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Benate Bill No. 1461

CHAPTER 1658

LY
An act to add Chapter 12 (commencing at Section 6950) to
Division 7 of Title 1 of the Government Code, relating tao
the purchase of interests in real property by counties and
cities and to the preservation of opem spases and areas for
public use and emjoyment.

{Approved by Governor July 7, 1959, Flled with
Secretary of State July 8, 1959.]

The people of the State of Californie do enact as follows:

Section 1. Chapter 12 (commencing at Section 6950) ia
added to Division 7 of Title 1 of the Government Code, to
read:

CaaPTER 12. PURCHASE OF INTERESTS
AND RigHTS IN REAL PROPERTY

6950. It is the intent of the legislature in enacting this
chapter to provide a means whereby any county or city may
acquire, by purchase, gift, grant, bequest, devise, lease or
otherwise, and through the expenditure of publie funds, the
fee or any lesser interest or right in real property in order to
preserve, through limitation of their future use, open spaces
and areas for public use and enjoyment.

6951. The Legislature finds that the rapid growth and
spread of urban development is encroaching upon, or eliminat-
ing, many open areas and spaces of varied size and character,
including many having significant scenie or esthetic values,
which areas and spaces if preserved and maintained in their
present open state would constitute important pbysical, social,
esthetic or economic assets to existing or impending urban and
metropolitan development.

6952. The Legislature hereby declares that it is necessary
for sound and proper urban and metropolitan development,
and in the public interest of the people of this State for any
county or city td expend or advance public funds for, or to
accept by, purchase, gift, grant, bequest, devise, lease or
otherwise, the fee or any lesser interest or right in real prop-
erty to acquire, maintain, improve, protect, limit the future
use of or otherwise conserve open spaces and areas within their
respective jurisdictions.

6953. The Legmlature further declares that the aequisition
of interests or rights in real preperty for the preservation of
open spaces and areas constitutes a publis purpose for which
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public funds may be expended or advanced, and that any
county or city may acquire, by purchase, gift, grant, bequest,
devise, lease or otherwise, the fee or any lesser interest, devel-
opment right, easement, covenant or other contractual right
necessary to achieve the purposes of this chapter. Any county
or eity may also acquire the fee to any property for the pur-
pose of conveying or leasing said property back to its original
owner or other person under such covenants or other contrae
tual arrangements as will limit the future use of the property
in accordance with the purposes of this chapter.

6354. For the purposes of this chapter an ‘‘open space’’ or
‘‘open area’’ is any space or area charaeterized by (1) great
natural scenic beauty or (2) whose existing openness, natural
eondition, or present state of use, if retained. would enhanee
the present or potential value of abutting or surrounding
urban developrent, or would maintain or enhance the con-
servation of natural or scenic resources.




UNIVERSITY OF HAWAII
COLLEGE OF AGRICULTURE

HAWAII AGRICULTURAL EXPERIMENT STATION
HONOLULU 14, HAWAII
February 6, 1961

Representative Thomas P, Gill
House of Representatives
State of Hawaii

Iolani Palace

Honolulu, Hawaii

Dear Representative Gill:

This letter is in answer to the copy addressed to me of your letter to
Mr. F. Nunns of January 23, 1961, in which you asked the following question:
"What is the measurable difference in economic effect on the State of Hawaii
between putting a given amount of prime agricultural land to agricultural use
(e.g. sugar) and putting that same land into subdivision use?"

To my knowledge there exists no analysis of the question you ask within
the Hawaiian setting. The best bibliographic source for this type of problem
is: Elizagbeth Gould Davis, et al, Urbanization and Ghaugids
bibliography of selected references 1950-58, U. S. DeP&rtMet A1 X
Miscellaneous Publication No. 825, May 1960, 212 pp. (avallable in our files).

In this letter the question of whether to use prime agricultural land for
sugar production or for urban subdivision is discussed with regard to:

1. Value per acre;
2. Economic effect on the state;
3. Profitability to the landowner.

1. Comparison of the value of one acre of prime agricultural land when used
for sugar and for urban subdivision, respectively.

