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Cities are always changing: streets, infrastructure, public spaces, and buildings are constantly
being built, improved, demolished, and replaced. But even when a new project is designed to
improve a community, neighborhood residents often find themselves at odds with the real estate
developer who proposes it. Savvy developers are willing to work with residents to allay their
concerns and gain public support, but at the same time, a real estate development is a business
venture financed by private investors who take significant risks. In How Real Estate Developers
Think, Peter Hendee Brown explains the interests, motives, and actions of real estate
developers, using case studies to show how the basic principles of development remain the
same everywhere even as practices vary based on climate, local culture, and geography. An
understanding of what developers do and why they do it will help community members, elected
officials, and others participate more productively in the development process in their own
communities.Based on interviews with over a hundred people involved in the real estate
development business in Chicago, Miami, Portland (Oregon), and the Twin Cities of Minneapolis
and St. Paul, How Real Estate Developers Think considers developers from three different
perspectives. Brown profiles the careers of individual developers to illustrate the character of the
entrepreneur, considers the roles played by innovation, design, marketing, and sales in the
production of real estate, and examines the risks and rewards that motivate developers as
people. Ultimately, How Real Estate Developers Think portrays developers as creative
visionaries who are able to imagine future possibilities for our cities and communities and shows
that understanding them will lead to better outcomes for neighbors, communities, and cities.
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CommunityNotesIndexAcknowledgmentsPrologueA Brick Wall in EvanstonWe used to call them
our town founders and we honored them by erecting their statues in our town squares. Today we
just call them “developers.”—Andrés Duany, Miami architect and planner1The Costs of
OppositionIn 2002 a Chicago developer named Neil Ornoff hired the architect David Haymes
and his firm, Pappageorge Haymes, to design a twenty-unit residential project on a corner site at
525 Kedzie Street, in Evanston, Illinois, a northern suburb of Chicago. “The alderman—the city
councilman—was really fearful of the people who lived in the adjacent building and were
concerned about losing views they had across the vacant parcel, so he asked the developer to
work with them,” recalled Haymes. “We designed a beautiful building,” but the design required a
small portion of the building to be a little bit taller than what the height limits in the code allowed.
The site plan also required the developer to seek relief on a parking rule that required a twenty-
foot setback from the street to the building face to allow for on-street parking for the property,
even though all of the parking for the building was going to be accommodated onsite, within the
building, and concealed from view. These were routine and modest variance requests but, as
Haymes recalls, “The neighbors simply said no, we are going to oppose the project.”2So
Haymes went back to the drawing board and redesigned the façade on the side of the building
that faced the neighbors, adding articulation and setbacks that made the building look better
from the neighboring property but increased project costs. This time the neighbors said, “No,
that is a very nice design, but we are still going to oppose it.” So the developer said, “That’s it—
we will build it ‘as-of-right,’” which means per the letter of the code and without any variances.
Haymes redesigned the building, eliminating the small portion that was to be taller and changing



the site plan to accommodate the required twenty-foot setback. He stripped off all of the
articulation and setbacks on the side facing the neighboring building because there wasn’t room
and the developer no longer felt the need to incur the costs required to curry favor with the
neighbors. “We gave them an unadorned brick wall facing their building because we had to push
our own building so far back on the property.” In the end, it took the developer and his team more
than two years to obtain the approvals required to build a small, twenty-unit condominium project
and by then it was late to market. The project opened in 2007, just as the housing bubble burst.
The condominium units failed to sell out at pro forma prices so the developer was unable to fully
repay the construction loan. The bank foreclosed on the property and sold it to another
developer, who converted it to apartments.In addition to providing architectural design services
to developers, David Haymes and his partner have done some small development projects
themselves and Haymes is also the head of his own community organization, so he has seen
development from those viewpoints too. “There are still some in my community group who
harbor those really harsh feelings about developers; they just don’t want change. They don’t trust
developers because anything a developer does is going to be a change, and so they hammer
any developer who comes in. Fortunately,” says Haymes, “over time, my community group has
become more sensitive and understanding of what development is. We have also come to
understand that we are better off having a say than not being involved at all, because if you take
the attitude that you don’t want to talk to somebody then you are going to have to live with the
consequences.”Haymes sympathizes with how the public views developers but at the same time
he finds that the whole process is far too distrustful to be productive. When Haymes presents at
a public meeting, his job is to support his client by positively representing the project, but
Haymes says he almost always fully backs and believes in what he is doing for that client. “That
is why it is disturbing for us when the developer really is making an honest and forthright effort
but he’s being abused and we are being called liars and whores.” Haymes is disturbed not only
because the developer’s efforts are being minimized, but also because good things for
communities are being passed up—like what happened in Evanston.Figure 1. The improved
design for the Kedzie project, Evanston, Illinois. Courtesy of Pappageorge Haymes Partners.In
what became a lose-lose outcome, the developer spent extra time and money in a costly and
fruitless effort to secure the support of the neighbors. But at the same time, in overplaying their
hand the neighbors failed to stop the project and also still lost their views across the vacant
parcel, views that were not really theirs to begin with. In giving up their leverage they also gave
up views of a more handsome façade from their own windows in exchange for a plain brick wall.
By forcing the developer into an as-of-right design, the neighbors forfeited the opportunity to let
the developer of the adjacent property increase the value of their own property by building a
more attractive building next door.Unfortunately, for everyone involved, the neighbors
misunderstood that the developer had rights and options too. Indeed, his best option was to give
up trying to do a more creative design that required minor variances and settle for an as-of-right
design that complied with all codes and regulations and could be administratively approved



without the need for zoning commission review and a public hearing. The developer could no
longer bear the carrying costs on the property, the uncertainty of the approvals process, and the
related risk of being late to market. He needed to regain control of the project.More important,
the developer understood the neighbors’ strategic position better than they did themselves—
certainly better than they understood his position and particularly his property rights. If the
neighbors had only been able to see the project from the developer’s viewpoint, they may have
realized that taking an absolute position—opposition—was a risky strategy that was not
necessarily in their own best interests. Then they may have been more open to a collaborative
approach and the ability to influence the design in a way that would have maximized the benefits
flowing from the project to them and to the larger community.A Common StoryUnfortunately, this
is a common story and anyone who lived in an urban neighborhood in the 2000s and since can
probably remember attending a meeting of the neighborhood organization and hearing a
contentious debate over a similar project. Nearby neighbors of development projects deserve
consideration, and savvy developers know that they will gain public support and attract more
potential buyers and tenants if they listen and adjust their designs to reflect the community’s
feedback and concerns. But how can community members most effectively use their influence to
improve the design of a project? Which things can a developer change, which are
nonnegotiable, and how can the neighbors tell the difference? How can the neighbors even tell
the difference between a good project and a bad one? What powers do members of the
community have to influence private business decisions through the public regulatory review
process? And what should the neighbors do when a developer walks through the door with a
proposal for a project?Figure 2. The completed building, an as-of-right design. Could it have
been better? Photo by Daniel Kieckhefer/Phorio.The most common strategies are apathy or
opposition. Apathy means de facto support and forfeiture of the opportunity to become engaged
and to contribute useful local knowledge to improving the project for all parties. Blanket
opposition, on the other hand, signals the end of a discussion rather than the beginning of one,
and, again, it turns away from the opportunity to positively influence a project. When community
members stop talking to developers, they give up whatever voice they do have in shaping
projects in their community. Worse, as in Haymes’s story, successful opposition may kill a good
and creative proposal only to pave the way for something of lesser quality. The answer lies
somewhere between the simple extremes of apathy and opposition—in conversation,
compromise, and understanding. Before neighbors and community members can effectively
participate in this kind of conversation, they must come to a better understanding of developers
and, before that, they must first acknowledge their own motives, interests, and fears.Fear of
ChangeBuildings made of glass, stone, and metal make us think of permanence. But cities are
fluid and ever-changing places where, over time, streets, infrastructure, public spaces, and
buildings are constantly being built, improved, demolished, and replaced. For the people who
live next door to a potential development site, such as a vacant lot or an old obsolete building,
this means something new will be built on that property sooner or later and it is not a question of



