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CHAPTER I 

INTRODUCTION 

Since the turn of the century studies of population growth and 

distribution have indicated that the internal growth of cities has 

declined in the face of an unprecedented expansion of the "urbanized" 

portion of our population. At the same time peripheral growth, pri- 

marily in the form of new single-family dwelling units, has soared. 

The Phenomenon has been so pronounced that many consider the suburbani- 

zation of our population the most important demographic and social 

11 development in twentieth century America.- 

A concomitant trend has been the increasing capacity of our society 

to absorb the tremendous pace of technological change which has charac- 

terized the second quarter of this century. Increased productive capa- 

city, rising incomes, and shorter working hours have all wrought funda- 

mental changes in the structure and outlook of society, Not the least 

of these changes has been the growth of leisure. Commenting on this 

phenomenon, Paul F. Douglass notes, 

Americans are experiencing a change in the structure of their 
lives in relationship to the content of time and the pace and 
values of living. ..enjoyments once reserved for a privileged 

11 Theodore Lowi, "Notes on the Politics of Suburbia," in Problems 
of ~m&ica' s Expanding Metropolitan Fringe Areas, Alexander Kira (ed .) , - 
(Ithaca, N. Y.: Center for Housing and Environmental Studies and College 
of Architecture, June, 1961), p. 12. 



elite are becoming widely distributed ... Already there is 
emerging a new role for the family, a new concept of neigh- 
borhood, a new sense of community, and a new vigor of parti- 

2 1 cipation.- 

The research reported in this paper is concerned with the impact 

of the confluence of these two trends, suburbanization and leisure, 

upon the environment created in the process of converting open land to 

residential use. 

The critiques of the past and current patterns of residential 

development have been many and varied. As Richard Ratcliff has observed, 

Intelligent, scientific land planning has not been character- 
istic of much of past subdividing. The gridiron pattern has 
predominated, and because lots were produced for sale rather 
than use, little weight has been given the ultimate integra- 
tion of the new area with the surrounding community. Other 
outgrowths of shortsightedness and urge for quick profit 
were the excessive land set aside for commercial use and the 

3 / lack of adequate provision for recreational and public areas.- 

Nevertheless, changes in the pattern of residential development are 

rapidly taking place. Where in the past the typical motivation in land 

development was". ..the hope for large profits, with a sense of social 

responsibility for sound community development often absent," 

environmental design has now become one of the most discussed topics in 

21 Paul F. Douglass, Recreation in the Age of Automation, The Annals, 
313 (September 1957), p. ix. 

31 Richard U. Ratcliff, Urban Land Economics (New York: McGraw- 
Hill :oak Company, l949), p. 167. See also, A .  Allan Schmid, Rural to -- 

Urban Land Conversion, Economic Aspects and Research Needs (East Lansing: - 
Department of Agricultural Economics, Michigan State University, April 

7 -  - 
1966), p. 58, for another aspect of this criticism. 

41 - Ratcliff, c&., p. 174. 



the land development For the most part this interest would 

seem to be the result of an "increasing awareness on the part of our 

6 1 
population of the quality of urban living in terns of its amenities."- 

Thus, with more free time consumers have caused a demand which goes 

beyond the house and, as was noted in the National Association of Home- 

builders' Journal of Homebuilding, "extends to the look and 'feel' of 

7 / the community."- 

In the past most research relevant to changes in our expanding 

urban environment has centered on the consumer's role in this process. 

Comparatively little research has been devoted to the land developer 

despite the fact that, 
I ' ,  1 

From a community stdndpoint, one of the most crucial phases 
in the productive process which creates usable space is the 
point at which land is taken out of agricultural use and 
prepared for urban use. It is here that the basic skeleton 
of the city is created and land use patterns aregcjrystallized 
so that future changes are difficult and costly.- 

While the consumer influences and is'-influenced by the developer, the 

"developers of the land and the builders of the structures appear to be 

nos t directly involved in the location and tlie,:;,physical design of suburban 
: .  

5/ Indicative of this trend is the Land Use Research Program 
jointry sponsored by the ~ationai Association of Homebuilders and the 
Urban Land Institute which was founded in 1959 and which has become 
increasingly active in recent years. 

6/ Paul F. Wendt,,"Forecasting Land Uses,'' Urban Land (July-August, 
I '  

1367); p. 10. 

7/ James San Jule, "Great Environmental Problems Challenging Today's 
~uildzrs ,'~ournal of Honebuilding (July 1965) , pp. 59-60. 

. , 

8/ Richard U. Ratcliff, Real r state ~ n a l ~ s i s  (New York: KcGraw- 
Hill sook Company, Inc., 1961)y 276. 



subdivision developments and thus are key figures in the development 

;irocess."9/ Because a lrnovledge of residential developer behavior 

promises to provide us with new insights into the land development pro- 

cess as well as increased ability to simulate urban growth, the Center 

for Urban and Resional Studies is currently engage<: in a continuing 

research effort aimed at exploring factors which contribute to this 

101 behavior. - 
The Center's approach has been to view the land development pattern 

of an urban region as "the cumulative result of a complex of decisions 

and actions by individuals and groups each being guided by his own 

incentives...In the aggregate, the confluence of actions may be said to 

11/ zenerate land development and shape and change the urban setting."- 

An initial effort was made to forecast the spatial pattern of urban 

srowth by means of a ldonte Carle type probobilistic model which distri- 

12/ buted new growth on the basis of various nixes of "priming" decisions.- 

While this model has been operational, .=.mtiuuing research '.;as examined 

4 I 9 PI. R .  t lolfe ,  c. L o c a t i o n a l  Fac'-.ors Involved in Suburban - 
J,,ondil (unpublished study, University of Vas!lin$torl, 136l), p .  3-9. 

