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[16] Building Communities

zoning, and the California Real Estate Association and subdivision reg-
ulations. These case studies reveal that the community builders were not
entirely satisfied with the apparatus of urban land planning agencies that
they had helped create during the 1910s, 1920s, and early 1930s. While
they continued to support planning in general, they often were opposed
to particular proposals, decisions, and laws. They also encountered a great
deal of conflict not just with planners and public officials, but with col-
leagues and competitors from within the ranks of the real estate industry.
As a consequence of this dissatisfaction, community builders began
searching for alternative and additional vehicles of land-use control, in-
cluding stricter and more extensive private restrictions, establishment of
newly incorporated suburban government jurisdictions and of metropol-
itan-wide regional planning agencies, and support for real estate business
regulation in place of planning commission authority.

Chapter 6 documents the successful completion of this search for a
better source of control through the powerful national intervention in
the mid-1930s of the Federal Housing Administration (FHA). FHA, in
close alliance with the large community builders and the major real estate
lending institutions, imposed standardized land planning requirements
on private subdividers and state and local governments. By 1940 FHA’s
influential Land Planning Division was fully implementing a set of pub-
lic-private planning goals that had been the basic suburban housing de-
velopment agenda of community builders and urban planners for three
decades. The creation of the modern residential subdivision, best sym-
bolized in the 1950s by the Levittowns and Park Forests, was essentially
accomplished by the late 1930s.2

CHAPTER TWO

THE RISE OF
THE COMMUNITY BUILDERS

Introduction

IN 1913, the California State Realty Federation (CSRF) published the
following advertisement for prospective clients:

At the present time there are three distincr classes of men engaged in the
Real Estate business in California, which for the sake of argument we will-
class as follows: First, GOOD; second, INDIFFERENT; third, BAD.

THE FIRST CLASS is composed of old, reliable firms whose reputation
for fair, square dealing has long been established; men who conduct their
operations along the lines of honorable, legitimate business methods;
property owners and taxpayers themselves vitally interested in building up
their own communities; men of affairs who contribute to the support of
churches, schools, chambers of commerce and all other progressive civic
institutions. They are as much interested in your future welfare as you are
yourself. Most of these are members of the California State Realty Feder-
ation and display the above seal in their offices.

THE SECOND CLASS is composed of that body of Real Estate men
who go into the business solely for the money that’s in it—many of them
new arrivals in the State, who operate along the lines of speculation, who
buy and scll without regard to any established board rates of commission,
and who, while operating in many cases in magnificently furnished (rented)
offices, are no more interested in the upbuilding of the community in which
they operate than the veriest stranger. While many of this class may be
doing business within the letter of the law, their methods are not endorsed
by the California State Realty Federation.

THE THIRD CLASS is composed of what is known as the “curb-
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stoner”—the real estate broker with his office in his hat. He has no regular
place of business, but is always on the street looking for prospective cus-
tomers. He hangs around the depot and watches for the stranger, or on
the sidewalk in front of some well-advertised firm. His only asset is a slick
tongue and he catches many a “sucker” and sells him a worthless piece of
land. He always has a “bargain™ that may look good to you on the surface,
but generally has a flaw in the ttle or some other defect that you do not
discover until too late. The California State Realty Federation has intro-
duced a bill in the present Legislature to put this class of men out of
business.! :

The California State Realty Federation (CSRF), founded in 1905, was
one of the oldest and largest state associations of local realty board mem-
bers. At the time the ad appeared, the CSRF was at the peak of its pre-
World War I strength, with 26 local boards and approximately one thou-
sand members.2 Two years later, in the face of a depression in residential
real estate brought on by the War, the State Federation nearly dissolved,
as did many of the smaller local boards. The struggle of the “First Class™
firms continued unabated, however. A real estate sales licensing bill passed
each biannual session of the California Legislature beginning in 1913,
and was signed by the governor in 1917 to inaugurate the first state Real
Estate License Law in the U.S. In that year, the CSRF changed its name
to the California Real Estate Association (CREA), which in the 1920s
became a powerful voice for state regulation of the real estate industry.?

This chapter examines the structural transformation of American urban
development that spawned the “First Class™ real estate firm as a central
node of a much broader network of entrepreneurial institutions in real
estate finance and insurance, land subdividing and development, con-
struction, and property management. As brokers, the “First Class,” joined
in the 1920s by elements of the “Second Class,” organized into local real
estate boards and state associations and a national association as mecha-
nisms designed to reduce competition within their highly competitive
industry and to rationalize and standardize economic relationships more
favorable to the larger realty dealers. The goals of the “Realtors,” as the
board and association members called themselves, included: (1) expand-
ing the share of the total dollar volume of real estate transactions handled
on a commission and fee basis by the brokerage industry; (2) stabilizing
the wide “boom-bust” sales activity and price cycles that often under-

The Rise of the Community Builders [19]

mined investor and consumer confidence in real estate purchase; and (3)
improving the pattern of urban land-use and quality of development to
increase the attractiveness, security, and growth potential of real estate
investment.

Goal #3 constituted the core program of what was often referred to
as “scientific city planning.” Certain members of the real estate boards
and associations, particularly the brokerage firms that specialized in direct
largc-scalc land subdividing for residential development, were frequently
strong supporters and even leaders in the movement to establish !ocal
planning commissions to guide public improvements and regulate private
land-use. This group of real estate executives I call “community build-
ers.” The fight for urban planning was an integral part of their local,
state, and national battle with the “curbstoners,” and was also a source
of conflict among their fellow realtors.

The community builders began as land subdividers and evolved into
homebuilders between 1890 and 1940, particularly during the 1930s with
the encouragement and assistance of the Federal Housing Administra-
tion. While some large subdividers and many operative builders were not
members of real estate boards, the Home Builders and Subdividers Di-
vision of the National Association of Real Estate Boards (NAREB) was
the main organizational framework within which most of the community
builders operated during the 1920s and 1930s. On the vital public issues
of land planning and regulation for development of the urban periphery,
the leading residential subdividers inside NAREB were more active and
influential lobbyists than any other organized group from the entire real
estate industry. They also played an important role both as allies and
adversaries of professional city planners. In the pages that follow, I will
describe and analyze the changing pattern of economic and political re-
lationships between the community builders and the curbstoners.

The Competitive Environment

Real estate brokerage is essentially a sales-oriented service in which a
broker acts as agent for a principal in arranging the sclling, purchasing,
or leasing of real property, including facilitating the completion of a
sometimes complicated set of related legal and financial transactions. The
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bulk of standard brokerage income has generally derived from commis-
sions as a percent of the sales price paid by the selling owner when the
agent sclls a property on the owner’s behalf. Income also derives from
arranging rental leases, managing property for an owner, appraising
property, selling property insurance, arranging and servicing property loans,
and a whole range of other activities, but sales commissions have always
been the bread-and-butter of the average brokerage business. The broker
gets his or her name by being the agent who represents the property
owner (or seeker, but mostly owners); this differentiates her or him from
sales personnel (“salesmen”), who are employed by brokers, generally on
a commission basis, to help the broker sell property. Realty clients pay
their commissions directly to brokers, not to salesmen; sales personnel
are paid by the broker.*

While some form of brokerage has probably always existed, real estate
brokerage in eighteenth- and nineteenth-century America was not so nearly
widespread an occupation as it subsequently became. Most people one
hundred or more years ago bought and sold or leased real estate for
speculation, investment, production, or consumption, directly on their
“own account.” The wealthy often employed middlemen or agents in
various phases of land transactions, but most other property owners acted
as their own trading representatives. A large number of new realty agents
first emerged most prominently in connection with the expansion of in-
terstate railroads and later with the growth of intra- and interurban transit
companies. These railway corporations platted, subdivided, and pro-
moted the sale of vast tracts of rural and urban land to international and
interregional migrants. Real estate agents employed by these transporta-
tion concerns helped promote the initial land sales, although the subse-
quent resale market frequently reverted back to direct “own account”
transactions between owners and purchasers (assuming there was a gen-
uine resale market rather than a speculative collapse).®

The largest and most stable of the more modem version of urban realty
brokers grew up with the advance of urban technology in the latter third
of the nineteenth century. These real estate leaders were closely allied
with the major transport companies, utilities, and other large landholders
and residential subdivider/developers, as well as with the newly formed
giant corporations that were changing the face of the fastest-growing
cities with the advent of the downtown headquarters “skyscraper.”$
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With the increasing pace of urbanization and the tremendous mobility
and constant turnover of the urban population, the volume of metropol-
itan real estate sales transactions both for vacant lots and for existing
buildings grew rapidly, providing vast opportunities for realty agents to
earn commissions by seeking out prospective purchasers among the
anonymous city populace.” This new source of income and employment
in realty sales mushroomed in the 1880s and early 90s, but there were
several serious problems with its potential long-run growth and success.?

The first set of problems applied to the buyers and sellers who dealt
with the agents. The industry had total ease of entry. It required no
capital to enter—anyone could call him or herself a real estate “agent.”®
Since all but the most sophisticated and professional buyers and sellers
entered the market only very infrequently in any single geographic area,
they were often quite unfamiliar with the salesmen, sales techniques, laws,
prices, customs, and even the physical property over which they were
bargaining. Thus they might be easy prey to unscrupulous real estate
operators, who could engage in substantial misrepresentation and even
outright fraud and then simply “fiy by night,” free of the business con-
straints that reputation imposed in a more closed community setting.
Since buyers and scllers were legitimately uncertain as to which realty
agents and proposed deals to trust, the real estate market periodically
suffered from halting fluctuations that in times of falling prices could
escalate to panic levels of disinvestment and “no confidence.”

The second set of problems belonged to the brokers. Given that there
were so many other sales agents in business, how could a broker whole-
heartedly pursue the sale of a property when the commission could so
easily be lost to a competing agent working to sell the same property, or
when the owner might play off a number of agents against one another
and then sell the property “independently” and refuse to pay any com-
mission? How could a broker charge a reasonable fee when he or she
was so vulnerable to being undercut by a “curbstoner” Given the gen-
eral level of mistrust, how could an honest broker engage in fair practices
without being out-competed by less scrupulous rivals, and how could
such a reputable dealer distinguish both the firm and the industry as
being sources of reliable and trustworthy service? Was there a way for
brokers to share market information without sacrificing deals? Could realty
agents work together to enhance the quality of real estate development
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in the community, as a more long-range strategy for expanding sales op-
portunities and increasing property values?!!

That the ultracompetitive situation caused serious problems for the
larger brokers can easily be gleaned from this admonition published in
the San Francisco Real Estate Board Bulletin in 1918, urging its members
to “COOPERATE WITH YOUR FELLOW BROKERS AND BOOST.”

If the client of another office makes a purchase and asks for your opin-
ion, don’t tell him he has been robbed, that you could have sold him the
same piece or a better one for less money. Don’t boost one part of town
by knocking another. Real Estate is a commodity the sale of which de-
pends largely on confidence in values, furure prospects and the brokers
expert advice. How can we build up a Real Estate Market, if, for every
broker who through hard work and sincere optimism effects a sale, there
arise a dozen knocking, disloyal malcontents who impugn the buyer’s san-
ity, the broker’s honesty, the value or prospective value of the property? 12

For some of the more prosperous and ambitious realty brokerage firms
in a number of the fastest-growing cities (particularly in the midwest and
far west), the answer to the various sets of competitive problems lay in
the formation of an industry trade association. Such an association would
act as an informal cartel to standardize transaction procedures, reduce
competition both within the association and especially from without, en-
courage cooperation among members, enhance the public image of bro-
kerage and of real estate investment, and act as a lobby to win needed
institutional changes from other private industry sectors and from differ-
ent levels of government. The primary vehicles for achieving these aims
were the local real estate boards, the state associations of local board
members, and the National Association of Real Estate Boards (NAREB),
founded by 19 local boards and one state association (California) in 1908.13

The initial agenda of NAREB was articulated by its executive secretary
during its first year of operation:

1. Organize in some way that will give a rating of men who handle
real estate, “something similar to Dunn’s or Bradstreet’s, but a moral
rating not a financial rating.”

2. Have some sort of sign to be displayed on every member’s office
wall showing membership in the National Association of Real Es-
tate Boards.
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3. Secure uniform state laws as to deeds, mortgages, and real estate

ontracts. . ..
Establish exclusive agency. “Exclusive agency would revolutionize

iness.” i i d to do.

hole business.” Local exchanges told hu_n this was har
g;;nv;;)ers said that owners wouldn’t agree to it. Nevertheless, urged
Halsey, “if we can say to owners you must sell through some one

an or you cannot sell through any of the members of this board,
k.” 14

4.

m .

we can make it stic

The first big debate in NAREB was over the issue of whether a t.>rokcr
was an entrepreneur in the sense of bcigg a dcalcr.an.d spcc.ulator in real
estate, or whether brokers were profcssmnal ﬁduaarxcs, akm.to lawy.crs
who represent a clienf’s interest subject to strict rules to avoid .conﬁncts
of interest. NAREB essentially opted for thc. lathr approach, which con-
stituted the beginnings of the “professionalization” of r.ealty brokerage.
Probably the key step was taken in 1915 when the national conference

- in Los Angeles agreed that

An agent has no right to sell his own property to his .cli.cnt, or hif'nsclf t-)uy
a property from a client who is paying him a2 commission for his services
as agent, unless he has his client’s full knowledge and consent. Nor is it

rmissible for a broker in the employ and pay of one of the parties to
make a deal to take compensation from the other party to the transaction
without the knowledge and consent of each.'

Once the local real estate boards firmly decided upon the notion of
providing a service as a fiduciary agent rather than competitive self-deal-

“ing or double-dealing, the way was then clear to push for the major

structural changes that have made the modern brokerage profession pos-
sible, namely “exclusive” agency made legally binding by written con-
tracts, the multiple listing system, and standard fixed commissions with
clear and enforceable guidelines among realty agents for splitting com-
missions. The exclusive agency provision and the standard commissions
introduced the elements of monopoly the brokers felt they needed in
order to ensure adequate remuneration for their efforts; the multiple list-

ing system and the cooperative commission arrangements organized the

real estate market such that the elements of monopoly also expanded

 rather than contracted the range of service and market coverage that a

client could receive from any one particular agent. Brokers could now
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share market information and even sales efforts without undercutting each
other or risking loss of compensation.'¢

The principal means that the local boards used to pursue the above-
outlined institutional rationalization was by exercising a form of collec-
tive market differentiation and market power. Members of local boards
were advertised by the board and advertised themselves individually as
being part of a select, elite group. After 1916, all members of NAREB,
and only members of NAREB, were legally entitled to use the new brand
name of “Realtor.” To deal with a “Realtor,” a client was generally asked
to agree to exclusive agency, written contracts, and standard commissions
and fees, and in exchange would receive the advantages of multiple list-
ing of the property through a wide network of active and reputable
agents.”

The image of a “Realtor” was further reinforced by NAREB’s pro-
mulgation of a Realtor’s Code of Ethics, beginning in 1913. The Code
of Ethics created internal rules for enforcing relations between realtors in
order to put substantial teeth behind the new cooperative arrangements.
A realtor who failed to obey the rules could be fined, censured, or even
expelled from the board, in which case he could no longer call himself a
“Realtor” and would be denied access to the economically advantageous
Multiple Listing Service. The Code also contained standards of fair prac-
tice for dealing with clients and with the general public, such that a client
or citizen could file a complaint to the local board, whose Grievance and
Arbitration Committee would presumably investigate and take punitive
or corrective action where appropriate. Realtors’ willingness to act as
monitors of honest business behavior served to enhance their reputation
vis-3-vis their numerous agent-competitors, to help exorcise what they
saw as a “curbstone” mentality from their increasingly professionalized
approach. Since most of the realtors, as local board members, were in
fact a select group of the more prosperous and well-established metro-

politan firms, the Code of Ethics and the “Realtor” name became self-~

fulfilling prophesies both of structural change in the industry and of the
concomitant rise in economic and cultural respectability.!8

Being a select group, however, had both positive and negative aspects.
The positive side was that the realtors managed to successfully differen-
tiate their own image from that of the run-of-the-mill (“Second Class”)
agent and particularly from the “curbstoner.” The negative side was that
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there were still hundreds of thousands of these other dealers in the U.S.
busily secking after and brokering realty transactions, inflicting a great
deal of competitive impact on the real estate industry’s image, on its cost
and price structure, on supply and demand, and on physical urban de-
velopment patterns and practices. .

The privately administered Code of Ethics could only be used to dis-
cipline a small portion of the total number of full- and part-time realty
dealers. Even the worst sanction that could be applied under the Code
was expulsion from NAREB, which still allowed the presumably guilty
broker to continue to engage in disapproved business methods. To solve
this dilemma, NAREB members turned to state governments for assis-
tance. They demanded that all real estate brokers and sales agents be
licensed and regulated by state authority.'?

Beginning in 1913, when the California Real Estate License Bill passed
the legislature but was vetoed by Governor Hiram Johnson, realtors waged
a vigorous campaign for state licensing. By 1919 California, Michigan,
and Oregon had license laws on the books. A decade later 27 states were
enforcing regulatory real estate licensing procedures covering approxi-
mately 115,000 brokers and 150,000 salesmen.?

The various state license laws all required registration for a modest fee,
complete with personal references and sometimes with an entrance ex-
amination and/or the posting of a performance bond. The fees covered
the administrative costs of the real estate commissions or licensing boards
that were newly established in most states to enforce the license laws.
These state agencies were generally empowered to investigate citizen
complaints and to suspend, deny, and revoke licenses. In some cases and
states, licensing boards could require certain forms of public disclosure
of financial information in connection with real estate transactions, could
issue cease-and-desist orders to block sales, and order that refunds be
paid to aggrieved purchasers and clients. Many states also required pro-
spective licensees to fulfill certain educational requirements and to pass
written examinations. A few states even utilized a portion of the license
fees to fund college-level real estate education and research.?!

The professed goal of many of the “First Class” realty dealers was to
use licensing both to regulate industry behavior and to eliminate and
exclude the bulk of existing and potential agents from the real estate
profession. The leading realtor-advocates of licensing wished to make the
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registration process expensive to the applicant, to require stringent edu-
cational and other qualifications for acceptance into the field, and to make
enforcement against abuse swift, strict, and certain. In no state were any
of these conditions ever realized. However, it is probably fair to say that
licensing did act as a very mild deterrent to entry into the business, as
well as helping to curb some of the worst abuses. The state secretary of
the California Real Estate Association in 1928 expressed both the mod-
est reality and his fervent hope:

The ratio of brokers to population is steadily falling under the present
laws. . . . The writer foresees the day when a real estate broker’s license
will be on par with a seat on the stock exchange, or Wall Street. The prices
may never reach from $50,000 to $300,000 a seat, but surely in their
evolution, the real estate men will inevitably see that to handle other peo-
ple’s money, they should put up financial security with the State. This, to
the writer’s mind, is inevitable, if the business is to ultimately approach the
standing of banking or medicine, and is run on a scientific basis.

A hit-or-miss policy in modern business life is destined to be crushed
out under the law of the survival of the fittest, the educated and the finan-
cially responsible.??

The hoped-for transformation was never so dramatic as the largest of
the “First Class™ brokers envisioned, probably because the average realtor
still operated on a scale that by overall U.S. industrial or commercial
standards was considered a very small enterprise. Nevertheless, the ad-
vent of licensing represented another important manifestation of the ma-
jor structural shift that was occurring, and NAREB rose to prominence
partly as a result of its leading role in the licensing crusade. In nearly
every state, the local real estate boards and state associations were a key
lobbying force behind state legislative and executive actions.??

Licensing was seen quite explicitly by many government officials and
NAREB supporters as a method of imposing the Code of Ethics on the
multitudes of non-“Realtor” brokers and salesmen. Many of the state
agencies established to enforce license laws were directly controlled and
administered by real estate board leaders from their respective states; in
some cases the license laws expressly mandated such control. The con-
nection between state licensing and NAREB was so close that in 1924
NARESB, a distinctly nongovernmental body, organized the National As-
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sociation of Real Estate License Law Officials. This body met annually
as part of NAREB’s own national conference to exchange ideas between

realtors and public officials about extension and enforcement of state li-

cense laws. 2%

One need only look at some relevant numbers to understand the in-
ordinate influence of the realtors on state real estate regulation in relation
to the overwhelming majority of those being regulated. In California, for
example, the California Real Estate Association had 70 members in early
1920. Total local board membership statewide, including the flagship
Los Angeles Realty Board, was approximately 400. And yet in 1920, the
California Real Estate Department issued licenses for 30,000 brokers and
saleswomen and men, many of whom “were bitterly opposed to the Act
and sought every opportunity to discredit it.”5 Most issues of the de-
partment’s California Real Estate Directory-Bulletin contained proceedings
from the CREA annual convention or other statements by leading real-
tors. All licensed brokers in the state received copies of CREA publica-
tions. The state real estate commissioner, a well-known realtor, openly
promoted local real estate board and CREA membership among the state’s
licensees. By 1927 the number of licensees in California reached 68,000,
and CREA membership had climbed to a prosperous 5,000. Perhaps it
is reasonable to say of California’s license law that “with its passage or-
ganization of the State real estate business became possible by the Real-
tors.” 26

Another illustration of the close relationship between NAREB’s lead-
ership and state regulation of the real estate business came in the 1930s
when the Nebraska legislature wrote the entire text of the Code of Ethics
into the state license law. Later on a number of other states followed
suit.?”

