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From Farm to Playground:-- Changing Land Uses and Community Impacts DLie to Rec-

. reat i ona 1 · Subd iv is ion Deve 1 opment 

Bart Eleveld and Roger P. Sindt; Texas Real Estate Research Center, Texas A&M 
University 

. Recreational and scenic amenities attract rural subdivision developers in. 

many areas. The effects on the rural community are both .economic and sociolog­

ical in nature. Planning and research in both disciplines can help prevent po-
. . 

tential problems and make subdivisions an asset to the original rural population. 



-~ 

. FROM FARM TO PLAYGROUND ;.._ . . 

' .· . 

CHANGING LAND USES AND COMMUNITY· IMPACTS 

DUE TO RURAL RECREATIONAL SUBDIVISION DEVELOPMENT 

Since the early sixties, land subdivision and its .marketing have been 

growing in scope -- both geographically and economically. The psychological 

appeal and hence the advertising appeal for subdJvision sales in rural areas 

has always had recreational overtones combined with generous doses of inve~t;.. 

ment and escapism attractions. As a result (or more likely by design), the 

greatest percentage of buyers of lots have been· residents of urban and subur-

ban areas. But while the buyers have been from the city, the land involved 

has been a"tmost exclusively rural. 

While buyers of rurai recreational properties are directly affected by 
I 

their purchases, the development of rural subdivisions also has. impacts on 

those wh<;> live and work in the area before, during and after the subdivisjons 

are crec1ted. These effects on the original, permanent population are of 

interest to agricultural economists, rural development specialists, rural 

sociologists, governmental plc1nners and resource economists. 

The purpose of this paper is to discuss social and economic effects of 

rural recreational subdivision development on farmers and other members of 

the rura 1 community. . Information .on these effects should be useful at the. · · · 

local level, and, as such, research on many problems wil 1 be unique for each 

local area. Other problems, such as land use, are. similar in all rural areas 

experiencing subdivision development. · It is hoped that th1s paper will be a 

catalyst causing more specific research to be accomplished on the effects on 

community developments and land use problems associated with rural subdivision 



development. 

Impressions and data sources used. forth.is paper were primarily obtained 

from personal ~nterviews conducted with recreational land develoRers during 

the summer of 1974 .. While the area sampled was 1 imited to within Texas and 

the .number of developE:rs intervi~wed was small, the findings can be general­

ized to most other areas of the U.S. 

Statewide Magnitude ·and Scope of Retreat i oha I Subdivision 

The term ."recreational subdivisions" in this paper refers to subdivisions 
. . - . . 

located primarily in rural areas. Often these subdivisions are influenced or 

. inspfred by a lake or other 11natu~a1 11 recreational amenity and are developed 

to accommodate lei sure 1 iv i ng, use as retirement pr<?perty, second homes or 
. : . . . ' . 

other nonurban residential or speculative uses. 

Since 1968developers of subdivisions with 50 or more lots, any of which are 

less th~n 5 ac'res in s'ize, have been required to register their off~ringswith 

HUD's office of Interstate Land Sales Registration (OILSR). 
. J . . 

The preponderance 
·. ·.· .; '. . ,:, .. _ . 

pf OILSR f i 1 ings is of the general ·type 1 isted in the previous paragraph. By 

January 10, 1974~ there were a total of 656 registered fi 1 ings in Texas, includ­

ing over 717,000 Jots in over 876,000 acres (Rag{:ltz, p. 502). Many recreational 
. . 

subdivisions were developed and sold out prior to the Interstate Land Sales Full 
. . . . . . ·.' . . ·. 1/ ·. 

Disclosure Act· (ILSFDA) of 1968.--- Many subsequent subdivision developments 
. . 

have escaped.the registration requirements thro~gheither l~gal exemptions 
. . 

or by illegal evasion. Ragatz (p. 6.2A) estimates the total number of recrea-

tional lots in the nationma; ~ctually exceed 5 Jimes the number of registered 
I . . . . . . 