10/ This research is summarized in, Research Progress, (Chapel - 
Hill: Center for Urban and Regional Studies, Institute for Research in 
Social Science, University of North Carolina, August, 1967), pp. 2-3, 
5-6. 

11/ Shirley F. Weiss, John E. Smith, Edward 3. Kaiser, and Kenneth - 
B. Kenney, Residential Developer Decisions, (Chapel Hill: Center for 
Urban and Regional Studies, Institute for Research in Social Science, 
University of North Carolina, April, 1966), p. 1. 

12/ See Shirley F. Weiss and Thomas G. Donnelly, "Short-Range Resi- 
dent51 Forecasts For Testing Public Policy," Traffic Quarterly, .20 (July, 
l966), pp. 384-392 .  



- 5- 

factors which contribute to the decisions of the various agents involved 

13' This work looks toward the development of in the development process.- 

a second generation of models based on the more behavioral aspects of 

land developnent decisions. These models will break the current model 

into two submodels, "one focusing on land subdivision and related opera- 

tions (a producer submodel), and another concerned with household selec- 

tion of residence location (a consumer model) primarily from the supply 

14/ of home sites provided by the producer subnodel."-- 

Research Objectives 

The present study represents an expansion of the Center's interests 

to an examination of innovation in the development of residential sub- 

divisions. This effort has three primary objectives: 1) to determine 

the correlates of innovative behavior in the land development industry; 

2) to examine the relationship between innovation in environmental design 

and the location decisions of residential developers; and 3) to deter- 

mine the public policy factors which either facilitate such development 

or are affected by its existence. A related study now in progress 

focuses on the locational decisions of consumers with respect to this 

type of development. 

13/ See Research & Progress, o ~ .  c x . ,  p.6 - 
14/ Weiss, Kaiser, Kenney, Smith, and Stollenwerk, !'Developer - 

Behavior: A New Dimension in Urban Growth Research," Research Previews, 
12 (March l965), p. 1. 



Environmental innovat ion i s  def ined i n  broad terms. By environ-  

ment we mean f e a t u r e s  of a subdiv is ion  which a r e  not  r e s t r i c t e d  t o  an  

ind iv idua l  l o t ,  bu t  which may be enjoyed and u t i l i z e d  by a l l  t h e  members 

of t h e  community. Thei r  value may be e i t h e r  a s  a source of v i s u a l  amenity 

o r  a means t o  pursue var ious  r e c r e a t i o n a l  endeavors. I n  many cases  both 

of t hese  purposes a r e  served.  For i n s t ance ,  a community l a k e  i s  an  

environmental f e a t u r e  wi th  these  c h a r a c t e r i s t i c s .  

Innovat ion i s  used i n  i t s  most genera l  sense.  We a r e  p r imar i ly  

concerned with environmental f e a t u r e s  which a r e  not i n  common use,  though 

they may have been f i r s t  developed a number of years  ago. For i n s t ance ,  

g r i d i r o n  s t r e e t  p a t t e r n s  were under a t t a c k  a s  e a r l y  a s  f o r t y  years  ago, 

bu t  advanced concepts of s t r e e t  design,  such a s  the  use  of culs-de-sac,  

loops,  and c i r c l e s ,  a r e  j u s t  now approaching un ive r sa l  use.  A r t i g i c i a l  

l akes  were f i r s t  used i n  a r e s i d e n t i a l  subdiv is ion  a s  e a r l y  a s  1885 whes 

a chain of lakes  was b u i l t  on T u r t l e  Creel: i n  Dal las ,  Texas; b u t ,  t h i s  

environmental f e a t u r e  i s  r a r e l y  found i n  r e s i d e n t i a l  developments. Thus, 

our i n t e r e s t  i s  no t  i n  t h e  development of the innovat ian,  bu t  i n  t h e  

f a c t o r s  which seem t o  govern i t s  use o r  acceptance. 

A study of the  use of enPironnenta1 innovation i n  r e s i d e n t i a l  

developments i s  considered important f o r  a number of reasons.  F i r s t ,  

publ ic  agencies ,  such a s  the  Department of Housing and Urban Development, 

have been encouraging t h e  use of new design concepts i n  land subd iv i s ion  

f o r  a number of years .  Yet, t h e r e  has  never been an  i n v e s t i g a t i o n  of 

why some developers  u t i l i z e  such f e a t u r e s  while  ~ t h e r s  a r e  content  t o  

cont inue wi th  t r a d i t i o n a l  methods. Such a s tudy b ight  we l l  p o i n t  toward 



better methods of disseminating and presenting information on new design 

techniques. Second, while a number of innovations have been actively 

promoted, there is little indication that various side effects of these 

innovatious have been considered. For instance, it is certainly within 

the realm of possibility that an innovation can cause as many additional 

problems as those it solves. Third, as environmental innovations are 

accepted at an increasing pace, the locational pattern of new residential 

development may be altered. This aspect has a number of implications 

for those interested in simulating urban growth phenomenon. Finally, a 

study of environmental innovation promises to increase our knowledge of 

the land development process. 

