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(Unnumbered joint order of 1969.

Ordered, That, the Legislative Research Council he directed to study the subject
matter of three proposed constitutional amendments relative to (1) the assessment
of agricultural land on the basis of its use (Senate, No. 1437 of 1969); (2) the pay-
ment by the commonwealth or its political subdivisions of the salaries of certain
teachers in private schools (Senate, No. 1439 of 1969) and (3) the mandatory re-
tirement of judges at age seventy and the recall of certain judges (House, No. 2244
of 1969), which have been agreed to for the first time by the General Court sitting
as a joint constitutional convention. Said Council shall file its factual reports
hereunder with the Clerk of the House not later than the last Wednesday of
February in the year nineteen hundred and seventy.

Adopted:

By the House of Representatives, in concurrence,
July 23, 1969.

the Senate, July 15, 1969

ORDER AUTHORIZING STUDY.
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To the Honorable Senate and House of Representatives:

Gentlemen : The Lesgislative Research Council submits here-
with a report prepared by the Legislative Research Bureau relative
to the assessment of agricultural land on the basis of its use (Senate,
No. 1437 of 1969). This report is based on an unnumbered joint
order of 1969 which referred three proposed constitutional amend-
ments, which were agreed to in the 1969 legislative session, to the
Legislative Research Council for study.

The Legislative Research Bureau is limited by statute to “statis-
tical research and fact-finding.” Hence, tins report contains no
recommendations. It does not necessarily reflect the opinions of the
undersigned members of the Council.

Respectfully submitted

Sen. Joseph D. Ward of Worcester,
Chairman

Rep. Joseph B. Walsh of Boston,
Vice Chairman.

Sen. Andrea F. Nuciforo of Berkshire.
Sen. John F. Parker of Bristol.
Sen. Allan F. Jones of Cape and Plymouth.
Rep. Joel S. Greenberg of Pittsfield.
Rep. Charles F. Flaherty, Jr. of Cambridge
Rep. David J. O’Connor of Boston.
Rep. Sidney Q. Curtiss of Sheffield.
Rep. Harrison Chadwick of Winchester.
Rep. J. Hilary Rockett of Marblehead.
Rep. Walter W. O’Brien of Raynham.
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LETTER OF TRANSMITTAL TO THE
SENATE AND HOUSE OF REPRESENTATIVES.

MEMBERS OF THE LEGISLATIVE RESEARCH COUNCIL.
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To the Members of the Legislative Research Council:
Gentlemen: The unnumbered joint order reprinted on the

inside of the front cover of this report required the Legislative
Research Council to study the proposed constitutional amendment
relative to authorizing the assessment of agricultural and horti-
cultural land according to use. (See Senate, No. 1437 of 1969.)

The Legislative Research Bureau submits herewith a report in
accordance with the above directive. Its scope and content have
been limited to statistical and fact-finding data, without recom-
mendations.

The preparation of this report was the primary responsibility of
Janet V. Smith of the Bureau staff.

Respectfully submitted,

LETTER OF TRANSMITTAL TO
THE LEGISLATIVE RESEARCH COUNCIL.

DANIEL M. O’SULLIVAN,
Director, Legislative Research Bureau.
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Origin and Scope.

An unnumbered joint order of 1969required the Legislative
Research Council to report on the subject matter of three
proposed constitutional amendments, agreed to in the 1969
legislative session. This study is concerned with the proposal
which calls for the assessment of agricultural and horticul-
tural land according to its use (Senate, No. 1437), which was
submitted by Senator John D. Earrus of Franklin and
Hampshire counties. It was adopted in joint session by a
vote of 221 to 22 and referred to the next session of the General
Court.

This report discusses (1) the needs and importance of
agriculture in Massachusetts; (2) taxation as a method of
land use control; (3) the experience of other states with use-
value assessment; and (4) the merits and drawbacks of three
use-value assessment methods.

Prior Proposals and Other Studies.
The Massachusetts Farm Bureau Federation began efforts

to change the law on agricultural land assessment in 1958.
Its 1958 bill calling for use-value assessment was not intro-
duced as a constitutional amendment and was modeled on a
Maryland statute. It was defeated as were similar 1966, 1967,
and 1968 proposals.

Studies authorized by the General Court have expressed
serious concern with the declining number of acres in farm
use and with a tax policy which assesses farmland based
upon factors other than the land’s value to the farmer as a
farm. In 1955, 1958, and 1966 special commission reports
recommended some form of use-value assessment and em-
phasized the importance of open space land to the public.

ASSESSMENT OF AGRICULTURAL LAND.

SUMMARY OF REPORT.
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Constitutional Requirements.
The state Constitution empowers the General Court to

levy reasonable and proportional assessments, rates, and
taxes on all inhabitants, residents, and estates within the
Commonwealth (Part 11, c. 1, s. 1, Art. IV). This uniformity
provision requires that all property be assessed at the same
rate and in proportion to its value. By law assessors must
assess all property at fair cash value (G. L. c. 59, s. 38). How-
ever, in practice assessment policy varies from one tax
district to another because it is dependent in large measure
on the amount of revenue needed for local government
operations.

In 1961 the Supreme Judicial Court ruled that assessment
of different types of real property at varying percentages of
fair cash value violated the constitutional requirement for
reasonable assessments and the statutory provision for
valuation at fair cash value (Bettigole v. Assessors of Spring-
Held, 343 Mass. 223). To comply with this pronouncement,
revaluation programs have been undertaken in about 200
Massachusetts cities and towns.

In 1968 and 1969 the General Court agreed to a proposed
constitutional amendment which would permit classification
of real property according to use. If approved by the voters
in the 1970 general election, the measure will preclude the
need for the amendment relative to farmland assessment.
Only forest land is classified now (Const., Amend., Art. XLI)
and thereby exempt from the statutory requirement of full
valuation (G. L. c. 61). Wild lands which are too infertile or
rocky to be agriculturally productive, but part of farm
acreage, are also exempt from assessment (G. L.
c. 61, s. 7).

Use-Value Assessment.
Preferential Assessment.

Preferential assessment values farmland according to its
use for agricultural purposes. With this method the value
of farmland for potential development is not taken into
consideration by the assessor. Careful consideration must be
given to what constitutes farmland and to computing use
value. This may require that the definition of farmland be
written into the law.
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Determination of the worth of land according to its use
may be accomplished by means of a capitalization of rents
or income formula which relates to soil type. In Connecti-
cut a capitalization of rents formula is used. Once major
crops are identified (shade tobacco, and nursery) and related
to a land classification table for example (Tillable A), use
value per acre is obtained by dividing the annual net rent
per acre by an appropriate interest rate. Another formula
would divide annual gross rent per acre by ten per cent. This
latter figure combines interest at six per cent plus taxes at
thiee per cent, and maintenance at one per cent. In New
Jersey classifications of soil types and the most common uses
of farmland are related to the net income produced by farm-
ing by county. This capitalization of income formula is
established annually by the State Farmland Evaluation Ad-
visory Committee

Deferred Taxation,

The deferred taxation method of use-value assessment
levies a “roll-back” tax, which is equal to the difference
between the amount paid on the basis of the use-value
assessment and that amount which would have been col-
lected had the land not been in farm use. The number of
years in which the difference in taxes is deferred varies from
state to state and some may require a low rate of interest
payment on the deferral. The purpose of this method is to
discourage speculators who would hold land for urban uses.
It provides local government with needed revenue when the
land may be developed for intensive uses.

Restrictive Agreements.
Preferential assessment and deferred taxation maintain

agricultural enterprise only where it exist. However, re-
strictive agreements enable land planning. Thus, land may
be devoted to farm use by means of an agreement between
the landowner and the local government. In return for use-
value assessment, he agrees not to change the use of his land.
On the other hand, the owner reserves the right to use the
land in ways not prohibited by the agreement. This plan is
most effective in preserving open space farmland when it is
the product of long range planning.
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Restrictive agreements may be too costly for local govern-
ments to forego potential tax revenue. Similar to zoning as
a method of land use control, restrictive agreements or con-
servation easements however are not as subject to political
pressure as zoning regulations.

