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Abstract

Rural Policy and

SessiOn Number XXX1H ségsioﬁ Title Recreatlonal Development
-From Farm to Playground -- Changlng Land Uses and Communlty Impacts Due to Rec-

reatlonal Suble|5|on Development

Bart Eleveld and Roger P Slndt Texas Real Estate Research Center Texas A&M
. ‘ UnlverSIty

Recreational'and scenic amenities attract rural subdivision develbpers in
many areas.’ The effects on the rural communlty are both economic and socnolog-
"ical in nature. Plannlng and research in both discipllnes can help prevent po-‘

a

tentlal problems and make subdnvnsuons an asset to the orugnnaﬁ rural populatlon.



‘ FROM FARM TO PLAYGROUND ==
CHANGlNG LAND USES AND. COMMUNITY IMPACTS
DUE TO RURAL RECREATIONAL SUBDIVISION DEVELOPMENT

hSince thejearlyrslktles, land subdivlsion andiitsimarketlnolhaVe'been”
»l_growing in scope -- both geographlcally and‘economlcally,- The psychologlcal .
appeal and hence the advertns:ng appeal for subduvnsnon sales in rural areas’
'haspalways:hadArecreatlonal over tones comblned with generous doses ofvlnveste'.fd

‘ment'and escapismfattractlons'. As a result (or more llkely by desugn), the

'greatest percentage of buyers of Jots have been reS|dents of urban and subur- o

ban areas. But whlle the buyers have been from the cnty, the land lnvolved -
» has been almost exclu5|vely rural
' Whlle buyers of rural recreatlonal propertles are dlrectly affected by

‘thelr purchases, the development of rural subdnvnsnons also has |mpacts on o

o those who l|ve and work in the area before, durlng and after the subd:v1suons_

- are'created These effects on the orlglnal permanent p0pulat|on are of

1nterest to agrlcultural economists, rural development specaallsts, rural
' socnologlsts, governmental planners and resource economlsts.v’:‘j-
| The purpose of thlS paper is to dlscuss socnal and economlc effects of
'Arural recreatlonal subd:vnsron development on farmers-and other memberS'of b'
.the{rural community |nformation'on these'effects'should be‘useful‘atntheEE”':
local level and as such, research on many problems will be unlque for each‘_
local area. Other problems,.such as land use,: are snmllar in all rural areas:.
experiencing subdtv1snon development It is hoped that thls paper w111 be a;‘
catalyst cau51ng more specnfnc research to be accomplnshed on the effects on

communnty'developments and land use problems assoc1ated W|th rural subdnvnsnon



development

| Impressnons and data sources used forvthls‘paper were prlmarlly obtalned -
'from personal |nterv1ews conducted W|th recreatlonal land developers durlng
 the summeruof‘l97&fmAWhlle_the»area sampled-was llmlted to w;thln Texas-and
theAnumber:of‘developers.lnterviewedrués small,vthepfindlngs can be'génera]_

~ ized to'most other areas offthe»U.S.

Statewide Magnltude:and»Scope'of Recreational Subdivision

" The term:“recreatlonal'subdlvlslohs“’ln,thls paper refersbto subdivESlons
' located'pnimarlly ln rural areas“Abften”theSe subdlvislons”areiintIUenced orv
-onsp:red by a lake or other ”natural” recreatlonal amenlty and are developed

to accommodate lelsure llVlng, use aslretlrement property, second homes or
. other nonurban resndentnal or speculatlve uses. ’. o
| Slnce l968 developers of subdnvnsnons wuth 50 or more lots, any of whlch are
less than 5 acres in snze, have been requnred to reglster thenr offerlngs wnth'
HUD's offlce of lnterstate Land Sales Reglstratlon (OILSR) The preponderance

'pf OlLSR flllngs |s of the general type llsted in the prevnous paragraph ABya
January lO l97h there were a total of 656 reglstered fllnngs in Texas,ilnclud- '
ing over. 7l7 000 lots in over 876 000 acres (Ragatz, p 502) Many recreational
'subd|v1510ns were developed and sold out prlor to the lnterstate Land Sales Full

8 l/

: Dlsclosure Act (lLSFDA) of l96 Many subsequent subdlv15|on developments
: have escaped the reglstratnon requnrements through elther legal exemptlons
- or by |llegal evaS|on.; Ragatz (p 62A) estlmates ‘the total number of recrea- 3
tlonal lots in the nation may actually exceed 5 tumes the number of reglstered
- l

hones. Applynng thlS proportlon to Texas suggests that there may be as many as

3.5 mlllion recreational lots in thls.state. ;(To emphaslze'the sngn|f|cance yv_.-