·ones. Applying this proportion to Texas suggests that.there may be as many as 

3.5 million recreational lots in this state. (To emphasize the significance 
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of this estimate it implies that nearly one recreational subdivision lot exists 

for each household ln Texas (using 1970 U.S. Census of. Population figures). 

The size of individual developments ranges from under 50 acres to almos·t 

200,000 acres. The degree.to which these rural subdivisions have been built 
. . 

out for residential purposes is highly variable •. Aggregating all lots in our 

sample of 38 subdivisions· showed that only 6.56% of the lots have residences 
. . ·. . 

built or placed on them. Tor individually ~ampled subdivisions the percerttage 

of lots with a home or mobile home placed on the lot ranged from zero to 57%. 

The higher build-out rates were generally those subdivisions which al lowed. 

p 1 acemen t of mob i 1 e homes. 

Usually it is the presence of a recreational and/or scenic amenity which 

attracts the development of recreational subdivisions.· Thus the majority of 

Texas' recreational subdivisions can be found in close prox-imity to either the 
. .• 2/ . . . . . . . • 

Gulf Coast;:, the major man-made reservoirs- or the Hill Country of Central 

Texas. 

While the recreational or sceni~ amenity may be d-irectly responsible for 

the effects which we discuss. in this paper, i.t is. the development of subdivisions· 

which generally makes these effects tangible to the loca_lcommunities. Thus, 

when a recreational attraction is created, this concurrently creates a pot;:ential 

supply of subdivisions in the area. When land is actually purchased for this 

purpose, the existing demand is satisfied and the potential effects begin to be 

rea 1 i zed. 

Potential Effects on Farmers and Rural Communities 

The major potential impacts which subdivision development is likely to 
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bring to rural communities can be grouped into the following categories: 

· a • r i s i n g 1 a nd v a 1 u es ; 

b .. changing land uses; 

c. risirig property tax base; 

d. increased demand for public and private services; and 

e. changing population mix. 
. ·. 

While the above changes are obviously .interrelated parts of a more com-
// . . 

plex process of change in the nature of the community, we will separate them 

for discussion purposes. 

R i sl·rlg .· Land ·Values • 

Th_eniost obvi·ous change,which_accompan1es·rural recreattonal subdivision 

development is a Tise in. land values. Basic location theory suggests that the 

distributi.on, rate and magnitude at which prices may ri.s.e is" largely dependent 

upon the distance of the land from the largest market for subdivision Jots. 

Although r.e.creational lots may have a 1 imited market among local residents, 

tflemaJorlty of_the buyers (in Texas) come from large urban-metropolitan areas 

· (sucfL as Dallas, Ft. Worth, Houston, San Antonio, Aus.tin) •. ·. Clos.er proximity 

to thes·e large m_arkets means that a potential user would have ·a lesser trans­

portation cost in both dollars and time; therefore; the demand would be greater 

than. for'a similar lo.t further away from.the primary market. 

Within any local recreational subdivision area the highest land prices 

will generally be for parcels immediately adjacent to the particular scenic or 

recreational attract ion which the location possesses and wi 11 dee) ine sub-

stantial Jy away from the attraction. In a more general statement, this would 
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mean that',land value for recreat-ional subdivisions is a function of distance 

froin the nearest large population Center and distance from the scenic or 

recreational attraction. 

·Figure l illustrates this land value relationship based on proximity to a 
. . . 

large population center and a sc.enic or recreational amenity in an ordinal sense 

(for con~enience in illustration lakes are used). It suggests that land values 

are higher around a recreational or scenic attraction and that this 11 ririg 11 of 

higher land values is both higher and wider the closer the lllake11 is to a large 

City •. 

Changing Land Uses 

The impact of rising land values on local land use has a range of possible 

outcomes inc 1 ud i ng: · 
. . . 

