n.d.).

Florence County, South Carolina: Date of sale was 1%. Monday of October,
Florence County Complex, professional auctioneer (Florence County, n.d.).
Greenville County, South Carolina: Date of sale not specified on the county
website. The location of the sale was the Greenville County Council
Chamber (Greenville County ,”n.d.)

Horry County, South Carolina: Date of sale was 1%'. Monday of December,
Horry County Governmental and Judicial Center, bidders bid against each
other without professional facilitation (Horry County, n.d.).

McCormick County, South Carolina: Date of sale was 1%. Monday of
October. The location of the sale was not given on the county website
(McCormick County, n.d.).

Pickens County, South Carolina: Date of sale was 3. Tuesday of November,
Pickens County Performing Arts Center (Pickens County, n.d.)

Richland County, South Carolina: Date of sale was 2". Monday of
December, Township Auditorium (Richland County, n.d.)

Sumter County, South Carolina: Date of sale was 1%. Monday of November,
Sumter County Council Chambers in the Administration Building (Sumter

County, n.d.).
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Mathematical Modeling

Two mathematical models will be developed, focusing on the outcomes of the tax
sale: Properties that are redeemed along with the corresponding interest rates earned and
those that are not redeemed. For properties that are redeemed, average income earned
will be evaluated based on starting bid, highest bid, and when the property was redeemed
by the original owner. For properties that are not redeemed, the predicted profitability
will be evaluated based on market value, and final bid price. The models being generated
within this study focus on the highest bidder as well as the original property owner,
should they redeem the property or not. Considerations not included in the model consist
of the county government’s internal data of how often the property owner was contacted
after the auction, county website hits, and spending on advertising (Simchi-Levi & Wu,
2018).

The top factors assumed to influence the outcome of auctions will be focused on,
but these should only be considered assumptions until they are tested for statistical
significance (Cheng, 2020). When bidders show up to an auction they do not plan on
bidding on all offerings; rather, they typically will be focused on a small subset that was
of interest (Hendricks & Sorensen, 2018). While the reason behind each bidder being
present at a tax sale may vary from investment purposes, reclamation of family land,
purchasing of nearby property, to pure entertainment, most are considered to be investors
who put in some amount of due diligence for capital appreciation and speculation
(Campbell-White, 2021). By understanding a mathematical model for interest earned for

a property redeemed or the overall profit of a property that was not redeemed (through
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resale, rent, or land use value), the predictors can be analyzed, characterized, and
examined (Cheng, 2020). Modern management’s focus on effectiveness via quantitative
data was easily overlooked by first-time or even experienced auction attendees, as not all
of the costs associated with the acquisition of a property deed may be realized, nor the
fact the tax deed and not a general warranty deed (Gold et al., 2001). A result will be less
economic benefit to the high bidder that earns a tax deed as the property will be valued
less than similarly assessed properties that do not have a defect associated with the deed.
Researchers within the retail industry study data, analytics, and automation to provide
insight into how the consumer places value on different items (Simchi-Levi & Wu,
2018). Bidders use similar methods to calculate the economic value of a property,
although the emotional aspect of property was harder to quantify. An acquisition
premium might be incurred by the high bidder because of a sentimental issue with a
property, such as having a deceased family member previously owning it. In other cases,
an investor may pay closer to or above market value because of the property’s proximity
to current operations by a business operated by the investor. The type of property may
influence the investor. Commercial real estate has a significantly different profit model
compared to residential real estate (Yin, 2017). The type of real property is not described
at the time of the auction, requiring the investor to retrieve information specific to the
property in advance. Determining the type of property can be done by entering the
Florence County, South Carolina website, entering a taxes inquiry, and then viewing the
property card supported by the Florence County Tax Assessor which provides the

assessment information and value, owner, addresses, and land class. The land class
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designates the type of property such as farm, residential, industrial, commercial,
improved, and/or vacant. Data can be gathered on properties that will be auctioned via
county websites, in the courthouse, physically inspecting the property as well as using
computer applications that include Google Earth. Once an investor has available data as
well as the list of properties to be auctioned, an analytical examination can take place
based on market value, maximum interest earned, location, and other relevant factors.
The maximum interest rate earned cannot be larger than the original starting bid in the
State of South Carolina, regardless of the final bid price and when the property was
redeemed. The process of evaluating and analyzing the data could be automated via
calculations in software such as Excel or more advanced computing algorithms, based on
the desired outcomes of the investor. Instituting an economic-mathematical model could
give the investor a competitive advantage over the competition at the auctions (Kurakova
& Khomyak, 2016).