if but of when. Yet change is frightening and many people are more comfortable with the familiar,
in part because they have difficulty visualizing how a proposed project might actually look and fit
into their community. Fear of the unknown begins with rumors of a potential development and
increases when community members see the first images of the proposed project at the
neighborhood meeting. For people who are not in the development business, it can be difficult to
know what to focus on, what to worry about, and how to try to influence the project. Neighbors
also have a relatively brief period of time to review the proposal and offer their feedback to the
developer and city officials in community meetings and at public hearings. And if the project is
approved they know that the inconvenience and aggravation of construction will soon follow.For
a typical project all of this may take less than two years but in the heat of the moment some
community members will be unable to pull back and take the long view of this relatively brief
period of stress and discomfort. They will have difficulty imagining how the completed
development might improve their own lives and make their community a better place—for years,
decades, and even centuries to come. It can bring new benefits to the community, including
more neighbors, businesses, services, bars, restaurants, retail shops, and perhaps even a
grocery store. The development will also increase the tax base and cause the city to increase
spending on infrastructure, parks, and other public facilities. And a real estate development
project represents a significant and concentrated investment in the community that usually
increases surrounding property values. But well before any of these good things will happen,
those community members must attend that first public meeting where they learn that change is
coming—and that the person who is delivering that change is the real estate developer.The
Stereotypical DeveloperEach year, on the first day of the real estate development class that I
teach, I ask my students, “What words come to mind when I say ‘real estate developer’?” Their
answers include “rip-off artists,” “greedy,” “bloodsuckers,” “bulldozers,” “used-car salesmen,”
“devils,” “rich white men,” “opportunists,” and so on. They pile it on and I have difficulty writing
everything on the board fast enough. Then, after most of the class has exhausted itself,
someone nervously chirps, “entrepreneur” or “creative” or “visionary” or “risk taker,” and a more
positive, if shorter, list emerges.Like my students, I suspect that many people believe that
developers are rich, greedy, and driven by profits alone; that they know little about planning or
design; that they are egotistical if not arrogant and often untrustworthy; and that they neither
understand nor care about the impacts of their projects on nearby residents and the larger
community. But developers are not all the same and as in any other business or industry, while
there may be some “bad” ones, there are many others who have made and continue to make
important contributions to cities and communities. As with other industries and government
agencies, sensational media accounts of the antics of a few often overshadow the good efforts
of many others who quietly go about doing their work. Many people have never met a developer
and they know of only the famous and larger-than-life Donald Trump. Some have met developers
at neighborhood meetings and others through the experience of buying a new home or condo.
And then there are those pervasive stories and sometimes all-too-personal experiences with



developers that reinforce the stereotypes listed above.To the people who buy or rent units or
space in their finished buildings, developers can be known to overpromise and underdeliver,
hyping their projects in the beginning but cheapening them in the end. To architects, contractors,
and other members of the project team, developers are seen as risky clients to work for,
because they are known for squeezing their team members’ fees when they are negotiating
contracts at the beginning and then withholding payments for completed work, particularly when
times get tough. And many members of the broader community, particularly architects, think
developers either do not know or do not care about good design. Rather, they think developers
always take the cheapest route by dumbing down design and reducing material quality to
maximize profits. Many people conclude that cities are not as good as they could be because of
the work of developers. So when community members make suggestions in neighborhood
meetings like “can’t you just make it shorter, give it more articulation, use better materials, put
the parking underground,” and so on, their suspicions are reinforced when the developer’s
answer is more often “no” than “yes.”And developers seem so different from the rest of us. They
appear to enjoy great wealth, dress well, drive fancy cars, own several homes, take exotic
vacations, go cruising on their yachts, fly around in private planes, and live in a world that is
completely different from our own. They can also be charming, charismatic, bright,
knowledgeable, and fun to be around and talk to. They hobnob with local politicians and
business leaders, are often viewed as local celebrities and important civic leaders, and can
seem bigger than life in person. So when they come to neighborhood meetings they generate
feelings of ambivalence from community members who find themselves attracted to these
important and alluring people while also feeling distrustful of their motives and methods and, in
some cases, jealous of their lifestyles.But stereotypes can be misleading: While they are often
rooted in truths, these generalizations fuel the public’s distrust by painting all developers with the
same brush. In the near term, distrust and misunderstanding reduce the potential for
collaboration between developers and members of the community and the chances for
developing the best and most creative projects for communities and cities over the long run. And
stereotypes are often one-sided and do not reflect other important truths.For developers to
remain in business they must finance and sell a product in advance, for a price that is greater
than its costs. Their projects can take years to complete so inflation and unforeseeable market
forces make cost control more difficult and increase uncertainty. They must walk a fine line with
their buyers, attracting them with a compelling vision while managing expectations for perfection
within the limits of reality. They want happy buyers but they cannot earn a profit if they capitulate
to requests for things they are not contractually obligated to provide. They must also be tough
negotiators with their team members because the sum of the costs of their work—design
services, construction materials and labor, and other products and services—must be less than
the final sale price. They often do care about good design, because good design sells, but it is
good design in the eye of the average potential buyer, rather than those of the elite design
professional. And often the buyer’s idea of good design can lead to projects that make for good



communities in the long run. More important, the neighbors’ seemingly reasonable questions
and suggestions for improving the design by reducing height and density and adding setbacks
don’t reflect the increase in costs—and decrease in profits—that those changes often cause.
And despite the impressions of wealth that they may project, many developers are just one bad
deal away from serious financial hardship and there is no guarantee of endless riches or that the
next project will be a success. Development is a very risky and complex business, which is why
more people don’t do it.For many community members, real estate developers remain a
mystery, and because we don’t really understand who they are, what they do, and why they do it,
we are in a difficult position when it comes to working with them. And that’s why we need to
come to a better understanding of developers, because they are going to keep on developing,
and their buildings will remain with us long after the construction dust has settled. The purpose
of this book is to begin building that deeper understanding.Understanding DevelopersThis book
takes the position that developers are people whose interests, motives, and actions can be
easily understood and that a more complete understanding will lead to better outcomes for
neighbors, communities, and cities, as well as for developers. This new understanding will help
everyone from academicians who study urban development and public policy to elected
officials, city planners, architects, and others who work with developers. Most important, it will
help community members—like those neighbors in Evanston—when they find themselves sitting
across the table from a developer who is planning to bring change to their neighborhood.This
book is based on interviews with more than one hundred people involved in the real estate
development business in Chicago; Miami; Portland, Oregon; and the Twin Cities of Minneapolis
and Saint Paul, Minnesota, although the emphasis is on development in those first three cities.
Together, the stories of these developers and their projects paint a vivid picture of what is
common to the real estate development process. They also offer vivid contrasts that illustrate
how development is a distinctly local activity that is influenced by climate and geography as well
as by the unique social, political, and economic cultures of different cities. An understanding of
what is common and what is different will help community members, elected officials, and others
participate more productively in the development process in their own communities.Chicago has
a very large population and dense urban development patterns that were created before the
proliferation of the automobile and suburbanization. Despite being located on the open prairie, it
grew up on and is bounded on the east by the edge of Lake Michigan, where density is at its
greatest. Chicago is also the birthplace of the modern skyscraper, so for these and other
reasons, urban living—high-density as well as high-rise—is well established. Housing in
Chicago is designed for people who live and work in a city where commuting from the suburbs
can take an hour or more.Portland’s adoption of an Urban Growth Boundary in the 1970s led to
the more recent and rapid development of that city’s urban core. Development in Portland was
also stimulated by significant public investment in transit and public realm infrastructure. The city
is dense, efficient, and filled with buildings and places characterized by consistently high-quality
architecture and urban design. And Portland’s location in the environmentally conscious Pacific