Farmland Assessment in Massachusetts.
It has been the custom to assess agricultural land accord-

ing to its value as a farm until its use changed. However,
this practice has been ruled illegal by recent court decisions.
Farmland must now be assessed to reflect its market worth
if subdivided for residential, commercial or industrial use
Hence, the pending constitutional amendme
subject of this study, if ratified, would reverse this approach
and assess farmland on the basis of its primary

A 1964 study of farm real estate assessment in nine Massa-
chusetts communities showed that farms were under
assessed in about as many towns as they were over-assessed
The study noted that a switch to 100 per cent valuation
would mean a decrease in taxes where farmland assessments
were relatively high and a tax bill increase where farmland
was under-assessed. Currently, agricultural land valuations
range from $lO per acre up to $2,500 and $3,000 per acre.
Farm real estate taxes have risen steadily from $4.88 per acre

Massachusetts farmers benefit from other tax exemptions,
notably certain sales and excise taxes (G. L. c. 64H, s. 6;
c. 60A, s. 1; c. 90, s. 5; c. 59, s. SA; and c. 64A, s. 7A).

A 1969 statute clarified the possibilities for easements in
Massachusetts (c. 666). Conservation easements preserve

proval of the easement by the Mayor or City Council, Board
of Selectmen or town meeting and by the Commissioner of
Natural Resources. The easement is recorded in the Registry
of Deeds under a public restriction tract index or in the
registry district of the Land Court for the county where the

Agriculture in Massachusetts.

chusetts, about 235,000 acres are devoted to cropping. The
remainder is unimproved pasture land and woodlots.

in 1967 to $B.BO in 1967.

open space land and farmland. The law requires the ap-

land lies.

Of the approximately 900,000 acres of farmland in Massa-
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Massachusetts agricultural enterprise contributes an-
nually between $l5O to $lBO million to the state’s economy.
Farmers buy approximately $l2O million worth of supplies
and services, including labor. The remaining amount
of money is produced through the soil.

The most commercially important products are milk and
eggs, apples, cranberries, potatoes, and nursery products.
Substantial fluctuations have occurred in Massachusetts
farm income. Total cash receipts from all commodity groups
fell from $206 million in 1951 to $l6l million in 1988. They
increased progressively to a total of $l7O million in 1966.
Income from dairy products has stabilized at slightly under
$6O million per year, but income derived from poultry sales
has dropped significantly.

Farm production expenses have decreased from $l3B million
to $134 million between 1955 and 1966. The decline has
occurred in the purchase of feed, livestock, and labor.

A study done by Deane Lee of the University of Massachu-
setts relates urban growth to farm production. The preli-
minary report of his findings shows that over a 125-year span,
there has been little variation in the quantity of important
comodities produced. When population density reaches
about 700 persons per square mile, production begins to
decline. Milk production is the first to reflect this factor,
probably due to its land requirements.

Population growth over the last twenty years has occurred
within Standard Metropolitan Statistical Areas, but outside
of the central cities. Between 1950 and 1960 suburban area
population increased by about 49 per cent. Much of the
open space land consumed by suburban development was
cropland.

Less land is devoted to agricultural use in Massachusetts
today than twenty-five years ago. Land used chiefly for
crops totaled about 626,000 acres in 1945 but only about
235,000 acres in 1969. However, in the same time period, land
devoted to urban uses, highways, farmsteads, and to farm
roads and lanes increased from 733,000 acres to 1,141,000
acres. A planning study for the eastern Massachusetts
region prepared by the Metropolitan Area Planning Council
projected that without long range planning, a land shortage
is likely in the first years of the Twenty-First Century.
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New Jersey Farmland Assessment Act of 1964
The proposed constitutional amendment (Senate, No. 1437

of 1969) is based upon the New Jersey use-value amendment
which was adopted by the electorate in 1963 by a two to one
vote. That amendment authorized assessment of agricul-
tural land according to use and made provision for payment
of additional taxes when the use of the land changed. The
enabling legislation stipulated that land must have been
devoted to agricultural use for at least two successive years
immediately preceding the tax year in question and must
be at least five acres in area. To be eligible for assessment
under the Act, the gross sales of agricultural products pro-
duced on the land together with any payments received under
a soil conservation program must have averaged $5OO per year
during the two year period preceding the tax year in issue.

Guides for determining use-value are published annually
by the State Farmland Evaluation Advisory Committee. De-
termination of the amount of roll-back taxes payable is the
responsibility of the local assessor.

Authorities in New Jersey differ as to the effectiveness of
use-value assessment in preserving open space land in keep-
ing the farmer in business. A New Jersey Farm Bureau
representative estimated that prior to 1967 New Jersey had
been losing farms at a rate of 1,000 per year and that by 1968
this loss had been cut in half. He attributed this to the tax
factor. However, a tax official in New Jersey reported that
use-value assessment has only slowed the trend of conversion
of farmland to urban uses. There have been few administra-
tive problems with the law and the estimated cost of the new
assessment method to other property owners has been about
6.21 cents per 100 tax dollars.

Trend to Use-Value Assessment
Some form of use-value assessment is in operation or is

being considered in slightly more than half of the 50 states.
Of the 42 states which answered the Research Bureau ques-
tionnaire only four assessed all property uniformly and had
not considered use-value assessment (Ala. La., Ohio, and
Wyo.). Proposals for some form of use-value assessment,
notably preferential assessment, have been defeated recently
in three states (Ga., Mo., and N. D.).
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Preferential assessment is the rule in eleven states (Ark.,
Calif., Conn., Del., Fla., Ind., la., Md., N. M., S. 8., and
Tenn.). In California preservation of agricultural enter-
prise is tied to the maintenance of open space land. Only
land within agricultural preserves is assessed on the basis of
capitalized earning ability. Responsibility for carrying out
the program rests with local county government.

Nine states provide for deferred taxation features within
their use-valuation laws (Alaska, Ha., Ky., Minn., N. J.,
Ore., R. 1., Tex., and Utah). Proposals of this type await
final legislative or voter approval in Oklahoma, Virginia, and
Washington.

Hawaii Land Use Statute.
Preferential assessment and deferred taxation may be com-

bined with certain zoning requirements or provisions for
conservation easements. In Hawaii, the deferred taxation
method is closely tied to land use planning. There, the
Land Use Commission, created by law, establishes major
land use areas (urban, agricultural, rural, and conservation),
which counties may further restrict except in conservation
areas. The State Department of Taxation must consider
legally constituted land uses in making assessments. Per-
manent land use boundaries drawn in 1964 must be reviewed
every five years.

Any land owner who wants to use his land for farming and
have the land assessed according to use may request permis-
sion from the Director of the State Department of Taxation
to “dedicate” his land. Upon receiving approval, he may not
change the use of his land for a minimum period of ten years.
Agreements are subject to cancellation by either the owner
or the Director of Taxation upon five years’ notice after the
end of the fifth year.

Conservation Easements.
Some states combine preferential assessment or deferred

taxation with some form of long range land use planning
through conservation easements or the purchase of develop-
ment rights (Calif., Fla., Ha.). In Connecticut and Mary-
land, purchase of development rights enable open space
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preservation. In Pennsylvania, the means of preserving
open space land and assessing farmland is unique. Cate-
gories of land use prescribed legislatively may be adopted as
part of a municipal county, or regional plan. Counties may
enter into five year covenants with the owners of one of the
four categories of open space land. Covenants become effec-
tive upon court approval. Use of the land must be restricted
to open space for at least five years. Covenants are automa-
tically extended annually for an additional year. Land sub-
ject to a covenant is assessed at fair market value as it is
restricted by the covenant.

Unfortunately, there is little research to show whether or
not differential assessment is really effective in preserving
farmland in open space. The experience with restrictive
agreements in California indicates that the penalties are
strong enough so that all of the land subject to restrictions
is likely to remain in agriculture for ten years.

Thomas Hady of the U. S. Department of Agriculture,
Economic Research Service has studied the problem of rural-
urban fringe taxation for several years. He points out that,
if use-value assessment is effective in preserving farming and
farmland, planning is a most important consideration for
those states considering adoption of this method of valuation.