It is first assumed that one acre of prime agricultural land located
between Wahiawa and Waipahu on the island of Oahu is a part of a 10,000-acre
plantation and used to grow sugar. In a normal year (1957), the returns
from sugar products on the three largest sugar plantations on Oahu averaged
$900 per acre of cultivated sugar land.
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Of this total return, 40 percent does not stay in Hawaii, but is immediately
spent outside of the state in the form of purchases of materials, equipment,
shipping services, etc. The remaining 60 percent of $900 or $540 become
income within the state in the form of wages and salaries, interest, rent,
profit taxes, etc.

The expected future income stream in perpetuity of $540 per year can be
discounted for the purpose of calculating the present value per acre of
this land. The discount rate to be used depends on the opinion of the
estimator regarding the certainty of the continuation of this income stream
and the chances for its increase or decline. With discount rates ranging
from 3 to 6 percent, the value per acre is as follows:

Present value
Discount rate of one acre

3% $18,000
4% 13,500
5% 10,800
6% 9,000

A leading land subdivider and a recognized real estate man from Honolulu
were asked to give their estimate of the value of this land for subdivision
use. The land was supposed to be sold as one 10,000-acre piece and was bare
sugar land without subdivision improvements. Both men gave an estimate of
$10,000 per acre. If located above Waialua instead of between Waipahu and
Wahiawa, the value per acre was reduced to $8,000 because of the greater
distance of the property from Honolulu and Pearl Harbor.

In summary: At the present time, the value of prime agricultural land,
if used for sugar production, compares favorably with the purchase price
offered by real estate interests for the same land used for urban
subdivision purposes, when sold in large blocks.

The economic effect on the State of Hawaii of subdividing prime agricultural
land into urban subdivisions.

Hawaii has to export in order to pay for its imports. The state's export
industries are limited. In terms of gross '"exports,™ agriculture is the
second largest "industry' in Hawaii, the military services being in first
place.

Every acre of prime agricultural land shifted from sugar production to
urban subdivisions except when used for industrial or tourist purposes,
will reduce state exports by $900 per year in perpetuity. Effects of
shifting to non-agricultural uses land used for more labor intensive crops
such as vegetables would be even more serious.
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Residential subdivisions are not only export reducing, but import consuming.
At the present stage of the state's economic development, a shift of
substantial amounts of prime agricultural land into non-agricultural
subdivisions would reduce the strength of the Hawaiian economy and the
standard of living of the people residing in the state.

Fortunately, Oahu has sufficient non-agricultural and marginal agricultural
land which could be used for urban subdivision without hurting agriculture.

Conclusions: Subdividing agricultural land would have a measurable adverse
effect on the economy of the state.

Profitability from the point of view of the landowner of using prime
agricultural land for urban subdivision instead of for sugar production.

In a capitalistic economy like ours, a landowner will (and should) use his
land for the highest paying use unless restricted from doing so by public
action. Under present conditions, an annual rent of $70 per year may be
assumed for prime sugar land. The present value of an expected future income
stream in perpetuity of $70 per annum ranges from $1,200 to $2,300 depending
on whether a discount rate of 6 or 3 percent is used. Obviously, a landowner
must choose to use his land for subdivision rather than for sugar production
because it is worth $10,000 for subdivision, but only $2,300 at best for sugar
use.,

Conclusion: The private landowner would have an economic advantage in using
prime agricultural land for subdivision rather than sugar production.

Thus, the question of optimum use of prime agricultural land on Oahu depends
on the point of view from which it is considered. The state would be interested
in keeping the land in agriculture while the private landowner would want to
subdivide it for non-agricultural use. Public action is required to keep Oahu's
prime agricultural land in their highest use from the point of view of the people
of Hawaii. Planning and legislation are needed to keep prime agricultural land
in agriculture and to divert urban subdivisions to non-agricultural or marginal
agricultural land.