Northwest has cultivated an ethic of sustainable development that has been integrated into
public policy, design practice, and construction industry standards.Miami is the product of a
major speculative real estate boom in the early twentieth century, and it has seen numerous
booms and busts since. It is also a global city, the gateway to Latin America, and an economic
powerhouse. Miami experienced incredible growth in the 2000s as people from around the world
bought condos not for housing but as speculative investments. Many of those buyers never
intended to live in their own units, so layout and function were secondary considerations. More
important were striking ocean views, exotic amenities, image, hype, and the seemingly endless
potential for big profits from increased appreciation that drove repeated resales and “flipping.” To
attract these potential buyers, developers relied increasingly on star architects and famous
interior designers not just for their design skills but also for their marketing value. This
speculation led to overproduction and by 2008, after the bursting of the housing bubble, there
were estimated to be more than forty thousand empty condominium units standing on the
market.3By highlighting the projects and personal career stories of developers from these three
different areas, this book illustrates differences in approach that reflect both individual
backgrounds and the influence of local cultures on real estate markets. At the same time, this
approach illuminates those traits and characteristics that are common to developers almost
everywhere. Understanding both common traits and regional variations is the first big step
toward being able to predict what developers working in other communities and cities are likely
to do.The developers profiled here were selected by consulting media accounts; articles in real
estate, design, planning, and construction trade periodicals; and industry experts as well as
local elected officials, academics, journalists, community members, and other developers. The
emphasis was on successful, productive, career developers who had done interesting or
important projects; on independent developers of all sizes rather than larger corporate
developers; and on developers who worked primarily in urban areas and particularly in city
centers. This approach led to a group of developers with diverse backgrounds and portfolios and
who operated at different scales, ranging from very small to very large. Many of these
developers had experience with several product types but most of them also developed
condominiums during the 2000s because cheap and plentiful financing was available for for-sale
housing so everyone was doing it. All are career developers who have completed numerous
projects, are experienced, and have been generally successful over time. And while most have
experienced losses at some point in their careers, when the housing bubble burst in the late
2000s they all stayed in the development business and were hard at work getting new projects
off the ground by the end of the decade. By the early 2010s many were back in business
developing apartments, senior housing facilities, condos, and other types of products.
Importantly, while many of these developers are considered to be “good developers” by their
peers and elected officials, city staff, architects, and some members of the community, none are
without detractors. Few developers have completed a single project that has satisfied everyone,
and criticism has come from various places: the local architectural critic, the district council



member, nearby residents of a certain building, the neighboring property owner, or a
disappointed buyer. Developers create buildings that change communities, and they construct
products that may not meet everyone’s standards, so success in one realm does not mean that
they are beloved by everybody. Political and community opposition, negative media coverage,
harsh architectural criticism, financial difficulties, and lawsuits are part of doing business for all
developers, even the “good” ones.Why It Matters: There Will Be More Development—and More
Potential for ConflictDuring the first decade of the twenty-first century, an unprecedented amount
of money—what the real estate economist Anthony Downs called a “Niagara of capital”—flowed
into the U.S. real estate market, fueling the overproduction of for-sale housing that led to the
bursting of the housing bubble in 2008.4 That bubble was caused by developers, homebuilders,
banks, and all of the people who bought and sold homes hoping to make a huge profit from what
appeared to be rapid and never-ending appreciation in home values. Three years later, by 2011,
America was still recovering from a protracted recession, investors were still sitting on the
sidelines, banks were still not making loans, and many developers were struggling to initiate
projects in the face of scarce capital and a dead market. Glum developers, architects,
contractors, lenders, and many other industry professionals said things like “we will never see a
boom like that again,” “we will not see any high-leverage deals again for a long time,” and “we
have seen the end of urban redevelopment as we know it.” But despite their dire predictions, by
2014 we were seeing all of those things again as the new boom in apartments that roared to life
in 2012 was still going strong.Real estate boom-and-bust cycles play havoc with people’s
confidence and emotions in the short run but they obscure important long-term trends. Three
major forces have historically driven and will continue to drive new development in the United
States over the long term. First, there is a constant need to replace aged building stock. Second,
we must house a continuously growing population—projected to increase by 86 million, from
314 million to 400 million, between 2012 and 2050. Third, a constantly changing demand for
new product types reflects shifting demographics and tastes—from “lifestyle” retail centers in the
suburbs and luxury apartments in the city to senior housing everywhere to accommodate the
huge and growing segment of the population that is sixty-five and over. But in addition to these
three drivers, the beginning of the twenty-first century ushered in a fourth—“the flight to the
city.”5By the 2010s it had become clear that a massive demographic rearrangement of American
cities, what Alan Ehrenhalt called “the great inversion,” was under way.6 For the first time in
history, new immigrants were moving straight to immigrant communities in the suburbs rather
than to their traditional enclaves in city centers. At the same time, unlike previous generations,
young middle-class millennials—people born between 1981 and 2000—chose not to move back
to the suburbs where they were raised but to move to urban centers instead. Also, unlike
previous generations, many of the baby boomer parents of those millennials—people born
between 1946 and 1964—chose to abandon their empty suburban nests, follow their children,
and move to the city too. These boomers, their children, and other people with the financial
means had discovered something important: City living is good for you. In Triumph of the City:



How Our Greatest Invention Makes Us Richer, Smarter, Greener, Healthier, and Happier,
Edward Glaeser cites numerous studies that show that people who live in cities experience a
higher quality of life than those who live in suburbs and rural areas.7These four major trends will
ensure that development continues in our communities for the foreseeable future—we simply
cannot put our heads in the sand, stop the clock, or pull up the drawbridge. We live in a society
with a market economy and in a democracy that values personal rights, including property rights.
A real estate development is a business venture financed by private investors and lenders who
take serious risks with the objective of earning significant profits. Developers are therefore
reluctant to let community members have much influence over costs, design, marketability, and
profits when they have no financial stake in the project. On the other hand, development affects
everything from home values and views to the use and enjoyment of public streets so members
of the community feel they should play a stronger role in shaping projects. The underlying source
of conflict is that a real estate development is a private enterprise that is acted out on a very
public stage. A primary purpose of this book is to help community members understand how
they can maximize their influence on that private enterprise by seeing the project from the
developer’s perspective.Selling Dreams and Building CommunitiesI used to work for a developer
named Bob Lux who would say, “We don’t sell real estate, we sell dreams.” What he meant was
that it is often easier to sell an idea—by appealing to people’s inner idea or image of themselves
—than it is to sell an actual piece of real estate. Sales agents know that it is often easier to sell a
home before it has been built than after, and the reason is because reality is rarely as good as
our dreams. In our dreams, we do not see marred paint, dented appliances, or poorly located
light switches nor do we see low ceilings, small rooms, and even smaller windows. But when we
walk through an actual home, these and countless other flaws become apparent, even in the
best-designed and highest-quality projects. Unlike mass-produced products such as
automobiles, buildings are custom-built every time with human hands so it is much more difficult
to ensure a consistently high level of quality. Even if one could it would not matter because
nothing is perfect except dreams, so that is what developers try to create when they first begin to
envision new projects. As they refine and adapt their vision, they must bring everyone else along
with them—local politicians, city planners, architects, neighbors, lenders, investors, sales
agents, tenants, and potential buyers—and make it their vision too.If developers succeed in
getting those visions built and sold, they may live to see them transformed by time and use from
speculative projects into accepted or even beloved parts of a neighborhood or community. But
we seem to have forgotten that developers have always played a central role in the creation of
home and community, as underscored by Andrés Duany’s comment at the beginning of this
prologue. People are often wary of “developers” when they are starting a new project, but over
the years completed projects blend into and create the fabric of neighborhoods. Indeed,
developers have always built our cities, using private capital, and if you look around any city,
most of what you see was once a developer’s vision. So a second purpose of this book is to
place that short, stressful period—community review, city approval, and construction—into a