Agricultural Land and Tax Policy.
A 1953 special commission report on agricultural land use

listed five reasons for preserving agricultural land: (1) future
food supply; (2) national defense or emergency food supply;
(3) social value of “rugged individualism”; (4) preservation
of water supply; and (5) recreation. Clean air is an impor-
tant addition to this list. Green acres purify polluted air.

Undeveloped land and farmland benefits the public but
does not require additional government services, and hence
the extra tax money, that the same land would if it were de-
veloped for residential, commercial, or industrial uses.

Those who oppose preferential assessment feel that farmers
are speculators, who benefit from the rising value of their
land in the long run. Proponents of this view argue that a
tax shelter in the form of a lowered assessment gives farmers
special treatment not afforded other property owners. The
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deferred taxation method is an attempt to discourage specu-
lation and to provide needed revenue for new government
services at the time of development.

Those states who have had experience with some form of
use-value assessment have not studied the effect of it on
other property owners. However, the meagre information
available on this score reveals that the cost to the other types
of property owners is negligible. One drawback to use-value
assessment is the fact that it can require extra record-
keeping and research on the part of local assessors, if a
deferred taxation system is in operation.
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Origin of Study.
The legislative order requiring the Legislative Research Council

to report on the subject matter of a proposed constitutional amend-
ment on the assessment of agricultural land (Senate, No. 1437 (of
1969) was adopted by the Senate on July 15 and by the House of
Representatives, in concurrence, on July 23, 1969. Senator John D.
Barms of Franklin and Hampshire counties submitted the original
legislative amendment (Senate, No. 599 of 1969). Reported
favorably by the Judiciary Committee, it was considered in joint
session of the Senate and House of Representatives in May. On
June 18, the Committee on Bills in the Third Reading of the two
Houses, acting jointly, recommended a new draft of the proposed
amendment. The proposal was adopted by a vote of 221 to 22 and
referred to the next session of the General Court. The full text of
the proposed amendment is reprinted as Appendix A of this docu-
ment.

Prior Proposals.

The Massachusetts Farm Bureau Federation began efforts to
change the law on agricultural land assessment in 1958. A bill
submitted to the 1958 session of the General Court by the Farm
Bureau called for the assessment of farmland according to its
value for farming and not according to its speculative value on the
open market (Senate, No. 535 of 1958). It was not introduced as a
constitutional amendment but, if passed, would have raised some
questions of constitutionality. The bill was based on a Maryland
statute which was passed over the Governor’s veto. The Maryland
Tax Commission challenged the legality of the statute, which was
later ruled legal on the theory of exemption by the Attorney-General.
However, the Massachusetts bill was defeated in the House of
Representatives after passage by the Senate.

C&e Commontoealti) of 00a$saciuisetts

ASSESSMENT OF AGRICULTURAL LAND.

Chapter I. Introduction.
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In 1966 the Farm Bureau unsuccessfully petitioned the Legisla-
ture for a legislative amendment to the Constitution to permit
assessment of open land used for agriculture at a value related to
its use (Senate, No. 57). A similar proposal was made to the
General Court in 1967 but was not passed (Senate, No. 238). In
1968 a bill introduced by Representative Vernon Farnsworth of

Longmeadow would have directed local assessors to assess farmland
at no more than twenty per cent of fair market value. (House,
No. 2442). This proposal was also defeated.

Constitutional Requirements.
The Massachusetts Constitution gives the General Court power

to levy proportional and reasonable assessments, rates and taxes on
all inhabitants, residents, and estates within the Commonwealth
(Part 11, c. 1, § 1, Art. IV). This is the so-called uniformity provi-
sion, which, as applied to property, requires that all property be
assessed at the same rate and in proportion to its value. 1 By law
assessors must assess all property at fair cash value (G. L. c. 59,
§ 38). Although theoretically local taxing districts value property
uniformly, tax rates vary from one area to another because they
depend upon the amount of revenue needed for government
operations. 2

In 1961 the Supreme Judicial Court held that assessments based
on different valuations of varying classes of real estate and personal
property ranging from 50 per cent to 85 per cent of fair cash value
violated both the constitutional requirement for reasonable and
proportional assessments and the statutory provision for assess-
ment at fair cash value. 3 Assessment at a percentage of full cash
value was held to be illegal by a more recent Supreme Court deci-
sion.4 These and other judicial actions have resulted in the revalua-
tion programs undertaken by about 200 Massachusetts cities and
towns. The Special Commission to Develop a Master Tax Plan
gives a very complete discussion of constitutional taxing power in
its recent study (Senate, No. 126 of 1969).

1Legislative Research Council, Classification and Assessment of Real Property House
No. 5323 of 1909, p. 23.

2 Special Commission to Develop a Master Tax Plan, First Report Relative to Consti-
tutional Limits on the Tax Power, Senate, No. 126 of 1970, p. 32.

Bettigole v. Assessors of Springfield, 343 Masi
4 Bennett v. Board of Assessors of Whitman, 354 Mass. 239.
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The General Court in 1968 and in 1969 agreed to a proposed
constitutional amendment to permit the Legislature to classify real
property according to use. If approved by the voters in the 1970
general election, the measure will preclude the need for the amend-
ment relative to farmland assessment. At the present time only
forest land is classified under the Constitution (Amend., Art. XLI)
and thereby excluded from the fair cash valuation basis (G. L.
c. 61). Wild lands, too infertile to be agriculturally productive
but part of the acreage owned by a farmer, may also be exempt
from regular assessment (G. L. c. 61, § 7).

Other Studies.
In 1954 a Special Commission on Farm Taxation was authorized

to study the effect of state, county and local taxation on the agricul-
ture industry (Resolves of 1954, c. 120). The Commission’s report,
submitted to the General Court in 1955, stated that “in fairness to
the farmer, he should not be subject to increased taxation due to
increased valuations based upon factors other than the value to the
farmer as a farm.” 1

The Special Commission on Agricultural Land Use and Preserva-
tion of Farming reported to the Legislature in 1958 (Senate, No. 680
of 1958). This report, too, expressed concern with the decreasing
number of acres in farm use due to the spread of industrial and
residential development. It recognized that the real estate tax,
in effect, forced the farmer to convert his land to other uses. The
Commission recommended adoption of a bill, Senate, No. 235, then
before the General Court, which would have allowed the assessment
of farm land according to use.

This problem was taken up again in 1966 by a special commission.
In its report, the commission concluded that it was in the public
interest to “encourage the reservation of designated areas of farm-
land, forest land and open space land in their natural or open state
by reason of their value for conservation, recreation, agriculture,
forestry, water supply and for municipal, regional and state plan-
ning.” 2 The commission recommended some form of abatement
or a deferral of a portion of the real property tax on land classified
as open space land.

1 Special Commission on Farm Taxation, House, No. 2390 of 1955, p. 10.
2 Special Commission Established to Make an Investigation and Study Relative to the

Taxation of Forest Land, Farm Land and Open Space Land, House, No. 3769, p. 14.
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Ihe Legislative Research Council report on the proposed amend-
ment to classify real property devotes some attention to agricultural
exemptions (House, No. 5323 of 1969). The report does not settle
any controversy on this matter, but points out that agricultural tax
exemptions can be regarded as subsidies to the farmer or as relief
from a tax burden which forces him out of business.

Scope of Study.
As an issue, the assessment of agricultural land involves more

than a fiscal problem for the farmer or for local governments. It
relates, too, to land use control and the preservation of open spaces,
and to an industry whose value cannot be measured necessarily by
income produced. There are many points of controversy here.
Land is seen as a means of realizing profit in one way by the fanner
and in another by the developer or real estate broker. The property
tax raises public revenue, but, in the view of conservationists, does
not serve the public interest if rising tax rates sacrifice open space
to bulldozers and concrete.