The fact that real estate board members were generally larger in busi-
ness size than the typical real estate broker was confirmed by two major
national surveys conducted in the mid-1930s. The first was a 1933 sur-
vey of NAREB members. This survey, compiled for the U.S. National
Recovery Administration (NRA), covered all 10,641 active NAREB
members, representing a dramatic Depression-induced decline of nearly
16,000 from the peak membership year of 1926.28 The second survey,
of 36,137 real estate agencies and brokerage offices, was undertaken in
1936 by the U.S. Bureau of the Census. The latter survey took place
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under somewhat improved economic circumstances for the real estate
industry. It established that California was the leading state in the num-
ber of real estate offices, and New York state was first in total real estate
employment, and in brokerage income.?

The Census Bureau analysis stated that “many proprietors reported no
paid employees whatsoever, and many others represent one-man estab-
lishments except for the services of a single clerical employee.”3® The
average number of clerical and sales employees per establishment in the
Census study, including proprictors and executives, was 1.3. Among
NAREB members, however, the average number of office executive, cler-
ical, and sales workers per business was 3431

An additional finding of the NAREB survey was that for the larger
brokers that engaged in property management, the 2,400 who engaged
in office and business property management employed an average of 5.5
workers directly related to this function, and the 1,900 NAREB mem-
bers engaging in apartment building management employed an average
of 6.3 workers. These figures cannot be compared to the Census survey,
however, because the latter study did not report data on direct employ-
ment in property management.32

NAREB Influence in Washington, D.C.

NAREB’s rise to prominence as 2 national organization and its strong
role in federal policymaking began in 1917 with the advent of U.S. entry
into World War I. Headed during the war years by Los Angeles realtor
Colonel William May Garland, NAREB actively assisted the federal gov-
ernment in appraising and acquiring property and facilitating new con-
struction. Many leading realtors were instrumental in creating the Real
Estate Division of the U.S. Housing Corporation (USHC). This Divi-
sion established a special federal mortgage loan program to stimulate
private construction of moderate-cost housing for war workers, supple-
menting the government housing construction program of the USHC
directed by city planner F. L. Olmsted, Jr.33

With the accession of Herbert Hoover as secretary of commerce in
1921, NAREB became an important and highly favored trade associa-
tion working closely with the Commerce Department’s newly created
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Division of Building and Housing, as well as with other federal agencies.
By the early 1930s NAREB was a major presence at the U.S. President’s
Conference on Home Building and Home Ownership in 1931 and a key
national lobbying force behind the creation of the Federal Home Loan
Bank System, the Federal Housing Administration, and a number of ad-
ditional federal policies and programs.*

The most visible symbol of the realtor’s national power came in 1933,
when the National Recovery Administration (NRA) was promulgating
restrictive federal codes of “Fair Competition” for every substantial in-
dustry in the country. In September of 1933, NAREB submitted to the
NRA proposed codes for the “Real Estate Business,” separated into five
distinct components: (1) “Real Estate and Insurance Brokerage Busi-
ness”; (2) “Real Estate and Building Management Business”; (3) “Real
Estate Mortgage Business”; (4) “Land Development and Home Building
Business”; and (5) “Real Estate Appraising Business.” % In its cover let-
ter accompanying the proposed codes, NAREB’s president and its Code
Committee chairman stated:

Real Estate has frequently been estimated to comprise at least one half
of our national wealth. In spite of its importance, however, real-estate
methods are generally unstandardized. The National Association of Real
Estate Boards is the only articulate nation-wide body representing real es-
tate in all of its branches. The Association believes that a great opportunity
exists at this time to standardize and coordinate the work it is doing and
the work that is being done by several other national associations covering
important but restricted fields, such as the National Association of Build-
ing Owners and Managers, Mortgage Bankers Association of America, the
National Association of Apartment House Owners, and others.

Because of lack of coordination, there has not been sufficient planning
with respect to the production of improvements and their adjustment to
current needs. As a consequence we have periods of feast and famine. Lack
of coordination has also produced costs that are frequently excessive and
that are an obstacle to home ownership. The present crisis offers an op-
portunity for the major interests and activities in the real-estate field to
work together for more intelligent development of sites, better planning
and construction, sounder financing methods, and more productive man-
agement.%

The first of the NAREB codes officially approved by the NRA was for
the “Real Estate Brokerage Industry,” in April of 1934. This code re-
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quired 2/l “Members of the Industry” to register with the Code Author-
ity and to pay a registration fee to finance the administration of the Code
Authority, which was the NRA-designated national code enforcement
body for the particular industry. The Real Estate Brokerage Code speci-
fied that the national Code Authority would consist of 11 voting mem-
bers, 8 of whom must be appointed by NAREB. It further stated that
local code control boards would be created to aid in enforcing the new
industrial law. The Code mandated that these local code boards would
be established by local real estate boards, or, where no realty board ex-
isted, by NAREB. The section of the Code on Trade Practice Rules
enumerated “methods of unfair competition” that would be considered
illegal violations of the NRA Code if practiced by any registered Member
of the Industry (any unregistered broker would automatically be in vio-
lation), subject to fines and imprisonment. Not surprisingly, the 18 Trade
Practice Rules were quite similar to the Realtor’s Code of Ethics.?”

Linkages and Institutional Transformation

The fact that NAREB drafted the proposed five NRA codes for “real
estate in all of its branches” was a sign of the increasing institutional
interconnectedness that had been spawned in the real estate industry dur-
ing the preceding three decades. The largest of the brokers now stood
near the center of a broad network of economic actors shaping the de-
velopment process.®8 (See table 2.1.)

Having first organized a trade association and licensing laws to secure
strong market power within real estate brokerage, the large brokers en-
hanced this power through their central position as an integrating force
in the increasingly complex institutional process of urban land develop-
ment. Many of the larger brokers and builders became “developers,” pro-
viding the service of managing and linking together the various stages of
transforming parcels of unimproved land, from the initial subdividing
process through the construction of improvements to the selling and
renting of the completed structures. These stages became increasingly
integrated in each decade from the 1900s to the 1930s; however, even
when the stages were disconnected by transfer of ownership, large real
estate brokers were often involved in each different stage of ownership
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TABLE 2.1
The American Real Estate Industry, 1890—1940

Brokers and Sales Agents

Renting and Leasing Agents

Building and Property Managers

Appraisers

Operative Builders

Contractors and Subcontractors

Equipment, Materials, and Appliance Manufacturers and Suppliers
Subdividers and Land Developers

Transportation and Utility Companies

Architects and Civil Engineers and Landscape Architects
Lawyers and Accountants

Fire and Property Insurance Companies

Title Insurance and Trust Companies

Commercial Banks

Life Insurance Companies

Mutual Savings Banks

Building and Loan Associations (Savings and Loans)
Mortgage Companies (Mortgage Bankers)

transaction. The new production-oriented broker-developers went one
step further, actually coordinating multiple activities and involvement of
financial institutions and insurance companies, contractors and subcon-
tractors, architects and engineers, and other key actors in the develop-
ment process. The overall institutional changes in land development
practices that led to greater control by substantial private firms and pub-
lic agencies also enhanced the central position of the biggest real estate
broker-developers, the leaders of NAREB’s Home Builders and Subdi-
viders Division—the community builders.3°

Finance

The single most important institutional change in urban property de-
velopment after 1900 was in the area of real estate finance. Up to the
late nineteenth century the vast bulk of real estate transactions were fi-
nanced either directly from personal savings or through small loans in-
formally arranged through relatives, friends, or very small local lenders.
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By the early twentieth century this situation was dramatically shifting.
Both the proportion of real estate transactions financed through mort-
gage debt and the proportion of mortgage debt held by financial insti-
tutions were rapidly rising. Property acquisitions often carried multiple
mortgages on them. Commercial banks, mutual savings banks, life insur-
ance companies, and savings and loan associations all significantly ex-
panded their mortgage lending. The average length and the loan-to-value
ratio of first mortgages began increasing, and self-amortizing repayment
schedules grew in usage. In the 1920s, mortgage bonds appeared as a
major new source of financing, and mortgage guarantee insurance and
secondary mortgage markets also grew in importance.®

In 1923, the U.S. Census reported that the number of mortgaged homes
(as opposed to debt-free) nationwide had increased by 43 percent be-
tween 1890 and 1920, with a steady upward trend in the intervening
years. The actual number of existing home mortgages grew by 350 per-
cent during these 30 years, with the amount of debt increasing six-fold
to six billion dollars.#! The Census survey was taken in a real estate
depression year, 1920, and before the unprecedented expansion of mort-
gage lending that dwarfed all previous statistical peaks, with the total
residential mortgage debt more than tripling between 1920 and 1930.42
This Census study, prepared by economist Richard T. Ely, also revealed
that mortgage financing, which in 1890 was confined mainly to upper-
income purchasers, had by 1920 extended to smaller, lower-priced, mid-
dle-income housing, symbolizing another key change in institutional real
estate development patterns.*? The revolutionary rise in higher loan-to-
value debt financing for residential realty, often ascribed to the post-World
War II era, clearly began in the early decades of this century.

Between 1850 and 1900 a national urban network of all of the main
types of modern financial institutions took shape. After 1900, substantial
growth in institutional mortgage debtholding occurred, foreshadowing
the floodtide of real estate lending during the 1920s boom. For example,
the institutional share of residential mortgage debt increased from 49.5
percent in 1896 to 66 percent by 1912.*

Savings and loan associations, originally called “Building and Loan,”
first experienced dramatic growth in the 1880s. After the depression of
1893, they settled down to a more modest growth rate.*s By the 1920s,
however, “S&Ls” had emerged as the top mortgage lender among all
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competing financial institutions, particularly in 1-4 family residential
dwellings.* To illustrate the scale of institutional growth, in 1893 the
total number of properties mortgaged by S&Ls in the previous 31 years
was just over 300,000. Yet in just 10 years, between 1920 and 1930,
savings and loans mortgaged 4.35 million properties, totaling more than
15 billion dollars in loans.#” Acknowledgment of their growing role in
real estate finance reached national headlines in 1932 when President
Hoover and Congress created the Federal Home Loan Bank System. 8

Prior to the 1920s, mutual savings banks were the largest residential
mortgage lenders, and their lending activities also steadily increased in
the post-1900 period.*® The main reason for their declining relative share
of total institutional lending was their concentration primarily in just one
region of the country, the northeast. Within that region, however, they
excrcised considerable influence on real estate market activity.5®

State-chartered commercial banks were among the oldest of institu-
tional mortgage lenders, dating back well into the nineteenth century.
The rise of commercial banks as major mortgage lenders did not begin
until the early twentieth century, when the Federal Reserve Act of 1913
and a key amendment passed in 1916 paved the way for federally char-
tered commercial bank involvement. National bank real estate lending
was further expanded with the passage of the McFadden Act in 1927,
and again through the creation of the Federal Housing Administration
(FHA) in the 1930s.5!

Life insurance companies in 1900 were the third largest institutional
residential mortgage lenders after mutual savings banks and savings and
loans.52 As a percentage of their own total assets, however, life insurance
companies have traditionally been very heavily involved in mortgage in-
vestment, more than any other financial intermediary except savings and
loan associations. Dating from the 1860s, anywhere from one-quarter to
one-half of the total U.S. life insurance company portfolio has consisted
of real estate mortgage loans, with another major portfolio segment in-
vested in direct real estate ownership.®? Life insurance holdings of mort-
gages grew enormously during the 1920s. The larger companies played
a particularly important role in handling the big commercial and indus-
trial mortgages, and in creating and standardizing the national mortgage
market for lending on residential property.5*

Mortgage companies, also known as mortgage bankers, were yet an-
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other key financial innovation to grow in institutional status during the
carly twentieth century. In a sense these companies were engaged in
mortgage brokerage, as they basically acted as intermediaries between
prospective borrowers and prospective lenders. They would originate loans,
both first mortgages and especially second or junior mortgages, and then
sell them to financial institutions or investors, often continuing to man-
age the loan and receiving a fee for this service.® This institutional
arrangement was a vital forerunner of the secondary mortgage market
that reached national fruition with the establishment of the Federal
National Mortgage Association (FNMA) during the 1930s.5¢ Per-
haps a related development to mortgage banking in the 1920s was the
growth of mortgage bond houses, who sold securities to investors backed
by real estate mortgages. The main difference was that mortgage bankers
sold individual mortgages mostly to financial institutions, whereas the
bond brokers sold mortgage-backed securities primarily to individu-
als.%”

Realtors were vitally interested and in many cases intimately involved
in promoting the expansion of financial institutions into real estate lend-
ing. Since realty brokers’ primary source of income came from earning
commissions from the sale of real property for clients, the brokers were
anxious to pursue any means of widening the market for their product.
Availability of financing became increasingly important with the chang-
ing pattern of realty transactions beginning in the 1880s. The organiza-
tion by NAREB of a separate Mortgage and Finance Division in 1923
was a recognition of this crucial connection.*®

Many of the larger real estate brokers were actively engaged in finan-
cial operations both as agents of other institutions and as lenders for
their own institutions. The most common form of involvement was as
an agent. Reputable brokers would steer prospective borrowers to finan-
cial institutions with which they had ongoing relationships and receive a
percentage fee from the value of every mortgage loan they successfully
“brokered.” In some cases, they were officially authorized to initiate cer-
tain types of mortgage loans for these institutions. Many of the major
life insurance companies maintained “correspondent” relationships with
realtors in various cities.5’

In addition, the bigger realty brokers generally had their own “Mort-
gage and Loan” departments to make, sell, and service loans. Some real-
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tors would spin off separate mortgage companies to expand their busi-
ness in the area of financing, usually as a supplement but occasionally as
an alternative to brokerage. Such an orientation explains the very close
connection between NAREB and the Mortgage Bankers Association of
America (MBAA), which was founded in 1914. The Mortgage and Fi-
nance Division of NAREB wrote the proposed NRA code for the “Real
Estate Mortgage Business” in conjunction with the MBAA.%°

Moreover, beginning in the early twentieth century major real estate
brokers often directly controlled, or were very closely associated with
directing, local financial institutions. As Leo Grebler has pointed out,
“realtors, for example, have sometimes controlled savings and loan asso-
ciations or country banks to such an extent as to make them adjuncts to
their operations.”®! Economist Herbert Simpson, writing about the role
of financing in the tremendous wave of suburban land speculation during
the 1920s, underscores this growing link between realty brokers and fi-
nancial institutions:

A particularly ominous development was the expansion of the banking
system itself for the specific purpose of financing real estate promotion and
development. Real estate interests dominated the policies of many banks,
and thousands of new banks were organized and chartered for the specific
purpose of providing the credit facilities for proposed real estate promo-
tions. The greater proportion of these were state banks and trust compa-
nies, many of them located in the outlying sections of the larger cities or
in suburban regions not fully occupied by older and more established banking
institutions.®

Another indication of the substantial difference between the average
small realty broker and the larger realtor was in the area of real estate
finance. The U.S. Census of Business reported for 1936 that of the 36,137
real estate agencies surveyed, the average income from “placing of loans
and mortgages” was just 5.8 percent of average total income.%® For the
10,641 realtors surveyed by NAREB in 1933, income from negotiating,
renewing, and servicing mortgages was significantly higher than the Cen-
sus figures both in average dollar amounts and as a percentage of total
income. Thus the realtors were much more involved in financing and
earned more from doing so. About one-fourth of the NAREB members
surveyed were heavily engaged in mortgage brokering, and 190 of the
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NAREB members maintained simultaneous membership in the Mort-
gage Bankers Association of America.®*

Insurance

The selling of property insurance (fire and casualty) overlapped signif-
icantly with the growth of the modern realty brokerage industry. The
majority of brokers, both large and small, generally sold some form of
property insurance on a commission basis.®® In this case their paying
client was an insurance company. During the latter decades of the nine-
teenth century, with the explosion of high-density city-building, fire in-
surance sales entered a period of rapid expansion. Many of the large real-
tors maintained strong ties to the big fire insurance companies and their
local agents. The Los Angeles Realty Board, for example, created in 1903
a local association of fire insurance agents, using the Realty Board’s office
and staff.%

According to the 1933 NAREB survey of its members, realtors en-
gaged in a larger number of business transactions selling property insur-
ance policies than they did in selling real estate. The Census of Real
Estate Agencies and Brokerage Offices found that 60 percent of all realty
offices were actively engaged in selling property insurance in 1936. As a
consequence of this strong link, NAREB maintained good relations with
the National Association of Insurance Agents, an organization founded
in 1898 to represent fire and casualty insurance firms.%”

A closely related link in the transformation of the property develop-
ment industry was the rise of title insurance and trust companies. Real
estate lawyers led the effort to organize private title abstract companies
in the late nineteenth century in order to rationalize and coordinate the
burgeoning and expensive title search process. Once good abstracting
services were established, the financial intervention of title insurance soon
followed. The creation of title insurance played a critical role in facilitat-
ing and standardizing real estate transactions: transfer of title at once
became safer for the purchaser and easier for buyers, sellers, and brokers.
Adding the trustee function, the holding of deeds in trust for property
owners, further improved the reliability and efficient organization of realty
transactions.5®
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In most large metropolitan areas title insurance and trust companies
held oligopoly or even monopoly status, and exercised a great deal of
economic and political power in the real estate field. Prominent real es-
tate brokerage firms often were closely connected to the title companies.
The American Title Association, organized during the national “Panic”
of 1907, worked together with NAREB leaders on many issues of mu-
tual concern. The California Land Title Association and the California
Real Estate Association went a step further, sharing their magazine, Cal-
ifornia Real Estate.®®

Property Management

Big real estate brokerage firms generally handled sales, leasing, and
management for large-scale landowners and property developers. In some
cases the major downtown realtors developed and owned their own of-
fice buildings with one floor as headquarters and the rest of the space for
lease. This entrepreneurial role was in addition to their acting as agents
for other central business district property owners. Many of NAREB’s
leaders were closely intertwined with the members of the National As-
sociation of Building Owners and Managers (NABOM), founded in 1908.
NABOM, whose monthly magazine was called Skyscraper Management,
was a strong lobby for the urban land-use interests of large downtown
corporations and office building developers and investors. Particularly when
real estate boards were located in sizable central cities, there usually was
a contingent of realtors who worked together with the local building
owners and managers organization on issues of common concern.”®

Real estate board members also acted as brokers for major land-exten-
sive owner-developers on the outskirts of the spreading metropolitan areas.
These included most significantly the electric urban transit companies,
but also involved other large private utilities owners, newspaper publish-
ers, manufacturing and mining corporations, railroad companies, and major
agricultural interests. Periodically there existed much common ground
between the realtors and these more powerful economic institutions re-
garding the adoption of public and private policies to stimulate urbani-
zation and urban property development.”!




]

[38] The Rise of the Community Builders
Builders

Builders, like real estate agents, were very numerous, and most of them
operated on a very small scale with few if any regular employees. The
majority of general contractors and special trade subcontractors were ac-
tually building trades journeymen who moved back and forth between
hiring construction crews and working on them. The bulk of building
construction work performed was done under contract. Even in the area
of housebuilding, contract construction executed by small local contrac-
tors and subcontractors was the norm. Owner-built homes were more
common than housing built on speculation for direct sale.”

Estimates of the total number of contractors and subcontractors active
during any one year in the latter 1920s ranged from 140,000 to 200,000.
Disparities in scale of operations between big and small were quite sub-
stantial. The U.S. Census reported for 1929 that the top twenty percent
of contractors and subcontractors averaged more than $200,000 worth
of annual business, whereas the remaining 80 percent averaged less than
$9,000.7 Of firms in all branches of building and nonbuilding construc-
tion, residential building, particularly housebuilding, ranked at the low-
est end of the average scale of operations. The U.S. Bureau of Labor
Statistics calculated in 1938 that even in the largest cities, the typical
housebuilder constructed less than four houses a year, with most buiid-
ing only one or two per year. Very few firms built more than 10 houses
annually.”*

Building contractors and subcontractors engaging in large-scale con-
struction generally did so under contract, with payment by the purchaser
of the construction services. The profit on construction work was assured
regardless of the ultimate economic fate of the building once completed.
Often large commercial office buildings, hotels, apartment buildings, and
other facilities were built on speculation for sale or lease, but the specu-
lators were real estate promoters, financiers, and investors, not building
contractors. Operative or operating builders, also known as speculative
or merchant builders, were very much the minority breed within the
construction industry. These were builders who constructed buildings for
their own account, as owners rather than under contract, in order to sell
the completed building or lease space in it for a profit. Among the high
volume builders in 1929 (the top 20 percent), the U.S. Census deter-
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mined that only 2.5 percent were “operative builders.””® These were the
cream of their trade, occasionally venturing to erect office or apartment
buildings, but generally concentrating on speculative homebuilding. Many
smaller individuals and firms in the construction trades periodically built
one or several dwelling units on speculation for sale, but few engaged in
operative building on a sustained year-round basis. With the exception
of construction equipment and materials manufacturers and distributors,
the “construction industry,” meaning contractors, sold services, not
products.