broader context that recognizes the positive impacts that developers and their projects can have
on our communities.Blueprint for the BookEach chapter of the book begins with an outline of
ideas related to development and is followed by stories of developers, their careers, and their
projects that illustrate those ideas. This approach provides a theoretical framework through
which to view developers while at the same time it takes the reader inside the minds of
developers to show how they think. This approach also begins to demystify developers by
revealing them—through their own words and stories—as people whose motives and actions
can be understood. The chapters build on one another, beginning with what developers do and
how they think about opportunities, process, design, sales, risk and reward, reputation, the
creation of place and experience, and their role in the community. The book concludes with
suggestions for how to think more objectively about developers and how to work more effectively
with them. The emphasis throughout is on revealing what motivates developers so that members
of the community can better understand how and where they can best exert their influence to
achieve the maximum positive effect. Based on a simple variation of the serenity prayer, the
objective of this book is to help people who study or work with developers to accept the things
they cannot change, identify those things that can be changed, and develop the wisdom to know
the difference.This book focuses primarily on the development of city center sites for multifamily
residential projects—for-sale condominiums and rental apartments—and for mixed-use projects
that include a combination of housing, commercial office, and retail. This represents just a
fraction of the much larger industry of real estate development that encompasses urban
commercial and retail development as well as suburban development. Real estate development
in the suburbs ranges from subdivisions of for-sale, single-family homes, townhomes, and
condominiums to apartments, commercial office parks, industrial warehouse and light assembly
buildings, and retail centers. These product types are as important as those developed in central
cities and they are produced in great volume in our suburban nation. The risks and rewards for
the suburban developer as well as the strategies and aptitudes required for success are
somewhat different but the principles are the same, and many of the conclusions in this book
apply to all developers. Projects in city centers, however, more directly affect nearby residents,
face greater scrutiny, and present greater risks to developers but they are also going to become
increasingly prevalent in the future. Chapter 1 explores how development has changed over time
and how it has remained the same, beginning with the story of a development that started on a
hilly pasture more than two hundred years ago.Chapter 1Developer as VisionaryBuy real estate
in areas where the path exists and buy more real estate where there is no path, but you can
create your own.—David Waronker, American real estate investor1Three HillsIn 1625 the
Reverend William Blackstone, one of New England’s first European settlers, bought a large
piece of land in Boston with three hills and pure springs, where he built a small cottage. The area
soon began to attract other settlers and Blackstone, a recluse, decamped for Rhode Island in
1630. For the next century and a half, the area, called “Tri-mount” because of its three hills,
remained a pastoral grazing common with only a few estates, pastures, and orchards.2In 1795,



a group of wealthy businessmen created a private company called Mount Vernon Proprietors for
the purpose of developing housing in the area for the growing merchant class. In the same year
they bought a south-facing, sloping pasture of eighteen and a half acres from the painter John
Singleton Copley, in part because one of their partners, Harrison Gray Otis, had served on the
town committee that had settled on the area for the site of a new state house. Copley later
protested the sale on the grounds that Otis had inside information about the future value of his
land, but Copley lost after a decade-long legal battle. At around the same time the
Commonwealth of Massachusetts acquired a six-and-a-half-acre parcel from its first governor,
John Hancock, and the new Massachusetts State House, designed by the architect Charles
Bulfinch, was built on the site and completed in 1798.3The Mount Vernon Proprietors got to
work soon after, laying out streets in 1799. Next, they began cutting down the three hills and then
regrading to create flatter and more developable land. The westernmost hill, Mount Vernon, was
cut down first and the spoils were used as fill along the edge of the Charles River, creating more
land and increasing the holdings of the Mount Vernon Proprietors. At the top of the steepest of
the three hills stood a disused beacon that had been built during the Revolutionary War for the
purposes of warning nearby towns in the case of enemy attack. That hill, which then stood sixty
feet taller than it does today, was cut down and regraded as well but its name endured and over
the coming decades the Mount Vernon Proprietors transformed Reverend Blackstone’s pastoral
retreat into the area now known as Beacon Hill.4Beacon Hill comprises three districts: the North
Slope, the Flat of the Hill, and the South Slope. The North Slope was originally a seedy
waterfront area called “Mt. Whoredom,” and the Mount Vernon Proprietors purposefully laid out
the major streets in an east-west orientation to minimize connections to the area. Over time the
North Slope became home to African Americans and abolitionists and then to Irish, Italian, and
Eastern European Jewish immigrants. The Flat of the Hill, the filled area along the edge of the
Charles River, originally housed both residences and businesses, including the blacksmiths and
stables that served the residents of the South Slope. Over time the area grew and a vibrant
business and retail district developed along Charles Street.5But the heart of the Mount Vernon
Proprietors’ plan was to build a new community for Boston’s wealthy on the South Slope, so they
started with large mansions but soon realized that they could earn a greater return on their
investment in the land by developing more densely, building a greater number of smaller homes,
and selling in volume. The rest of the streets were laid out to accommodate brick row houses in
the Federal style that Bulfinch helped popularize and in the Greek revival style that was also
popular at the time.6Few people in the twenty-first century would describe Beacon Hill as a
highly speculative “real estate development” but in 1795, that is exactly what it was. A group of
wealthy investors with a vision bought land; drafted a plan; completed earth works; platted,
subdivided, laid out, and built streets; and built and sold houses designed in broadly popular
styles. What is called Beacon Hill began as a simple land deal and a production housing
development, although it took the better part of a century to fill in the entire area. More important,
however, is that the vision of the Mount Vernon Proprietors long outlived its creators. Beacon Hill