This report will discuss the needs and importance of agriculture
in Massachusetts; taxation as a method of land-use control; and
the experience of other states with use-value assessment. Studies
conducted by the General Court, the State Department of Natural
Resources, the federal Department of Agriculture Soil Conservation
Service and Economic Research Service, the University of Massa-
chusetts College of Agriculture, and by the International Associa-
tion of Assessing Officers provided much of the background informa-
tion for this document. The Bureau also relied on responses to
letters and questionnaires to other states. The current proposed
amendment is based on a New Jersey law. A field trip by a member
of the Bureau staff for conferences with a New Jersey tax official
and with the Executive Secretary of the New Jersey Farm Bureau
was most helpful in understanding the benefits and drawbacks of
that state’s farmland assessment statute.

The Legislative Research Bureau wishes to express its gratitude
to the Massachusetts Farm Bureau Federation for its help in pro-
viding information germane to this report.

Chapter 11. Taxation and Land Use Control Methods.
When farmers are faced with rising tax bills and no significant

change in their income and open land is sold for development,
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pressure develops for some new method of property taxation. Those
who join forces in this cause represent seemingly conflicting points
of view. That is, speculators can be as interested in lowered
property taxes as the farmer or conservationist. In addition, others
oppose any change in the tax system. The rationale for each view-
point will receive more detailed attention in another chapter. Thus,
this chapter is limited to a discussion of the various approaches to
property taxation. Generally, they fall into three categories:
preferential assessment, deferred taxation and restrictive agree-
ments.

Preferential Assessment.
Preferential assessment values farmland according to its use for

agricultural purposes. The practice of assessing the land based
upon its potential value for development would be discontinued.
Departure from the uniformity requirement creates some difficulties.
Identification of land to qualify for preferential assessment may be
the source of controversy. Usually, the assessor’s knowledge of
local farming operations is sufficient for such a decision. However,
a clear definition of what constitutes a farm could be written into
the law to guide the local assessor in his evaluation.

Determination of use value requires special information about
the land and new procedures in computing its worth. In Con-
necticut, where preferential assessment has been adopted, the value
of farmland is determined by a capitalization of rents formula
(C.G.S. §§ 12 - 107a-12 - 109). For this system to work, rental
of farmland for all major crops must be common throughout the
state. 1 In this way valid estimates of rentals can be made. This
method also requires the identification of the various qualities of
land by major crops grown. Then, these qualities must be related
to the classes of land used in assessment procedures. Once major
crops are identified (shade tobacco and nursery) and related to a
land classification (Tillable A), use value per acre is obtained by
dividing the annual net rent per acre by an appropriate interest rate.
Another formula would divide annual gross rent per acre by ten
per cent. The ten per cent figure combines interest at six per cent
plus taxes at three per cent and maintenance at one per cent.

1 Northeast Regional Resource Economics Committee, Preserving Oven Space in
Expanding Urban Areas, Report Number 2, Massachusetts Agricultural Experiment
Station, University of Massachusetts, Amherst, January, 1968, p. 53.
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In New Jersey, a State Farmland Evaluation Advisory Com-
mittee, established by law, is responsible for annually determining
the range of values for each of the agricultural land classifications
(N.J.S. 54:4-23.1 et seq.; 4-24, 4-26, 4-27, 4-30, 4-32 and 4-34).
In its 1968 report the Committee pointed out two sources of diffi-
culties in assessment:

(1) Exact measures of the innate productivity of the 215 soil types in New
Jersey are not available although there is a scientific base for making reasonable
estimates of productivity.

(2) The productivity of farmland varies with its particular use. 1
Soil types are grouped into five classifications (very productive,

good farmland, fair farmland, rather poor farmland and land un-
suitable for tillage) and into four of the most common uses of land
by farmers (cropland harvested, cropland pastured, permanent
pasture and woodland).

Average values for each of the classes of land by county are de-
rived by capitalizing the net income from farming. 2 Using U. S.
Department of Agriculture estimates of state farm income, a pro-
jection is made of the percentage of state farm income arising from
agriculture in each county. The net income for each county is
capitalized according to a return of nine per cent. Thereafter, within
each county, the average value per acre for each county is then re-
lated to land class. Finally, the worth of land class is adjusted to
soil group rating. Thus, the guide offered local assessors by the
evaluation committee contains two tables the average value per
acre of farmland class (cropland harvested, cropland pastured,
etc.) and the estimates of fair value ranges of farmland based upon
its productive capabilities when in agricutural use. This latter
guide relates land class to soil group, giving for each the value per

nd the soil productivity rat

Deferred Taxati
Deferred taxation is similar to preferential assessment in that it

values farmland according to its use, not its market price. However,

1 State Farmland Evaluation Advisory Committee, Fifth Report, State of New
Jersey, October, 1968, p. 2.

2 Ibid., p. 10.
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when land assessed as farmland is converted to another use, an
adjusted tax is levied for the year in which the land use changes and
for a fixed number of the preceding years. This “roll back” tax is
equal to the difference between the amount paid on the basis of
the use value assessment and that amount which would have been
collected had the land not been in farm use. The years in which the
difference in taxes is deferred varies from state to state and some
may require a low rate of interest payment on the deferred taxes.

The purpose of deferred taxation is to discourage speculators who
would hold land for near urban uses. It also provides local govern-
ment with needed revenue when the land is subdivided and requires
additional government services.

Restrictive Agreements.

Use of restrictive agreements gives the community the option of
controlling land use. Preferential assessment and deferred taxation
maintain agricultural enterprise only where it exists. Restrictive
agreements enable land planning.

Land is kept in agricultural use by means of an agreement between
the landowner and the local government. The farmer agrees to
keep his land in agricultural use for a certain period of time, five to
ten years, and in return is granted an assessment related to this use by
the local government. The landowner gives up the right to change
the use of his land according to the terms of the agreement. For
example, the owner may forfeit the right to develop his land for
housing and grant certain public
the right to use the land in way,
A conservation easement may
owners of the land, unless the aj

period.

access rights. However, he retains
not prohibited by the agreement.
be permanent and affect future

reement is made for a limited time

This plan is most effective when it is the product of long range land
planning. It preserves farmland and open space. However, de-
velopment rights may be too costly and local governments may not
be able to forego potential tax revenue. Similar to zoning as a
method of land use control, conservation easements provide more
permanent protection of open spaces. They are not as subject to
political pressure as zoning regulations.
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Chapter 111. Farmland Assessment in Massachusetts.
Current Practice.

It had been the custom to value agricultural land according to its
value as a farm until its use changed. 1 However, recent court cases
have ruled disproportionate assessment illegal, and local assessors
must value farmland to reflect its market worth if subdivided for
residential or industrial use. 2

To meet rising tax costs, farmers are under great pressure to sell
their land for development. The application of this tax pressure is
required by law. In effect, farmers are penalized by the law for
carrying on the business of farming. The use of land is strongly
influenced by current assessment practices and local tax needs.
Table 1 shows the increase in farm real estate tax levies from 1957 to
19G7.

Table 1. Farm Real Estate Taxes per Acre, 1957-1967.

Year. Amount. Year. Amount.

1957 .... $4.88 1962 .... $7.07
1968 .... 5.26 1963 .... 7.35
1959 .... 5.57 1964 .... 7.93
1960 .... 6.38 1965 .... 8.57
1961 .... 6.83 1966 .... 8.80

1967 .... 9.50
Source: U.S. Department of Agriculture, Economic Research Service, Revised Es-

timates of Taxes Levied on Farm Real Property, 1950-67, Statistical Bulletin No. 441.

In 1964, the Department of Agriculture at the University of
Massachusetts published a study of farm real estate assessment
based on property sales and assessment data for nine Massachusetts
towns. 3 The study considered the average assessment ratios, or the
assessed value as a per cent of sale value, of five different types of
property within the selected towns. It found that farms were under-
assessed in about as many towns as they were over-assessed. Of the
nine towns studied, farms were under-assessed in four of the subur-
ban towns and over-assessed in all the rural towns but one. Land
without buildings also were observed to be under-assessed.