Who sold the products? Real estate dealers did so, either as brokers
for an owner-client, or directly for their own account. In the process of
production that led to new building construction, a broker might sell a
piece of land to an investor, who would then contract with a builder to
erect a structure, and then engage a realty broker to either sell the com-
pleted building, or lease the building space and manage the property.
Alternatively, a broker would sell land to a user-purchaser who would
then contract with a builder to construct a facility for the purchaser’s
direct consumption. The broker might also help arrange mortgage fi-
nancing for the purchaser, for an additional fee. In another common
scenario, a speculative builder would buy land from a broker acting as
agent for a subdivider or lot owner. The builder would then construct
one or several houses on the land, and then hire a broker on commission
to sell the house or houses. Larger merchant builders who constructed
groups of houses on a more sustained basis often made special arrange-
ments with brokers for selling their properties at a flat fee or commission
rate somewhat less than the standard rate for an individual sale. Except-
ing such large-scale homebuilding operations, the typical relationship be-
tween operative builders and real estate brokers and salesmen was as fol-
lows:

A builder may employ licensed real estate salesmen on a weekly salary
basis or on a fee basis at less than 5 percent, but broker members of real
estate boards have fixed the fee at 5 percent of the value. Nevertheless, in
the transactions connected with one final sale a real estate broker may ob-
tain even more than this share of the value. For instance, he may negotiate
the sale of the land, for which he receives a 5-percent fee, and later, when
the houses are built, he may negotiate their sale, for which he receives
another 5-percent fee. Moreover, he may act as mortgage broker in obtain-
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ing the financing and receive three-fourths of 1 percent on the amount of
the mortgage. Thus the real-estate business obtains a fairly large share of
the total housing price.”®

The untypical, but more important relationship, was that the larger
merchant builders were primarily real estate dealers, and only secondarily
general building contractors. In some cases, building materials manufac-
turers also engaged in merchant housebuilding in order to test, model,
publicize, and market their materials. Most of the time, however, the
large operative builders were first and toremost real estate firms. The
1930 census reported that “Many real estate firms act” as “operative or
speculative builders.””” They made their profits off the sale or lease of
land and buildings, and not off the construction of buildings per se.
Construction services as general contractors were performed “at cost” to
themselves, simply as an adjunct to the principal business of real estate
promotion. The U.S. Census study aptly characterized this duality:

As a general rule, he was not in the construction business to make a profit,
and the contract value which he put upon his buildings was approximately
what actually cost him to build them. He had, as it were, two edges to his
sword, and the one which cut profits out of the sale or actual operation of
his buildings was the sharper of the two.”

Land Subdividers

With the increasing spread of urbanization and suburbanization made
possible by transportation and utility improvements and the expansion
of urban employment opportunities, many real estate entrepreneurs en-
tered the subdivision business beginning in the 1870s and 1880s. Sub-
dividers would purchase multiple acreage of undeveloped agricultural land
at the fringe of the growing city, and “subdivide” the land into allot-
ments or building lots for individual purchase. These lots were sold either
directly to prospective owner-residents, or to speculators interested in
profitable resale, or to operative builders.”

Subdivision quality varied enormously. Many subdivisions consisted of
no more than a few stakes in the ground, an ungraded road, an unre-
corded plat, and a defective title. Others were elaborately landscaped with
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full streets and utilities already installed. Mostly unimproved subdivisions
(though with clear title) were the typical variety up to and including the
1920s. Public improvements came after sales, through special tax assess-
ments on the new lot owners. The more ambitious, larger-scale, and less
speculative-minded subdividers distinguished themselves as being genu-
ine land “developers” by contracting for extensive engineering and land-
scaping improvements. Despite this form of development, however, they
usually erected few if any buildings on the subdivided land prior to
commencing lot sales.8¢

Real estate brokerage firms were involved with subdividers in two dif-
ferent ways. First, brokers and salesmen sold subdivision lots, on either
a commission fee or salary basis, for subdividers. Second, many brokers
were themselves subdividers, buying tracts of land and selling subdivided
lots for their own account, or subdividing and selling land by contract
with the landowners. Lot purchasers, if they were either speculative builders
or nonspeculative consumers, usually made their own arrangements for
erecting dwellings or other structures on their lots. Occasionally the bro-
kers or the broker-subdividers directly assisted the purchasers in arrang-
ing for financing contract construction on the lot. This assistance would
be provided for an additional fee. The primary business of the subdivider
was selling the lots, and not contracting for building construction either
before or after land sales.?!

Subdivision sales to the middle classes became more widespread in the
early twentieth century, and particularly in the 1920s, when subdividers
essentially entered the financing business by selling lots on land contract
with 10 to 20 percent down and the rest due in monthly installment
payments.3? Realtor-subdivider William E. Harmon of New York is gen-
erally credited as being a pioneer of land contract installment selling.
Harmon’s ideas for mass production and sales of residential subdivision
lots also included increased land planning to rationalize the development
costs and enhance the marketability of large-scale subdivisions. His fa-
vorite design feature was the dedication of subdivision acreage for parks
and recreation areas, which he claimed always boosted sales prices and
profits, despite the added costs.®

During the 1920s and 1930s, some of the larger subdividers began
evolving into merchant builders, putting up homes directly for sale with
the lots, rather than on contract after lots were sold. The initial impetus
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for this change was the competition for lot sales due to the tremendoys
oversupply of subdivision lots in most urban areas by the mid-1920s. A
few of the large-scale subdividers had earlier moved into the homebuild-
ing field, especially in the Midwest, and these real estate dealers discov-
ered that combination lot-house sales were more stable, profitable, and
marketable than pure lot sales. Once the speculative subdivision resale
boom had collapsed by the late 1920s, other subdividers with sufficient
capital or credit began to follow suit.?* :

The transformation from broker to land subdivider to homebuilder ag
an economically integrated community builder was already evident by
the latter half of the 1920s. The following testimony, given before the
U.S. Temporary National Economic Committee in 1939, clearly deline-
ates the structural transition from subdivider to subdivider-homebuilder:

MR. DAWSON: My name is Allen H. Dawson, and I live in Glenview, IIL

MR. O’CONNELL: And your business—

MR. DAWSON: And I am a partner in the firm of Smith and Dawson. We
are developers and builders of homes.

MR. O’CONNELL: You are builders and developers of real estate properties?

MR. DAWSON: Yes.

MR. 0’coNNELL: How long have you been in this business?

MR. DAWSON: Why, we originally went into the business about 1926 and
we were more then in the selling of the vacant land up until about 5 or
6 years ago; we didn’t do an awful lot in the construction end of it, and
when it became so difficult we couldn’t sell the land we started building
homes.

MR. O’CONNELL: Prior to 1928 had you had practical experience in the
construction business?

MR. DAWSON: No; I didn’t have any experience before that time.

MR. O’CONNELL: Since you have been in business I take it that you have
developed a number of subdivisions, so to speak?

MR. DAWSON: Yes; we have developed approximately 1,500 acres of land
and we sell—we formerly sold anywhere from 2 to 5 acres of ground
and now we sell about an acre of land with each house, and we find that
that is plenty of land for the average home owner to buy.

MR. O’CONNELL: Speaking at the present time, do you only sell improved
lots, that is improved by construction of homes, or do you also sell
subdivided land unimproved?

MR. DAWSON: We scll both and if we weren’t able to sell the land and
make a profit on the land in addition to what we are making on each
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ale, why I don’t think we could stay in business. It takes that
house 5% > ofit of the additional land sales to make it work out for us.

addi,zgl:;g;; Have you any particular development under way at the
MR. O

time? . -
rese’ on: Yes; we have one development located north of Chicago; it

MR. DAWS 22 miles from the center of Chicago and that comprises about

5 abomcs of land. We started that approximately 3 years ago; the first
e o we didn’t do an awful lot with it until we were able to get
C;'Ir Zr ;;)ans and we were able to do that and have now between 140
d '15.0 homes there.

and oNNELL: When you say you started about 3 years ago you mean

MR. O (;Ought the land about that time? .

% wsoN: We bought the land and cut it up in acre tracts and subdi-
. DA :

lt/idcd it in that form.®

d of land subdividing, many of the larger subdividers
¢ firms and belonged to NAREB. In addition, major
ho were 1ot themselves subdividers usually acted as selling agents
realtors ¥ e-scale landowners and subdivider-developers. At the other
for many 148 ctrum, many of the smaller subdividers were precisely the
end of glc S[E:toncrs” that real estate board members strongly disdained.
S bdfiffisif)l;r sales practices often produced the worst and most wide-

ubdt f public fraud and abuse within the entire real estate
spread examples Of P
business: 6- . of real estate board members were general brokers who

The m3) 0.92;, Jots as agents but did not engage in direct subdividing.
sold sub.dl‘-lly of subdividers, many of whom were not licensed brokers
The majorltydid not belong to real estate boards. But the largest of the
or salc'smcnl; okers were realtors. Frequently these subdividers were lead-
subdivider ral boards because their firms tended to be better capitalized
ers of the k-)cher incomes than their fellow realtors. For the same reason,
and hav; tlﬁlcgbig subdividers were leaders in the state associations and in
many % &

NAREB- 3 NAREB survey revealed that 60 percent of the members

The 19;” ) “gencral brokerage business,” whereas the remaining 40
engaged 1 - lized in particular aspects of the business, from mortgage
percent spect raising, or maintaining exclusive listings of only indus-
brokering app.al property. Of the specialists, 12 percent were subdi-

. mmerck _
erial or CZ 10 percent were homebuilders, with considerable overlap be-
viders an

Wwithin the fiel
also ran brokerag
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tween the two categories. This group was a subset of a broader group of
major commercial, residential, and industrial property developers, that
are today simply called “big developers.” Their leadership as broker-de-
velopers in NAREB was a very important force from 1908 onward.3®

In 1923 NAREB created several special divisions starting with a Bro-
kers Division, which represented the majority of local board member-
ship. The other seven membership divisions were: Appraisal, Coopera-
tive Apartment, Farm Lands, Home Builders and Subdividers, Industrial
Property, Mortgage and Finance, and Property Management. The sec-
ond largest of all the divisions was the Home Builders and Subdividers
Division.®°

NAREB’s Home Builders and Subdividers Division was the principal,
indeed the only, organized voice for the homebuilding industry in the
U.S. That this voice should come from real estate firms is striking testi-
mony to the transformation within real estate development and residen-
tial building patterns that was then taking place. When the National Re-
covery Administration in 1935 published a list of 68 trade associations
representing “The Construction Industry,” NAREB was the only repre-
sentative listed for homebuilding.® Seven years later, NAREB’s 105 large-
scale residential developers spun off their Home Builders and Subdivi-
ders Division and created a new independent organization, the National
Association of Home Builders (NAHB). Most of the nation’s 10,000
home builders at that time operated on a very small scale, building only
a few scattered houses per year. By contrast, the big realtor-subdividers
were more than home builders: they were community builders.”!

Community Builders

In his classic book, Production of New Housing, Leo Grebler states that

research on the operative builder must take account of the grear variety of
types of entrepreneurs and activities covered by this term. They range from
the fly-by-night operator, who takes an occasional fling at housing produc-
tion, to the large-scale “community builder” who develops integrated com-
munities with specially designed street patterns and commercial and other

facilities.?
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The community builders were subdividers who changed the nature of
American land development during the early decades of the twentieth
century. They did this initially by taking very large tracts of land and
slowly improving them, section by section, for lot sales and home con-
struction. Strict long-term deed restrictions were imposed on all lot and
home purchasers, establishing uniform building Lines, front and side yards,
standards for lot coverage and building size, minimum housing standards
and construction costs, non-Caucasian racial exclusion, and other fea-
tures. Extensive landscaping and tree planting were emphasized to accen-
tuate the natural topography and beauty. Public thoroughfares included
curved streets, cul-de-sacs, and wide boulevards and parkways. Often special
areas were set aside for retail and office buildings, apartments, parks and
recreation facilities, churches, and schools. Private utilities and public im-
provements were coordinated as much as possible with present and fu-
ture plans for subdivision development and expansion.®

Prior to the 1940s, the market for most “community builder” subdi-
visions was high-income. In the post-World War II era, many of the
features of community building were extended to developments for mid-
dle-income homebuyers. The phrases “community builder” and “com-
munity building” were current among real estate board members during
the 1910s and 1920s, either in connection with discussions of city plan-
ning or in directly referring to large-scale private subdividing and resi-
dential land development. A particular slant on this definition pertained
to the establishment of whole new residential suburbs, which might or
might not also contain commercial or industrial districts. In 1927 several
city planning enthusiasts in Los Angeles began publishing a magazine
called The Community Builder, which was strongly supported by the Cal-
ifornia Real Estate Association (CREA).%

In 1944 the Urban Land Institute (ULI), a small NAREB spin-off
organization, established an elite 27-member Community Builders’ Council,
and three years later ULI published the first edition of The Community
Builders Handbook.®> The Chairman of ULPs Community Builders’ Council
in 1944 was a man who 20 years earlier was a leader of NAREB’s Home
Builders and Subdividers Division, and 40 years earlier, as a Harvard-
educated “young turk” in the real estate profession, had taken the lead in
establishing both the image and the principles of the modern community
builder. Jesse Clyde Nichols, real estate broker and developer of the spa-
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cious Country Club District of Kansas City, Missouri, first achieved na-
tional prominence by delivering a landmark speech to the 1912 NARER
convention in Louisville, Kentucky. Calling his address “Real Estate Sub-
divisions: The Best Manner of Handling Them,” Nichols described in
detail his six years of innovative experience in developing what was then
more than 1,000 acres of exclusive residential property. He challenged
the prevailing assumptions of the subdivision trade regarding such shib-
boleths as cost minimization and sales philosophy. His was a much grander,
more long term, and, he asserted, ultimately more profitable vision:

The best manner of subdividing land should not necessarily mean the
quickest sale. The destiny and growth of your town is largely affected by
the foresight of the man who subdivides the land upon which you live.
The most efficient manner of platting land should be the plan which gives
the greatest value and security to every purchaser, adds the greatest amount
of value and beauty to the city as a whole, yet produces a big profit to the
man who plats the land. To follow this method, one must have supreme
imaginative confidence in his city and its future.”®

Not all of the big subdivision developments produced by community
builders were as beautifully designed as the Country Club District, nor
were they all aimed at large-lot upper-income residential homebuyers.>”
The unifying feature of the community builders was the very substantial
scale of development, the control of large parcels of land by a single
developer, the use of deed restrictions and other legal instruments to
reinforce that control, the ability to win cooperation from private utilities
and public agencies and to utilize this cooperation to best development
advantage, the degree of long-term planning, and the level of integration
of the brokerage function with financing, insuring, and building opera-
tions.

A preeminent example of a community builder operating at as big a
scale as J. C. Nichols but less “high-grade” in marketing and develop-
ment strategies was Harry H. Culver. Culver was a Los Angeles realtor
who bought a 200-acre barley field for a down payment of $3,000 in
1912 and turned it into Culver City, a fast-growing Los Angeles suburb
by the early 1920s, best known as the headquarters of the MGM motion
picture studios. Culver City was fairly conventionally platted and built
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: with smaller lots and much more modest dweilings than neighboring
evelopments such as Bcvcrly Hills. Culver’s ambitious development phi-
osophy certainly qualified h1m asa charter. {n(tmbcr of NARI?B’S Home
uilders and Subdividers Division. In addition to heading his own real
estate brokerage and development firm, Harry H. Culver & Company,
$2,000,000 corporation” (in 1926), Culver was president of the sub-
tial Pacific Building and Loan Association (a Los Angeles S&L), vice-
resident of the still larger Pacific-Southwest Trust and Savings Bank,
ud director of the Lincoln Mortgage Company. He was also president
f four separate neighborhood associations in Culver City, each designed
“control enforcement and extension of deed restrictions and establish-
sent of special street and other public improvement benefit assessment
sstricts for the major Culver subdivisions. His concerns about good
, portation access in and through Culver City led him to serve on
oth of the major highway and traffic commissions for Los Angeles. Fi-
y, Harry Culver held the realtors’ “Triple Crown”: president of the
REA in 1926, president of the Los Angeles Realty Board in 1927, and
esident of NAREB in 1929.%

y the late 1920s many community builders began to see that they
uld enhance the marketability of their subdivision property if they erected
suses on at least a portion of the available lots. One major subdivider
ho pioneered in the homebuilding field was Irving B. Hiett, a realtor
ho had built 7,500 homes in Toledo, Ohio, by the time he became
resident of NAREB in 1922.” Subdivider-homebuilders played a very
ignificant leadership role in NAREB from its founding, despite the fact
ég»thcy were a numerical minority in an organization consisting pre-
ominantly of nonsubdivider brokerage firms.

Indeed, from the time that the Home Builders and Subdividers Divi-
on was cstablished in 1923, 8 out of the next 11 NAREB presidents
ere subdividers of community builder status. When the subdivision
bble burst in 1926 and the crisis of slow lot sales and falling lot prices
ccipitated the structural transformation of subdividing into homebuild-
the Home Builders and Subdividers Division provided national lead-
hip in the area of housing and land planning policy, lobbying and
oviding guidance to the federal, state, and local governments. Officers
the Division headed NAREB as presidents for 7 consecutive years,

?,
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from 1928 through 1934. The last of these presidents, Hugh Potter,
developer of River Oaks in Houston, Texas, was a founder of the ULI
Community Builders’ Council a decade later, 109

Conflicts Within NAREB Between Brokers and
Community Builders

A significant conflict existed within the ranks of the realtors, between
those brokers who engaged in a general brokerage business or specialized
in other aspects of real estate, and those brokers who specialized in large-
scale subdividing and homebuilding. Real estate board membership was
separated into three categories: active members, who could vote and hold
office and who essentially ran the board; associate members, who were
primarily salesmen or other employees of the active member firms; and
affiliated members, who were prominent bankers, lawyers, and other
nonbrokers with a close interest in the real estate field, 101

Active real estate board members were required to be principals or
owners of local firms at least partly engaged in a currently active realty
brokerage business (defined as selling, renting, or managing real estate
for others) or mortgage brokerage business (defined as loaning money
on real estate for others). Brokerage firms that specialized in large-scale
subdividing and homebuilding were a distinct minority within local real
estate boards, though they also were among the biggest, most presti-
gious, and highest income of the member firms, comparable to the larg-
est of the firms that specialized in downtown property management.
Sometimes the same firms specialized in both types of development and

management.

Not all large subdividers were real estate brokers, and hence did not
belong to local boards or NAREB except as affiliated members. In fact,
for a time in the 1920s there was a separate trade association for com-
munity builders, the National Conference of Subdividers, headed by
J. C. Nichols. Nichols was also a broker and a long-time leader of the
Kansas City Real Estate Board and a very influential executive officer and
director of NAREB, but some of the other leading subdividers did not
have this dual distinction. Even though most of them were active bro-
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kers, the differentiation in business emphasis meant tha.t the I-‘I‘omc'Bl{ildcrs
and Subdividers Division of NAREB consgtutcd a kmd of special mtc&:-
est group” somewhat distinct frorp the mainstream majority ranks of . e
realtor-brokers, and this distinction was very important where urban

planning was concerned.'%

On the general brokers side, the typical rcathr was an cnthl%siaA?Uc
booster of urban planning and land-use regulation, mqstly bcg}nj?lng
around 1914 and particularly during the early 19205. Zoning restrictions
and civic improvements were the areas of greatest ingerest to most brp-
kers, some of whom were strictly focused on commercial or industrial
property or on the central business distri.ct, and most of wl?orr} .dcalt
primarily with selling, renting, and managing many scattered 1ncl.1v1d1}al
buildings and vacant lots in certain built-up nc1ghborh90ds. Their chief
concern was with maintaining and increasing the me‘cd}atc mark.ct v'al}lc
of their own listed products that they sold on comm%sswn, the liquidity
and marketability of their listed properties. Except in the cases whc.rc
brokers specialized in long-term leasing and management of commercial
or industrial properties, or in brokering mortgages, the genc.ral real estate
brokerage business attitude was extremely shortjtc.rm in time horxzol?.
Brokerage income depended primarily on commissions apd fees, and it
increased only through faster turnover and higher sales prices. .

Realtors regarded zoning and city planning as one of the most 1m§<1)(1)';
tant ways to “protect and serve the commodity in whlch Rca.lt.ors deal.
They believed that the main value of planning was its ability to boost
property values and liquidity by stimulating the demand for real estate as
an artractive and safe investment. “Speculation” rather than devclopmc?nt
or purchase for use was considered acceptable and even p(?gular \.wth
many brokers, so long as it promoted more frcq}lcnt sales at nsulg prices.
Zoning and city planning were not seen as being oppF)SCd to specula-
tion” per se, but simply another vital public tool for stimulating current
and future demand. .

Homebuilders and subdividers, unlike brokers, were concerned not just
with selling the commodity but also with produ.cing it. Thus they had a
much greater orientation toward issues concerning the :zfpply of factors
in real estate production, and not just in the factors affecting the n}arkct
demand for the sales product. Large-scale subdivider-developers viewed
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urban land-use planning as a means of rationalizing the cost of land and
building development and of protecting their own considerable direct
investment over the necessary period of years required to realize their full
return. Certainly they desired a salable product and therefore wanted also
to protect the purchaser’s investment in order to expand market demand.
Yet they had an equally clear-cut interest in private and public methods
of supplying a greater amount of needed and good-quality improvements
at a more efficient, lower cost per unit of sales product. This.explains the
strong focus on rationalizing the development process itself, a debate in
which community builders and financial institutions led and the broker-
age industry followed. Planners shared the orientation of the large-scale
subdividers toward issues of improving the quality of the actual devel-
opment product and rationalizing the coordinated public-private invest-
ment process in land development to produce better housing at less total
cost. This shared orientation explains why urban planners generally
maintained much better personal, professional, and political relations with
community builders than with realtors in general.