In view of the short time available, the answer to your question had
necessarily to be given on the basis of insufficient and incomplete data and
information. A more complete investigation of the problem seems desirable,
particularly a study of the percentages of total gross returns in every one of
Hawaii's major "export industries,'" which remain long enough in the state to do
us any good.

I discussed the question you asked with several people in the College of
Tropical Agriculture and in the Land Study Bureau of the University of Hawaii.
Some of their suggestions are included here, but the responsibility for the
statements made is my own.

Sincerely yours,

[ty

Perry F. Philipp
Agricultural Economist




UNIVERSITY OF HAWAII

HONOLULU 14, HAWAII

LAND STUDY BUREAU February 10, 1961

Honorable Thomas P. Gill
Majority Floor Leader
House of Representatives
First State Legislature
Iolani Palace

Honolulu, Hawaii

Dear Mr., Gill:

Reference is made to your letter of January 23, 1961, requesting
information in support of ''greenbelt" legislation. Specifically, you request
knowledge of a meaningful analysis of the measurable effect on the State of
Hawaii between putting a given amount of prime agricultural land to agricul-
tural use (i.e. sugar) and putting that same land to subdivision use,

To my knowledge, no such analysis exists for Hawaii. However, the lack of
a local analysis does not indicate the extent of the interest and research in
other areas.

Before addressing my comments to your specific request, may I call your
attention to a few of many publications concerned with urban growth and compe-
tition for rural lands. The first is U.S. Department of Agriculture Miscella-
neous Publication No. 825 entitled Urbanization and Changing Land Uses. This
publication is an annotated bibliography of some 1300 selected references
published during the period 1950-58. The second is another U.S. Department
of Agriculture publication--the 1958 Yearbook, Land. I would especially like
to call your attention to two articles in this book: "Urban expansion--will
it ever stop?" by M. Mason Gaffney and "Planning for the new land frontier"
by Hugh A. Johnson. Finally, I would like to mention a book entitled Agricul-
ture and Urban Growth--A Study of the Competition for Rural Land by G. P.
Wibberley. This reference deals with the problem of urban expansion into the
agricultural areas of England. 1In the area of zoning, this book is especially
pertinent because of the long history of zoning experience in Great Britain and
because of certain similarities in conditions in England and Hawaii. All of
these references are available at the Bureau.

There are other references too which I feel should be mentioned. One is
an article by J. T. Ward entitled "The Siting of Urban Development on Agricul-
tural Land" and published in the Journal of Agricultural Economics of December
1957. The other is a series of two articles written by Jack Lessinger and
published in Land Economics in May and August of 1958. These articles are
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entitled "Exclusive Agricultural Zoning: An Appraisal. 1I. Agricultural
Shortages. 1II. Comparative Advantages." I have not had the opportunity to
review these articles carefully, but they do seem pertinent to the problem
at hand.

The matter of urban growth and agricultural zoning is a complex one,
particularly if it is to be effectively and properly handled. Certainly it
is a matter which deserves much more thought and research than has been
expended in the discussion which follows and within the time limitation of
your request.

"Greenbelt" zoning has been considered in its limited meaning, that is as
a device to protect agriculture rather than as a device to provide for open
spaces and good architectural landscape design as well,

I believe there is much merit in reviewing some of the pertinent points
gleaned from a hurried perusal of the references. It should be clearly indi-
cated here that this is not a complete review of the reference materials,

The first pertinent point, a point stressed many times, is the recognized
need for up-to-date and accurate knowledge of the land-use situation in the
area under consideration. Before zoning determinations can be properly
made, responsible persons must have full knowledge of the amount of land in
urban use, in agricultural use or lying idle. They must know too the overall
pattern of land-use.

Knowledge of land-use trends is also important. What is the rate of change
in land-use? How much agricultural land passed into urban use over the past
decade? During the past year?

Another point, which is stressed, is to determine the kind of agricultural
economy each island and the State should have. Should Hawaii be more self-
sufficient with respect to agricultural needs? Should more local production
be encouraged and should this production be more diversified. Suffice it to
say, enough land must be kept in agriculture to produce the food which is in
the economic and social interest of the State to produce. Will zoning of agri-
cultural land, according to the present state of knowledge, provide this desired
agricultural situation?