1 Metropolitan Area Planning Council, Open Space and Recreation Programs forMetropolitan Boston, Vol. 4, Open Space Law, April, 1969, p. 60.
2 Carr v. Assessors of Springfield, 339 Mass. 89; Stone v. Springfield, 341 Mass. 246;

Boston Gas Co.w. Assessors of Boston, 334 Mass. 549, 566; Lenslite Co. Inc. v. Assessors
of Yarmouth, 1960 A.T.B. (A.S.) 7, 9; Bennett v. Board of Assessors of Whitman,
354 Mass. 239.

3 University of Massachusetts, Agricultural Experiment Station, Farm Real Estate
Tax Assessment in Nine Massachusetts Towns, Bulletin 545, June, 1964.
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Although the study did not focus on the impact of a switch to 100
per cent assessment called for by the Springfield decision, it did
record the opinions of local assessors on this matter. It was noted
that where farmland assessments were highrelative to other property
in the town, farmers would experience a decrease in their tax bills. 1

Farm taxes were expected to increase in those areas where agri-
cultural land was under-assessed. Currently, there is a great range
in the valuations placed on farmland, running from $lO an acre
up to $2,500 and $3,000 an acre. 2

Tax Exemptions for Farmer,
If adopted by the General Court and by the voters, the current

proposed amendment would classify farmland for tax purposes.
Depending upon the balance between commercial, residential, and
agricultural property locally, classification could result in lower
property taxes for farmers. Due to the long-established practice
of uniform assessment and taxation, assessment according to land
use could be viewed as an exemption. However, this is not neces-
sarily the case. Under present law farmers may have wild land, too
infertile or rocky to be agriculturally productive, valued at five
dollars or less an acre (G. L. c. 61, § 7). This is similar to use-value
assessment.

Farmers benefit now from certain tax exemptions. For example,
sales of materials, tools, fuel, and machinery used in agricultural
production are not taxed (G. L. c. 64H, § 6). Under the same law
sales of feed and fertihzer are exempt. Farmers are also exempt
from the excise tax on motor vehicles (G. L. c. 60A, s. 1; c. 90, § 5).
The excise on farm animals is low. They are assessed at a rate of
five dollars per one thousand dollars of valuation (G. L. c. 59, § 8A).
Farmers who buy fuel for off-highway use on which an excise has
been charged are entitled to a refund of the state gasoline tax paid
(G. L.C. 64A, § 7A).

Conservation Easements.
The 1969 Open Space Law study by the Metropolitan Area Plan-

ning Council points out that a reduction in farm property taxes can
be achieved without resort to a constitutional amendment. It is
possible to make use of conservation easements to preserve open

space farmland under the present constitutional requirement
1 Ibid., p. 9.
2 Massachusetts Farm Bureau Federation response to Legislative Research Bureau

questionnaire.
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Thus a 1969 statute clarified the possibilities for easements in
Massachusetts (c. 666). This law requires approval of an easement
by the Mayor or City Council, Board of Selectmen or town meeting
and by the Commissioner of Natural Resources. The easement
is recorded in the Registry of Deeds under a public restriction tract
index or in the registry district of the Land Court for the county
where the land lies.

Chapter IV. Agriculture in Massachusetts.

Farm Acreage.
There are approximately 900,000 acres of land owned and oper-

ated as farmland in Massachusetts. Of this total, about 235,000
acres are devoted to cropping. l The remainder is unimproved
pasture land and woodlots. The Soil Conservation Service of the
United States Department of Agriculture figures for land use are
presented in Table 2. It shows the acreage of land suitable for
farming or Class I through Class IV land, Class I being the most
desirable. Each type is further described by its degree of erosion
or slope (e), wetness (w), and stoniness or droughtiness (s).

Table 2. Massachusetts Farmland Use by Capability Class and Subclass, 1967.
(In acres.)

Other.Forest.Cropland. Pasture.Class and Subclass.

I 36,923 6,468 33,923 8,477
He ... 69,806 15,287 72,851 19,196
llw 46,211 10,656 58,853 14,435
lls 12,231 2,493 47,973 7,582

Hie .... 43,908 9,963 76,865 8,946
lIIw .... 24,304 6,483 63,019 7,981
Ills .... 25,828 2,187 140,687 32,412
IVe 8,777 2,072 31,554 4,423
IVw .... 5,305 3,160 15,388 1,324
TVs 2,719 536 51,140 6,271

Source: U.S. Department of Agriculture, Soil Conservation Service.

In 1964, the estimated number of farms was 8,019, representing
a total value of land and buildings of $386,114,850.2

1 Massachusetts Farm Bureau Federation response to Legislative Research Bureau
questionnaire.

2 University of Massachusetts, Department of Agricultural and Pood Economics,
Recent Statistical Data about Mass. Agricultural Sales and Expenditures, May, 1969.
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Income from Farming.
Massachusetts agriculture contributes annually between $l5O

to $lBO million to the state’s economy. Farmers buy approximately
$l2O million worth of supplies and services, including labor. The
remaining amount of money is produced through the soil.

The two major agricultural products in Massachusetts are milk
and eggs. Apples, cranberries, potatoes, and nursery products are
also commercially important. The following Table 3 indicates the
cash receipts by commodity groups in most recent years.

Substantial fluctuations have occurred in Massachusetts’ farm
income. Receipts fell from $206 million in 1951 to $l5l million in
1961. 1 They increased progressively to a maximum of $l7O million
in 1966; however, a downward trend occurred thereafter, resulting
in a 1968 posting of $l6l million. Income from dairy products
stabilized at slightly under $5O million per year, but income derived
from poultry products sales has dropped 20 per cent to less than
$27 million in 1968. There has been a25 per cent increase in income
from greenhouse, nursery and forest products in the period from
1962 to 1968.

Table 3. ■— Cash Receipts from Farm Marketings for Selected Years.
(In thousands of dollars.)

Commodity Group. 1962. 1964■ 1966. 1968.

Dairy Products . . . 849,874 §48,475 §49,740 847,413
Poultry and Eggs . . . 33,407 30,778 29,565 26,521
Greenhouse, Nursery, Forest

Products .... 22,161 24,888 27,640 27,619
Fruits 15,302 17,519 19,705 17,561
Vegetables .... 15,467 17,144 18,272 17,596
Meat Animals .

. . 10,721 9,095 11,178 10,770
Tobacco .... 7,202 9,298 10,569 9,755
Miscellaneous Livestock . . 2,585 2,734 2,855 2,568
Feed Crops .... 1,116 1,553 1,351 1,223

Total §157,835 $161,484 $170,875 $161,026

Source: N. Eugene Engel, Massachusetts Farm Income, 1966, Cooperative Extension
Service, Publication No. 25. The 1968 figures are from Farm Income, State Estimates,
1949-1968, U.S. Department of Agriculture, Economic Research Service, FIS-214
Supplement, August, 1969.

1 N. Eugene Engeh Massachusetts Farm Income, 1966, Cooperative Extension Ser-
vice, Publication No. 25.]
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Massachusetts farmers also receive federal financial help. In 1968
payment was made as part of the following government programs:
Conservation $537,000; the Wool Act $15,000; Soil Bank
$12,000; Feed Grain $87,000; and Cropland Adjustment
$65,000.

Farm Production Expenses
Between 1955 and 1966 total farm production expenses decreased

from $l3B million to $134 million. The decline has occurred in the
purchase of feed, livestock, and labor. A foremost agricultural
economist attributes the drop in expenditures for livestock to the
fewer number of cows on dairy farms and to the increased produc-
tive capacity of each cow. Because the Massachusetts poultry
industry has concentrated on egg production, purchases of broilers
and, therefore, of feed has fallen off. Use of labor-saving equipment
and improved management techniques has contributed to lower
expenditures for labor.

Table 4 shows the changes in farm production expenses between
1955 and 1966. Highest expenditures are for feed, labor, deprecia-
tion, miscellaneous costs, and for taxes, with the latter almost
doubling in that period of time.

Table 4. Massachusetts Farm Production Expenses.
(In millions of dollars.)

Item. 1955. 1960. 1965. 1966.