’of thlS estimate |t xmplaes that nearly one recreatlonal subdnvnslon lot ex!sts
:for each household in Texas (using 1970 u. S Census of Populatlon flgures)
The snze of nndnv:dual developments ranges from under 50 acres to almost
'j200 000 acres.-. The degree to whlch these rural subd|v15|ons have been built =
hout for . resudent:al purposes is hlghly varlable Aggregatlng all lots |n our
sample of 38 subdnvusuons showed that only 6. 56% of the lots haVe resndences
’bullt or placed on them.. For |nd|v1dually sampled subdlvnsuons the percentagev_-.
of lots wuth a home or: mobule home placed on the lot ranged from zero to 57%
'The hlgher bunld-out rates were generally those subdnvnsuons whlch allowed
'placement of moblle homes.. |
Usually it |s the presence of a. recreatlonal and/or scenic amenltvahach .
attracts the development of recreatlonal subdnvns:ons. Thus the maJorlty of
'ﬁTexas recreatlonal subduvnsuons can be found ln close proxlmlty to elther the :
- Gulf Coast, the maJor man-made reservonrsg/ or the Hlll Country of Central |
ﬁ Texas., | _: :;%» | |
| While:the recreatiOnal:or‘scenlc‘amenity hay be-directlyiresPonslble'for '
.the'effects which wefdiscuss in thislpaper,.it ls the development'of subdivlslons-
'jwhlch generally makes these effects tanglble to the local communltles Thus;' -
vwhen a recreatnonal attractlon is- created this concurrently creates a: potentlal

supply of subdnvnsnons in the area. When land is actually purchased for thls_

' purpose, the exnstlng demand is satlsfued and the potential effects beg:n to be vf .

L reallzed;

~ Potential Effects on Farmers and'Rural'Communitles

" The major potentlal impacts which subdlvlsion-development.is}llke]y'to



brlng to rural communltleslcan be grouped |nto the followang categorles'
'a.vxr151ng land values, _t- | -
?h; ichanglng land uses;v::
'c;'fr151ng property tax hase;‘
'tjd.lgnncreased demand for publ:c and’ prnvate servuces; and
he;‘ichanglng populatlon mix. |
tWhnle thewabove changes are obvuously unterrelated parts of a more com? N

plex process of change in the nature of the communnty, we wull separate them

for dlscussnon punposes.

%‘RlSlng Land Values'.:

- The: most obvnous change whlch accompanies rural recreatuonal subd|v15|on
development is a rlse ln land values.y Basic” locatlon theory suggests that the
'-dlstrnbutlon, rate’ and magnitude at whlch prlces may rise |s largely dependent

'upon the dlstance of ‘the’ land from the largest market for SUblelSlon lots.\
. Althoughﬁrecneatlonal-lots may havena llmlted.marketiamong local,resndents,
1:the,majpr}tygoffthe3buyers.(ln‘lexas)ucome_from large urban-metropolltaniareas
‘(such;as‘Dallasg‘ét.,WQrth{nHouston,_San'Antonio,;Austln),t‘Closer'proxlmity o
tO“these.large”markets.means that a potentialluserwwould haVefa lesser’trans-
'portatlon cost -im both dollars and time;. therefore, the demand would be greater
“than. for‘a snmllar Tot further away from the prlmary market..
‘Within any local recreatlonal subdnvnsuon area the hlghest land prlces
"wull generally be. for parcels |mmed1ately adJacent to the partlcular scenic or
. recreatlonal attractlon whlch the locatlon possesses and wrll decllne sub-

stantlally away from the attractlon. In avmore 'general statement, thlS'would '



mean”that\land value for recreatlonal subdivlsiOns |s a functlon of dlstance
from the nearest large populatnon center and distance from the scenxc orrx
Srecreatnonal attractlon. | |
*Figure'l.lllustrates this land ualue relationship baSed.on proximity to a
- large'populatlon"center and a‘scenlc or recreatlonal amenity‘ln an ordinal sense
(for.c0nuenlence_in:lllustration'lakes:are used). 1t suggests‘that landvvalues,
a;e hlgher around a recreatlonal or sceniC'attraction'and that tnls'”ringﬁ of
_nigher landvvalues is botn”hlgheruand wider:the closer thei”lake“ is to a larée

city;.

_ Changnng Land Uses
The lmpact of rnssng land values on local land use has a range of possnble
outcomes lncludung.