The outlook of the large subdivider as a producer of a huge and indi-
visible commodity was well expressed by Edward H. Bouton, realtor and
developer of two of the most famous community builder subdivisions,
Roland Park in Baltimore and Forest Hills Gardens in New York. In a
speech to the National Conference on City Planning in 1916, Bouton
outlined the community builder’s need for zoning, subdivision regula-
tions, and comprehensive public planning of urban expansion:

I refer to the necessity that usually exists in a high-class development of
controlling a large area of land in order that a general plan and proper
restrictions may be extended over the whole region.

We, land developers, are manufacturers; our raw material is the acre
tract, the finished product is the building lot. We differ from other manu-
facturers in this, that an ordinary manufacturer, who buys a year’s supply
of raw material in advance, is considered provident. In order to protect a
neighborhood we deliberately provide raw material for ten years or more
in advance and we have to carry that burden. To my mind, this necessity
for carrying large investments in land far in advance of their needs is the
fundamental financial difficulty that confronts those engaged in the better
type of development. . . . If our municipalities could be given power to
district the city, so that protection could be afforded the various neighbor-
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hoods in advance of their actual development, the advantages resulting from
the judicious exercise of such a power would extend over the whole city.104

Large subdividers differed from realtor-brokers in the length of their
fme commitment to a single real estate production process and also in
the breadth of land coverage of that process. Realtor-brokers listed and
sold many individual properties, usually concentrated only in certain
neighboring parts of the metropolis, but nonetheless spatially and finan-
cially disconnected from one another. This explains their willingness to
manipulate zoning on a very property-individualized basis, frequently at-
tempting to rezone or “spot zone” specific parcels on single blocks or
even single lots. Planners often decried this seemingly contradictory at-
ritude, particularly of smaller brokers and developers, of on the one hand
supporting zoning restrictions in general and on the othcr.hand being
willing to undermine zoning’s effectiveness in order to manipulate pres-
ent and future values for any particular property.

Community builders, by virtue of developing vast contiguous parcels
of land, were much more likely to assumne the broader and more gener-
alized land-use perspective advocated by planners. The public manipula-
tions these subdividers engaged in, of course, also took place on a much
grander scale, yet even that aspect of their business behavior served to
enhance their strong interest in promoting and controlling public plan-
ning as a vital adjunct to their own private production process. Since the
big subdividers actually engaged in extensive land planning and em-
ployed numerous landscape architects, civil engineers, architects, and
lawyers in the process, they shared more of a genuine common interest
with the planning professionals in the principles and methods of cost-
saving and quality-enhancing land development practices. Sometimes the
subdividers were really kindred land-planning professionals, in the sense
that they developed the land for a commission or fee on behalf of a major
landowner, rather than owning the land themselves. This was true of
realtors such as Edward Bouton and Duncan McDufhie. The longer-term
perspective and concern with stabilization of future property values and
future liquidity was shared by mortgage lenders; and property insurance
companies shared the perspective on the future quality and stability of
development. Brokers, who lived or died on current sales commissions,
were structurally more divided in their interests and loyalties with regard
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to land-use planning and regulation. The key differences were: (1) length
of payback period; and (2) degree of concern with the costs of produc-
tion, and stability and quality of the product.

Conclusion

This chapter has outlined the structural transformation of the real es-
tate industry, which established the institutional context for the emer-
gence in this century of a new sector of large residential subdivision de-
velopers. With the advent of FHA mortgage insurance and the FHA
Land Planning Division in the mid-1930s, many land subdividers also
became large-scale developers of suburban single-family housing. By sur-
veying the real estate industry “in all of its branches,” this chapter points
clearly to the central role of the community builders from the Home
Builders and Subdividers Division of NAREB, who provided powerful
leadership in both public and private sector debates on the principles and
applications of urban land planning and land-use regulation techniques.

CHAPTER THREE

COMMUNITY BUILDERS
AND
URBAN PLANNERS

Introduction

IN this chapter I detail the involvement of community builders in creat-
ing and implementing a national urban planning agenda. Working in
cooperation with professional planners, leading real estate developers for-
mulated standards and goals for private and public forms of land-use
regulation and land planning. These goals defined the types of interven-
tion, restrictions, and assistance necessary to develop fully improved, well-
planned, large-scale, modern residential subdivisions.

“To Develop the New Sections of Our City”

During the initial phases of the city planning movement, from the
carly 1900s to 1914, realtors generally did not play a leading role. The
reason for this secondary involvement is that the first phase, called the
“City Beautiful” period, was very narrowly focused on refurbishing the
downtowns of most cities by constructing civic centers and by making
major thoroughfare improvements. Other plan elements varied from city
to city, although frequently increased parklands were also proposed.!

The principal backers of these downtown-oriented plans were the larg-
est owners of real estate in the central city, and those whose retail and
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commercial businesses depended on strengthening the downtown’s ac-
cessibility and “image.” Typically the city’s biggest corporations with of-
fice headquarters in the central business district, plus the main daily
newspaper publishers and the principal department store and hotel own-
ers, constituted the key business support for “City Beautiful” plans. Real-
tors who routnely sold, leased, and managed substantial amounts of
downtown property for their major clients were also involved, but since
their clients were often much wealthier and more politically potent, the
local real estate boards usually followed the planning crusade rather than
leading it.2

Once public regulation of private land-use became the top issue in
planning, however, real estate boards leaped from the shadows to the
forefront. With the single exception of New York City’s zoning resolu-
tion, which was designed primarily to remedy the real estate conflict in
Manhattan, zoning in all other municipalities was much more strongly
stimulated by a desire to regulate residential expansion than to facilitate
central business district restoration. The further from the downtown one
got, the more important the realtor’s role became. In Chicago, for ex-
ample, the Real Estate Board played a minor part in initiating and pro-
moting the famous 1909 Burnham Plan, which was sponsored by the
corporate Commercial Club. The 1923 Zoning Ordinance, on the other
hand, was passed almost entirely as a result of the realtors’ strenuous
lobbying efforts. The Chicago Real Estate Board wrote the bill and shep-
herded it through the political terrain, such that Everett Hughes in his
classic sociological study maintained that the Board was “the real father”
of Chicago zoning. Similar relationships between realty boards and local
land-use regulation were repeated in most U.S. cities during this period.?

Beginning in 1914, the attention of city planning began to shift dra-
matically away from the downtown and onto the peripheral growth of
metropolitan areas. Debate over proposed public improvements moved
from civic centers to major streets and highways. Moreover, an addi-
tional vital element was added to the universe of planning discourse:
regulation, coordination, and planning of private land-use through zon-
ing laws and public review of subdivision plats. As metropolitan decen-
tralization and suburbanization raised the curtain on a new scene in
American urban history, community builders began moving to the center
of the stage. Thomas Ingersoll, executive secretary of the National As-
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sociation of Real Estate Boards (NAREB), explained the new involve-
ment of subdividers in planning to the National Conference on City

Planning in 1917:

Four or five years ago it was difficult to get the interest of real estate
men in city planning, and I think the reason for this was that the idea they
had was city re-planning, which has been thoroughly explained by your
very capable and interesting secretary, my good friend Flavel Shurtieff, who
told us that the real meaning of city planning is to develop the new sec-
tions of our city along the right lines.*

The City Planning Committee of NAREB formed in 1914 was com-
poscd entirely of brokers whose primary interest was in land develop-
ment, residential subdividing, and homebuilding. Just as the big down-
town realtors were naturally interested in the issue of “re-planning,” the
community builders were understandably very enthusiastic about devel-
oping “the new sections” of the city along “the right lines.” As they saw
things, they were the people who were actually carrying out this impor-
tant task. What they hoped planning experts and the planning movement
could provide them with was (1) public recognition of their contribution
to community building; (2) scientific advice as to how to develop better
subdivisions and communities; (3) government legal and financial assis-
tance to help them plan and develop their subdivisions more cost-effec-
tively and protect and enhance their considerable financial investment. In
short, they hoped that planning and planners could both widen the mar-
ket for subdivided land and make their long-term market prospects more
secure and predictable.®

A 1914 article on the “Science of City Planning” in the official maga-
zine of the California Real Estate Association (CREA) explained the bro-
kers® interest, the subdividers’ interest, and the special focus on planning
for new development:

There is no class of people in the business world who should take a more
active interest in the science of city planning than the real estate fratermnity.
Every precept, every theory of that science contains a lesson for the man
who sells or buys real estate. And its value is still more great to those who
promote projects connected with subdivision of property or the opening
of new towns.

City-planning is meant to make a city or town a morc pleasant, conve-
nient, healthy and attractive place in which to live. Once the ideas to this
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end are carried out, there is no difficulty in making them plain to the
prospective buyer of property. The merits of a scientific town stand our all
over it. It is so apparently superior to the old-fashioned community laid
out more or less at random and left to itself to grow, that even the man of
the least practical ideas can see for himself the great advantages of living
and owning property in the scientifically planned community.

The theory of city-planning has taken a firm hold upon the ideas of the
real estate promoters of our own State. Some of the communities being
planned and developed at the present time are models of the new science.®

Once the ideas of city planning began to spread in the public’s imagi-
nation, the large subdividers started to present themselves as the true
guardians of a community’s down-to-earth planning efforts through their
role as private land developers. The chairman of CREA’s Subdividers
and Homebuilders Division, a leading southern California subdivider who
sat on the Pasadena City Planning Commission and later chaired the
advisory committee on subdivision controls for the California State Sen-
ate, summarized this perspective quite succinctly: “The subdivider is the
practical city planner. The actual working out of a city plan lies largely
in the hands of the subdivider. He is creating the city of the future on
the outskirts of the city of today.””

Among the majority of the larger subdividers, the bandwagon for city
planning did not proceed apace until well into the 1920s. During the
pre-World War I period, however, a relatively small band of community
builders took up the cause of private and public land-use regulation and
planning as a serious issue. Beginning in 1914, a group of community
builders from NAREB’s City Planning Committee exchanged ideas with
the landscape architects, civil engineers, architects, and lawyers who pre-
dominated in the National Conference on City Planning (NCCP), founded
in 1909. Together, these community builders and the NCCP activists
worked to promote planning legislation among other entreprencurs in
the real estate industry, to the general public, and within state and local
governments.®

Many realtor-subdividers were familiar with the leading planning con-
sultants, particularly the landscape architects such as Frederick Law
Olmsted, Jr., and John Nolen. These and other consultants had traveled
the continent preparing “City Beautiful” plans for a wide range of cities
and towns, and had also worked as designers or advisors to a number of
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the larger real estate developers. In turn, the planning consultants were
well aware of what they considered to be the best in modern community
design by “progressive” subdividers, such as the ones named by John
Nolen in his landmark 1916 article, “Real Estate and City Planning”:

Not only has the developer of the Country Club District of Kansas City
practiced his own preaching, but the advantages of good planning have
been recognized and applied particularly in the last two or three years by
subdividers in all parts of the country: on the east coast, in Roland Park
out of Baltimore, and in Forest Hills Gardens, the Russell Sage Founda-
tion development on Long Island, N.Y.; in the south, by the Stephens
Company, of Charlotte, N.C., and in the steel city of Fairfield, Ala., one
of the developments of the Jemison Company, of Birmingham; in Ohio,
by the E. H. Close Company of Toledo, the Kissell Companies, of Spring-
field, the King Thompson Company, of Columbus, and in the Ottawa
Heights development, of Cleveland; in Indiana, by the Wildwood Build-
ers, of Ft. Wayne; on the west coast, in St. Francis Wood, developed by
the Mason-McDuffie Company, of San Francisco, and at Atascadero, a
new made-to-order city in Southern California. And this is only a partial
list.?

Not surprisingly, the real estate broker-developers of Nolen’s most ad-
mired subdivisions were among the planning consultants’ closest allies in
the drive for public acceptance of land-use regulations. Four of these
community builders were included in the 52 founding charter members
of the American City Planning Institute (later the American Institute of
Planners) in 1917: (1) J. C. Nichols, developer of the Country Club
District; (2) Edward H. Bouton, developer of Roland Park and Forest
Hills Gardens; (3) Robert Jemison, Jr., the deep south’s largest devel-
oper, who became president of NAREB in 1926; and (4) Lee J. Ninde,
head of Wildwood Builders, who as president of the Indiana State As-
sociation of Real Estate Exchanges in 1916 launched a new organization
called the Indiana State Campaign for City Planning to lobby for plan-
ning legislation at the state and local levels.!?

Other community builders active in promoting land-use planning dur-
ing the pre-1920 years were as follows: three of NAREB’s first presi-
dents, Alexander Taylor of Cleveland (1910), Samuel Thorpe of Minne-
apolis (1911), and Henry Haas of Pittsburgh (1916); Paul Harsch, vice-
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president of the E. H. Close Company of Toledo, developer of Ottawa
Hills, “a perfect example of City Planning” according to a 1916 adver-
tisement; King Thompson of Columbus; Harry Kissell, an Ohio com-
munity builder who served as NAREB president in 1931; Fred Smith, a
leading Minneapolis subdivider and homebuilder; and Duncan Mc-
Duffie, developer of California’s first restricted subdivision, St. Francis
Wood (1912), and other large subdivisions in the San Francisco Bay
Area. McDuffie was the founding vice-president in 1914 of the Califor-
nia Conference on City Planning, a statewide lobbying group for plan-
ning legislation, and he also initiated and headed the first city planning
commission in Berkeley, California, beginning in 1914.!

Edward Bouton, by virtue of his connection with the Russell Sage
Foundation, actively participated in the National Conference on City
Planning (NCCP) from its first year, 1909. Broader cooperation between
community builders and city planners at the national level began in ear-
nest during 1912 and 1913, when larger numbers of subdividers and
realtors started attending national planning conferences. In 1913 J. C.
Nichols joined the General Committee of the NCCP, and the following
year the conference initiated a major national study of “The Best Meth-
ods of Land Subdivision,” directed by John Nolen and Ernest P. Good-
rich. NAREB’s newly formed City Planning Committee, headed by Lee
Ninde and including Edward Bouton, Paul Harsch, Robert Jemison, Jr.,
Duncan McDuffie, J. C. Nichols, and King Thompson, worked closely
with the planners in encouraging this research agenda. Presentation and
discussion of the study was the major topic at the 1915 National Con-
ference on City Planning in Detroit. This also was the first year that
several realtors were featured as speakers at the annual planning confer-
ence.1?

The focus on land subdivision and the scheduling of prominent real-
tors as speakers continued for the 1916 and 1917 NCCP conferences.
By 1916 no less than 10 realtors, including NAREB President Henry
Haas, sat on the NCCP General Committee. The following year J. C.
Nichols headed the Committee on General Arrangements for the 1917
NCCP conference, held in his hometown of Kansas City. When the ACPI
was formed at that conference, both Nichols and Ninde were elected to
its first Board of Governors. Private subdividing and residential construc-
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tion slowed to a standstill after America’s entry into World War I in
Apﬂl of 1917, but national public cooperation between planners and
community builders reached new heights through the medium of the
land development and homebuilding for war workers orchestrated by the
U.S. Housing Corporation and the Emergency Fleet Corporation. NAREB
and ACPI leaders worked together on these efforts more closely than any
revious joint activity, and the legacy of this cooperation continued on
in the 1920s under the auspices of Herbert Hoover and the U.S. De-
arement of Commerce. 12

During 1917 and 1918 J. C. Nichols headed NARER’s War Service
Board, and leading realtors including NAREB President William May
Garland, Irving Hiett, Samuel Thorpe, Alexander Taylor, and Henry Haas
worked for war agencies on real estate appraising, acquisition, and de-
velopment. ACPI member and future NAREB President Robert Jemi-
son, Jr., directed housing and land development for the Housing Divi-
sion of the Emergency Fleet Corporation. When the United States Housing
Corporanon (USHC) was created in June 1918, several NAREB leaders
served as officers and directors of the corporation, and ran its Real Estate
Division, which provided subsidized financing for private residential de-
YELP“S building *priority” war worker housing,1*

Frederick Law Olmsted, Jr., directed the United States Housing Cor-
poration’s Town Planning Division. Olmsted’s well-known landscape ar-
chitecture firm had previously planned private subdivisions for E. H.
Bouton, Duncan McDuffie, and several other community builders in
NAREB. The USHC'’s Town Planning Division built a number of public
residential subdivisions for war workers, as well as assisting in the private
efforts. John Nolen, George Ford, Ernest Goodrich, Henry Hubbard,
Charles Cheney, Stephen Child, and Arthur Shurtleff were among the
many urban planners who worked on USHC projects. In his 1919 pres-
idential address to the National Conference on City Planning, F. L.
Olmsted, Jr., argued strongly for greater cooperation between private
subdividers and local government through the establishment of city zon-
mg and subdivision rcgulauons and planning. Olmsted cpncludcd from

EubllC assistance m plannmg for the prov151on ‘of infrastructure and ser-
v1ccs whllc land was still being platted, prior to sales and development:
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It has been fully established that a well located school and playground, or
even a site for the same, definitely fixed and known to be embraced in the
program for school authorities, adds to the value of all the remaining land
in the territory to be served by the school more than the value of the land
withdrawn for the purpose, just as a local park of suitable size, location
and character, and of which the proper public maintenance is reasonably
assured, adds more to the value of the remaining land in the residental
area which it serves than the value of the land withdrawn to create it.

Enlightened realtors who are engaged in the legitimate business of pro-
ducing and selling what the ultimate consumer wants, for the best price
that a satisfactory article will bring, know these things, and act accordingly
when circumstances are favorable. The speculative subdivider who seeks his
profit in selling to suckers, themselves largely speculators on a small scale,
like Wall Street lambs, or who relies for his profit more on abstract skill in
salesmanship than on the inherent value of what he offers, generally does
not.

But even the thoroughly legitimate and thoroughly enlightened realtor
whose subdivision is considerably less than will support a school and play-
ground, or a local park, cannot afford to contribute land for the whole
thing largely for the benefit of other subdivisions. He can perhaps afford
to do somewhat more than his share but not much more.*

Timing of the New Cooperation

The reasons for the emergence of subdivision planning as a field of
common interest between NAREB and NCCP beginning in 1914 were
three-fold: (1) technological changes, particularly in transportation, util-
ity, and construction improvements; (2) market competition and insti-
tutional changes in the scale and private control of urban land develop-

- ment; (3) the inadequacy of the existing public legal and governmental

framework to respond to these changes.

The transformation of American urban development utilizing the com-
bination of automobiles and commuter trains was only in its infancy at
that time. The previous wave of residential decentralization, already pro-
ceeding for several decades prior to 1914, was based on electric transit
as the primary mode of urban transportation. The need for subdivisions
to closely surround traction lines dictated a continuously compact form
of urban development. Many property owners believed that urban mid-
dle-income residential subdivisions would eventually be engulfed by high-
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density congestion and possible transition to commercial or industrial
land uses. Those far-sighted developers and planners who rejected the

attern of past development experience in favor of a new model were
just beginning to work together to search for new legal, financial, and
institutional forms to adapt to what they saw as changing times.'¢

Edward Bassett’s remarks during the subdivision discussion at the 1915
National Conference on City Planning illustrate the novelty of this search
for new answers:

In the law office with which I am connected we make a good many first
mortgages to small builders in the Borough of Queens, and during the last
six months I have heard from at least ten builders who usually construct
houses on lots of about 20 to 30 feet in width and 100 feet in depth. Now
they want wider lots in order to leave a space for automobiles between the
houses. They tell me that if this is not done it hurts in the selling of the
hotise. These houses sell for $3800 to $4500. You cannot make a building
lot much under 100 feet in depth and still provide a living place for a small
household with the conveniences that seem to be coming in the future,
reckoning as one of these conveniences, the low priced auromobile, which
seems to be taking the place of the summer vacation for many families of
moderate means.!”

Redesign of building lots was only one aspect of the many changes in
land subdividing contemplated at the dawning of the modern suburban
era. A much more important issue was the redesign of street patterns in
the newer areas, as well as replanning and rebuilding of streets in older
areas. Streets and the increased need for coordination of the public and
private roles in their platting, development, and maintenance started be-
coming a concern of the community builders in the 1910 decade, though
it did not become a general public issue until the mid-1920s.

Key to all discussion of changes in private subdividing and public
p}annlng were two concepts: (1) spatial separation, and (2) pcnnancnqy
of land and bunldmg use. Technological innovations were makmg it in-
crcasmgly possible to lower urban densities and spread the various work-
ing and living spaces over a wide metropolitan area. This separation could
only be sustained, however, if there were some means of stabilizing land
uses such that urban physical investment would have a longer and more

predictable life. “Building for permanency” would allow differential clas-

o
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sification and development of varying lot sizes, street sizes, infrastruc-
tures, utility load capacities, building sizes, and building types. Further,
construction could proceed without the costly intrusion of constant pub-
lic and private reconstruction that was then so common a feature of ur-
ban growth.