went from being a hilly pasture to becoming the residential heart of Boston, and the South
Slope, with its red brick houses that exude class, taste, heritage, permanence, and inevitability,
became one of the most desirable and expensive places to live in the United States.Figure 3.
The excavation of Beacon Hill in 1811. Lithograph taken from a watercolor by J. R. Smith.
Courtesy Trustees of the Boston Public Library, Print Department.Figure 4. Beacon Hill in 2006.
Photo by Della Huff.A Brief History of Urban Real Estate Development in AmericaReal estate
development has always meant the investment of capital into improving existing land and
property by moving earth, providing infrastructure, subdividing the improved land into smaller
parcels or lots, and constructing buildings, typically in order to increase use and density. Urban
development in the United States from the seventeenth through the early twentieth centuries
more often meant the development of new housing on large tracts of former agricultural land
owned by a few individuals close in to the city—land with few neighbors and few problems.
Some cities grew organically but in others visionaries with control over large land areas were
able to produce grand plans that took centuries to realize. William Penn’s seventeenth-century
“Greene Country Towne” vision for Philadelphia was based on a gridiron plan and five public
squares. A century later Pierre L’Enfant followed with a plan for the new capital city of
Washington, DC (at the time, swampland), which was based on a gridiron overlaid with diagonal
avenues and circles at their intersections. Much like the Mount Vernon Proprietors, these
visionaries first created a plan; they then cut down the trees where the streets would go, built the
streets, and subdivided the land. Over time, investment and development followed the path of
least resistance: those new streets that provided access to the parcels of land that were for
sale.The industrial era led to urbanization, as people from the countryside made their way into
town looking for manufacturing work in the factories that sprang up around the road, rail, and
maritime infrastructure that was concentrated within urban areas. Cities filled up with workers
who lived in dense housing within walking distance of their factory jobs. At the turn of the
twentieth century, public health problems in cities stemming from deplorable housing conditions,
overcrowding, inadequate water and sewer systems, and the lack of light, clean air, and public
space caused city leaders to begin planning again. The City Beautiful movement that followed
resulted in grand plans for urban space and infrastructure. Plans were created for St. Louis by
Harland Bartholomew, for San Diego by John Nolen, and for Chicago by Daniel Burnham, who
was known for having said: “Make no little plans. They have no magic to stir men’s blood and
probably will not themselves be realized.”7Since the nineteenth century, suburban commuter
towns had grown up around train stations but these stations became less important as the
invention and improvement of the internal combustion engine led to rapid growth in automobile
and truck use, initiating the “rails to rubber” movement. Henry Ford’s mass production of cheap
automobiles accelerated this movement, opening up the entire countryside to a new form of
suburban development while the influence of the railroads on development patterns continued to
decline. Automobile use grew throughout the post–World War II era, and the Federal Aid
Highway Act of 1956, a $10 billion-investment in more than forty thousand miles of interstate



highways, further fueled this growth. These roads opened up access to the countryside and
accelerated the exodus of people and industry to the suburbs, leading to the hollowing out of
cities, which were often carved up by the new highways that cut through and isolated urban
communities. The flight of the middle class left only low-income immigrants and African
Americans in the urban cores of most cities.In the 1950s and 1960s, the federal government
attempted to stimulate private investment in America’s struggling inner cities by implementing
big plans. While the majority of urban land in the United States is privately owned and
developed, the Urban Renewal program of slum clearance and large-scale urban
redevelopment projects put the government in the role of a visionary developer by combining
federal funding with public planning and private development partners at the local level. Urban
Renewal, however, was costly, had mixed results, and dislocated many of the low-income
people left behind in the urban core whose homes and communities were bulldozed to make
way for new, modern housing projects that generated new social problems of their own. In the
1980s Urban Renewal became a memory, city governments largely ceded responsibility for
planning back to the private sector, and few cities possessed enough land, money, or political
will to make any plans at all.At about the same time, many formerly working-class industrial
cities, which had suffered from population losses and the depleted tax base that resulted,
started to implement a new economic development strategy. Recognizing the permanent loss of
industry and blue-collar factory jobs, these cities sought to transform their downtowns and
increase private investment and the tax base by attracting the “FIRE” businesses of finance,
insurance, real estate, and other businesses that created white-collar professional jobs. These
new workplaces, along with improvements to existing arts and culture institutions and tourist
infrastructure, initiated the revitalization of the city as a cultural attraction and place to visit, if not
a place to live. In addition to these cultural institutions, many higher education and medical
institutions with historic roots and large campuses and specialized buildings in the city that could
not be easily relocated began to reinvest in their facilities and surrounding communities.
Together, arts and culture institutions and the “eds and meds” began to fill some of the gaps in
the urban core and began to attract the middle and upper classes back to the city.But cities still
faced a big challenge, because the only property available for large-scale urban development
after the 1970s was land abandoned by former industrial uses like factories, railyards, and
waterfronts. Many of these sites were in great locations, close to the downtown core, but they
often lacked traditional infrastructure and presented significant environmental challenges that
together increased costs, risks, and liabilities to cities and private developers alike. Visionary
developers and public officials began transforming these kinds of sites into communities in many
cities, including Chicago and Portland, Oregon, as we will see. These sites were so large,
however, that they took decades of building production and absorption to completely redevelop
and in many places they were still being built out in the 2010s. Urban universities, colleges, and
major healthcare systems were among the few remaining institutions that could still develop and
build according to “master plans” but many of these had become increasingly landlocked too



and had to resort to piecemeal infill planning and the replacement of existing facilities with
higher-density development.At a smaller scale, private property owners and developers were no
longer converting agricultural land to whole new neighborhoods and commercial and retail
districts, as the Mount Vernon Proprietors in Boston had done. Instead, they were replacing
aged building stock and infilling smaller vacant parcels, often with new uses and at increasingly
higher densities. But many of the parcels that were available came with the same challenges as
the larger industrial sites. For example, cities were full of quarter-block parcels that once housed
gas stations or laundromats that sat vacant atop contaminated soil that would be costly to clean
up and that imposed risks and liabilities on new owners. Efficient development requires an area
of minimum size, shape, and dimensions, so parcels that were oddly shaped or too small to
accommodate marketable building types presented yet another set of challenges. In these
cases a developer would have to buy up and “assemble” one or more adjacent parcels to create
a single, large, contiguous parcel of the right size and shape to accommodate an economically
viable development. But land assembly requires patience and entails significant transactional
risks, because several if not many parties may be involved and a good development idea can be
frustrated by a single landowner who does not want to sell, who wants to hold out for a very high
price, or who wants to work with a competitor. And for those who control urban property at any
scale, private development is no longer as private as it once was since the public has started to
directly engage developers and the governments that regulate them after having lost trust in
both.Challenges of Developing in the Twenty-first CenturyDevelopers like the Mount Vernon
Proprietors operated with extraordinary freedom because there were few neighbors at the time
who would have objected to the development of agricultural land, but cities have changed
through urbanization, population growth, and other trends and forces. Four key movements that
started in the 1960s increased the public’s skepticism of both private- and public-sector
development and construction activities and led to the rise of “public participation.” First, in 1961,
an observant Greenwich Village housewife named Jane Jacobs wrote the classic Death and Life
of Great American Cities. Jacobs’s book was the first significant critique of the Urban Renewal
program and the failure of its modernist planning efforts. Death and Life marked the turning point
in how Americans thought about building their cities, and it has remained a classic and a largely
relevant urban planning and design text today. Second, other classics soon followed, including
Rachel Carson’s Silent Spring (serialized in The New Yorker and published as a book in 1962),
which was widely credited as causing the ban of the pesticide DDT and launching the
environmental movement. Third, the mass demolition of blocks of older buildings in city centers
by Urban Renewal’s “federal bulldozer” culminated in the destruction of New York City’s
magnificent McKim, Mead, and White–designed Pennsylvania Station. Its replacement with
what many considered to be a soulless, modernist monstrosity sparked the birth of the historic
preservation movement.8The fourth movement began in 1978 with the passage of the popular
ballot initiative Proposition 13 in California. “Prop 13” limited the California state government’s
ability to increase property taxes in California, initiating a “taxpayer revolt” and ushering in the