'l. local land sales to subdnvns:on developer -- rapld land use
"change from current use to recreational;

F;ZQ local land sales to speculator -~ land ldled for speculatlve
apprecuatlon ‘in value; and

3. no immediate land. use change -- may or may not lnvolve owner— ‘
 ship changes. o : S

Except‘for land'immediately‘converted to subdivision use,:theAeconomicall
~ course for other potentially affected land would be to maxlmlze net returns‘

- over the*holdlng perlod. This would lndlcate keeplng the land in productlve

- use to offset at least part of the fixed costs of holdlng 'However, much of'
lthe land Wthh is held for speculatlve purposesllsvremoved from production.
'One‘reason is that the expectatlon_of'large speculative Qains, coupled‘mlth the'
'marglna]jcosts of keeping the:land ln production (in terms of tlme,vmoneytand |

'management) may exceedAthe'marginal return. .Another,‘and possibly more



INCREASE IN.LAND VALUE DUE TO
 RECREATIONAL OR SCENIC AMENITY .

lake

DISTANCE TO NEAREST
LARGE POPULATION CENTER

Figure 1. Relatlonshlp of |ncreased land values to distance from nearest large population,center and
distance from a recreatnona] or scenic amenlty g .



‘.important reason;‘is that some.forms of ownership,:sUCh as a llmlted.partnershlp,

l may preclude recenvnng a "passnve” income . stream to be ellglble for taxatlon o
.-as a partnershlp (Levn, 1975) |

Another lmportant land use lmplacatlon is the relatxve lrreverS|b|l|ty of
‘subdnvnsnon development. Paulson (l972) descrlbes many remote recreatlonal sub-
divlslons Whieh 'despite.a large proportlon of sold lots,uhave few resndents. |
' Should another land use (elther publlc or prlvate) become feas:ble, assembllng
lnnumerable lots would be extremely dlfflcult through ordlnary market purchase.

,(See A. M.yWoodruff (1974) for a discussion of urban assembly problems,)

L |
~Rising Property Tax Base

Closely ‘associated wnth rising land.values |nfluenced by subdivision de- .
'velopment are rnsnng property tax bases. How closely the tax revenue lncrease
is correlated with land value increases is tempered by several factors.i Flrst,
the degree to which assessed‘valuations reflect market values will have much
"to do with the growth of the tax base ‘Assessed valuations often do not,approach
market values of property. Second,'and related to the flrst polnt, frequent'
reevaluations of assessed'values are'necessary to'capitallze on rlslng land{‘.
“values if tax revenues are tolkeep up with. rIS|ng land prlces. |
The largest potentlal ‘revenue ganns are to be found |n the subdnvusuons
.rather than on4land around the.subd:vusnons, ‘Even afterponly minimal nmprove-
.ments havevbeen made; the value of a given amount of land in subdivided lots
mould generally.be"higher than an equivalent area-oﬁ raw landl Generally.land‘
is assessed at or near the market- value for raw land.untrl lots have.been‘

platted for recordv At that time assessment may be made based on the value of



“the land‘as subdivision lots.-

One of the greatest criticisms:of_ad‘valorem property taxes in rurai‘areas
with rising land vaiues is‘that it forces farmers out of business. Whether it
is the higher tax or the expectation of apprecnation and assocnated higher

.opportunlty costs that prevent the owner from. keeping the land in agricu]turai
productlon is open to much debate. |

A measure of the role that taxes piay ln‘cauSIng land use changes might
weli be the success that dlfferentlai assessment has in keeplng land |n its
farming use; Hady and Sibold (l97h, pp. 10-11) argue that differential assess-
ment will haVe little effeet when farmers are offered prices which far exceed
the value of theit 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 Servuces

Recreational subdsvnsnon deveiopment can lncrease the demand for‘both
pubiic and private services in the local areas. The increased demand for pub-
lic services will be affected by the following conditioning factors -

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

2. Public type services provnded by subdivision deveiopers will
amellorate the demand

3. The age distrlbution, 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 increase in demand are: = road

maintenance, schools (primary, secondary and junior colleges), hospital and



‘other health servnces, fire protectnon and pollce protectnon. ~$ome of these
‘services are funded by taxnng authorltles and others are not.- Althoughhaddi-
: tlonal tax revenues are brought in by the subdnvusuons, the addltlona] services
demanded may exceed the revenues. Each local area needs;to make a unlque deter-
mgnatlon in this regard. Tillson et.al. (1972)vand,Brown'(]970)-have demonstrated
case study aporoaches‘toveva]uating.whether recreational‘subdivisions“wiil pay

for theiadditfonal Services they wiflbneed. To the extent that providing some
. of the publlc services above is optlonal local taxnng authorltles may be able
to minimize added cost effects on the orlglna] local populatlon.