Real estate subdividers were already working on private means of sta-
bilizing “development through the use of deed restrictions, and planners
were assisting them in these efforts. Both devclopcrs and planners were
becoming increasingly interested in public restrictions through zoning
and subdivision controls, and public planning, to supplement their pri-
vate efforts. Discussions of the possibility for public “districting,” or zon-
ing, were a vital element of the NAREB-NCCP-ACPI cooperation.!8

A second important reason for the timing of the growing interest by
real estate entreprencurs in “the best methods of land subdivision” was
the general weakening of the urban real estate market beginning in 1914,
simultaneous with a hcxghtcned competition for the sale of “the best
deals” in suburban residence property. The coming of the Great War in

Europe significantly slowed foreign immigration to U.S. cities, increased

U.S. agricultural exports and farm prosperity which considerably slowed

U.S. rural-to-urban migration, and drove up interest rates and shifted
debt and equity capital from urban real estate development to foreign
loans and related industrial and commercial investments. The net effect
“of all this was to cause a major urban real estate recession. Demand for
subdivision lots and construction of new residential dwcllmgs fell off
substantially after 1913.17

At the same time, the growth of aesthetic consciousness from the “City
Beautiful” campaigns, the increasing availability of private automobiles
for upper- and middle-income purchasers, the public acceptance of deed
restrictions in property ownership, the expansion of urban transit lines,
and other factors combined to stimulate a nonspeculative market for sub-
urban residential building lots in relatively new and well-planned subdi-
visions. Developers who could offer a complete package of futuristic im-
provements, attractive surroundings, and deed-restricted exclusivity could
beat out their competition and sell higher-priced lots and homes much
faster, thus saving on the burden of excessive carrying charges and avoid-
ing the curse of low profits. The time was right for existing community
builders, would-be large-scale residential subdividers, operative home-

- 5
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puilders, and real estate brokers who previously sold or desired to sell
hlghcr—gradc suburban residence property to focus their collective atten-
tion on “scientific city planning.”
The official magazine of the California Real Estate Association, re-
rting on the real estate recession that hit that state beginning in 1914,
noted the one remaining bright spot in a generally declining market.
First the bad news:

In common with other sections of the country, following the readjust-
ment of business conditions made necessary by the war, the demand for
property diminished. This condition was more noticeable here, probably
than in other localities owing to the briskness of trade previously.

Then the good news:

Residence lots have formed a large part of the business of the real estate
men. . . . Country property in small tracts, usually one acre, have been
the salvation of the dealers in both selling and exchanges.?

This induced the Los Angeles Realty Board and the Los Angeles
Chamber of Commerce to initiate a massive promotional campaign of
noon-hour downtown lectures for office workers, with the goal of

educating the city lot owner to the possibilities of a home surrounded by
a small piece of ground. The talks are illustrated with slides and are de-
signed to inform the office man, the clerk, the mechanic and urban dweller
generally how he may reduce the cost of living and even add to the family
income by working two hours a day in growing things on a fifty-foot lot.?!

King Thompson, who sold lots and homes to a relatively high-income
clientele, was a Columbus, Ohio, community builder and NAREB leader.
In 1915 Thompson told the NCCP that good planning, including curved
streets, was the key to gaining a competitive sales edge in what was clearly
a buyer’s market for subdivision lots:

During the past six months the sale of lots in ordinary straight street
subdivisions has been very slow, and I believe the measure of success which
has come to us would have been impossible if we had not had the inspi-
ration of the Columbus city plan and if we had not in accordance with
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that plan laid out a subdivision which will afford the people of Columbus
not only better access to the city, but more beautiful drives and more park
space. We have planned out streets and thoroughfares to anticipate the
needs of future generations and we have added as much beaurification as
possible, always being careful not to interfere with the main purpose of
streets, that of conveying traffic.

I believe that with facts and figures I can demonstrate to any hard-headed
subdivider that beautification pays in dollars and cents. I believe that I can
go further and say that if local conditions are met, a plan of beautification
and a scientific study of streets and thoroughfares are indispensable to suc-
cess. I think I would not as soon attempt to build a house without the
services of an architect as I would lay out a subdivision without the help
of a landscape architect.??

Defining an Agenda for Public Action

In 1916 J. C. Nichols delivered a major address to the National Con-
ference on City Planning that rivaled in importance his well-known
NAREB speech four years earlier. The 1916 talk, “Financial Effect of
Good Planning in Land Subdivision,” outlined the broad contours of the
urban land planning agenda that would accompany and help foster the
emerging transformation in the institutional processes of urban land de-
velopment. His speech clearly underscored the crucial interconnection
between the changing nature of residential development and the creation
of land-use regulations and planning agencies in American cities. It also
described the basis of cooperation between community builders and city
planners from the developer’s viewpoint, a similar task to that performed
by John Nolen in his very important article, “Real Estate and City Plan-
ning,” which presented the planner’s perspective on the same issues.?

J. C. Nichols began his address with a complaint and a lament. The
complaint was that “Eighty to ninety percent of our city property is cov-
ered with residence districts, and yet ninety percent of the discussion in
city planning conventions I have attended is directed to traction prob-
lems and downtown development.”2* His own participation and that of
other community builders helped to considerably change the latter per-
centage.

The lament was that in order for community builders to successfully
develop a large subdivision, the amount of land they needed to control
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and the length of time it took to sell all the parcels imposed huge financ-
mems on the subdivider, despltc the profitability of indi
sales. Nichols pomtcd out that the true community builder must take a
10ng-tcrm approach to development of a very big tract of land, and yet
time is his enemy in being able to financially afford to hold onto the
land. By rejecting the method of selling cheap unrestricted speculative
lots for quick turnover, the developer exposed himself to the financial
risk of not being able to sell high-quality restricted lots rapidly enough
to stay afloat for the long haul.

Nichols then listed the various ways that good planning, including
deed restrictions, attracted greater amounts of longer-term and higher
loan-to-value mortgage lending from banks and insurance companies, saved
money in land development costs (particularly on street layout), and gen-
erally brought much higher and more enduring property values and sales
prices. “But this private planning must have municipal aid,” he insisted.
“Now, how in the world can the private developer, without municipal
assistance, cxpcct ‘his property to succeed, if he is to work with unregu-
fated development a all around him»” 2%

~“The solution for Nichols was quite clear: public regulation of all pri-
vate development. Subdivision controls would establish different classes
of property development in different locations (as part of a master plan)
and then ensure that a new high-grade subdivision in an undeveloped
area would eventually be ringed by like-minded neighbors, what Nichols
called “the cumulative effect.” “The constant effort of the operator is to
try to get surroundings that are entirely congenial to what he has placed
upon his property, and to do that successfully we absolutely must have
municipal control of the surroundings on the adjoining lot.”

In addition to the control of new subdividing, Nichols called for con-
tinuing municipal regulation of building use, size, land coverage, and set-
back, or what was called districting or zoning. Zoning would classify
each type of development and make future development stable and pre-
dlctablc at any given building site. He extolled the ability of private deed
restrictions to create monopoly value and hence extra profits for the de-
veloper, and asserted that public restrictions could achieve similar results:

Now, if in developing our subdivisions, we can limit the quantity of cer-
tain classes of property, if we can create the feeling that we have a monop-
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oly of that class of property around a little plaza or square, if we give the
prospective buyer notice that if he doesn’t buy that property today some-
body else will buy all that is left of it tomorrow, we are assisting in the
sale of that property, and the man that has it won’t give it up except at an
advanced price, and we can raise the prices of the adjoining property.?”

Finally, Nichols argued that the developer needed municipal assistance
in aligning his subdivision with future plans for extension of major streets
and highways, as well as the placement or extension of public parks and
recreation land, schools, utilities, and the entire range of municipal im-
provements and services. In the next two decades this notion of coor-
dination-based regulation between public and private development was

 to become the central logic of land-use planning for urban expansion:

: (1) the comprehensive land-use plan, (2) the capital improvements bud-

| get, (3) the Official Map of public land reservations for future uses, and
(4) the staff planning agency to work with the subdivider to correlate

i public and private development plans and establish rules for accepting

{ dedications of prospective streets, parks, and other land from private sub-

dividers for public development and maintenance. Nichols also stated
that community builders necded the same type of coordination-based co-
operation from other key private concerns including financial institu-
tions, street railway companies, and churches.

The essential thrust of Nichols’ comments was a community builder’s
manifesto on the need for local government planning. He advocated a
public-private partnership in the preparation and execution of private ur-
ban land development at a level of resource commitment and regulatory
intervention much greater than had been applied by American local gov-
ernment since colonial times. If “progressive” meant to stand for drastic
change, then John Nolen’s description of Nichols and his colleagues on
NAREB’s City Planning Committee was certainly appropriate. Nichols
concluded his address with a plea for the assistance of city planners in
implementing this new approach:

I believe that the work the subdivision men have done in this country has
been, in a certain degree, the foster mother of the city planning movement.
The fact that we have struggled along for many years with practically no
cooperation and are beginning to make it win, has given the city planners
courage to look at the city as a whole, in the same way we have looked at
our own subdivision.
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Now, with this cooperation that we have given you, we want you city
planners to again realize that a great part of your work of city planning
turns on how to help us make our land increase in v"aluc rapidly enough
for us to afford to do the best things in city planning, and make tth
permanent, and mark up our prices to enable us to meet our carrying

charges.?®

The needs described by J. C. Nichols and the policy tools which formed
the basis of the planning response—Master Plan, Official Map, zor.ling
map and laws, set-back requirements, subdivision map filing regﬂatxons
and planning agency review, capital budget—defined the direction taan
by both the community builders and the planners in modern U.S. city
planning’s first big decade, the 1920s. At first the focus was on establish-
ing zoning laws. In 1921, Secretary of Commerce Herbert Hoover ap-
pointed an Advisory Committee on Zoning, which published 4 Standard

Stare Zoning Enabling Act in 1924, and later in 1928, as the renamed
Advisory Committee on City Planning and Zoning, published 4 Stan-_
dard City Planning Enabling Act. Together these two documcnts' outlined
‘the basic p;lr;g;ples for state and local governments to follow in imple-
menting the comprehensive urban land-use planning agenda. Many state
legislatures adopted one or both of the model enabling acts almost ver-
batim. NAREB President (1922) and community builder Irving B. Hiett
served on both Advisory Committees, along with nine men closely asso-
ciated with the newly emerging city planning profession: attorneys Ed-
ward Bassett and Alfred Bettman, landscape architect F. L. Olmsted, Jr.,
civil engineers Charles Ball, Morris Knowles, and Nelson P. Lewis, hous-
ing specialists John Ihlder and Lawrence Veiller, and good government
publicist J. Horace McFarland (Knowles and Ihlder both represented the
Chamber of Commerce of the United States).?’

In 1931 President Hoover’s Conference on Home Building and Home
Ownership expanded the public urban land planning agenda by detailing
the means by which the federal government, in association with financial
institutions, building products manufacturers, utilities, and trade associ-
ations from various branches of the real estate and construction indus-
tries, could help speed the transition from subdividing to homebuilding
as a large-scale, standardized, modernized, and economically mt.cgratcd
sector of production. Community builders were prominent participants
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in the Conference, and “community building” as a goal was very highly
valued in the conference recommendations.3®

Three years later, Thomas Adams, who had directed the New York
Regional Plan, codified and summarized the best planning knowledge to
date in The Design of Residential Areas. In the mid-1930s the federally
owned greenbelt towns furthered the state-of-the-art in public commu-
nity building that had previously been explored by the U.S. Housing
Corporation. The private Radburn, New Jersey, experiment of the late
1920s, “a town for the motor age,” as well as various development ef-
forts by innovative subdividers, also broke new ground in establishing
better planning standards. The last and in many ways the most effective
step in tying the entire planning package together came through the fed-
cral rationalization of housing development and financing initiated by
the FHA in the mid-1930s. FHA’s Land Planning Division played a
crucial role in institutionalizing as part of the housing tract development
process the very forms of “municipal assistance” and regulatory interven-
tion that J. C. Nichols had called for in his 1916 NCCP speech. The
FHA’s Land Planning Division was originally headed by Seward Mott,
who became executive director of the Urban Land Institute (ULI) in
1944, the same year that ULI organized the Community Builders’ Coun-
cil with J. C. Nichols as chairman. One of Seward Mott’s first major
actions at ULI was to coedit and publish The Community Builders Hand-
book 3!

Deed Restrictions—Private Innovation Preceding
Puyblic Planning

When J. C. Nichols called the subdivision work of the early commu-
nity builders “the foster mother of the city planning movement,” his
statement may have been considered far too self-congratulatory by
professional planning consultants, but it was essentially correct. Indeed,
planning consultant and former NCCP President George Ford corrobo-
rated this line of reasoning in a 1925 speech to NAREB’s Home Build-
ers and Subdividers Division when he opined that “It is the Realtor sub-
divider who is really planning our cities today, who is the actual city
planner in practice.”32

Community Builders and Urban Planners  [69]

Neither Nichols nor Ford meant to claim that subdividers per s¢ were
«city planners” simply because they platted undeveloped land into sal-
able lots. Rather, their point was that the most innovative of the large
subdividers were working out “on the ground” the newest and most ad-
m;inciplcs and techniques of urban land planning. More specifi-
cally, they acted as pioneers in developing the physical design standards
and establishing and improving the first widely used mechanism for as-
~erting long-term control of large parcels of urban land owned by many
small private owners: deed restrictions.*?

“The initial step in the long march toward achieving “public control of
private real estate,” as the planners called it, was attaining a measure of

rivate control. Deed restrictions legitimized the idea that private owners
should surrender some of their individual property rights for the com-
mon good, including their own. By 1914, it was becoming clear that the
rising land values of deed-restricted property demonstrated that it was
quite beneficial for individual private owners to participate in collective
land-use control, and that many prospective land purchasers, builders,
and occupants understood and appreciated its advantages. As J. C. Ni-
chols noted in his 1912 NAREB talk: “In the early time (1906-1908) 1
was afraid to suggest building restrictions; now I cannot sell a lot with-
out them.”%*

Deed restrictions did more than legitimate the concept of land-use
control, however. They also were the principal vehicle by which subdi-
viders and technicians tested and refined the methods of modern land-
use planning. In this important activity the community builders led the
economic charge, but received a great deal of guidance and assistance
from leading landscape architects, civil engineers, architects, and other
professionals. The finest designers frequently were the planners of the
best deed-restricted private subdivisions. For example, F. L. Olmsted (St.)
and Calvert Vaux laid out Riverside, Illinois, the Chicago residential sub-
urb that set the early and long-held standard for excellence of planning
and for the creative use of deed restrictions. Riverside, platted in 1869,
served as the inspiration and example for Roland Park in the 1890s,
landscaped by F. L. Olmsted, Sr. and Jr., and for the 1911 design of
Forest Hills Gardens by F. L. Olmsted, Jr., and Grosvenor Atterbury.
Forest Hills, owned by the Russell Sage Foundation, was developed by
realtor and community builder E. H. Bouton, developer-president of the
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Roland Park Company. In the planning of the Country Club District,
modeled to a certain extent on Roland Park, J. C. Nichols utilized the
services of noted landscape architect S. Herbert Hare.

Duncan McDuffie employed landscape architects F. L. Olmsted, Jr.,
and John Olmsted, and California beaux arts architects John Galen How-
ard and Louis Mullgardt, to design elements of St. Francis Wood in
1912. John Nolen designed both Kingsport, Tennessee, and Mariemont,
Ohio, just after the end of World War 1. F. L. Olmsted, Jr., and Charles
Cheney designed Palos Verdes Estates in 1923. Clarence Stein and Henry
Wright planned Radbum for developer Alexander Bing in the late 1920s.
The list goes on.?* The key point is that all of these land development
plans and many other similar efforts were implemented by private developers
using deed restrictions as their only effective means of retaining control
in executing the plan once the lots were subdivided and sold to individ-
ual private owners. John Nolen emphasized their importance as a plan-
ning tool in 1916:

The principle of restriction in the subdivision and use of land is well
understood in the United States and very frequently applied. In fact, it is
so well understood and so highly valued that it is most often applied in a
thoroughgoing way by the real estate operator himself in his own interest.
The restrictions placed upon a purchaser in the conveyance of a plot of
land often include a long list of the kinds of business which are classified
as nuisances, and which may not be established or maintained upon the
property; regulation as to stables and garages; fences and walls; set back of
buildings from streets and from lot lines; minimum cost of buildings; case-
ments and rights of way for public utilities; and in some cases, even the
approval of plans and specifications of buildings including their nature,
shape, kind, height, material, color scheme and location; also the grading
plans of the plot to be built upon. These restrictions, or, as some operators
happily term them, “safeguards,” are often placed for a period of twenty-
five years or more with the right of renewal subject to the assent of the
owners.3¢

Community builders worked together with planners to privately estab-
lish the framework for most major aspects of what later became public
planning—building restrictions; classification and separation of land uses;
integrated planning and design of streets, blocks, and lots, such as the
“superblock”; planning and design of open space between buildings and
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within and between subdivisions; uniform set-backs; advance reservation
and dedication of subdivision land for public use—the list is long and
covers a wide range of applications of zoning and subdivision regulations
and urban design and engineering. Even on the commercial side, the
pasic concept of the modern suburban shopping center was first devel-
opcd by J. C. Nichols and widely introduced as a new innovation in
residential subdivision planning by community builders.3” The para-
mount importance of private development deed restrictions as the model
and precursor of public land-use regulation is highlighted by New Y(?rk
City Assessor Lawson Purdy in explaining why the 1916 New York zoning
law was understood and supported by real estate developers, brokers,
lenders, insurers, and appraisers:

I sat in the room where the hearing was going on, and my associates
asked me to attempt to reply. There were many men engaged in the real
estate business there. They were all familiar with that with which you are
so familiar here, the practice of real estate developers of putting restrictive
covenants in the deeds which they gave to purchasers, not to decrease the
value of the thing they had to sell, but to protect the buyer and to enhance
the value of the thing they had to sell. And I attempted briefly to answer
the objections that these regulations would reduce the value of real estate
by saying that for two years the Commission that had been appointed,
after very careful consideration, which was composed of men familiar with
real estate conditions in the city of New York, some of them professional
developers of real estate and others of them representing great lending
institutions (and by the way, all of the lending institutions of New York
City substantially approved the regulations thatr were adopted by the Board
of Estimate); I said such a commission has done that for the city of New
York which every private developer attempts to do by restrictive covenants
which he himself puts in the deed he gives to prospective buyers; it has
attempted to impose regulations on the city of New York which will en-
hance the value of the land of the city and conserve the value of the build-
ings. And I believe they have done that with success.?®

Members of the real estate business community understood that pri-
vate restrictions were no panacea and could not substitute for public reg-
ulation. J. C. Nichols made this point quite forcefully in his 1916 speech
to the National Conference on City Planning. Seven problematic issues
rendered private restrictions inadequate: (1) They were difficult to estab-
lish once land was subdivided and sold to diverse owners. Thus they




Yo

[72] Community Builders and Urban Planners

could only be easily applied to new subdivisions, and not in already built-
up areas. (2) They were often difficult to enforce through the civil courts,

Property owners could not depend on their future effectiveness with any -

certainty. (3) They generally were only considered to be legally enforce-
able for a limited period of years, at which point the restrictions would
completely expire and the area would be officially unprotected. (4) They
were very inflexible. Once written into the original deeds, they were ex-
tremely difficult to change, even where new and unforeseen conditions
clearly warranted certain modifications. (5) They only applied to what-
ever size parcel of land could be controlled by a single owner or subdi-
vider. All land surrounding a restricted subdivision could remain unre-
stricted, subjecting the subdivision’s border areas to the threat of
encirclement by “undesirable” uses. (6) Even where deed restrictions were
applied to a number of tracts, each subdivider used a different standard,
leaving a complete lack of uniformity between each private effort. (7) In
addition to the lack of coordination between privately restricted and un-
restricted land uses, restricted subdivisions were not at all coordinated
with public land uses and future public land-use plans.3?

Leading subdividers and realtors advocated public planning to over-
come the deficiencies of private restrictions and to supplement their
strengths. Without the visible precedent of private planning efforts by
community builders and their advisers and alies within the city planning
profession, the establishment of public land-use regulations would no
doubt have taken longer to accomplish and the newly created public
planning agencies would have been far less knowledgeable in their initial
attempts to set reasonable standards for urban land development.

The Community Builders and the Standard Planning Act

Just as the initial cooperation between NAREB’s City Planning Com-
mittee and the National Conference on City Planning beginning in 1914
had helped set the planning agenda for the early 1920s, a renewed and
more extensive cooperative effort commenced ten years later that pro-
duced one of the most important planning documents of the decade: A
Standard City Planning Enabling Act (1928). The immediate stimulus
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for such realtor-planner dialogue was the subdivision crisis of the mid-
1920s. .

The massive urban population increase in the 1920s in many metro-
politan areas combined with a period of relative prosperity and rising
real incomes stimulated a subdivision boom in the early 1920s that quickly
took on the character of a speculative frenzy. By 1923 there were already
many warning signs that the house of cards of “shoestring” purchases
and leveraged credit would soon come crashing down, and the level of
complaints and horror stories of investors being swindled began to ac-
celerate sharply. In some cities lot prices and sales activity were already
leveling off or declining. By 1926 activity had peaked nearly everywhere
and the long and steep descent into bankruptcy, foreclosure, default, and
“frozen assets” was commencing. The capstone event was the collapse of
the notorious and highly publicized Florida land boom, in which enough
land (some of it underwater) had been subdivided to house the entire
U.S. population. Florida’s boom began faltering in the fall of 1925 and
by the fall of 1926 was in full-scale decline, sending shock waves through
the nation’s financial and real estate markets.*

The Home Builders and Subdividers Division of NAREB took orga-
nized action for the first time at the June 1925 NAREB convention in
Detroit when it voted to establish a Committee on Subdivision Control
in Metropolitan Areas. Irenacus Shuler, the chairman of NAREB’s Home
Builders and Subdividers Division and of the new Committee on Sub-
division Control, had invited the professional city planners of the Amer-
ican City Planning Institute (ACPI) to come to Detroit and discuss sub-
division control with the realtors. As a result of these discussions, the
ACPI set up its own Committee on Subdivision Control to work to-
gether with NAREB in hopes of defining a consensus position. Shuler
strongly criticized the inadequacy of existing planning efforts in address-
ing the problems of large residential subdividers. He said that “city plan-
ning as practiced in America has had to do mainly with the built-up
areas. In all of our cites most of the efforts along this line have been
devoted to correction of mistakes of the past.”*!