era of “no new taxes” throughout the United States. One effect of the antitax movement was that
cities began to seek alternatives to using general-fund tax revenues for needed public
infrastructure projects. The public-private partnership, or PPP project model, an alternative
financing method introduced in the early 1980s, quickly proliferated around the United States
and the world and has continued to dominate in the twenty-first century. These projects are legal
and financial partnerships between private developers and governments—usually city
governments—who offer to support a private project financially with public resources such as
low-cost land, environmental cleanup grants, low-cost money in the form of tax-exempt debt,
and future tax revenues (tax abatement and tax increment financing, or TIF). Policy makers
hoped that the use of public resources to reduce the costs and risks for developers working in
unproven urban areas would stimulate the market and “prime the pump” for future private
development and reinvestment in the city that would not require subsidies. In exchange for these
resources, the public would obtain benefits or amenities as a part of the project, ranging from
streetscape and sidewalk improvements to public plazas, parks, green roofs, and parking
facilities. Often, however, the public benefits seemed sparse or not very public and the subsidies
were viewed as payments that lined the pockets of private developers while moving a large
share of the risk onto the public partner. At the same time subsidies became a normal
expectation from developers in many cities where elected officials wondered when the pump
would finally run by itself.For all of these reasons, by the 1980s, public confidence in local
government’s ability to fairly represent the public’s interests in its regulation of private real estate
development was very low. Americans increasingly insisted on having a voice in projects and
developments in urban areas that would affect them in the areas of property rights, social equity,
and the environment. The public’s growing suspicion and distrust of government officials and the
private developers they regulated led to ever-increasing scrutiny of development proposals,
outright opposition to many, and a general fear of change as exemplified by the term NIMBY,
which stands for “not in my backyard,” or, worse, BANANA, which means “build absolutely
nothing anytime near anything.” In this atmosphere of distrust, by the twenty-first century, even
traditional private development projects that received no public subsidy had effectively become
“public-private” projects in character by the time they had wended their way through long,
complex, uncertain, and often-fraught public review and approval or “entitlement” processes.
Virtually every urban project required the developer to work with neighbors and the community in
addition to the usual approval bodies such as planning, zoning, and heritage preservation
commissions as well as the city council. Indeed, by the start of the twenty-first century, being a
real estate developer had become more difficult than ever before, in large part because of the
public’s fear of change and distrust of developers.By the 2000s and 2010s—and after more than
a half-century of residential abandonment—cities had started to become attractive places for
middle-class people to live again, as population growth had caused suburban sprawl and
congestion while higher gas prices started to make longer commutes increasingly costly in both
time and money. These negative push forces, in combination with the pull forces of improved



public safety, access to arts and culture, and the rich sense of community that exists in urban
areas, began to drive people back toward the core in search of a better quality of life.
Demographics played a key role too, as both the baby boomers and their children, the
millennials, began to prefer urban living over the suburban single-family homes they were raised
in, and this continued to play an increasingly influential role in urban real estate development as
the flight to the city took off.By the 2010s, the question had become how to address this growing
demand for new development in cities if each project would be exposed to the kind of opposition
that the developer Neil Ornoff had faced in Evanston. The answer lies in coming to a better
understanding of developers.What Are Developers and What Do They Really Do?There is no
one route into the real estate development business. It is not a legally recognized profession like
architecture, engineering, or law, which requires specific academic degrees and work
experience to obtain licensure. A handful of American universities have offered formal degree
programs in real estate in the past and a number of new programs were created during the
building boom of the 2000s but even so, relatively few developers are graduates of those
programs. The developers profiled in this book who did attend college obtained degrees in
everything from architecture, business, and law to art history, music, creative writing, and
cooking. States do not license or regulate developers, although many developers are licensed
real estate brokers or agents, some are licensed as contractors or homebuilders, and some do
hold licenses to practice other professions such as law, architecture, and engineering. Many
developers belong to and participate in industry trade organizations such as the Urban Land
Institute; NAIOP, the Commercial Real Estate Development Association; and Lambda Alpha
International, the honorary society for the advancement of land economics. The U.S. Bureau of
Labor Statistics classifies developers as “land subdividers,” because they buy land and increase
its value by subdividing it and building higher-density uses on it. There are many different kinds
of developers, and they each specialize in different product types, work in different geographic
areas and contexts and at different scales, and range in organizational size from solitary
individuals to national and multinational corporations.The one thing all developers have in
common, however, is that they make their money by buying a piece of land or a building or a
complex of buildings and then increasing its value. They do this by investing in capital
improvements such as renovations or the construction of new buildings, by improving
operations, or both. If a developer is successful, rents or sale prices can be increased, the final
value of the asset will be greater than the cost of acquisition and improvement, and the
developer will realize the difference between costs and value as profit.Land developers, for
example, buy suburban or rural land at agricultural prices and then obtain zoning approvals for a
subdivision of new homes or an office or industrial park. Once they have received their
approvals, they regrade the land and provide the sewer, water, storm water, power, and road
infrastructure that will make the land developable. Then they sell the lots or building pads to a
homebuilder or to a developer of office or industrial buildings. Land developers make money by
selling the improved land for a price that is greater than the combined costs of buying the



agricultural land, getting the approvals, and providing the infrastructure. The difference between
these costs and the sales price is their profit.Many commercial office developers and production
homebuilders are also land developers who plan for and develop office parks or communities of
single-family homes or townhomes on the land they have improved. These developers can also
speed up or slow down land development, infrastructure provision, and building production. This
flexibility allows developers to match their rate of delivery with market demand and rates of
product “absorption”—the speed at which they can sell or lease their buildings. With this
incremental approach, these developers can also use anticipated income from the rental of
completed offices or proceeds from the sale of completed homes to pay the costs of
development related to those buildings or units without having to develop more land than
needed at any one time.Most developers specialize in one of the four traditional rental real
estate product types: commercial office space, warehouse and light industrial facilities, retail
strip centers and malls, and multifamily housing or apartments. Some developers specialize in
variations on these product types, from hotels, casinos, entertainment centers, and mega-malls
to senior housing, student housing, and mixed-use development. Finally, some developers
specialize in for-sale housing, which includes single-family homes, townhomes, condominiums,
and cooperatives.Developers generally work in either the suburbs or urban areas. Suburban
development is typically lower density and less risky in terms of the politics of the approval
process. In the suburbs, land is more plentiful, uses are separated, interest group politics are
weaker, and people and buildings are farther apart, as are any affected neighbors. At the same
time, suburban cities have smaller staffs and less capacity to evaluate development projects. In
larger cities, however, there are many more neighbors who are close by and vocal, there are
large planning and development staffs, and there are interested politicians who must listen to
their constituents as they evaluate proposed projects. And because urban land is scarce and
more costly, density is important because it directly influences the value of land. Urban sites also
come with more unique constraints from geography and geometry to complex zoning codes and
unique local and neighborhood politics. Thus each project is uniquely fitted to its site, unlike a
typical template-based suburban subdivision built on agricultural land by a national homebuilder
that offers the same ten unit plans across the country. All developers—urban and suburban—
innovate constantly at the margins but suburban developers are more able than urban
developers to replicate their products. For these reasons, urban development is generally
understood to be riskier, more uncertain, more time-consuming, and more costly, so developers
who work in cities expect a higher profit margin than they might receive from a relatively simpler
office park or subdivision of production homes in the far exurbs.Developers can be either
private, for-profit companies or nonprofit organizations, such as the many community
development corporations in the United States that provide affordable rental housing in urban
areas. A private developer can be very large or very small, from a single individual with some
capital and a good idea to large companies such as Hines Interests, Trammell Crow Company,
or the Trump Organization, with many divisions and projects and hundreds or even thousands of