1. local land sales to subdivision developer -- rapid land use 
change from current use to recreat i ona 1; 

.2. local land sales to speculator -- 1and idled for speculative 
appreciation in v,alue; and 

3. no immediate land use change -- may or may not involve owner;. 
ship changes. 

Except for land immediately converted to subdivis.ion use, the economical 
. . 

course for other potentially affected land would be to maximize net returns 

over the holding period; This.would indicate keeping the land in productive 

· use to offset at least part of the fixed costs of hoJding. However, 111uch of 

the land which.is held forspeculativep(urposes is removed from production. 

One reason is that the expectation of large speculative gains, coupled with the• 

marginal costs of keeping the land in production (in terms of time, ~oney and 

management) may exceed.th~ marginal return .. Another, and possibly more 
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important reason, is that some forms of ownership, such as a limited partnership; , 
.. 

may preclude receiving a 11passive11 income stream to be eligible for taxation 

as a partnership (Levi, 1975). · 

Ariother importa~t land use implication is the relative irreversibility of 

subdivision development. Paulson (1972) describes many remote recreational sub­

divisions which, despite a large proportion of sold lots, have few residents. 

Should another land use (either public or private} become feasible, assembling 

innumerable lots would be extremely difficult through ordinary market purchase. 

(~ee A. M. Woodruff (1974) for a discussion of urban assembly problems.) 

I 
Rising Pfoperty Tax Base 

Closely associated with tising land valu~s influenced by subdivtsio~ de-

velopment are rising property tax bases. How closely the tax revenue increase 

is correlated with land value increases is tempered by several factors. First, 

the degree t6 which assessed valuations reflect market Values will have.much 

to do with .the gr·owth of the tax base. Assessed va 1 uat ions often do not approach 

market values of property. Second, and related to the fi~st point, frequerit 

reevaluations of assessed values are. necessary to capitalize on rising land 

values if tax revenues are to keep up with iis1ng land pri~es. 

The latgest potential revenue gains ~re to be fourid in the subdivisibns 

. rathet than on land around the subdivisions. Even afteronly minimal improve­

ment.shave been made, the value of a given amount of lan'd in subdivided lots 

would generally behigher than an equivalent area of raw land. Generally land 

is assessed at or near the ~arket value for raw land until lots have been 

platted for record. At that time assessment may be made based on the value of 
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the land as subdivision 1ots. 

One of the greatest criticisms of ad va1orem property taxes in rural areas 

with rising land values is that it forces farmers out of business. Whether it 

is the higher tax or the expectation of appreciation and associated higher 

opportunity costs that prevent the owner from keeping the land in agricultural 

production is open to much debate, 

A measure of the role that taxes play in causing land use changes might 

well be the success that differential assessment has in keeping land in its 

farming use. Hady and Sibold (1974, pp. 10-11) argue that differential assess­

ment will have little effect when farmers are offered prices which far exceed 

the value of their land in its agricultural use. Reiss (1975) also presents 

some convincing arguments against the effectiveness of property tax relief 

measures alone as a deterrent to land use changes. 

Increased Demand for Public and Private Services 

Recreational subdivision development can increase the demand for both 

public and private services in the local areas. The increased demand for pub­

lic services will be affected by the following conditioning factors. 

1. Increased use of property for either permanent or secondary 
homes will change the mix of demand and may increase it. 

2. Public type services provided by subdivision developers will 
ameltorate the demand. 

3, The age distribution, family makeup and utilization patterns 
of new residents in recreational subdivisions will determine 
which services experience an increase in demand. 

The public services which experience an incr~ase in demand are: road 

maintenance, schools (primary, secondary and junior colleges), hospital and 
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other health services, fire protec_tion and police protection. Some of these 

services are funded by taxing authorities and others ~re not~ Although addi­

tional tax revenues are brought Jn by the subdivisions, the additional services 

demanded may exceed the revenues. Each loca 1 area needs. to make a unique deter­

mination in this regard. Tillson et.al. 0972) and. Brown (1970) have demonstrated 

case study approaches to evaluating whether recreational subdivisions will pay 

for the additional .servi.ces they will need. To the extent that providing some 

of .the public servic.es above is optional, local taxing authorities may be able 

to minimize added cost effects on the oiiginal local population. 