Irenaeus Shuler had earlier conducted a study for NAREB on regional
subdivision control in 24 U.S. cities, concluding that the planning of
future street extensions was now required for the entire metropolitan
area, and that new subdivisions should be regulated according to a “mas-
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ter plan” to assure uniformity of street width, grade, and alignment and
to provide for proper drainage, water and sewer systems, and other util-
ities. Arguing that poor street systems in urban areas “have retarded city
growth and have necessarily kept down land values,” the study concluded
that “the advent of the automobile has brought a new emphasis on the
need of regional rather than merely city planning.”*?

The spirit in which even the largest and most prosperous realtor-sub-
dividers took action, however, was highly defensive. Shuler told his more
than one thousand colleagues assembled in the Detroit convention hall
that the “successful subdivider” had actually pioneered the methods of
private control through deed restrictions, large-scale land planning and
construction of improvements, arranging purchaser financing, and home-
building—in short, the complete development of communities. “If these
things were always done with reasonable thought and care, values would
be created and maintained and there would be much less need for public
or civic control of the subdivision of land.”*? However, he continued,
“private control has its limitations,” and any standards promulgated through
the 20,000 members of NAREB “can only extend to the voluntary adop-
tion of its individual members” at best, and not at all to the “many other
men . . . engaged in the subdivision of land who take no part in the
affairs of this or similar organizations.”** Shuler warned his fellow real-
tors that the level of subdivision crisis was heading to a point that some
public action would eventually be necessary: “I realize the viewpoint of
the subdivider who objects to control over the subdivision of land, on
the ground that it may become burdcnsomc, and the operation of such
control might be placed in the hands of political agents. Public demand,
however, will bring about this condition sooner or later, unless the sub-
divider himself devises means of reasonable control. We all realize there
are some subdividers who will not exercise proper private control.”45

N. P. Dodge, the chairman of the Committee on Legislation, rein-
forced Shuler’s comments with a report which endorsed some form of
public subdivision regulation, but only if planning boards “are composed
of experienced Realtors in good standing, or at least a majority of the
board is made up of such men.” Otherwise there is a “danger of over-
regulation” if planning commissions are “composed of inexperienced men
and women” who might have “unreasonable and extreme views.”*¢

Dodge urged that control of subdivisions be exercised countywide,
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«for nearly all new platting is outside the city limits.” He listed three
main purposes of plat control: (1) that the subdivider be required to
connect up with existing or proposed streets, (2) that the streets be im-
provcd to permanent grade before lots are sold, or a bond posted to
guarantee that streets will be improved within a reasonable time, and (3)
that a minimum lot size be required, to prohibit the selling of “lots of
such small dimensions as to constitute a fraud by misleading the buyer
concerning the cheapness of the lot.” In these three recommendations we
see | the three kcy motivations of the real cstatc mdusn;y for subdxvnsxon
rcgulatlon (1) coordination, (2) design and engineering, and (3) control, 4

The “The NAREB committee and the ACPI committee deliberated for the
next two years, with the realtors coming to a tentative agreement on
principles at their June 1926 convention in Tulsa, and a final position

was hammered out and approved by the NAREB Board of Directors at
a business meeting, appropriately located in Miami, Florida, in January
1927. (See exhibit 3.1 at the end of this chapter.) The planners evidently
were somewhat unhappy with the document, as it took them another
four months and one additional meeting with NAREB leaders before the
ACPI approved the report in May 1927. The statement of principles was
identical from both committees, though the ACPI changed some of the
text of the preamble, the most interesting change being that the realtors
stated that planning should not be so “idealistic” as to “destroy real prop-
erty values,” whereas the planners stated that planning should not be so
“idealistic™ as to “destroy all real property values.” The one issue on which
there seemed to be genuine controversy was the question of whether
subdlvxdcrs should be required to dedicate a certain portion of their land
to Parks “and opcn space without public compensation. At least some
planncrs were in favor of this, but the realtors wanted voluntary dedica-
tion of small parks and public acquisition of larger park lands as deter-
mined by a master plan for the broad urban area.*®

The NAREB-ACPI joint statement in 1927 was so influential that it
formed the basis of the U.S. Department of Commerce’s A Standard City
Planning Enabling Act. In this document the Commerce Department rec-
ommended to state governments that they pass enabling legislation, us-
ing the Standard Act as a model, to facilitate local and metropolitan
land-use planning and regulation in all 48 states. A key section of the
suggested planning enabling act dealt with subdivision control. The
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Standard Act formed the basis of most state and local subdivision control
and planning legislation for the next several decades.*®

The work of NAREB’s Homebuilders and Subdividers Division in in-
itiating the joint statement with ACPI, and in encouraging the spread of
what many realtors called “the Hoover Act,” is often forgotten in the
current canons of American city planning history. Perhaps a measure of
the importance of this initiative can be gleaned from Edward Bassett’s
comment in the following story. .

When the National Conference on City Planning held its annual con-
vention in St. Petersburg, Florida, in the spring of 1926, one of the key
issues on the agenda was a progress report of the joint ACPI-NAREB
discussions on subdivision regulations. The NCCP delegates were wel-
comed by the president of the Florida State Association of Real Estate
Boards, who, not surprisingly, given the real estate crisis brewing down
there, announced that his State Association was “considering the pro-
motion of legislation to regulate and control subdivisions.” Edward M.
Bassett, a member of the U.S. Department of Commerce Advisory Com-
mittee on City Planning and Zoning, and a leader of the city planning
profession, stated enthusiastically after hearing the subdivision commit-
tee progress report: “I prophesy that some of us in this room today will
look back upon this St. Petersburg Conference as being almost the first
groping after lawful methods to bring about comprehensive planning.”5°

Conclusion

In this chapter I have demonstrated the fundamental basis for cooper-
ation between the community builders and the urban planners in achiev-
ing certain goals of mutual importance to both groups. For the com-
munity builders, these goals were shaped by the changing institutional
nature of the real estate industry, as I have explained in chapter 2, and
by cyclical economic crises. The planners’ goals were formulated accord-
ing to cultural conceptions of good city form, design, and living stan-
dards. In the following two chapters, I will describe the conflict that
emerged between developers and planners within the context of this co-
operative framework.
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EXHIBIT 3.1
NAREB-ACPI JOINT STATEMENT ON SUBDIVISION
CONTROL, 1927 -
RECOMMENDATIONS

We therefore recommend the following:

First: That State Planning Enabling Acts should be enacted, dele-
gating to cities and other political subdivisions the authority to
prepare general plans and to approve subdivisions.

Second: That under the authority of such an Enabling Act a master
plan should be prepared for the area of control, showing the
location of main thoroughfares, recommendations for open spaces
and designating land areas for specific uses.

Third: That the control of the platting of subdivisions should be
authorized under the act and this control exercised by the local
planning commission.

Fourth: That the planning commission should be an appointive,
non-political board, serving without compensation, and the
members should hold no other municipal office, excepting that
certain legislative or representative officials should be ex-officio
members of the commission.

Fifth: That the master plan and the control exercised should extend
out beyond the municipal limits into the nonmunicipal territory
which will sooner or later be developed as a portion of the city.
This control to be developed in accordance with a Regional Plan
in cooperation with the adjoining territorial governments.

Sixth: That the planning commission be authorized to adopt regu-
lations providing for the location, continuity and width of streets,
to safeguard travel, prevent congestion and provide proper drain-
age. Such regulations to include, where and when practicable,
the minimum size and area of building lots and the extent to
which street improvements, such as water and sewer provisions
should be made before approval of plats. In some states bonds
are required from the land owner, guaranteeing the installation
of these improvements. This seems to be practicable.

Seventh: The general requirements for principal public parks and
recreational spaces and sites of public buildings should be in-
cluded as a part of the master plan. Where a land owner has
submitted a plat of his land and the authorities have designated
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in it such a principal public park, recreational space or public
building site as part of the master plan, the municipality should
take prompt steps to acquire such land, or failing so to do, should
act upon the plat, so that the owner can make use of his prop-
erty. The subdividers should be encouraged to provide small pri-
vate recreational parks.

State Enabling Acts, as recommended in the foregoing, should be
broad in their authority. The extent to which this authority shall
be accepted and exercised by each municipality will remain for
local determination. It is also the work of the local real estate
boards, chambers of commerce, and other civic organizations to
advance and support local ordinances, putting into effect the pur-
poses to be accomplished under the authority of State Enabling
Acts. The city officials in whom is vested the power to appoint
members of the planning commission, if supported by public
opinion and by civic organizations, will see thar a capable plan-
ning commission is provided to carry on this important work.

Signed: for the National Association of Real Estate Boards:
Irenacus Shuler, Omaha
(Chairman, Committee on Subdivision Control in Metropoli-
tan Areas)
J. C. Nichols, Kansas City
J. J. Hurst, Baltimore
R. G. Lambrecht, Detroit
Guy S. Greene, Detroit
Robert Jemison, Jr., Birmingham (President, 1926)
Nathan Upham, Duluth (Advisory Board of Past Presidents)
Arthur M. Suor, Buffalo

Signed: for the American City Planning Institute:
Morris Knowles
(Chairman, Committee on Subdivision Control)

Jacob L. Crane Lawrence Veiller
T. Glenn Phillips Robert Whitten
Irving C. Root Frank B. Williams

SOURCE: “Subdivision Control,” Annals of Real Estate Practice, Volume III, Home Build-
ing and Subdividing (Chicago: National Association of Real Estate Boards, 1927), pp. 332—
34; “Subdivision Control,” Planning Problems o Town, City, and Region (Philadelphia: Wil-
liam F. Fell, 1927), pp. 200-1.

CHAPTER FOUR

THE LOS ANGELES REALTY BOARD
AND ZONING

Introduction

FROM ITS INITIAL GROWTH spurt during the boom of 1887, Los
Angeles has done everything in a big way. The leaders of the L(?s Ange-
les Realty Board, ardent supporters of the city’s extensive pullal?c worlfs
projects and nationwide promotional campaigns, were full participants in
this sense of bigness. Perhaps also because much of the land around Los
Angeles was still in single ownership as huge Spanish ranches, land su.b-
dividing and residential development were undertaken by community
builders on a very large scale. These developers fully understood the need
for planned infrastructure to support their realty projects, and they were
quite willing to utilize government for such purposes. .

In the dream of creating a prosperous homeowners’ paradise, the
southern California community builders’ positive view of government ac-
tion translated into a major push for strict land-use regulations. The Los
Angeles Realty Board played an important role in establishing America’s

first citywide use-zoning law in 1908, and leaders of the Board fought in
the 1920s to strengthen and extend the powers of zoning. The commu-
nity builders who governed the Realty Board even hired their own
professional city planning consultant in 1920 to write a new zoning law
for the Los Angeles City Council.

The community builders lost as many battles as they won in their zon-
ing crusade. To begin with, the Realty Board was divided over the issue,
with many members wanting to use zoning to promote property specula-
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tion and higher density commercial or residential development, not tq
protect sprawling partially developed areas for future development ag
neighborhoods of single-family houses. Secondly, the vast army of small-
scale realty dealers, builders, and property owners who fervently believed
in the Los Angeles promise of perpetual real estate “boom” were bitterly
opposed to strict land-use controls. Thirdly, many members of the Los
Angeles City Council were responsive to the speculative fever and manip-
ulated the zoning categories accordingly. :

Responding to both internal and external opposition, the community
builders on the Realty Board engaged in three strategies: (1) They searched
for political power to strengthen their cause both with city officials and
with other property owners. Through the Federal Housing Administra-
tion and its mortgage insurance program, the community builders found
a sympathetic agency that was willing and able to force long-desired
changes in land planning and regulation onto the local public and private
sectors. (2) They established tough, enforceable deed restrictions as a
fairly reliable method of controlling large, newly subdivided residential
and commercial developments. (3) They helped create separate suburban
jurisdictions and resisted their annexation to Los Angeles. To the com-
munity builders, these smaller municipalitics were generally more de-
pendable and cooperative in their implementation of land-use regula-
tions. In addition, the Realty Board helped create the Los Angeles County
Regional Planning Commission, to facilitate suburban growth and cir-
cumvent the need for involvement by the City of Los Angeles in land-
use regulation, infrastructure and service provision, and property taxa-
tion. These strategies were all formulated in response to the early contro-
versies over city zoning in Los Angeles. This chapter provides an over-
view of the conflict and the compromises.

Pioneers of American Land-Use Zoning

Los Angeles business and civic leaders acquired a justly deserved rep-
utation in the early twentieth century as aggressive boosters of an arid,
semitropical area that possessed no natural advantages save two: a lovely
climate and attractive landscape. The efforts to make up these deficiencies

in infrastructure—water supply, harbor, railways and transit, energy—are:
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well known. Equally as noteworthy are the massive ac-ivertlising cam-

aigns t0 market Los Angeles as a haven of the “good life” in order to
sell real estate to tourists and homeseckers. Because the bcagty of the
surroundings and the luxuriance of the lifestyle were such an important

art of the sales pitch, which was carefully targeted to the r.mddlc and
EPPCY classes of the rural and urban American east and middle west,

ublic action to preserve physical image was a key element of the growth
and sales strategy of the real estate sector.! From its inception in 1903,
the Los Angeles Realty Board expended considerable energy on public
and private action to clean up vacant lots (of which there were still many
left over from the collapsed boom of 1887), protect tourists from street
hawkers, limit the height of buildings (a 1906 charter amendment cre-
ated a 150-foot maximum), and promote “public art” including civic cen-
ters, parks, and boulevards as recommended by Charles Mulford Robin-
son in his 1909 report to the Municipal Art Commission.?

One of the most important initiatives to maintain and market Los An-
geles’ physical beauty was the creation of zoning laws. Los Angeles led
the nation in regulating private land-use under the municipal police power
by establishing the first major use-zoning law of any American city, a full
cight years before the famous New York City ordinance. On September
14, 1908, the Los Angeles City Council passed the “Residence District
Ordinance,” mapping out three large areas of the city within which:

It shall be unlawful for any person, firm or corporation to erect, estab-
lish, maintain or carry on . . . any stone crusher, rolling mill, machine
shop, planing mill, carpet beating establishment, public laundry or wash-
house, fire works factory, soap factory or any other works or factory where
power other than animal power is used to operate, or in the operation of
same, or any hay barn, wood yard or lumber yard.?

On the same date the City Council passed a companion “Industrial Dis-
trict Ordinance” defining the areas in which the above prohibited activi-
tics would be permitted, subject to certain fire regulations.* The “Resi-
dence District Ordinance” not only prohibited new businesses from
operating in the residential districts, but it also gg})_:li_ctggr_’c_gqqggy,cvly. An
existing business could be forced to vacate its current location, without
compensation, under the terms of the 1908 law.
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Los Angeles created America’s first use-zoning law during a period
when the Realty Board and the local real estate industry were suffering
from the aftereffects of the national “Panic” of 1907 and the subsequent
collapse of the city’s recent real estate boom. The long drought of Los

Angeles realty sales after the frenzied 1888 real estate debacle had finally

turned into steady, sustained sales growth beginning in 1901, culminat-
ing in a speculative boom during 1906. The post-Panic slide turned 1908
into an uncasy year for the realty business, the worst year in the Los

© Angeles Realty Board’s brief history. Since subdividing and selling sub-
. urban-style residence property was still a lucrative area of business for the
 larger realtors, and because there already was a substantial political con-
 stituency of prosperous homeowners among the city’s growing popula-
. tion, land-use regulation was quickly identified as an important vehicle
for strengthening Los Angeles’ most appealing selling point.5

"~ The case for public planning was articulated by Dana Bartlett in his

1907 book The Better City: “Climate has a cash value. . . . As the Greater
City comes nearer to its realization, the leaders in social thought are
more and more determined that it shall be a city of homes, and therefore
a city without slums.”® Accordingly, civic and business leaders promoted
Charles Mulford Robinson’s plan for “The City Beautiful,” and the land-
mark “Residence District Ordinance.” The rationale for this 1908 zoning
innovation was explained by Los Angeles City Prosecutor Ray Nimmo
in a 1913 article entitled “Accomplishing the Segregation of Industries™:

There is a well-defined movement in many of the European cities toward
industrial segregation, but, until recently, no American city has attempted
to execute this plan of civic improvement. This has been a subject of mu-
nicipal legislation generally considered impossible to treat of, and it was
left to the city of Los Angeles first to undertake a plan for the separation
of its homes from its works and factories. In this city by the western sea,
situated as it is, in the heart of the Southern California Riviera, there have
gradually developed extensive and beautiful residence districts traversed by
miles of smoothly paved streets and embellished with a wealth of trees and
flowers. The business enterprise of real estate operators, combined with the
civic pride and home life of the people of Los Angeles, have given the city
a deserved reputation for its ideal residence conditions.

Accordingly, the preservation of these conditions has been considered a
matter of paramount necessity. (emphasis added)”
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Industrial segregation under the 1908 law also provoked opposition
from some groups. The Los Angeles Times, for example, editorialized in
1909 against the new zoning law, fearing that it would be an obstacle to
the city’s industrial growth. The editorial particularly objected to the ret-
roactive provision in the ordinance. The Times did not advocat.c th.at zon-
ing be climinated, however, only that it be modified. The editorial sup-

rted the basic principle that industries should be barred from operating
in “exclusively residential districts.”® Since the owners and publishers of
the Times were among the largest real estate developers in southern Cal-
ifornia and members of the Los Angeles Realty Board, it appears that
the conflict over whether the future of the city was to be “the Riviera of
the nation” or “the Detroit of the West” included a consensus among
business and civic leaders that zoning would be an important part of that
future.’

Legal authority for Los Angeles public regulation of private land-use
in 1908 came from two sources, both deriving from the local govern-
ment’s police power authority to control “nuisances” in the interest of
“the immediate preservation of the public peace, health, and safety.”1°
The first source was the legal precedent of previously upheld regulation
and prohibition of cerfain industrial activitics publicly considered to be
injurious to nearby citizens. In fact, the idea of establishing “residence
districts” in Los Angeles was the direct outgrowth of earlier “industrial
districts” that had been created during the preceding two decades to limit
and control certain fire hazards.!! In accord with this tradition, the in-
dustrial portion of the 1908 zoning law was officially labeled “An ordi-
nance creating the Office of Fire Marshal and prescribing his powers and
duties.”'? Los Angeles already had laws on the books restricting the lo-
cation of oil-well drilling, the manufacture and storage of inflammable
and explosive substances, carpet beating, gas works, and beef slaughter-
houses and tanneries.!?

The second source of legal precedent was also derived from “nuisance”
law, but contained a very different social purpose—racial and ethnic seg-
regation. W. L. Pollard, well-known city planning attorney for the Los
“TAngeles Realty Board and the California Real Estate Association, stated
the issue clearly: “It may sound foreign to our general ideas of the back-
ground of zoning, yet racial hatred played no small part in bringing to
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the front some of the early districting ordinances which were sustained
by the United States Supreme Court, thus giving us our first important
zoning decisions.”* In California during the 1880s, San Francisco, Mo-
desto, and several other cities passed laws restricting the location of hand
laundries. The reason for these restrictions was that hand laundries in
these cities were primarily owned and operated by Chinese immigrants.
Thus laundry regulation was a clear-cut proxy for Chinese exclusion from
certain “Caucasian” neighborhoods.!®

Numerous California court decisions upheld the legal vahdlty of these
anti-Chinese zoning laws. The broad scope of the legal permission granted
in the Hang Kie, Yick Wo, and similar court decisions also helped facil-
itate local police power regulation of other “social nuisances,” in addition
to hand laundries and washhouses, such as bars, liquor stores, and dance
halls. Restrictions of this type were applied by Los Angeles prior to 1908.16

1 Recognition of the purpose of zoning as stabilizing and enhancing the
| va.lue of real estate had already been legally acknowledged by the Califor-
' nia Supreme Court in the 1886 Yick Wo decision, when the Court ruled
|'that @ Jatindry could be legally prohibited from locating in a particular
s‘are“at;éﬂc—eiusc it “depreciates the value of property.”!”