employees.Entrepreneurial people who seek large profits and who have access to capital
choose the real estate development business because it can be lucrative and the barriers to
entry are low. Smaller and medium-sized private developers—firms of between one and twenty
people who are led by one or two visionary and entrepreneurial individuals—undertake an
enormous share of the development in cities. Unlike their larger corporate and institutional
peers, who often labor under more bureaucratic organizational structures and have less of an
equity stake in their projects, these people run efficient organizations and risk their own cash—
and that of their investors—on their own creative visions. And while some people go into
development during boom times with the hope of earning a quick profit and then getting back
out, many others commit their careers to development. These people acknowledge that
development can be both rewarding and difficult, that it is risky, and that, like anything else,
becoming good at it requires practice. The context within which development occurs has
changed since eighteenth-century Boston but developers still conceive and execute grand
visions. Some go well beyond being mere “land subdividers,” and the most imaginative
developers create the world we live in.City Builders and Creators of CultureDevelopers build our
cities. Others, from architects, city planners, and elected officials to preservationists,
environmentalists, other special interests, community members, and nearby neighbors, play a
part in the private development process. Governments build major facilities, public streets, and
parks and plazas, and they regulate growth and development through planning and zoning
functions and the management of public participation processes. But throughout the history of
the United States, where the great majority of land is privately owned, the buildings that make up
American cities have been planned, designed, and built almost entirely by developers, using
private capital, one project at a time. This incremental process of development—and all of the
individual large and small projects that result from it—continues to give shape to cities
today.9Developers create the buildings in which we spend much of our lives. We work in their
office buildings and we shop at their retail centers, mega-malls, and lifestyle centers. Their light
assembly, industrial, and distribution centers store the food we eat and the goods we buy, from
furniture and electronics to clothes and appliances. When we travel we stay in hotels, eat at
restaurants, and visit entertainment and cultural attractions built by developers. Finally, most
Americans grow up living in single and multifamily rental properties and for-sale homes that
were mass-produced by developers. The work of developers makes up a large share of what we
call the “urban fabric” of the city, from the exterior façades of their buildings to the land in
between. More important, developers influence our basic conceptions of home, work, and life,
from the high-rise office buildings of the early twentieth century, the suburban tracts of the post–
World War II era, and the regional malls of the 1960s and 1970s, to the more recent warehouse-
to-loft conversions, high-rise condominiums, and luxury apartments of the city.All new real estate
products begin as innovations to existing products. For example, from the downtown department
store to the suburban strip center, regional mall, mega-mall, and entertainment center, each
grew to become a reality that felt inevitable. But they each began as an untested incremental



improvement on a former product. And for each one, a developer had a vision that became a
real part of the world and of life for many people. In the next section, a Chicago developer
named Gerald Fogelson will explain how vision and several other traits were central to his
success in transforming an old railyard into a new urban community.Seeing What Can BeIn
1988, Gerald Fogelson had a vision of his own. In place of the old, abandoned, sixty-nine-acre
Central Station railroad yard on the south side of Chicago that he could see from his office
window, Fogelson saw a new and vibrant residential community. He took his vision to Albert
Ratner of the Cleveland-based national development company, Forest City, and Ratner agreed
to partner with Fogelson on the acquisition and development of the Central Station
property.10Fogelson also had tenacity. He first developed townhomes on the land and then
other developers saw the promise of his vision and began to partner with him to develop more
housing. By the end of the 2000s, the area was home to fourteen million square feet of new real
estate and more than five thousand people called the area, now known as Central Station, their
neighborhood. In 2014 Fogelson was eighty, the redevelopment of Central Station had been
under way for nearly three decades but was still not complete, and he still worked on it from his
office on Michigan Avenue, in the heart of the area. But how did it all start?Figure 5. Model
showing the Central Station development as of 2010. The dark buildings are part of the Central
Station development, which started with low-rise townhomes to the south in the late 1980s
(right, in this photo) and then was built up to midrise and high-rise towers on the north, facing
Millennium Park. Photo by author.Figure 6. Central Station in 2010, with the Museum Park
towers at the northern end, facing Millennium Park. Photo by author.I Was HookedGerald
Fogelson’s Russian father came to America in 1908 only to find that the doors to traditional
professions and businesses were closed to him. Like many other members of ethnic immigrant
communities—Jews, Greeks, Italians, and others—he saw that the barriers to entry were lower
in other industries like construction, clothing, movie making, and retailing. So he opened a shoe
store in the small town of Dover, New Jersey. Fogelson worked there from the time when he was
very young and learned the importance of understanding one’s buyer. “One day I said to my
father, ‘These are the ugliest shoes I have ever seen and I don’t know why anyone would buy
them.’ So my father told me, ‘These are not the shoes your mother or sister would wear but a
good marketing person—a good buyer—knows his customer, so the reason that I buy and sell
these shoes is that I have my customer in mind and I know what they like.’ His point,” says
Fogelson, “was that you have to take your own personal tastes out of the equation, and this has
stuck with me. I have always understood my buyer intuitively through all of the many different
stages of my life and career even as I have developed different product types.”After graduating
high school, Fogelson attended Lehigh University, in Pennsylvania, where he studied business
and majored in marketing. When he was a second-semester senior, Xerox and IBM and other
companies came recruiting on campus. “I did not think much of the kinds of jobs and salaries
they were offering,” said Fogelson, “because I had been taught that it is better to make a dime for
yourself than to make a dollar for someone else.” Then his father came home one day and said,



“There is a guy who lives in the next town over who is building houses and doing well, and if he
can build houses, you can build houses, because after all, you are graduating from college and
you know everything.” So in the middle of his senior year, Fogelson and his father went into
business together and bought two small lots in Netcong, New Jersey. “We built two small houses
and from that point on I was in the business and I was hooked. I knew literally nothing, of course,
and in fact, the only subject in school I didn’t do well in was shop and to this day I can’t draw a
straight line. But I had an instinct.”Fogelson sold the first of those two houses for $9,900 in
1955.11 For that first year everything he touched was a success and he made more money than
his parents or anybody else they knew. “I thought I was something special and in hindsight, I
became arrogant, because I had a lot of success really soon. But life isn’t like that and it all came
screeching to a halt in 1956 when I received a two-week notice that I was being drafted into the
army for two years.” Fogelson went from being “somebody” to being reduced to a buck private
who was just another number doing K.P. and guard duty. He also realized that since joining the
army his income had stopped, he had no income-producing properties, and he was “like a
salaried guy.”Back to SchoolIn the late 1950s a new real estate product—the farmer’s market—
began to emerge. Developers were buying old mill buildings in New England towns, dividing
them up, and renting stalls out for farmers who sold meat, fruit, and vegetables and for other
vendors who sold dry goods like linens and sundries. Fogelson thought this idea was going to be
the wave of the future so he used his weekend passes to visit a couple of them. Although he
could not have known it at the time, Kmart, Wal-Mart, and Target would all be founded in 1962.
He was a company clerk in the army, which allowed him to resume his real estate business in his
off hours, and by the time he was discharged from the army in 1958 Fogelson, his father, and a
cousin had purchased a site outside of Chicago together to build a farmer’s market. “And that is
what brought me to the middle west—I liked it, got married, and stayed.”The project was
successful, but Fogelson did not like the farmer’s market business. “I liked building the buildings
and leasing up the space, but I did not like the operations side of the business—it was like being
a shepherd.” More important, Fogelson really wanted to get back into homebuilding but he also
knew that he needed to learn the business. He was self-taught and had only built houses in New
Jersey—“you know, ten there, five here”—using conventional financing. He didn’t know anything
about developing large-scale subdivisions or the mortgage programs that were being offered at
the time by the Federal Housing Administration and the Veterans’ Administration.So Fogelson
applied for a job with a large company in Indianapolis and was hired as a salesman. “I didn’t care
what they paid me because I was getting paid to learn. I became vice president of sales, then I
took over the mortgage department, and within a year sales had increased by 150 percent. I
worked seven days a week for a year and that was a cram course in all aspects of subdivisions.”
When he first took the job, Fogelson told the company that he would stay for one year and that if
they didn’t give him equity then, he would leave. When that year was up he was not granted
equity, so he went out on his own. “And that was the only year in my life when I have worked for
somebody else.”Fogelson went on to build garden apartments at a time when there was no