Demands for private ‘services create somewhat dlfferent questions for the
local COmmunity; ‘The problem for’focal'areas_is one ofumaximizing the amount of
economic benefits-uhichiaccrue to the local areas.' The degree to which outside
money spent by new prlmary -and secondary residents stays in. the local -area de-
“pends in part on the aggressnveness of local merchants -and bullders in- satnsfy-.
|ng their demands for private servsces.. A lack of initiative by,local’buslness-
f men will eventually leadvtodoutsiderS‘establishing'thevnecessary service facfl-_
ities and conseduently»many of. the potentia]‘economic benefits,will flow:back
out of the area. One'potential problem that the authors foresee:is,that-new
resndents may comoete for limited loanable funds in local Iendang lnstltutlons.:
This is partlally caused by Iarge C|ty Iendlng |nst|tut|ons retlcence-to loant'

funds for home,constructlon in localities outslde of their normal business area.

Changlng Populatton MIX

One last area- of concern to rural populatlons is the effect of recreatlonal

subd:vusuon development on the composntton of the local populatlon mlx.. Thls



becomes |ncreas|ngly lmportant when prlmary resndentlal settlement beglns to
occur at a'sngnlflrant rate. If a subd|V|5|on does evolve lnto a permanent

"resndence area of some proportlon,vlt can be safely assumed that most of these

’ ~new resndents wnll be urbanltes who may have dlfferent demographlc characterls-

‘-‘tlcs than the local populatlon One reason that the change in. populatlon ;s .

i{
: lmportant is that d;fferent representatlon by elected offncnals may be demanded

' or*nnntnated Urbanltes may vote dlfferently on local issues than rural or .
small town’ resndents.v o | | |

Buyers of recreatlonal subdlvislon'lots arergenerally more‘affluentithan
the' surroundlng rural populatlon Some, partlcularly those who can afford to 
.bu11d homes in these subdlvasons; mlght even be called super affluent. It |sv
'Apossuble that exposure to these affluent and changed llfestyles could have an
effect on the expectatnons of the orlglnal rural resndents, espec:ally the

A : -

. young people ' There may, therfore, be some very nmportant long term socno-'

loglcal effects on the. local commun:ty and |ts development.

'Summar t"v

Recreatlonalu;ubdivlslon’developmentphas beenﬂan:lmportant influence on

l the»rural scene ln the-U:S;'and TeXasﬁfor*the'lasthlorto lBeyearsi Slgnlflcant ”
amounts of land have been’ converted from agrncultural forest and other exten-'
s:ve uses to resudentlal,.speculatlve or other lntenscve uses. Althougharesrden-
tial use’ofvsome kind seems implied when land is subdivlded' onlyha small per- . -
centage of lots sn recreatlonal subdnvusuons are so utlllzed Some areas,-;:\

, however, do have a hlgh buuld-out rate and a sngnlflcant populatlon of both

part tlme and full tnme res:dents who use thelr propertles in these locatlons.

10



The presence of the subd1v1s:ons have many effects <~ some potentaal
b ! . -
others already manlfest ~-- on the orlglnal local populatnon and land area.‘ The
most lmportant condltlon:ng factor on the effects of subduvnsaon development is
locatlon ~-= proxtmlty to large populatlon centers., A parttcular subdlvasuon
may have a greater effect on the local area |f the developer makes |t attrac-
,‘tlve enough for hlgher than usual usage by the lot owners.x Thus, there-are |
. examples of subdnvnsnons whlch desplte belng far dlstant from a maJor popula-V‘
tion center, stull may have a greater effect on the surroundlng local area than
"those which are closer In. | |

Dlscussnon of effects of . recreatlonal sudeV|5|ons was grouped into flvev
maJor cla55|f|catlon5' rising land values, changlng land uses, .rising property.
"tax base, :ncreased demand for publlc and prlvate servnces, and a changlng
populatlon mlx; lt was noted that . these effects have dlfferent manrfestat;ons
ln any'given'local area. The purpose of thlS paper was to suggest areasbof
|nterest for local planners and offncnals and to |dent|fy subJects whlch may
hlend themselves to further, more detalled research in speC|f|c locatlons