I would like to quote here from page 24 of Wibberley's book:

"Finally, much more attention needs to be given to the constructive
side of rural/urban land competition. There can be too much worrying
about the difficulties and dangers of losing large areas of agricul-
tural land to non-agricultural purposes. This occurs when the argu-
ment is left on a defensive basis and when the community does not,
at the same time, check that good use is being made of the remainder
of its rural land. 1In most areas and in most countries there is
land now uncultivated which could at a cost be brought into agri-
cultural cultivation."
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While technological advances make possible increased agricultural produc-
tion, even on a smaller supply of land, food needs are increasing because of
changes in consumption habits and improvement in the standard of living. This
relationship between the number of people to be fed and the amount of land
needed to feed them is not a straightforward one.

Changes are not only occurring in our needs and desires for agricultural
land but in our desires for urban and industrial lands as well. Today, resi-
dences and factory buildings are mostly single-story structures. Residential
lots are generally larger in size. Factory and industrial buildings are
developed with lots of space about them for parking, proper lighting and even
some landscape improvements, Improved transportation and communication facili-
ties have made "“spreading out" possible. Business and industry is no longer
crowded into the heart of the city.

Most of the decisions made with regard to land-use needs or changes are
based upon expectations of population growth. Aside from the normal challenge
of the accuracy of population projections, it is worthwhile to consider the
increasing demand for space by human beings. The urban space requirement per
capita is rising. It is important to remember also that population forecasts
only tell something of the volume of '"need" not the effective demand for urban
use., In this respect, two sources of demand are temporary and may "muddy the
water" with regard to more permanent sources of demand. One is demand premised
on anticipation of rising land prices, and the second is demand generated by
investment in construction. Both of these are unstable and somewhat misleading.

Without land control or planning, the use to which a piece of land is put
is finally decided by the price which is offered for it. In situations in-
volving competition between a farmer and industrialist, the farmer will be
quickly outpriced. This is also somewhat true in competitive situations be-.
tween farmers and urban developers.

Expected changes in land-use or delays in development of sites set aside
for a specific use give rise to wastage. 1In areas where strong pressures exist
to expand urban use into farm areas, farm operators in the affected area tend
to become less efficient either because of the uncertainty of their future or
because they intend to dispose of their holdings when the profit situation is
best for them. On the other hand, some lands may lie idle in areas set aside
for urban development because plans or commitments do not exist for use of all
this land. If urban development is allowed to grow like "topsy", it spreads
out along existing transportation routes. As a result, it becomes difficult
and expensive to provide the required utility and police services. Further-
more, interest and attention is diverted from cities, resulting in a sort of
deterioration or "internal decay". Agricultural zoning provides a limit to
urban sprawl.

Uncontrolled or unplanned urban growth may isolate agricultural land and
make it difficult to farm. Or, it may "nibble" away at the farm area or unit
until management or continuance of the farm operation becomes impossible or
extremely inefficient or difficult. Each portion of a farm, or the farm itself,
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may not have the same significance to the farm economy. Consequently, the loss
of each particular unit does not have the same significance to the agricultural
situation,

One fact of particular importance in decisions of best land-use is to
remember that best use is relative rather than absolute. Best use can and will
change over time as prices, hence values, and social desires change. Conse-
quently, land-use decisions should reflect the real situation as established
over a number of years rather than a point in time.

. It is general knowledge that agricultural lands vary in their capacity to
produce different agricultural crops. These same lands require different
capital outlays if they are put to a nonagricultural use. The decision as to
the proper use of a piece of land will thus depend not only upon its produc-
tivity but the productivity and costs of development of alternative sites.

Under existing land values, particularly on QOahu, it appears that it would )
be difficult to say no to a change from agricultural to nonagricultural use--
unless public welfare is brought into the picture. The problem thus becomes
one of selecting which of the agricultural areas should be given up and which
should be retained in agriculture. On a purely physical suitability basis, the
prime agricultural lands should of course be retained in that use as long as
feasible.