Los Angeles’ zoning laws created seven Industrial Districts, primarily
along the Los Angeles River and the various freight railroad lines that
coursed through the city’s eastern, central, and southern areas.!® Most of
the remaining built-up portions of the city were placed in the Residence
Districts, with “residence cxccpnons > spotted throughout these districts.
These numerous “exceptions,” an early form of zoning variance, included
undertaking districts, cow districts, Cémetery districts, motion picture
districts, billboard districts, and poultry slaughterhouse districts, to name
but a few. Anything that was legally excluded from the residence districts
could be included by the City Council through the creation of an “excep-
tion.” By 1915 there were nearly 100 “residence exceptions,” ranging
from a large section of the central business district to a single city lot.?®

After 1908 the Los Angeles City Council continued to pass districting
legislation of four basic types: (1) to create “exceptions,” (2) to change
the boundaries of existing districts, (3) to add new legal requirements
and restrictions to the 1908 laws, (4) to create new districts covering
areas of the city left untouched by previous legislation. The fatter task

' posed a continuous problem for the City Council because the corporate
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poundaries of Los Angeles were rapidly expanding during these years
through frequent annexations. Most of the territory being added to the
city was very sparsely developed, and normally was placed in a Residence
District, with some “exceptions.” One of these areas, the little town of
Colegrove which was annexed to the city in 1910, became the center of
a bitter zoning controvcrsy ten years later under its new name, the Wil-

shire District.?
In describing the passage of the Residence District Ordinance in 1908,

Ray Nimmo stated:

A few years before it was considered that the Constitutions of the state and
the nation had raised insuperable barriers to any project embracing the
prohibition of industrial expansion, but the zealous eye of the Los Angeles
home-builder watched the approach of business activities with alarm, and
necessity became the mother of legal invention.?!

California’s courts wholeheartedly approved of this new legal inven-
tion, upholding the Los Angeles zoning laws in three separate decisions
between 1911 and 1913, involving city prohibition of the location of a
Chinese-owned hand laundry, a lumber yard, and a brick yard. The
case of the brick yard was the most controversial, as it invoked the ret-
roactive feature of the zomng law. The owner, Mr. Hadachck, was forced
by the city to abandon his current location in a Residence District and
move to an Industrial District, at his own expense. The fact that he had
owned the land and building and had been opcrating the brick yard prior

to 1908 was not considered sufficient to merit an “exception.” Both the _ .¢,

California and U.S. Supreme Courts affirmed the Los Angeles zoning f
laws in the Hadachek litigation.?? These decisions cleared away the con-
sHitutional obstacles to the adoption of zoning laws in cities throughout
California and the nation.?® In the preparation of New York’s 1916 zon-
ing law, the 1908 Los Angeles law and the 1915 U.S. Supreme Court
Hadachek decision were cited by New York zoning supporters as key
legal precedents.?*

In California the Los Angeles zoning model spread rapidly once the
legality was clearly upheld by the California Supreme Court in its 1913
Hadachek decision.?® Particularly after the real estate market became de-
pressed beginning in 1914, many California realty boards and city coun-
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cils turned to Los Angeles-style districting laws as a method of stimulat-
ing residential sales and development. Between 1913 and 1917, Redondo
Beach, Oakland, Pasadena, San Mateo, Burlingame, Turlock, Piedmont,
and Sacramento were among the cities and towns adopting some form
of districting ordinance.?® Despite the Hadachek decision, or perhaps
because of the controversy surrounding it, many of these laws were not
retroactive. After 1917, the influence of New York’s law and more fine-
grained zoning ordinances in Berkeley, Alameda, Palo Alto, and other
cities helped create a new California fashion in land-use regulation that
rendered the 1908 Los Angeles ordinance somewhat obsolete.?” In the
pre-1917 period, however, Los Angeles zoning was the state and na-
tional model. For example, Oakland’s 1914 law was definitely based on
Los Angeles’ “industrial” and “residence” districts. The zoning legislation
was introduced by Mayor Frank Mott, past president of the Oakland
Real Estate Board and the California State Realty Federation. At an Oak-
land City Council debate in 1914, Mayor Mott explained

the protective nature of the proposed industrial zone ordinance, which is
aimed at the inclusion of all industries within definite areas for the protec-
tion of people who desire their homes to be located far from the annoy-
ances of shops and factories. He said that there are at least 10,000 acres of
land in the city available for industrial purposes, and that it is desirable to
keep manufacturing plants segregated from homes. The ordinance was pre-
pared by (Deputy City Artorney) Earle and is taken with few modifications
from the Los Angeles ordinance, which has been sustained by the Supreme
Court.?®

The Battle for a New Zoning Law

The passage of Los Angeles zoning laws in 1908 clearly reflected a
strong push by the Los Angeles Realty Board to reassure prospective
lenders and purchasers that the city would continue to be a spacious
residential paradise of fine homes and quiet, clean surroundings. The suc-
cess of this growth strategy was reflected in the statistics on Los Angeles’
economy, which revealed a growing population both much wealthier than
the national average and much more concentrated in professional, ser-
vice, and other white collar occupations than most large cities.?® Also in

i
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contrast to some fast-growing urban areas, the housing stock consisted
mostly of detached homes, although, despite the homcowncrship sales
itch, many of these houses were occupied by tenants.”

The 1908 zoning ordinance was applied on a highly selective basis. In
some cases property owners could petition the City Council to protect a
certain area from an “undesirable” use that was threatening to move in;
in the Hadachek case, they even forced an existing business to move out.
But the blanket nature of the law over such vast territory meant that the
City Council was constantly creating “exceptions” for a whole variety of
Jand uses that could not be kept too far away from the residential por-
tions of the city, such as specially created “public garage districts” needed
to accommodate Los Angeles’ growing automobile culture. Given that
one of the city’s biggest industries was real estate sales and development,
including related sectors such as finance, insurance, and manufacturing
of building materials, the City Council was just as likely to allow excep-
tions to “encroach” as it was to take action to “protect.” In addition, the
original districting ordinance did not distinguish between dctachcd homcs
apartment houscs hotels, movie thcatcrs commercial oﬂiccs or retail
stores, ores, which were legally permitted to exist side by side in the residence
districts. Judged by the standards of deed-restricted subdivisions, which

were already establishing the latcst trends in modern suburban living, the -

rcsxdcncc district ordinance was very weak and ineffective.?!

“During the period when Los Angeles® pioneering districting law was
making its way through the higher courts, establishing legal history and
gaining national recognition, the real estate market in Los Angeles went
through another cycle of growth and stagnation. Real estate sales and
construction activity rose from 1910 through 1913, fed by burgeoning
immigration of “native white homeseckers.”3? But the realty market started
declining when the population influx and capital availability both dried
up with the beginnings of World War L. The national depression of 1914
and 1915 hurt Los Angeles considerably. Many workers left the area in
search of industrial employment clsewhere. The Los Angeles tourist in-
dustry was notably hard hit from 1914 to 1919, and the huge real estate
and construction sector stagnated. Population growth, while slowed from
its dizzying pace, continued, however, and the strongest clement of real
estate market demand was in large lots and luxury homes on the outer
fringe of the city. This pattern of growth reinforced the viewpoint of the
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Los Angeles Realty Board’s leaders, who wanted to establish stronger
public land-use regulations to protect these subdivisions from unwel-
come neighbors.33

During the worst years of Los Angeles’ real estate depression the Realty
Board membership dwindled considerably. The remaining members con-
gratulated each other on simply being able to stay financially solvent,3+
In the summer of 1916 the Los Angeles Realty Board formed a commit-
tee of their most distinguished leaders to “call the attention of the Banks
to the injury they were doing the real estate business” by refusing to
make loans and by “advising their clients not to make loans on real estate
or to purchase same at the prevailing prices.”3® During 1917 and 1918,
the years in which the United States government entered the War, resi-
dential and commercial construction slowed to a standstill as the rising
costs and shrinking availability of building materials and labor and lack
of real estate financing converged to form a nearly impassable bottleneck.
Residential rents started rising in this period due to growing population
and employment, combined with the wartime embargo on residential
construction. The value of unimproved urban property, however, fell
sharply. Indeed, with little possibility for building, the market for vacant
lots was nearly frozen.3¢

The situation began to change with the end of the War. Tourism re-
sumed in 1919, and demand for housing picked up considerably. Lack
of financing and rapid inflation of building materials prices created a
situation where demand considerably outran existing supply. Tourists went
back east after winter excursions to Los Angeles complaining of a severe
housing shortage. The Realty Board blamed the financial institutions for
holding back the supply of mortgage funds, stating that “there is an un-
satisfactory and illiberal condition existing in this city between sources of
supply and those who would like to develop and improve their prop-
erty.” They pleaded with bankers to provide more mortgage loans at
lower interest, “to encourage home-builders generally.”3”

As the year went on, building activity did improve for year-round res-
idences, although the housing situation for tourists as the 1920 winter
season approached was still very tight. Tourist accommodations were in
such short supply that the Hotel Keepers’ Association wanted the Los
Angeles booster agencies to tone down their advertising in the east and
midwest in order to avoid a repeat of 1919, when the hotel room crisis
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ve Los Angeles tourism a bad reputation. The Los Angeles Realty Board
strongly opposed such timidity on the part of the Hotel Keepers, and
enlisted the major newspapers, the Apartment House Association, and
other organizations in a publicity campaign to dispel any rumors that
short-term or long-term housing was unavailable in Los Angeles. Ac-
cording to the Realty Board, the tourist influx was of critical importance
to the business of selling property in Los Angeles: “From the real estate
man’s point of view there must be an increasing number of homeseekers
and tourists to purchase and occupy the new homes that are built and
will continue to be built during the summer,”38 Realty agents would be
waiting at the train stations with convincing sales arguments for the po-
tential purchaser.

Building permits were on the upswing after 1919 but most of the new

housing was being built for the upper-income population. Apartments . ;

and low-cost bungalows were still at a premium, and thus for workers
the housing shortage of 1919 and 1920 was still a serious problem, and
rents were rising rapidly. Pressure began to build for the Los Angeles
City Council to pass a rent control ordinance. The Realty Board, deny-
ing the existence of any “rent-gouging,” was unalterably opposed to rent
controls. As an alternative, the Realty Board, with the Chamber of Com-
merce and the Los Angeles Times, launched a campaign to “Own Your
Own Home,” urging bankers “to loan more freely in order to encourage
the wage-laborers to build and own their own homes and to encourage
home-builders generally.”** The Realty Board also formed, together with
the Los Angeles Chamber of Commerce and the Merchants and Manu-
facturers Association, a Fair Rent Committee to investigate charges of
“alleged exorbitant rents” and to get favorable publicity about the hous-
ing situation in the city.*

The “Own Your Own Home” message against rent control was largely
thetorical. But the “Own Your Own Home” campaign to attract many
more prosperous tourists and year-round residents was a matter of eco-
nomic survival for a real estate industry that had been through five or six
years of relatively hard times.*! For some of the large downtown brokers
and the residential community builders in the Los Angeles Realty Board,
a vital aspect of this economic growth strategy was the passage of a new
zoning ordinance.?

Many Realty Board members desired to replace the 1908 residential

'
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district ordinance with a new comprehensive zoning law for four princi.
pal reasons. First, they wanted to preserve Los Angeles’ image as an ex-
pandmg cnclave of Juxury homes and estates. Land on the western side
of the city had been partially developed with expensive detached homes,
and some key Realty Board leaders, particularly the big residential sub-
dividers, hoped to protect the existing areas and maintain the wider west
side as the sphere of middle- to upper-income residential growth. Due
to extensive land speculation during the previous 30 to 40 years, how-
ever, much of this land had already been subdivided and was not subject
to any enforceable, long-running deed restrictions. As the building slump
began to abate in 1919, certain well-known realtors and community
builders from the Los Angeles Realty Board mobilized to halt what they
saw as an imminent invasion of the west side by apartments, stores, ware-
houses, and small factories.*® The residential district ordinance was not
considered to be adequate protection; a new zoning law was required
that would zone the entire area for exclusive single-family residential use.
On the other hand, a number of west side brokers in the Realty Board,
eager to earn commissions and sell frozen properties after the long sales
downturn, opposed any zoning initiative that would constrict their abil-
ity to unload listed properties, regardless of the intended use.**

The second reason, intimately related to the first, was that the most
powcrful Realty Board members wanted to maintain the downtown
commercial district as the primary office and rcta;l center of Los Angeles.
The Realty Board was dominated by the largest of the downtown com-
mercial realtors, and they greatly feared the potential impacts of com-
mercial decentralization on central city land values. Their fears were well
grounded: the share of Los Angeles’ retail trade conducted in the central
business district declined from 75 to 25 percent during the 1920s.45 In
1919, when the downtown was still preeminent, the major commercial
realtors hoped to use a new zoning ordinance to stem the tide of outly-
ing commercial growth at the downtown’s expense. They hoped that by
zoning the entire west side exclusively for single-family residential use,
except for a modest amount of neighborhood commercial uses at some
of the main traffic intersections, the wealthy residents would be forced
to continue shopping downtown and professionals would continue to
occupy office space in the city’s center.

The third reason was that Los Angeles had fallen behind as the na-
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tion’s Pacesetter | with regard to city zoning. Advances made by New York,
Berkeley, St. Louis, Portland, and other cities, plus the passage of the

soning enabling act by the California Legislature in 1917, and the city’s
U.S. Supreme Court victory in the Hadachek case* convinced the Realty
Board leaders that future zoning laws in Los Angeles should strictly sep-
arate residential, commercial, and industrial land uses in a much more

rematic fashion than the 1908 ordinance. Realty Board members feared
that Los Angeles would suffer in its promotional campaigns to attract
real estate investors and consumers in the absence of the most up-to-date
zoning regulations. In order to compete successfully with its local and
national rivals, Los Angeles had to cnhance its reputation as America’s
best planned and best regulated city.”

Fourth, having suffered through several depression years and watching
Los Angeles largely excluded from the war-induced industrial growth,
some real estate and business interests were concerned to expand Los
Anggeles’ rnanufacturmg base and year-round employment opportunities,
decreasing the heavy dependence on tourism. Development of the har-
"bor, highways, hydroelectric power, labor immigration, and other key
factors had made industrial growth possible in Los Angeles, particularly
in clothing, building materials, food processing, consumer durables, oil
refining, and several other sectors.*® Many manufacturing corporations
who were considering the establishment of branch plants in Los Angeles
were reportedly concerned about the existing zoning system. They felt
that the piecemeal nature of the districting ordinances combined with
the retroactive feature subjected potential industrial companies to uncer-
tainty as to their ability to remain at a given location free from harrass-
ment and residential encroachment. From 1908 through 1919 the atten-
tion in Los Angeles zoning had been on keeping undesirable nuisances
away from housing. The Chamber of Commerce now sought to reassure
outside capital that through passage of a new law industrially zoned land
would be better serviced and protected.*> Some members of the Realty
Board concurred with this approach. Others, especially large residential
brokers and subdividers devoted to promoting Los Angeles as America’s
“Riviera,” feared that industrial growth strategies might hurt the market
for high-income housing and related commercial developments.

The issue that precipitated the Realty Board’s campaign to pass a new
zoning law was the threatened invasion of the west side’s Wilshire and
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West Lake residential neighborhoods by a clothing factory and'a ware-
house in the spring of 1919. Under the Residence District Ordinam;c
the City Council generally required that a property owner desiring a ¢ ‘res-
idence exception” on a particular site must first gather petition signatures -
from 20 percent of the neighboring property owners in support of the
proposed change. Since so much of the land on the west side was vacant
and owned by speculators, small investors, lenders, or realty agents, all
of whom were seriously hurt by the decline in property values which had
become severe in 1917 and 1918, many of these property owners were
glad to sign a petition that could stimulate sales interest and new cbn-
struction of any sort. Intensive uses, if they could drive up the rents and
sales prices of nearby land parcels, were particularly welcome.*® The
property owners requesting building permits for the clothing factory and
the warehouse were able to get the required signatures and present their
petitions to the City Council.

Realty Board leaders, many of whose brokerage firms specialized in
handling downtown commercial properties and elegant west side resi-
dential subdivisions, mobilized to oppose the petitions.5! This particular
coalition of prominent Los Angeles realtors not only demanded that the
City Council vote to deny the two petitions for residence “exceptions,”
but that a new zoning law be immediately passed that would restrict
virtually the entire west side of the city for exclusive single-family resi-
dential use. On May 29, 1919, the Realty Board’s Governing Committee
took its first major step in fighting the battle for west side zoning by
appointing a special committee “to urge the adoption of suitable ordi-
nances to protect residential sections of the City from the erection of
warehouses, factories, etc., and to protest in the name of this organiza-
tion against any movement to create industrial districts, or otherwise to
commercialize those parts of the city now devoted exclusively to homes.”?

In June 1919, the Realty Board went public with its opposition to the
petitions and managed to forestall City Council action.>® The Realty Board
also joined a Chamber of Commerce committee to prepare a new zoning
law.5* The Chamber was particularly concerned that adequate areas be
zoned for industry. In early 1920 the Los Angeles City Club hosted a
conference in which representatives of the Chamber of Commerce, Realty
Board, the local chapter of the American Institute of Architects (AIA),
and other organizations recommended that a City Planning Commission
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be officially created in order to zone Los Angeles.*® In March 1920, the
City Council voted to create such a Commission. The Realty Board,
Chamber of Commerce, Fire Insurance Exchange, and a number of other
business groups were well represented among the 51 city planning
commissioners appointed by the mayor.5¢

With the gradual thawing of the real estate market in 1920 and the
substantial increase in applications for building permits, considerations
of proposed zoning changes quickly reached a stage of acute conflict.
Differing groups of property owners on the west side alternately pre-
sented petitions, staged protests, and filed lawsuits as they vied for sup-
port from the City Council, some desiring to exclude apartments, some
desiring to exclude stores, and others desiring to sell, build, and own or
rent space in these controversial structures. In certain cases the City Council
voted under the 1908 law to create new or uphold existing residential
districts, in other cases granting “exceptions” and allowing for alternative
developments and uses. Arguments raged within and between neighbor-
hoods and organizations. The Realty Board, with the support of the
Chamber of Commerce and the chairman of the new City Planning

¢ Commission, formed its own private committee to come up with a zon-

ing plan for the city.””

Serious conflicts soon emerged, however, from within the Realty Board’s
own membership. When the Realty Board’s Governing Committee pro-
posed in May 1920 that the City Council immediately enact an emer-
gency ordinance limiting almost the entire west side to single-family res-
idences until a new zoning law could be enacted, some of the Realty
Board’s own members, “dealers in Wilshire District property,” “protested
against the proposed ordinance, stating that it was injuring their busi-
ness” and “interfering with improvements contemplated by their clients.”53
The protesting realtors were generally smaller west side brokers battling
agamst the big downtown brokers and the large-scale residential subdi-
viders who dominated the Realty Board’s Govcmmg Committee. The
Governing Committee wanted single-family residential zoning for the entire
west side. The opposing realtors, who formed an organization called the
Wilshire Improvement Association, wanted commercial development on
all the main streets and higher density commercial and residential uses
permitted in the Wilshire area.

Faced with this internal revolt, the Realty Board’s Governing Com-




|

[o4] The Los Angeles Realty Board and Zoning

mittee quickly withdrew their proposal for an emergency zoning ordi-
nance, “until such time as a scientific survey by a recognized City Plan-
ning expert can be made and a proposed ordinance or ordinances submitted
to the City Council embodying the findings of such expert. 59 One month
later the Realty Board sent an urgent telegram to Charles H. Cheney to
come to Los Angeles. He was to be their expert.*?

Charles Cheney arrived in Los Angeles in July 1920 with a reputation
not only as a zoning expert, but as a strong advocate of the creation of
exclusive single-family residence districts to encourage homeownership
and property investment. He was wedded to the notion that Los Angeles
should remain a city of large and small houses, and was strenuously op-
posed to apartment buildings.®* Cheney hurriedly met with the zoning
committees of the Realty Board, City Planning Commission, and City
Council, and with a group of Wilshire District property owners which
included the president, vice-president, and treasurer of the Los Angeles
Realty Board and other leading realtors.®> Despite his flurry of meetings,
Cheney studiously avoided speaking with opponents of the Realty Board’s
zoning proposal.

Within a week of his arrival, Cheney delivered to the Realty Board’s
Governing Committee his completed “scientific” zoning report. Cheney’s
report addrcsscd some of the objections of thc Wilshire rcaltors who had
mainly zoning the whole area for single- famlly residential use, d1d n;:
clude several commercial zones on some of the major thoroughfares.®3
The Realty Board immediately presented Chcncy’s report to the City
Council with a great deal of publicity, urging quick adoption by the
Council.%* The Board also suggested that the City Planning Commission
hire Cheney as a consultant to zone the entire city.®® The City Planning
Commission agreed, and recommended that the City Council appro-
priate the funds to hire Cheney.%® “The Realty Board was entirely satis-
fied with the services Mr. Cheney rendered in his survey of the Wilshire
District,” stated City Planning Commission Executive Committee mem-
ber and Realty Board Vice-President Frank Ryan in his report to the
City Council, “and we believe the Council should make effective its work
by employing the services of an expert city planner.” 67 Other business
and civic leaders supported the hiring of Cheney, including the author
of the 1908 zoning law, Judge Albert Lee Stephens, who spoke of the
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need to maintain Los Angeles
sirable home city in America.”%®

In the months that followed, the zoning battle escalated as the Los;
Angeles Board of Public Works began to deny building permits to var- \
jous proposed structures under the terms of the district ordinances. At- |
torneys for property owners argued that businesses had a right to expand |
to the west of downtown and that the new restrictions granted an artifi- |
cial monopoly to the existing businesses and thus were clearly discrimi- '
natory Legal actions and pubhc protcsts were mmatcd by : all sides in

enviable prestige of being the most de-

cl declmcd to appropnatc funds to hire Charles Chcncy, explaining that
Cxty Planning Commission Secretary Gordon Whitnall was capable of
conducting the necessary zoning surveys, with the help of the City En-

gineer’s Office.”® The Clty Council also failed to adopt the Rcalty Board’s

Wilshire District zoning proposal due to vigorous opposition from Wil-
shire property owners and realty agents.”" In the fall of 1920, the Realty
Board and the Chamber of Commerce, concerned lest Los Angeles’ rep-
utation as a well-run city be tarnished by the controversy, joined forces
again to push zoning forward.”> Gordon Whitnall announced in October
that the City Planning Commission would soon hold hearings to zone
first Wilshire, then Hollywood, and eventually the entire city.”®

It took another year before the Los Angeles City Council finally adopted
the new zoning ordinance in October 1921.7* The pressure of the
depression which had set in across the nation the previous spring pro-
vided the final push.”® All sides felt that the passage of a zoning law
would remove some of the uncertainty hanging over property invest-
ment, with the issue still to be decided into which zone would properties
be placed. The Realty Board, reflecting increasing nervousness, had es-
calated their advertising campaign in the spring of 1921, to “Own Your
Own Home and Build Now.””® They also played a key role in establish-
ing the All-Year Club to boost the city’s economic fortunes by promot-
ing both tourism and permanent population growth.””