Feed $44.1 $37.8 $35.3 $35.8
Livestock . . . . . . 8.0 5.8 4.4 4.4
Seed 3.6 3.8 4.7 4.7
Fertilizer and Lime . . , . 4.1 4.1 4.2 4.2
Repairs and Operation of Capital Items 13.9 14.1 13.1 13,2
Miscellaneous 10.8 13.0 14.3 14,7
Hired Labor 30.6 29.6 25.6 26.8
Depreciation and Other Consumption of

Farm Capital 14.9 15.9 16.7 16.9
Taxes on Farm Property . . . 5.5 7.2 10.0 10.7
Interest on Farm Mortgage Debt . . 2.1 2.2 2.1 2.3
Net Rent to Non-Farm Landlords . .1 ,1 ,1 .1

Total $137.6 $133.6 $130.4 $133.7

Source: N. Eugene Engel, Cooperative Extension Service, University of Massachu-
setts, Massachusetts FarmIncome, 1966, Publication No. 25.
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Production and Urbanization.
An interesting study of the effects of urban and population

growth on agricultural production was made by Deane Lee of the
University of Massachusetts. 1 Production figures by commodity
for the state and for each county for the period between 1840 and
1965 were tabulated. Density of population by county was used

as a measure of urbanization. A chart of the commodity production
figures for tins one hundred and twenty-five year span revealed a
comparative stability in production. That is, there has been little
variation during this time period in the quantity of commercially
important commodities produced. For example, milk production
has varied less than 10 per cent from 800 million pounds annually
for 75 years. Lee found the same stability for other types of produce

eggs, apples, and potatoes. He observed indications that produc-
tion of vegetable and greenhouse or nursery commodities was
increasing moderately. Decline in the production of poultry meat
and tobacco was not related to urban growth.

In relating population growth to farm production, Lee noted that
when population density reaches about 700 persons per square mile
production begins to decline. This was observed in Middlesex
County, where in 1900 population density reached this mark.
Milk production is the first to reflect tins factor, probably due to its
land requirements. Poultry, fruit, and vegetable production give
way to urbanization at slightly higher population densities.

Land Use Change.
Population growth over the last twenty years has occurred within

Standard Metropolitan Statistical Areas but outside central cities.
The 1960 federal census reveals that between 1950 and 1960 subur-
ban area population increased by about 18 million people or about
49 per cent. 2 Much of the open space land consumed by suburban
development vras cropland. Of course, the effect of this increased
demand is increased prices for land in suburban areas and a con-
comitant rise in valuation.

1 Deane Lee, Urban Growth and Agricultural Change in the Connecticut Valley Counties
of Massachusetts, Department of Agricultural and Food Economics, University of
Massachusetts, College of Agriculture, 1969, preliminary edition.

2 Peter House, Taxation of Farmland on the Rural-Urban Fringe, U. S. Department of
Agricultrue, Economic Research Service, August, 1961, p. 3.
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Less land is devoted to agricultural use in Massachusetts today
than twenty-five years ago. The number of farms has decreased
from 38,000 in 1945 to about 8,000 in 1964. Land used chiefly for
crops totaled about 626,000 acres in 1945 but only about 235,000
acres in 1969. A comparison of land use by acres in 1945 and 1964
illustrates this trend.

Table 5. Major Uses of Land, 1945 and 1964•

1945. 1964.

Acres per Acres per
Use. Acres. Capita. Acres. Capita.

Cropland
.... 626,000 .150 369,000 ,069

Grassland .... 324,000 .077 135,000 .025
Forest Land .

.
. 3,242,000 ,778 3,270,000 .618

Special Uses .
.

. 733,000 .175 1,141,000 .215
Miscellaneous . . . 135,000 .032 98,000 .018

Total
....

5,060,000 1.214 5,013,000 .948

Population ...... 4,166,000 5,287,000

Legend: Cropland Used chiefly for crop; Grassland grassland and nonforested
pasture; Forest Land woodland and for
urban and town areas, farmsteads, farm rc

t, public and private; Special uses
is and lanes, highways, railroads, etc.Ui Uclrll cIUU IU Wll Oil CdiOj liKlUolCdUOj i ell

Miscellaneous marshes, swamps, etc.
Source: N. Eugene Engel, Department Agricultural and Food Economics, Uni-

versity of Massaohus'

A 1965 study of agricultural land use changes in six western
Massachusetts communities (Agawam, Amherst, Granby, Hadley,
Southwick, and Westfield) revealed that about 3,600 acres of crop-
land in that area were converted to non-agricultural use between
1940 and 1964.1 This change involved about nine per cent of the
existing improved farmland. Three fourths of all acreage changes
were found to be due to new housing and golf facilities. The study
noted that all of the communities were planning for future industrial
development, which would use cropland if building occurred on sites
presently zoned for industrial use. Relative to future housing
needs, the report made this projection for the six towi

By 2000 A.D., at present annual rates of dwelling construction, an additionaliir

13,000 acres of land may be required for home sites. Approximately 28,000 acre;
of open cropland are available at the present time. Part of the space for nor
agricultural needs of the future is certain to come from present cropland.2

1 James W. Callahan, Agricultural Land Use Changes and Population Growth in Six
Western Massachusetts Communities, 1940-1965, Bulletin 558, Experiment Station,
College of Agriculture, University of Massachusetts, 1965, p. 15

2 Op. cit., p. 15.
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There is little specific information on the rate of conversion of
farmland to commercial, industrial, or residential uses. Pressure to
develop open land comes from population growth. Projections
made by the Eastern Massachusetts Regional Planning Project
show the path of development and the acreage required for new
housing, schools, and industry. Excluding marsh, swamp, and steep
slope areas, about 876,000 acres of land in the eastern part of the
state were vacant and available for development in 1963.1 Of this
area only one per cent was inside Route 128. Thus population
growth will occur beyond Route 128.

The planning study projected that by 1990 residential develop-
ment would consume about 334,000 acres of vacant land. Schools,
colleges, parks, and industrial building could require another
110,000 acres. "Without long range planning, particularly zoning
changes, a land shortage is likely in the first years of the Twenty-
First Century.

Chapter V. Farmland Assessment in Other States.
Because the proposed amendment under consideration here is

based upon the use-value amendment adopted in New Jersey this
chapter opens with a brief discussion of the main features of the
New Jersey legislation.

New Jersey Farmland Assessment Act of 196J.
In 1963 voters in New Jersey approved by a vote of two to one an

amendment to the Constitution to permit land used for agricultural
or horticultural purposes to be valued according to use. Included
in the amendment was provision for payment of additional taxes1 taxes
when the use of the land changed. Specifically, the amendment
authorizes the Legislature to enact laws to provide that the value of
land, not less than five acres in area, determined by the local assess-
ing officer to have been devoted actively to farming for at least two
successive years immediately preceding the tax year in question,
shall on application of the owner be that value which the land has
for agricultural use.

The Farmland Assessment Act of 1964 requires that eligibility of
land for valuation under the Act shall be determined for tax
year. Land may be assessed according to use-value when the gross

1 Guides for Progress: Development Opportunities for Metropolitan Boston, Eastern
Massachusetts Regional Planning Project, prepared by the Metropolitan Area Planning
Council, April, 1968, p. 11-9 ff.
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sales of agricultural products produced on it together with any pay-
ments received under a soil conservation program have averaged
$5OO per year during the two year period preceding the tax year in
issue. Procedures to be followed by local assessors and others in
carrying out the intent of the amendment are spelled out in the
statute. The 1964 law created the State Farmland Evaluation
Advisory Committee made up of the Director of the Division of
Taxation, the Dean of the College of Agriculture, and the Secretary
of Agriculture. The committee must publish annually a range of
values for each of the several classifications of land in agricultural
use. These must be made available to all local assessors by Oc-
tober 1 and serve as a guide in valuation.