In this discussion of the impact of urban growth om agricultural land, it
is also important to consider the practical possibilities of bringing new land
into agricultural use to replace lands lost to nonagricultural use, Such new
lands would probably occur mauka of the present margin of cultivation, lands
which are at present in the forest reserves or in grazing use.

Then too, there is a possibility of creating new lands through a program
of reclamation of reef lands. Much research has already been done in the area
of submerged land reclamation on the Island of Oahu by the State Planning
Office.

I would like to close this general discussion with several quotations.
The first two of these are from "Urban expansion--will it ever stop?" by M.
Mason Gaffney:

"Urban land commands a premium, too, as a place to reside. For living,
as for business, its advantage is access to a wide selection of oppor-
tunities and associations.

"Although it need not be fertile, or flat, or even dry, good urban land
is scarce, The value of land for urban functions depends upon its
location relative to transportation, resources, and markets. Large-
scale producers attach a special premium to the best lands, as they
require access to the widest markets for economical operations. Being
large, they also require large areas, so that competition for the best
land is extremely keen."
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"The urban expansion bears critical watching, however,

"Are efficient cities evolving--cities that distribute goods with
minimum time, motion, and cost?

"Are cities swallowing much more farmland than they need?

"Above all, does the pattern of urban expansion contain the same ele-
ments of instability that have brought most previous land booms to
collapse?

"To answer these questions, it is necessary to analyze the process of
urban expansion more closely."

Finally, a statement by Hugh A. Johnson in his article "Planning for the
new land frontier'":

"Dr. Walrath concluded (in a urban-rural area study in Wisconsin)
that zoning had provided relatively little control in development
of nonfarm uses: Zoning often was only a slight obstacle to be
overcome when the owner decided to subdivide the land."

I would like to make a few specific comments about "greenbelting" in
Hawaii, especially as to the economic effect on the State of Hawaii between
putting a given amount of prime agricultural land to agricultural use (i.e.
sugar) and putting this same land into subdivision use.

Certain aspects of this problem are, I believe, already decided by the
situation that now exists. They are as follows:

1) Agriculture, particularly plantation agriculture, is an essential part
of the Hawaiian economy. Therefore, if zoning is required to insure its con-
tinuation, such action will probably be forthcoming in the interest of public
welfare, even though from the point of view of the individual owner®s profit
position a shift to nonagricultural use seems justified.

2) The problem of urban encroachment on agricultural lands exists pri-
marily on the Island of Oahu.

3) Some new areas are needed for urban expansion, but it has not been
shown that prime agricultural lands need be these areas. If urban expansion
can be accommodated on marginal or submarginal agricultural land, the State
will enjoy the benefits from improved use of these poorer lands.

4) Hawaii relies heavily on imports. To have a "balance of trade", the
State must have exports., The sugar industry is presently important in supplying
these exports.
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5) "Greenbelting'" designed to keep agriculture on the better agricultural
lands should embrace substantial acreages of land. Withdrawals of small acre-
ages for urban use may be replaced by other suitable but presently unused land
or be compensated for by increased production on the remaining agricultural
land.

6) The economic effect on the State of Hawaii of urban development on
prime agricultural land will be greatest if industrial rather than residential
subdivisions are involved.

To arrive at a "measurable difference" in economic effect on the State of
Hawaii from putting prime agricultural land into agricultural and nonagricul-
tural uses, personal discussions were held with members of the Agricultural
Economics Department of the University and with private contractors. In addi-
tion, available data on sugar production costs and returns were studied as time
allowed. Most of the findings have been presented to you in a letter from
Dr. Perry Philipp, along with his interpretations of their meaning. I would
like to add my thoughts too,

Annual reports of Oahu's sugar companies show that over the past few years
gross incomes (per acre) have varied between $750 and $900. Further study
shows also that about 55 percent of this income ($410 to $500) remains in
Hawaii as wages, taxes, rent, etc.