The Los Angeles Realty Board won a significant victory with the pas-
sage of the new zoning law. The old residential district classification was
now split into two separate zoning designations: an “A” Zone for single-
family houses, and a “B” Zone for all other residential uses. The “C»
Zone was for business or commercial uses, “D” Zone for “non-obnox-
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ious” industry, and the “E” Zone was unrestricted. When the City Coun-
cil passed the new zone law it also adopted actual zoning maps for five
districts. Because Los Angeles was so huge, the City Planning Commis-
sion left 36 districts unmapped. These districts were to be covered under
the old residential district ordinance until such time as the Council ap-
proved new zoning maps.”®
Four of the five maps were for the Hollywood, East Hollywood, Wil-
shire, and West Lake sections, the very arcas that had been the scene of
the biggest controversies regarding the protection of these neighbor-
hoods as “high-class residential districts.” If one studies the maps, the
surprising fact is how little of the land was placed in the “A” Zone.
Except for some fairly well-developed deed-restricted areas of large, ex-
pensive homes, most of the interior land was placed in the “B” Zone and
almost all of the major street frontage was zoned “C.” The other district
maps later adopted by the City Council consisted largely of industrial
areas zoned “D” and “E,” and residential arcas zoned entirely for “B”
and “C” uses. By the end of the decade the City of Los Angeles had 600
miles of street frontage zoned commercial (“C”), estimated to be more
than enough land and building space to serve a population of 14 million
people. The actual population in 1930 was 1.2 million. Many more miles
were zoned for apartments and multiple dwellings (see chart 4.1).7°
Los Angeles had once again established itself as a zoning pioneer by
becoming the first large American city to create a separate category re-
stricted solely to the construction and occupancy of single-family de-
“tached Fiotises. Many of zoning’s backers, the Realty Board among them,
“saw the legal fight to establish the validity of this type of land-use restric-
tion as the most important goal behind the passage of the new law. The
goal was accomplished within a few years when the California Supreme
Court upheld the validity of this form of police power regulation in the
Miller casc in 1925, and the U.S. Supreme Court later concurred. %
“The Realty Board and its allies, including the Chamber of Commerce,
paid a price for this victory. To begin with, they did not succeed in
holding back the tide of commercial decentralization; if anything, zoning
in practice may have helped accelerate it. They also did not succeed in

= legally excluding housing from industrial zones, which became a source

of irritation to manufacturers as the decade wore on. And while they

. won the Battle for single-family zones and managed to help preserve a

CHART 4.1
RESULTS OF THE LOS ANGELES “USE OF PROPERTY”
SURVEY, 1926
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The above chart refers to the approximate two hundred square miles of urbanly devel-
oped Los Angeles that has been zoned for use since 1921. The remaining two hundred
and fifty square miles of outlying areas now in process of being zoned are being given the
advantage of previous experience.

The “13.4%” of “business” does not include the “downtown” ich i i
the “17.8%” of “industrial.” If the “business” occupancy in “indusat::l”’vzglscslilﬁ::s:atfl"zl;nj r
added to the “13.4%” it would bring the latter up to about 20%. o

SOURCE: Gordon Whitnall, “Supply and Demand in Business Zoning,” The C ]
Builder, 1, 3, February 1928, p. 15. B T Somm——
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few key residential enclaves, they failed utterly at zoning more than a
small portion of the city in d)i-s_dcﬂagc,gqry. In fact, it took more than two
decades, after the Federal Housing Administration had significantly
changed the rules of the game, before a majority of Los Angeles land
was zoned “A” (by this time it was called “R-1”). As Huber Smutz, Los
Angeles’ longtime Zoning Administrator, observed about the compro-
mise that led to the passage of the 1921 zoning law: “It was either a
proposition of zoning the rabid speculator’s property for the purpose for
which he was holding it or having no zoning at all and hence no protec-
tion for residential districts.”8!

Perhaps this outcome is less surprising when one considers that for all
its political power, economic resources, and media access, the Los An-
geles Realty Board represented the interests of only a small minority of
all the economic and political actors within the real estate business. In
1921 the Realty Board had fewer than 200 members, consisting of the
oldest and largest real estate brokerage firms in Los Angeles, with the
most employees and capital and the closest ties to builders, architects,
engincers, subdividers, commercial developers, insurance companies, and
financial institutions.3? Real estate sales, however, was a highly competi-
tive field with very easy entry and huge numbers of participants, espe-
cially in Los Angeles during the 1920s. Compared to other business sec-
tors, such as the leading firms in finance, insurance, utilities, manufacturing,
motion pictures, or oil, even the largest brokerage firms were fairly small-
scale. The competitors of the Realty Board brokerage firms, though much
tinier in size, were a great deal more numerous. In the fall of 1921 there
were more than 1,200 real estate offices in Los Angeles and more than
33,000 people officially licensed to sell real estate.®® Some of these sales-
people worked for one of the nearly 200 Realty Board firms, but the
overwhelming majority either worked for smaller brokers or for them-
selves. Real estate sales, speculation, and development was one of Los
Angeles’ largest industries in the 1920s, employing or self-employing a
major portion of the working-age population on either a full- or part-
time basis.3

Given this context, the “rabid speculator” who at first balked at zoning
soon found it to be a very congenial ally, particularly as a tool for spec-
ulating in the purchase and sale of one or more of the hundreds of thou-
sands of vacant lots that were rapidly being subdivided throughout the
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decade. As William Munro explained in 1931, zoning became the ulti-
mate promotional device, a form of government-subsidized free advertis-
ing.8% Vacant property zoned for “business” or “apartments” automati-
cally took on added value as the purchaser either envisioned developing
the land for an income-intensive use or of quickly passing it off to an-
other more willing buyer for a substantially higher sales price:

Zoning, however, quickly became popular. Hardly anything else in mu-
nicipal administration has had so rapid a spread in the cities of the United
States during the past fifteen years. And one of the principal reasons can
be found in the fact that real estate agents and promoters throughout the
country got behind the movement. They saw in it an opportunity to boom
their business. With a city entirely zoned, they could assure purchasers of
residential property that their neighborhoods would never be encroached
upon by business, while on the other hand, zoning would give business
property a touch of monopoly value. Accordingly the signs went up on
vacant lots: “Zoned for business,” or “Zoned for apartments,” with the
definite implication that such action on the part of the public authorities

had resulted in giving the property a higher and more assured value than
it would otherwise have.?¢

Zoning, by regulating the uses of a property, affected the income that
could be derived from property. Unlike deed restrictions, however, zon-
ing classifications and regulations could easily be changed by a majority
vote of the City Council. Real estate values could therefore be manipu-
lated by acquiring property with one zoning designation and having it
changed to another, or by selling property with the implied promise that
its current zoning designation could be changed. Throughout the decade
of the 1920s, the Los Angeles City Planning Commission spent more
than 80 percent of its time processing applications for zoning changes
and exceptions. The great majority of them were granted. In some cases
the City Planning Commission opposed a zoning change and was over-
ruled by the City Council, but in most cases both bodies were amenable
to all manner of pressure for accommodation. In built-up residential areas,
people could occasionally be mobilized to successfully resist zoning changes,
but since so much of Los Angeles was newly subdivided and sparsely
developed the use of zoning as an aid to real estate promotion and spec-
ulation generally prevailed.?”

Realty Board members were no less likely to seek individual zoning
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changes when it suited their client’s interests. Since they were more able
to exert power in the enactment of the initial maps, however, and were
concerned to maintain stability and predictability in realty investment,
they probably had less recourse to seeking zoning adjustments than the
smaller speculators. Nevertheless, the manipulation of zoning could work
just as easily to the benefit of the large developer as to the seller of an
individual lot. A. W. Ross, through his enormous influence with the City
Council and ownership of a few key parcels on a stretch of Wilshire
Boulevard zoned entirely for single-family houses, was able to develop
the “Miracle Mile” commercial strip to the exclusion of all competitors.
His simple device was to get Council “spot zoning” changes from “A”
to “C” every time he acquired one or more lots, while blocking efforts
by anyone else to get zoning changes. Thus, without initially owning all
the land, he succeeded in obtaining some of the vacant lots at “single-
family” prices and then selling or leasing for a unified commercial devel-
opment over which he exercised considerable control—thanks to zoning.%8

In the battle for the Wilshire District, the Realty Board’s governors
were allied with the Chamber of Commerce, Merchants and Manufactur-
ers Association, and Building Owners and Managers Association in com-
batting the decentralization of retail trade and commercial office space.
These groups sponsored two ballot initiatives in 1924 and 1926 to halt
the westward spread of commercial development along the Wilshire cor-
ridor. The 1924 referendum was soundly defeated. Two years later the
downtown realtor-business coalition won the vote, but lost the zoning
battle in the next four years through City Council “spot rezoning” of
west Wilshire.®

In 1920 a Realty Board zoning committee, headed by Board president
Otis A. Vickery, a leading downtown realtor, issued a statement that
“We are in hearty accord with the protection of Wilshire Boulevard as
one of the greatest show drives and thoroughfares of the city, and pledge
ourselves to maintain it permanently as a residence district.”® At the
same time, however, many of the Realty Board’s own members were
strongly opposed to such a strategy and saw great potential and profit in
developing Wilshire Boulevard as a magnificent suburban office and retail
street for a wealthy west side clientele that no longer wished to travel all
the way downtown. During the debate over Charles Cheney’s zoning
plan, one Wilshire District realtor asked the City Council to abolish the
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two-month-old Planning Commission and save the “needless expense.”®!
The idea of zoning as protection (stabilizing of existing land-use patterns)
was in direct conflict with the appeal of zoning as promotion (facilitating
speculation, turnover, and changing patterns of land development). Both
sides saw in public planning and zoning the possibility of controlling
market competition and neighborhood externalities; but most of Los An-
geles’” numerous real estate operators were dealing with scattered lots in
nearby locations, whereas the Realty Board leaders had a much larger
vision of the degree of competition and the amount of territory they
wished to control. o y -

“While the core of the exclusive single-family areas received protection
under the Los Angeles zoning law, most of the major community build-
ers operating in the high-income residential market adopted a strategy of
subdividing in newer areas of the city using very strict deed restrictions,
such as the Janss Company’s development of Westwood Village, or in
going outside the city limits to unincorporated areas or suburban munic-
ipalities where the local government was more amenable to the right
kind of zoning. Beverly Hills, which successfully fought against annexa-
tion by Los Angeles, is a well-known example of the latter.%?

The speculator’s or curbstoner’s notion that zoning should maximize
property values at each individual location contradicted in practice the
community builder’s idea that through strict segregation and predictable
public control of all specific land uses, zoning would maximize aggregate
land values, and stabilize values at each location, but would not maximize
values everywhere. The basis for zoning was, as the Los Angeles Realty
Board told the City Council in 1920, “the greatest good to the greatest
number.”®? Demonstrable losses might even be suffered by some prop-
erty owners, which is why the legal battle to justify zoning as a reason-
able exercise of the police power lent such critical importance to the con-
tribution of “scientific city planning.”

“Overzoning” and Land Economics: The Realty Board’s
Rezoning Campaign

An ogtstanding example of the advancement of city planning as “an
exact science,” to use Gordon Whitnall’s phrase, was the 1926 Use of
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Property Survey by the Los Angeles City Planning Commission.>* (See
chart 4.1.) The results of this survey were used as the opening volley in
a political conflict concerning the extent to which Los Angeles was “ov-
erzoned.” The concept of “overzoning” abandoned the legal justification
for zoning as local government protection of the health, safety, and mor-
als of the population. Instead, zoning was seen by both realtors and plan-
ners as “an exercise in land economics.”%® Gordon Whitnall defined zon-
ing in 1926 “as a means that has been devised for furthering the highest
utility of property and encouraging in the extreme the maximum devel-
opment of that property.”®® “Overzoning,” in Whitnall’s opinion, stood
in the way of this goal:

Because of our over-doing a certain type of classification we fly right
into the face of the eventualities of the law of supply and demand. Lack of
proper zoning has made your investment a drug upon the market by rea-
son of uncertainty. So, by giving substantially more of one classification to
your city than is necessary for a given community, you create a degree of
uncertainty which is sometimes spoken of by saying “the property is fro-
zen.” But zoning properly done and recognizing ratios of use will casily
stabilize and encourage investment and development. That, if for no other

reason, justifies zoning.”

During the speculative boom in Los Angeles from 1922 to 1924, nearly
4,000 new subdivisions were staked out and opened for sale.®® A great
number of people were buying lots in anticipation of selling for huge
gains within a matter of weeks, and any zoning that could help push up
the asking price was very much in demand. The two most favored cate-
gories were “B” and “C,” income-producing uses of rental apartments
and commercial structures. By 1924, however, as Whimall put it, “the
speculative gas seems to have been squeezed from the balloon.”®® In the
mid-1920s one could travel for miles through Los Angeles and see oc-
casional stores interspersed with acres of vacant lots growing weeds. In
the interior between the major streets, one generally saw a sparse collec-
tion of small houses lived in by speculative lot owners, run-down rental
houses, and more acres of weeded lots.!? As the decade wore on, the
real estate business began to thin its ranks as the effects of the realty

recession spread.!%!
In the context of declining sales, the Los Angeles Realty Board launched
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a major campaign for “scientific® zoning and against “overzoning.” In
1926 the Realty Board president was George Coffin, who as president
of the Hollywood Chamber of Commerce fought to prevent the existing
commercial center of the district from being eclipsed by new businesses
springing up along nearby thoroughfares. The Realty Board under Cof-
fin’s leadership played a key role in inducing the City Planning Commis-
sion to undertake the Use of Property Survey. Coffin also led a publicity
campaign on the economic effects of improper zoning which was echoed
by a number of other Realty Board leaders in the ensuing decade.!%?
Coffin’s criticisms were sharp, as the following quote suggests:

It was a wise man who said, “You cannot make a silk purse out of a
SOW’s ear.” Neither can you make business property out of subdividers’
illusions, deed restrictions, or zoning classifications. Sound economic forces
create the relatively limited frontage of any city which can profitably be
devoted to business use. Unfortunately, most of the so-called business
frontage was born of the wedlock between ignorance and speculation, and
the naked miles of vacant lots along our arteries of travel are mute ’tcsti-
mony to an economic waste of such proportions that the imagination is
startled at the farce of perpetuating this needless waste into the eternity of
to-morrow.

I regret to state that much criticism must be directly charged to the
greed of the property owners themselves, whether subdividers of large areas
or individual lot owners, whose demands upon the authorities and the
pressure used to enforce these demands have been of such magnitude as to
forcc the dedicating of otherwise usable frontages to cternal wastage by
improper zone classification, thus making it possible during an active real-
estate market to exploit such land, pocket the false value created by the
establishment of a business zone, and depart leaving a trail of depleted
residential value in their wake.1%3

George Coffin initiated a two-pronged strategy by the Realty Board in
attz'lcking “overzoning.” The first prong was to campaign for rezoning.
This meant readjusting zoning categories to “unfreeze” properties in or-
ch to stimulate new sales and development, and to raise the value of
existing built-up property in the older areas of the city. Coffin argued
that the city’s privately owned land should be rezoned “according to a
comprehensive plan.” “Scientific city planning,” using the new principles
of land economics, would be the best method of stimulating the overall
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real estate market. Gordon Whitnall acknowledged the political impact
of the Realty Board’s campaign for rezoning;:

That these conclusions are not purely theoretical is evidenced not alone
by the actual studies that have been made, but is now being revealed with
increasing frequency by the self-initidted moves on the part of property
owners requesting that their heretofore “frozen” properties be “thawed”

out by lending to it such protection as results from a reclassification into a

zone use for which there is a demand and which, when so zoned, will have
the protection of law with the consequent encouragement to immediate

development.'®*

With the onset of the Great Depression and the virtual collapse of real
estate activity, the Realty Board finally succeeded in overcoming the op-
position to its rezoning proposal.1%® In 1930 the City Council adopted
a new zoning ordinance. The new law added several use categories. The
City Planning Commission was given responsibility to prepare plan for
rezoning major portions of Los Angeles. The new ordinance stated,
however, that the City Council could only change a zoning designation
to a more restrictive category if property owners representing 65 percent
of the frontage signed a petition requesting the change. This requirement
was put into the new ordinance at the insistence of the Realty Board,
whose members were afraid that the City Council might eliminate 700
much land zoned for commercial use or for apartments.'%®

The second prong of the Realty Board’s attack against “overzoning”
was to argue for the reform of zoning administration. Beginning with
George Coffin, a succession of Realty Board leaders consistently de-
nounced the Planning Commission for not doing any “planning” and the
City Council for being “corrupt” and for subjecting zoning to “poli-
tics.”1%7 In both cases the point of the criticism was that the Planning
Commission and City Council were placing too much land in the wrong
Zoning category from the Realty Board’s perspective, and that they were
allowing too many and too frequent zoning changes. The latter included
“spot zoning,” in which small parcels or even a single lot were placed in
a different and incompatible zone category with respect to the rest of the
block or district.108 At times the rhetorical flourishes became quite heated,
as in this denunciation by the Reaity Board’s planning and zoning attor-

ney, W. L. Pollard:
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Political control of planning is a curse which h i
conditions in. Southern California. Planning as it is ;znfca::ﬁ;fm;t:fc;fi: EI)f())r;
Angeles consists (_)f zoning. There never was a subject more politically rid-
den or more politically controlled or more politically perverted thax}; th
administration of zoning in the city of Los Angeles.1% )

The primary purpose of the Realty Board’s denunciation of “politics”
was to use their own considerable political influence to reduce the ease
with which the smaller realty dealers, business proprietors, and prope
owners could get zoning exceptions and amendments thrz)ugh Izl'xepCIi—ty
Cou.ncd by “greasing” the appropriate palms of politicians and ofﬁciatl}s,
or simply by mobilizing some electoral pressure on individual City Council
members. The new 1930 zoning law spelled out some required admin-
istrat.ivc procedures for the City Planning Commission designed to stan-
dardnlzc the process of conducting investigations, holding hearings, and

anting or denying zoning vartances and changing zoning class’iﬁca-
tions.!'® The Realty Board had for some time desired to create some
form of Board of Appeals to deal with zoning variances, and thus allow
the Plaflning Commission to do more “planning” an::l remove some
temptation from the City Council to engage in less “corruption.”!!! With
the indictment of several councilmen and planning commjssiox.lcrs in the
late .1930s on charges of operating a zoning variance racket, and the
clcct‘lo‘n of a new reform mayor in 1938, a civil service office ’of zonin,
administration and a Board of Zoning Appeals were established in 1941 3
{\ new World War II-induced real estate boom was about to commer‘lcc
in Los Angeles, and the Realty Board was poised to enter into a ne
round of zoning controversies. "

Conclusion

'Ijhc longstanding Los Angeles love affair with single-family housin
set in bc;.autiful surroundings is intimately tied to the history of its zom'ng
laws designed to separate business and industry from home “djstricts§
The comuMq builders of the Los Angeles Realty Board played a ma'(;r
Folc botl? in promoting the city’s early and innovative zoning laws alnd
in establishing new standards of private land development and private
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restrictions to further foster the suburban trend. Despite many obstacles
during the 1920s boom, such as mixed uses and densities in tl.le inner
city and excessive and poor-quality subdividing on the urban fringe, by
the 1940s boom the FHA had helped the Realty Board’s community
builders tip the balance such that fully developed and well-planned
“neighborhood units” of owner-occupied houses became a reality for
moderate-income workers and their families, and not just for the wealthy
estate owners of the southern California “Riviera.”

CHAPTER FIVE

THE CALIFORNIA
REAL ESTATE ASSOCIATION
AND
SUBDIVISION REGULATIONS

Introduction

Tms CASE STUDY OF the California Real Estate Association (CREA)
and subdivision regulations clearly demonstrates the important distinc-
tion between the three types of public-private planning for residential
subdivision development: (1) coordination, (2) design and engineering,
(3) comtrol. Large community builders and smaller subdividers within
CREA found common agreement on the need for coordinated public
planning of traffic arteries and a host of other key elements of urban
land-use and infrastructure development. They considered this form of

~ public planning as a technical information service to help guide them in

projecting market demand and development costs and thus enable them
to create more profitable subdivisions. CREA actively promoted city and
county planning expressly to make this service more effective and widely
available.

The other two forms of planning created a greater degree of contro-
versy. Community builders supported minimum design and engineering
standards as a means of limiting competition from smaller subdividers,
stabilizing market demand and realty values, and upgrading development
standards. Many large developers were already utilizing deed restrictions
that were far more drastic than anything the public sector might require.
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