alternative minimum tax. “They would throw off cash flow and tax losses and then I would build
houses that would throw off tax-sheltered profits, and so I was able to build up equity and cash
flow.” As his subdivision projects grew larger, “there was always a leftover corner here or there
that could be developed for a gas station or shopping center,” so over time Fogelson learned
these other businesses too. “It was almost like being bilingual because I could talk the talk in
retail, office, industrial, for-sale and rental residential, and land development. But what I got
really good at was land—property.“So that is a short version of how I got into the real estate
development business—it wasn’t some brilliant master plan, that is just the way it evolved. I liked
it and I became addicted to it. And the reason that I liked it is because you can see what you
have done—those little houses I built back in New Jersey and everything else I have built since. I
like it that my children—and now my five grandsons—can see it and I know they get a kick out of
driving by $4 billion worth of work and saying ‘my grandfather did that.’”Three Traits of a
DeveloperFogelson has been in the real estate business for more than five decades and he has
also helped to start up and shape the curriculum for the School of Real Estate at Roosevelt
University, in Chicago, where he endowed a professorship. But with all that experience, when
asked what the characteristics of a developer are, Fogelson lists just three: vision, tenacity, and
the ability to reconcile many voices and make a good decision.First, developers must have
vision. “One of the characteristics that a developer must have is the ability to visualize what can
be. If I were to have a self-evaluation that was as objective as I could make it, it would be that I
have the ability to visualize things much more so than most people. I understand land and
property, how to assemble it, how to buy it, how to sell it, and how to zone it. I can see what can
be.”Second, developers must be tenacious. “For example,” says Fogelson, “you just can’t take a
rejection as a flat rejection, because ‘no’ doesn’t necessarily mean ‘no,’ and sometimes ‘no’ may
mean ‘yes.’ You have to be persistent and determined, you need to hang in and hang on, and
you need to believe in what you are doing, because if you are not persistent and determined,
you will get knocked off too many times. McDonalds founder Ray Kroc said it best: ‘Persistence
and determination are omnipotent.’”And, third, the developer must be able to reconcile the
objective facts of the project—“the pieces of the puzzle”—with the vision or “mystery” of what he
or she is going to do with it. “On the one hand, you must consider all of the physical
characteristics of the property—the sewer, water, soil capacity, topography, etc. On the other
hand, you must be looking at potential uses, product type, absorption rates, and what you would
do with the property if you had it. For example, the highest and best use for a piece of property
may be retail shops, but you must ask yourself whether there is really a market for that product.
When you have those two sets of information on the table then you can make a decision about
whether you want to pursue this property or development project or not.”
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RHind10, “Great read for anyone interested in or currently working in real estate development.
Many who write about real estate development fail to capture what it’s really like - the personal
struggles, team squabbles and community pressures - to develop a project from visioning and
strategy to entitlement and finally completion, but Peter Brown does this thoughtfully and
accurately.Some sections seemed to come straight out of internal project meetings I’ve
attended. In my 20 year development career, it’s the best book I’ve read on the subject. Giving
copies to my team. Thanks for writing a book that’s a great read for rookies and veterans alike!”

Ebook Tops Reader, “Great stories of various real estate developers. The author includes many
stories of actual developers that went through successes and failures. This is incredibly helpful
for someone trying to "get into" development, but I think the book was written so that community
members get a better understanding of what development is all about. The main premise of the
book is that the author strives for a better understanding of who developers are, and what they
go through, so that during public meetings, conversations can be more productive. For example,
a community member might not like a type of siding material or an overall building design, but
they don't understand the economic factors that goes into the decisions the architect and
developer made. If community members understand how they can influence a development
(instead of being picky about things they have no control over), a more successful development
can be made for everyone.”

Ebook Tops Reader, “Must read for anyone serious about development. Truly a fantastic book.
From novice to expert, this book helps to shed light on so many aspects of the development
game. Once I read it, I was able to make sense of a number of issues that had perplexed me in
the past because I was able to see certain scenarios through the eyes of other players
(Financiers to architects). Once you understand that you don't know what you don't know, you
can ask better questions throughout the process to be able to understand all of the pieces. This
book doesn't solve the headaches of development, but helps to make them more palatable and
should be on the shelf of everyone who plays a role in development.”

Dennis P. Owens, “Development and Conflict. I bought this book because of my work and
interest in conflict resolution and where managing conflict can support constructive
communications between developers and community stakeholders. I believe the author has an
excellent grasp of the concerns that laypeople in our neighborhoods have about RE
Development, and his guidance is relevant and well-considered.Familiarity, visibility, positivity,
and clear authenticity will help to pave the way towards community buy-in and profits.Well done,
Mr. Brown.”

scott m moraes, “A true gem.. This was by far one of the most helpful resources I've come



across. It's not just another dry RE textbook or huckster "practical guide" to understanding the
real estate development process, this book strikes much more to the core of what I needed to
know... that is, how many of the top developers really "think" about their projects, deals, finance
structuring, relationships, sales and the use of art, recognizing where you are in a cycle, etc.
Gaining access to their perspectives is invaluable for anyone in the RE business, new to the
business, communities dealing with development, and product/service businesses seeking to
gain better leverage/opportunities working with developers and landlords. This is a true gem
worth exponentially more than it's price~ I feel grateful that this has escalated my personal
development as serial entrepreneur and new builder... I only wish there were more like it.”

Jonathan Joseph, “Great body of work. As a developer, it’s been eye opening to take in different
perspectives from developers in past times. The grit and strategic thinking it takes to bring a
successful project to fruition. This book has been truly masterful in examining all key players in
the development process”

Charles Kane, “Every chapter is a blast to read.... "How Real Estate Developers Think" is an
exciting book. The author takes you through all the different aspects of development and does it
in a way that is enjoyable to the reader.His topic of affordable housing really brings to light how
equitable development can be.I highly recommend this book to anyone interested in
development!”

Ebook Tops Reader, “A 'must' read for architects. Although being a UK-based architect, I found
the case studies/stories in the book equally applicable. I would recommend Peter's book as a
'must' read for every architect, who wants to understand better the perspective of real estate
developers, which would ultimately make him/her a better service provider.”

Gregory G, “Five Stars. Interesting read that offers good insight to some of the critical skills
required for successful real estate development”

The book by Peter Hendee Brown has a rating of 5 out of 4.7. 135 people have provided
feedback.
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