The economic effect on the State of Hawail of keeping prime agricultural
lands in sugar cane production is the present worth of all these future semi-
gross incomes.

In the capitalization process, the interest rate is important, 1If the
going market rate of 6 percent is used, present value is about $6,800 to $8,300
per acre., Viewed from a long-term point of view, perhaps a lower rate of dis-
count should be used. With an interest rate of 4 percent, the present values
vary from $10,250 to $12,500.

The value of this same sugar cane land for subdivision use, when considered
in a large unit and without improvements, has been estimated at $10,000 an acre
in the area of Waipahu and $8,000 per acre near Waialua. These values are, of
course, much greater than the present value of all the future net incomes from
the land in sugar. It is my feeling that the value set on the land near Waipahu
might be conservative.

Land in subdivision use is unproductive., The value of the land in this
use will come to be measured by the value of the capital improvement thereon.
While land in subdivision use does mean higher taxes, the total contribution
to the economy of the State will, I believe, be less than in sugar production.

What do these figures mean? To me, they indicate that it is to the indi-
vidual landowner's advantage to dispose of his agricultural land for subdivision
use. However, from the viewpoint of the State of Hawaii, the prime agricultural
lands should be kept in sugar production.
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It does appear that some legislative action will be required by the
State to keep the prime agricultural lands in agriculture. Such action does
seem justified since nonagricultural and poorer agricultural lands are avail-
able on Oahu for urban development.

I realize this discussion does not provide a complete answer to your
inquiry. However, the result does indicate the desirability, and even the
necessity, for continued research in the area of "greenbelting".

\

Sincerely yours,

e L

Harold L. B er
Land Economist
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J JUSTIFICATION FOR THE CONDUCT OF PURSE SEINING TRIALS

Within the last few years a technological revolution has been occurring in
the West Coast tuna fishing industry. Of the two traditional methods employed
to capbure tuna; that is, live bait fishing and purse seining, vast improvements
trave been made in the latter method which eventually may render the live bait
vessels obsolete and non competitive,

The gear improvements responsible for this change are due primarily to tae
uvse of synthetic materials in the construction of the purse seines and the uue
of power blocks to handle the seines. The combined advantages of these innova-
tions have permitted not only the use of larger seines but have tremendously
improved fishing efficiency relative to the setting, pursing and retrieving of
the seine,

For Hawaii to remain within the highly competitive world tuna market and to
continue to produce camed tuna for export which, incidentally, is the only
finished fishery product now exported from the islands, it is essential that the
fishing industry here keep pace with developments occurring elsewhers. Considering
the present depressed condition of Hawaii's fishing industry, the necessary funds
to conduct developmental work cannot be found through private sources, It is
therefore recommended that the State pursue this matter by conducting certain purse
seining feasibility trials as provided in the proposed legislative Act.

Only in the pelagic fishery, particularly the aku fishery, can the potential
for vast expansion be readily foreseen. Should purse seining prove to be effec-
tive here as it is along the Vest Coast, an expansion of many, many fold can be
expected of the Hawaiian aku industry,
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STATE OF CALIFORNIA

Hepartment of Homee

STATE CAPITOL
SACRAMENTO 14

State Office of Planning

August 24, 1960

Mr., Frederick K. Nunns, Director
Land Study Bureau

University of Hawail

Honolulu 14, Hawaii

Dear Mr. Nunns:

Karl Belser has forwarded your request to me. While there has been ro 'report
to the California Legislature'" on development rights, the 1959 Gensral Session
did enact Chapter 1658 which has received considerable attention.

We enclose a copy of the law for your information. Although no rights or
easements have been purchased to date, several counties have negotiations
pending and we look to fuller uce of the law in the future. Several clari-
fying amendments will be introduced in the 1961 Session which, it is believed,
will remove some present reluctance on the part of parties to such agreements.
If there is any further information we can forward, please write to us.

Sincerely yours,

(N./)r. é"FM»-\

WILLIAM F. LIEMAN
Senior Planner

WFL:xrbd
enclosure
cc: Mr. Karl Belser