Determination of the amount of roll-back, the difference be-
tween taxes payable under use-value assessment and those due if the
land had been valued as other land, is the responsibility of the local
assessor. He must ascertain for each of the roll-back tax years
(1) the full and fair value of land under the valuation standard to
the taxing district; (2) the amount of land assessment for the par-
ticular tax year by multiplying the full value by the average real
property assessment ratio of the district; (3) the amount of addi-
tional assessment on the land for the tax year at issue by deducting
the amount of assessment of the land for that year from the amount
of the land assessment determined under number (2) above; and
(4) the amount of the roll-back tax for that year by multiplying tl
amount of the additional assessment determined by the gener:
property tax rate of the taxing district for that year. 1

Background to New Jersey Legislator
The constitutional amendment and the ensuing legislation wen

backed by the New Jersey Farm Bureau and by the Citizens Com
mittee to Save Open Space. Several factors prompted their
cern: rising farmland prices following a population shift from
central city outward; competitive bidding among farmers for land
to increase their holdings and make farm operations more efficient
and rising property taxes due to a greater demand for local govern-
ment services. The amendment was designed to preserve open
land by lowering taxes on land used for farming. Althougl
campaign for public adoption of the amendment concentrated on the
“green acres” aspect of the issue, some observers feel that its prime
purpose was to protect the agricultural economy of the state

1 New Jersey Statutes Annotated, § 54:4-23.8.
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However, the question received excellent voter support in both
urban and rural counties.

Effect of Use-Value Assessment in New Jers
Authorities differ on the effectiveness of use-value assessment in

preserving open space land and in keeping the farmer in business.
A representative of the New Jer
prior to 1967 New Jersey had be

;ey Farm Bureau estimated that
:n losing farms at a rate of 1,000

loss had been cut in half. 1farms per year and that by 1968 tl
Farmers are no longer forced toattributed this to the tax factor.

sell their land and can remain in business
V New Jersey tax official reported to a Legislative Eesearch

Bureau staff member that although there was a rapid conversion of
farmland to urban uses before adoption of the 196 J Act, the new
assessment method has only slowed this trend. In addition, some

.re indicated with this plan. The
idea of maintaining two lists of

problems in local record-keeping ar
farm lobby was opposed to the h
valuations one reflecting market
use-value. Although this practice
assessment is recommended by the

value for farmland and one for
is not required by law, double
Local Propertv Tax Bureau to

ten the land ownership changes
ve been few problems in ad-

save assessors extraresearch work
hands. However, to date there
ministration of the law.

Ited in a significant increase iUse-value assessment has not re:
the tax burden for other classes of property owners. The estimated
cost of the new assessment method to taxpayers has been about 6.21
cents per 100 tax dollars. 2

One of the major criticisms of the New Jersey law is that it allows
lower property tax benefits on the land whether it is farmer-owned
or speculator owned, as long as it meets the requirements of five
acres producing an income of $5OO. 5 One of the proposals for im-
provement in the law now being formulated by the New Jersey
Farm Bureau would determine eligibility by use of a sliding scale of
sales related to farm size. Other methods proposed to reduce the
inequities in administration have included raising the income
minimum for large farms and eliminating federal soil bank pay-
ments from income calculations.

1 Clarence H. Fields, Executive Secretary, New Jersey Farm Bureau Federation.
2 Interview with O. W. Freeman, Director, New Jersey State Local Property Tax

Bureau.
Newark Evening News, November 3, 1968.
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In Hawaii, the deferred taxation method is closely tied to land use
planning. Hawaii’s Land Use Law (H.R.S., c. 205) was designed
to protect agricultural lands from urban encroachment, to prevent
scattered, premature development, and to restrain speculation. The
Land Use Commission created by the law establishes major land
use areas (urban, agricultural, rural, conservation). Counties may
further restrict uses except in conservation areas. The State De-
partment of Taxation, the only assessment and collection agency
for real property taxes, must consider legally constituted land uses
in making assessments. The permanent land use boundaries drawn
in 1964 must be reviewed every five years.

Exceptions to the “highest and best use” classification of agri-
cultural and rural lands in Hawaii can be made by use of the “dedi-
cation” technique. In this way any landowner who wants to use
his land for farming and have the land assessed according to use may
request permission from the Director of the State Department of
Taxation to “dedicate” his land. When he receives approval, the
owner may not change the use of his land for a minimum period of
ten years. This agreement is subject to cancellation by either the
owner or the Director of Taxation upon five years’ notice after the
end of the fifth year. If there is a change in a major land use
classification and the land is placed into an urban district, the
agreement may be cancelled within sixty days of the change by
mutual agreement of the owner and the Director.

The Hawa ii Legislative Reference Bureau reports that loss of
local government revenue has not been significant because of the
effort of the State Tax Department to update appraisals and assess-
ments which have combined to produce a marked increase in net
assessed valuations. Between 1963 (before classification) and 1966
net assessed valuations increased from $2,300,000 to $3,000,000 and
tax collections increased fifty per cent, from $175,000,000 to $262,-
000,000. There has been some evidence of speculators “dedicating”
land to benefit from tax privileges while holding off development for
future use. Proposals made to tighten up tins feature of the law
would require that “dedication” time be lengthened to twenty
years and that the interest penalty be increased to a higher per-
centage.

Easements. As indicated above, some states combine preferen-
tial assessment or deferred taxation with some form of long-range
land use planning through conservation easements or purchase of
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development rights (Calif., Fla., Ha.). In Connecticut and Mary-
land, purchase of development rights enable open space preserva-
tion. Municipalities in Connecticut may acquire land designated
as open space land and enter into agreements with landowners to
maintain, improve, protect, or in some way limit the use of open
space land. 1 In Maryland local governing bodies may grant tax
credits, up to 100 per cent, from local taxes where development
rights are conveyed to some level of government for periods of five
years or longer.

In Pennsylvania the means of preserving open space land and
assessing farmland is unique. Counties may enter into five year
covenants with the owners of one of four legislatively prescribed
categories of open space land designated on an adopted municipal,
county or regional plan. Land so designated is eligible for restric-
tion.2 Covenants become effective upon court approval. Use of
the land must be restricted to open space for at least five years.
The covenants are automatically extended annually for an addi-
tional year.

Land subject to a covenant is assessed at fair market value as it
is restricted by the covenant. The agreement may be terminated
by the landowner by notifying the county five years in advance of
the termination date. The county may end the covenant only
if the plan designating the land as farm, forest, water supply, or
open space land has been amended officially. Unauthorized change
of land use breaks the covenant and the owner must pay the county
the difference between taxes paid and the taxes which would have
been payable had the land not been restricted, plus compound
interest at the rate of five per cent per year from the date of entering
the covenant.

Another aspect of the Pennsylvania plan is the acquisition of
land by the state and counties through purchase, contract, con-
demnation, gift, devise or otherwise. 3 However, land may be ac-
quired in this fashion only if it has been designated for open space
use in a plan approved by the State Planning Board or by the

1 International Association of Assessing Officers, Farm Land Assessment Prac
the United States, p. 8.

2 California State Legislature, Joint Committee on Open Space Land, Prelimina
Report, p. 96 ff.

8 Ibid., p. 97.
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County Planning Commission. The landowner may compel ac-
quisition in fee simple if the state or county proposes less. When
bought in fee simple the government must offer the land for resale
publicly within two years, subject to the same restricted use.
Changes in the market value of the land resulting from the restric-
tion must be reflected in the assessment.

Chapter VI. Views of Authoritative Sources.
As an issue use-value assessment of agricultural land arouses

lively controversy. Generally, farmers and assessors or tax officials
differ in their view of the subject. Adoption of some method of
differential assessment is often urged as a means of preserving a
valuable natural resource open space. Although tins is an ap-
pealing concept and an area for serious public concern, it cannot
always sway those who see use-value assessment merely as a means
of subsidizing farmers. In fact, open space is a broad category
including parks, golf courses, woodland, swamps, waste land, farm-
land, and green belts. Thus, consideration of differential assess-
ment as a means of preserving farmland ultimately points to the
question of long-range, state-wide land use planning. Discussion
of the arguments surrounding use-value assessment may help to
clarify the role of the current proposed amendment in shaping land
use in Massachusetts.