Game theory can be used to help predict the actions of one’s opponents
(Kurakova & Khomyak, 2016). Mathematical models and calculations combined with
logic can yield a viable strategy for auctions (Chen, 2022). Auctions, in general, are
competitive where bidders are forbidden to collude. Delinquent tax sales include a
significant amount of incomplete information unless the bidder has physically visited
each possible location and completed thorough research about the property to be sold at
auction. Ambiguity and noncooperation are key aspects of game theory (Morcillo, 2021).

An important part of game theory was to understand the basis of why participants

behave how they do based on the strategies they have adopted (Kurakova & Khomyak,
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2016). All auctions are a type of game in which participants that have viable strategies
mated with information about the auction process and property being bid on are more
likely to benefit economically (Josheski & Karamazova, 2021). The benefits that lead to
successful auctions are grounded in the three fundamentals of game theory consisting of
the bidders, the economic or personal value of the property, and the strategies employed
by the participants (Lin, 2022). These benefits are not just monetary in the form of
interest earned from a redeemed property or the proceeds from the sale of property in
which a deed was earned, while the prepared bidder will also limit their overall spending
on properties that have the desired ROI.

The creation of a model and the resulting analysis will provide insight into the
behavior of the high bidders, leading to strategies that may maximize overall returns,
either from interest or taking possession of property. The resulting relationships and
regression model will be used to investigate primary factors that impact high bid values
for properties that are redeemed as well as not redeemed (Berawi et al., 2018). A more
detailed account that could be used for a regression analysis would be to evaluate the
unique characteristics specific to each property. This would include the type, quality,
number of structures, condition of the property, access to paved roads, availability of
utilities, and a host of other subjective attributes (Berawi et al., 2018). These
characteristics are summed up in the Market Value calculation, as determined by the
county assessor and made available to the public via county records located at each
county’s courthouse. The records are available through each county’s website. Having a

formal appraisal of the property shortly before the auction represents the closest
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assessment to actual market value, but it was too timely and costly to be performed on
many properties for a possible investor, given that the list of properties set to go to
auction was published 3 weeks before the sale date. Of the initial list, approximately 50%
can be redeemed before the auction. Without using a timely appraisal of the property
using either a cost, income, or market-comparison approach, the model that was created
uses the best information available, but is not necessarily the most accurate due to the
amount of time that has lapsed between the tax assessor’s valuation and the tax sale
(Chenetal., 2017).

The maximum price paid for each property may not always take into account past
pricing from previous sales, but will be considered by veteran participants that have
attended the tax sale in earlier years (Sirghi et al., 2016). The value of land was
determined by the relationship between supply and demand in the land market and the
land’s location, physical structure, and surrounding area (Berawi et al., 2018). In
Florence County, over the last five auctions held, the auctioneer will ask how many
people are present for the first time at most events. In general, approximately 1/3 to 1/2
are attending for the first time, which will impact their bidding due to the lack of
knowledge from past demand pricing and how the auction was conducted (Sirghi et al.,
2016). First-time bidders, being more inexperienced at auctions than those that participate
frequently, are more likely to suffer a “winner’s curse,” a form of cognitive dissonance,
should they be the high bidder of a property (Jiang, 2021). New bidders during an

English auction, such as what was conducted in South Carolina, may feel this way as
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their final, high bid, exceeds all other bidders that have more experience with auctions,
property assessments, and the formulation of strategies.