Land value effects were postulated to be lnfluenced strongly’ by ‘two loca-v
tional factors._ dustance (in terms of tlme and transportatlon costs) from the o
;‘nearest large urban‘populatnon'center and dnstance from the recreatlonal and/orb
scenlc attraction._ The- closer to elther one, the hlgher would be the land
values.t ngher land values may result in land use changes even before land is
converted to subduv1snon uses due to flnanc1al characterlstlcs of the farmers
'|nbclose proxlmaty to‘the scenrc or recreatlonal attractlonf'g

Closely related to thefland,valueseare the ad valorem taxes levied agalnst

- n



'uthe‘OWnerS'of land.b While it is not completely clear whether increased taxes
accelerate land use changes, ltrcan at léast be'said that they coincide with
them. As land ‘uses change and land values increase, however, local taxing
authorities experience an |ncreaSIng property tax base and can expect higher ,ﬁl
'revenues.' - . |
Qoncurrent with inCreasing tax revenues, hdwever; may be angincrease in '

demand for pUblic services; Road. maintenance and additional school children
areithe biggest potential drain on local taxing authorities. Whether the addi-
utional‘costs4will'exceed‘the additional revenues.depends mostly'on the number
: of'lotbowners who.build residences for primarv_home use and the efficiency~of:
-thehtaging juriSdiction to discover,.aSSess and tax the value:added'by the rec-
reational_imprOVements.' | |

vDemands for private services are also.likely to increase when reSidences
are built in subdzvnsnons, creatlng economlc opportunlties for the orlginal

local population New reS|dents may, however, be in competltion with local

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

w:]l also be in competltlon for a gtven amount of available services which to
the extent that adJustments can 't be made ln the short run, ‘may cause the entlre
area s‘cost‘of living to escalate. e

| 'lncreased‘residential“use'of subdivisions will also change the population

mix of local communities. Demographlc characteristlcs of new’ resadents may be

different as well as polltlcal and socnal expectatlons. This has,obV|ous sngnlf-‘

rcance-for representatlon by elected off|c1als. Exposure to the relative -

affluence of these newcomers may have undetermined but significant sociological

'12‘



impact on the origfna],population.'

Implications

tv Probably the effect that‘causes-the mOstvpublic concern among'farmerslandv:
ffhe ‘remainder of the rural community is‘the risfngrtaxes'associated with'the:
‘:lncreases ln land values;' Whether farmers are prematurely forced to sell thelr
land because of |ncreased taxes or not, the fact that the . two events often N
.conncude is worthy.of-con51derable attentlon. ;Proponents:of Iand use measures‘
;‘often cite disappearing.farmland due’to high*taxes as a justfficationﬂforione |
measure or another.v It seems loglca] ‘that causallty should be more flrmly
‘establ:shed before programs are |nut|ated If land is being sold before |t
is ready for deve]opment for reasons other than the hngh taxes (because of
<add|t|onal wealth for nnstance), then efforts to defer or relleve taxation on
iagrlcultural ]and wouldn t have much effect on Iand use- changes..“
School offncuals in dlstr|cts wnth recreatlonal subdnvnsnons need to re-l
. main knowledgeable of the age composntlon of the new permanent populatnon in
.these areas to be prepared for addmlonal school enrollments. Tlmely reappraisaf
_of property assessments wuthln these subdnvnsnons can help to offset the costs

of addltlonal students The same holds true for other local government services

bas We]l Before acceptnng dedlcated property, county offncnals should carefully

~

o budget the expected addltlonal costs and balance them agalnst addlttonal revenues.

A]though_recreatlonal,subd4ytsnon,development in ruralvareas.has many_v
effects on_the'locai‘community, the}effects needn't;necessarily be entire]yc

negatiyevor disruptive.v By knowing the potential changes whfch can oCcur, by

13



;p]annlng for them and taking advantage of them, even dlrectlng and guldlng
them in some lnstances, members of the local communlty can do much to turn-
events to ‘their advantage and can at least minimize some of the potentlal plt'

fal]s of extensnve subd;vnsnon development.

14



Footnotes
1/>f” R S S _ e
Title XIV of Public Law 90-448, 82 Stat. 590, 15 U.S.C. 1701. The Act was -
substantively revised effective December 1,1973. See Federal Register, -
Vol. 38, Number ]70;'Part ll,jSeptember.Q, 197#;”, - o

Only one of the maJor Texas Iakes (Caddo Lake) is a “natural" lake. - The
, remalnder are man made : : : v S
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