Importance ofAgricultural Land.
A 1958 special commission report on Agricultural Land Use and

the Preservation of Farming (Senate, No. 680) listed five reasons for
preserving agricultural and/or op* m space land:

indications are that by 1975 there will
or food. This will require conservatively
i than is currently in agricultural use.
non-renewable resource just preceding a
;at present could be catastrophic. Those

(1) Future Food Supply. Statistical
be a 40 per cent increase in the demand i
a 6 per cent greater amount of farmlan
Logically, a fast diminishing supply of a
foreseeable need for even more than exist
who subscribe to the validity of these statistics are willing to take drastic measures
to compel farmers or owners of Class I and Class II land to leave it available for
future use. Zoning is the most frequent device mentioned.

(2) National Defense. Relatively few individuals with relatively strong con-
victions seem to believe that food production should be widely scattered around
the country and situated close to all centers of population so as to act as insurance
against interrupted communications in case of wrar or even in case of serious natural
disasters. If the war or the disaster could be arranged to take place at a suitable
time of year in Massachusetts it would seem to have a degree of validity. Zoning
or some kind of special tax relief is given as the device to bring this about.
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(3) Social Value of Agriculture.-—With the increasing numbers of people em-
ployed by big corporations, by big government and influenced by big unions to a
certain uniformity of thought, it was proposed that the traditional American
rugged individualism was being threatened, and that the independent farmer might
well be its last bulwark. Preserve the farmer in order to preserve democracy.
No incentive was proposed.

(4) Water Supply. Most of the precipitation upon which we depend for our
water supply falls on open land. That which falls on cities and is funnelled into
storm drains or added to flood waters is a total loss. Since soil is our largest reser-
voir for wr ater storage, the more of it we preserve “uncontaminated,” and upon
which we can carry out increasing water conservation practices, the safer our
supply.

(5) Recreation. Although agriculture has brought to Massachusetts some $2OO
million in new wealth annually, the booming tourist trade or recreation has grown
to bring the Commonwealth $4OO million a year and is still on the way up. How-
ever, tourists are attracted not only by beaches and resorts, but also by an attractive
countryside, by farms, farm scenes and animals, and a prosperous agriculture in
general. Some tourists even want to get away from the crowds, want an oppor-
tunity for privacy and contemplation. The untapped resource of the farms can
provide this. The Commission recommends that possibly as an adjunct to the
land acquisition program of the Department of Natural Resources the Common-
wealth investigate possible ways in which it could assist farmers in developing
their recreational facilities.

The current awareness of and concern with the dangers of air
pollution make clean air an important addition to this list. Crop-
land and “green acres” purify polluted air.

Representatives of farm groups point out that undeveloped land
and farmland do not require the government services, and hence the
extra tax money, that the same land would if developed for resi-
dential, commercial, or industrial use. In addition, the public de-
rives much benefit from farmland, along the lines listed above, with-
out charge.

Assessment and Taxation Problt
The argument that increased property taxes place a financial

burden on the farmer severe enough to force him out of business can
be countered by the view that the farmer’s assets increase during
the tax year due to the rising value of his land, particularly in urban
fringe areas. Thomas Hady of the U.S.D.A. Economic Research
Service states that the problem is not “one of insufficient income to
pay the taxes, but rather one of insufficient cash flow. 1 In actual

‘Thomas F. Hady, “Taxation Policies in Rural-Urban Frir
to North Central Land Economics Research Committee, Hardin, Kentucky, August
1969, p. 10.
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practice, this argument does not help the landowner who wishes to
continue in farming for many years, but does offer him substantial
financial benefit if he decides to sell the land for development. There
are some tax officials who feel that many farmers are speculators
also and that any tax shelter in the form of lowered assessments gives
them special treatment not afforded other property owners.

In respect to use-value assessment and land speculation, Hady
points out that differential assessment laws will benefit speculators if:

(1) the benefits are made available to land which is in the probable path of
urban expansion;

(2) differential assessment is not effective in holding land in agriculture; and
(3) the requirements for obtaining differential assessment are easy to meet and

restrictions on future land use are few. 1

Thus, benefits to speculators would be greatest under the preferential
agreement approach and least under the restrictive agreement
method. The effectiveness of deferred taxation on this point depends
upon the length of the deferral period and upon the planning-
horizons of speculators. 2 A short deferral period and long planning
horizons would favor speculators. The deferral method also pro-
vides additional revenue at a time when it may be most needed for
new government services.

It is difficult to determine the extent to which use-value assess-
ment of farmland shifts the tax burden to other property owners.
Most of the states polled by the Legislative Research Bureau which
had experience with this type of assessment had not studied this
particular aspect. However, as indicated earlier, the only detailed
study of this aspect was made in reference to the Maryland law.
There it was found that although urban counties paid more than rural
counties in terms of per acre use-value assessment subsidies to farm-
ers, their costs were about the same or less in terms of increased
property tax rates.

One factor which discourages enthusiasm for use-value assess-
ment among assessors is the fact that it can require extra record-
keeping and research if a deferred taxation system is in operation.
Assessors, long accustomed to thinking in terms of market value,
may have difficulty in valuing land according to use, even with the
help of official guidelines based upon a capitalization of rents or in-
come formula and consideration of soil types.

1 Ibid., p. 9.
2 Ibid., p. 9.
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Use-Value Assessment and Open Space
If tax policy is to be used as a means of preserving open spaces, it

is necessary to define what is open space land. Once defined, there
are two general policy choices preservation of open space or
farmland through some type of tax shelter integrated with planning
objectives, or, in the alternative, without fixed planning considera-
tions. Planning may be confined to the municipal level or it may be
directed from the state level. When tax policy is tied to planning,
purchase of development rights or state granting of conservation
easements can be used as a means of stabilizing land use over a
relatively long term period.

As Thomas Hady points out, then* is little information to indi-
cate that differential assessment is really effective in preserving
farmland in open space. Certainly, the motivation to continue
farming despite financial loss must be taken in consideration. It is
questionable if a tax reduction would be a significant factor in a
farmer’s decision to remain in agriculture when the prices offered
for his land arc so high. A clear picture of the effectiveness of differ-
ential assessment in maintaining farmland in farm use could be ob-
tained by a comparison of the rates at which land with and without
reduced valuation moved out of farming.

Relative to restrictive agreements, the experience of California
indicates “that the penalties are strong enough so that nearly all of
that land is likely to remain in agriculture for the next ten years.” 1

If use-value assessment is effective in preserving farming and
farmland, planning is an important consideration. If reduced as-
sessment benefits are made available in those areas where urban
development is planned, they will limit the availability of land in
those areas and encourage “leapfrogging” of urban growth, increase
costs of providing government services to a growing population, and
hinder local planning efforts. 2

Hady recommends that certain important considerations be made
before adoption of any forms of use-value assessment: (1) if tax
policy is used to shape urban development, tax programs should be
administrable; and (2) use-value laws should restrict tax prefer-
ences to those parcels of land where society has a reason for granting
a preference. He writes that states “which are considering such
laws should consider carefully the reasons why the laws are wanted,
and be sure to tailor these laws so that they will produce the de-
sired effects.” 3

1 Ibid., p. 8.
! Ibid., p. 8.
3 Ibid., p. IG.
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In the Year One Thousand Nine Hundred and Seventy.

Proposal for a legislative amendment to the constitution
PERMITTING THE ASSESSMENT OF AGRICULTURAL OR HORTICUL-
TURAL LAND AT A VALUE BASED UPON ITS AGRICULTURAL OR
HORTICULTURAL USES.

1 A majority of all the members elected to the Senate and House
2 of Representatives, in joint session, hereby declares]] it to be
3 expedient to alter the Constitution by the adoption of the
4 following Article of Amendment, to the end that it may become
5 a part of the Constitution [if similarly agreed to in a joint
6 session of the next General Court and approved by the people
7 at the state election next following]:

8 ARTICLE OF AMENDMENT.

9 Art. . Full power and authority are hereby given and
10 granted to the general court to prescribe, for the purpose of
11 developing and conserving agricultural or horticultural lands,
12 that such lands shall be valued, for the purpose of taxation,
13 according to their agricultural or horticultural uses; provided,
14 however, that no parcel of land which is less than five acres in
15 area or which has not been actively devoted to agricultural or
16 horticultural uses for the two years preceding the tax year shall
17 be valued at less than fair market value under this article.

Appendix A.
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