A key consideration of investors was the relationship between the market value of
the land only as well as those of the existing assets physically located on the property
(Mangialardo & Micelli, 2020). Without adequate background, many potential investors
may not realize the risks involved when participating in a tax sale. While investors may
understand the marketability of the property, the restrictions of a tax deed compared to a
General Warranty Deed, having funds on the day of the sale equal to their high bid,
waiting a year and a day to earn the tax deed, and earning interest only to the amount of
the initial bid, there may be risks that they are not familiar with. For example, Greenspan
(2019) discusses the scenario in which a property owner files for bankruptcy before the
conclusion of the redemption period. Courts in Illinois have upheld that should the
homeowner file for bankruptcy projection the tax deed will not immediately pass to the
high bidder (Greenspan, 2019). While the likelihood of this occurring may be low, the
projection it affords the homeowner and the possible financial impact assumed by the
high bidder was significant. A review of the 2019 delinquent tax sale for Florence
County, South Carolina, shows that in a small urban area of approximately 0.5 square
miles, the majority of the city blocks had one or more properties with a structure on it
being auctioned at the 2019 tax sale. In this area of the city, many of the buildings
represented a liability to the potential investor due to the severe deferred maintenance and
even collapse of the roof, walls, or floor previously being part of a residential building.

Thus, the investor would correctly model the value or lack of value placed upon the
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existing structures, which in some instances would include the cost of demolition and
removal of the debris. Demolition was not only costly but also impacts the environment
where 20% of all toxic waste comes from buildings being razed (Mangialardo & Micelli,
2020). Given the cost to repair a structure versus the value of the property, which
includes its location in an economically depressed area, the real estate may have a very
low or negative economic value after all factors are considered. Developing a model that
quantifies a relationship between the property market value and the assets located on the
parcel was a key factor when calculating the overall value of the property and the
maximum bid price for the investor (Inman, 2017; Mangialardo & Micelli, 2020). The
model created in this study was not all-inclusive. For example, transaction costs
associated with the redemption of property obtained at the tax sale or the selling of the
property have not been included and may not always be taken into account when creating
a strategy (Baudry & Chassagnon, 2010). Examples of transaction costs, both implicit
and explicit, that are pertinent to this study can be defined as those leading up to the
auction and the auction itself as well as after the auction has been completed. Implicit
transaction costs leading up to the auction and at the auction include the time reviewing
weekly lists of properties to be auctioned, physically visiting different locations, time
away from work to attend the auction, typically two days. Explicit transaction costs
include the cost of fuel to visit properties, cost of fuel to go to the auction site, cost to
acquire a bidder number. Once the auction has been finalized, implicit transaction costs
include the time to return to courthouse and record-keeping for all bids in which the

investor had the highest bid. Explicit transaction costs examples are the value of the
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highest bid, recording fees, state fee, county fee, taxes for the current year, fuel cost to
return to courthouse, marketing and selling of the property with realtor and attorney fees,
or for sale by owner.
Summary and Conclusions

Chapter 2 of this quantitative, nonexperimental, explanatory correlational research
study included a description of the major study themes and their relevance. Creating an
optimum model to create economic value from the delinquent tax sale process in South
Carolina was shown to require many inputs for different investors, but with common
themes shared by all bidders. Understanding the history of government-mandated
auctions provides a framework of how and why the State of South Carolina carries out its
public and fiscal duties of confiscating private real estate for taxes owed but does not
retain an interest in the property unless there are no bids (South Carolina Code of Laws,
Title 12, Taxation, n.d.). For a model to be created, the type of auction method used must
be understood so the proper variables can be introduced. Auction strategies vary with the
type of auction, but also with the end goal as a focus. Bidding strategies are shown to
differ should the investor want a large payout, potentially bidding higher but with the risk
of the original property owner redeeming, thus being left with a return/interest rate less
than the maximum offered by the county. The calculation for the maximum bid (Bidmax)
for an investor wanting the maximum payout on a tax sale property expected to be
redeemed was calculated by having the maximum bid price equal to:

Bidmax = Bidstart /0.1