Demands for private 1services create somewhat different questions for the 

local community. The problem for loca.1 areas is one of maximizing the amount of 

economic benefits which accrue to the local areas. The degree to which outside 

money spent by new primary and secondary residents stays in the local area de­

pends in part '.On the aggressiveness of local merchants and builders in-satisfy­

ing their demands for piivate servlces. A lack of initiative by local business­

men will eventually lead to outsiders establishing the necessary service facil­

ities and consequently many of the potential economic benefits will flow back 

out of the area. One potential problem that the authors foresee is that new 

residents may compete for limited loanable funds in local lending institutions.·• 

This is partially caused by large city lending institutions• reticence to loan 

funds for home .construction in localities outside of their ndrma] business area~ 

Changing Population Mix 

One last area of concern to rural populations is the effect of recrea~ional 

subdivision development on the composition of the local population mix; This 
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becomes increasingly important when primary residential settlement begins to· 

occur at a ·5 ign if ic:ant rate. If a subd iv is i.on does evolve· 'into a permanent 

residence area of some proportion, it can _be safely assumed that most of these 

new residents will be urbanites who may have different demographic characteris­

tics than the local population. One reason that the change in population is 
.I 

important is that different representation by elected officials may be demanded 

or initiated. Urbanites may vote differently on local issues than rural or 

small town resfdents. 

Buyers of recreational subdlvlsion lots are generally more affluent ihan 

the surrounding rural population. Some; particularly those who can afford to 

bui1cf homes in these subdivisons, might even be called super affluent. It is 
' ' 

possible that exposure.to these affluent and changed lifestyles could have an 
. . ·.. . 

effect on the expectationsof the original rural residents, especially the 

young people.· There may, therfore, be some very important long-:-term socio-
. . . . 

logical effects on the local community and its development. 

Summary 

Recreationahsubd.ivision development has been an important influence on 

the rural scene in the u~s. and Texas for the last 10 to 15 years~ Signfricant 

amounts of .land- have been converted from agricultural, forest and other exten­

sive use.s to residential, speculative or other intensive uses. Although resi'den-

tial use of some kind seems implied when land is subdivided, only a small per-

centage of lots ln recreational subdivisions are so uti-1 ized. ·. Some areas, 

: -

however, do.have a high build-out rate and a significant population of both 

j?art-time and full-time residents who use their properties in these locations. 

10 



The_presence of the subdivisions hav~ many effects~- some potentral, 

others already manifeit -- on the original local population and land area. The 

most important ~onditioning factor on the effects. of subdivision development is 

location -- prox.imi,ty to large population centers. A particular subdivision 

may have a greater effect on the local area if the developer makes it attrac­

tive enough for higher than usual usage by the lot owners .. Thus, there are 

examples of subdivisions which, d~spite being far distant from a major popula­

tion center, still may have a greater effect on the surrounding local area than 

those which are closer in. 

Discussion of effects of recreational subdivisions was grouped into five 

maj6r classitications: rislng land values, changing land uses, rising property 

tax base, increased demand for publicand private services, and a changing 

population mix. It was noted that these effects have different manirfestations, 

iri any given local area; The purposeQf this paper was to suggest areas of 

interest for local 'planners and officials and to identify subjects which may 

lend themselves to further, more detailed research in specific locations. 

Land value effects were postulated to be influenced strongly by two loca­

tional factors: distance (in terms of time and transportation costs) from the 

nearest large urban population center and distance from the recreational and/or 

scenic attraction. The closer to either one, the higher would be _the land 

values. Higher land values may result in land use changes even before Jarid is 

converted to subdivision uses due to financial characteristiis of the farmers 

in close proximity.to the scenic or recreati6nal attraction; 

Closely related to the land values are the .ad valorem taxes levied against 

11 



the owners of land. While it is not completely clear whether increased taxes 

accelerate land use changes, it can at least be said that they coincide with 

them. As land uses change and land values increase, however, local taxing 

authorities experience an increasing property tax base and can expect; higher 

revenues. 

Concurrent with increasing tax revenues, however, may be an increase in 

demand for pub 1 i c services. Road maintenance and. add it i ona I schoo 1 chi ld'ren 

are the biggest polential drain on local taxing au_thorities. Whether the addi­

tional costs will exceed the additional revenues.depends mostly on the number 

of 1 ot owners who bu i 1 d residences for pi"i mary home use and the efficiency of · 

the taxing jurisdiction to discover, asses.sand tax the value added by the rec­

reat iona 1 _ improvements. 

Demands for private services are also likely to increase when residences 

are built in subdivisions, creating economic opportunities for the original 

local population,, New residents may, however, be in competition with local 

farmers and merchants for credit from local lending institutions. New residents 

will also be in competition for a given amount of available services which, to 

. the extent that adjustments can't be made in the short run, may cause.the entire 

area's cost of living to escalate. 

Increased residential use of subdivisions wi 11 also change t.he population 

mix of local communities. · Demographic characteri'stics of new residents may be 

different as well as pplitical and social expectations .. This has obvious signif­

icance for representation by elected offiC-ials. Exposure to the relative 

affluence of these newcomers, may have undetermined but significant sociological 
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' ,. 
impact on the original .pcipula'tion. 

lmpl ications · 

Probably the effect that causes the most public concern among farmers _and 

the remainder of the rural community is the rising taxes associated with the· 

· increases in land values. r Whether farmers are p~ematurely forced to sell their· 
- . . ·. . 

land be~~se of increased taxes or no't~. the fact that the. two events often 
' ' ' 

. coincide is wo_rthy. of· considerable at tent ion. Proponents. of land use measures 

often cite disappearing farmland due to high taxes a:s ajustificatlon-foron~ 

measure or another •. It seems logical 'that ca1:1sal ity should be more firmly 

e·stabl ished before programs are initiated. H land is being ·sold before it 

is ready for_ development for. reasons other than the high taxes (because of 

additio•nal weal th for instance)~ then efforts to defer or ·relieve taxation on 

·agricultural .land wouldn't have\much effect on land-use·.changes~ 

School officials i.n districts w1ith recreational subdivisions need to re-

. majn knowledgeable of the age composition of the new permanent population· in 

these areas to be prepar.ed for additional school enrollments. Timely reappraisal 

of property assessments within these subdivisions can help to offse·t the costs 

of additional students. The same holds tn.1e f~r other local government services 

as well. · Before accepting .dedicated property, county officials Should carefully 

budg~t the expected additional ·costs and balance.them against addi~ional revenues. 

Although recreational .subd.ivisiori_ development in rural areas has many 
. . ,. ' 

effects on ttie local community, the-effects needn't ,necessarily be entirely. 

' negath,:e or disruptive. By knowing the potential changes which can occur, by 
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.· p_lanning for them and taking advantase of th.em, even directing arid guiding 

them in some instances, members of the loca_l communjty can do much to turn· 
. . ~ 

' - . . . . . . , . 

events to their advantage and can at least minimize some of the potential pit-

falls of extensive subdivision development. 

.·(\ 
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Footnotes 

Title XIV of Pµblic law 90~448·, 82 Stat. 590~ 15 U.S.C. l701. 
substantively revised effective December 1.,1973. :See Federal 
Vo L 38, Number 170, Par-t 11, September 4, 1974. 

2/. 

The Act was 
Register, 

- ·only orie of·the major Texas lakes (Caddo Lake) ls a 11natural 11 lake •. ·· The 
.remainder are man;,.mad~~ 

'· 
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