This report is presented in seven chapters. Chapter Two attempts 

to lay a foundation for the development of hypotheses concerning the 

acceptance and use of environmental innovations, and their effect upon 

the location of new residential subdivisions. Chapter Three investi- 

gates the relationships which would be expected on the basis of the con- 

ceptual overview and presents a comprehensive set of hypotheses. Chapter 

Four discusses the methodology used ro test these hypotheseses and the colpirl- 

cal findines. Chapter Five extends this discussion to a consideration 

of the impact of environmental innovation on the location of new urban 

development, Chapter Six looks at the implications of these findings for 

the formulation of ?ublic policy. The use of community lakes is used 

as an example for this discussion. Finally, Chapter Seven presents the 

sunmary conclusions of the investigation. 



CHAPTER I1 

THE LAI?D DEVELOPMENT PROCESS AND DEVELOPER DECISIONS : A 
CONCEPTUAL OVERVIEW g/ 

In order to provide a framework with which to investigate the pro- 

vision of environmental innovations in residential subdivisions, this 

chapter develops a conceptual overview of the land development process 

and the role of the land development entrepreneur in this process. 

Land Development as a Sequence of States and Decisions 

In general, urban areas grow through the conversion of vacant and 

16/ agricultur~l land on their peripheries to urban use.-- If one focuses 

on a giken site G n  the rural-urban fringe, it may be visualized as passing 

throu!;h a ncmber of "ststes" before finally being occclied for ur'szn 

residential use. (See Figure  1.) While the site is initially vacant 

and cot in use o~ possibly > s ? : t  of an a.guLc:ilt.:;.sl enterprise, at some 

"hi~her" use .  This may be a ?!.annm; dizzctor rho includes the site 

in a forecast of future urban growth or a specdstor looking for a Fro- 

f itnble irves trnent . - 17' We call this point in the land development process 

15/ This chapter is based upon Weiss, Smith, Kaiser, and Kenney, - 
OJ. G. 

16/ Edward J. Kaiser, "Toward a Model of Residential Developer 
~ehavzr" (unpublished Ph. D. dissertation, University of North Carolina, 
1966), p. 2. 

17/ See Marion Clawson, "Urban Sprawl and Speculation in Suburban - 
Land," Land Economics, 38 (May, 1962), pp. 99ff. 



FIGURE 1 
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the 'state of urban interest. The site has achieved this status through 

the considered decisions of one or more of the decision agents in the land 

development process, be he a landownCr, developer-builder, or public 

official. A t  a later point in time an agent may see the site as having 

potential for a specific urban use, such as a residential subdivision. 

However, for land to move to the next "state" in the process the decision 

agent, possibly supported by other secondary agents, such as realtors or 

financial intermediaries, must make a conscious and identifiable decision 

to actively consider the land. From this point land moves from state to 

state as the land is programed for development and various improvements 

are made. Finally, the improved site is sold or rented to the consumer 

and a final, or long-term state of "residence" commences. 

Agents in the Land Development Process 

This view of the land development process is extremely valuable 

in that it focuses our attention upon both the complexity of the pro- 

cess itself, the number of "yes" decisions involved, and the number 

of actors who become involved at one stage or another. The complexiry 

of the process is highlighted by Wolfe, who says that, 

The development of unimproved land into subdivision housing 
is a complex process involving many individual, organiza- 
tional, and institutional actions of a private and public 
nature. Even more complex in many ways ...( are) ... the 
factors and forces influencing the separate but interrelated 
elements involved in this process.18/ 

One way of simplifying this complexity is to focus on the agents who 

participate in the process and their contribution to the eventual pro- 

duction of residential land. 

18/ Wolfe, %. g. - 



Thus, the landowner may either facilitate or hinder the process of 

19/ land conversion depending upon his decision to hold or sell his land.- 

Alternatively, he may greatly simplify the process by assuming the roles 

of developer and merchandiser, that is, by developing and selling the 

land himself. The developer is the central agent in the land develop- 

ment process. His policies determine when land will first be considered 

as suitable for residential,use, when it will be programed for develop- 

20' Finally, the consumer, ment, and when improvements will be made.- 

although constrained in his choice of location by what developers and 

landowners provide, has a direct influence on the pattern of future 

211 development through his choice of residential packages.- 

Other decision agents in the land development process play secondary, 

though in most cases vital roles. Thus, the merchandiser or realtor has 

the primary responsibility of selling the dwelling to the consumer. 

19/ Factors contributing to this decision have been intensively 
investigated by John E. Smith, "Toward a Theory of Landowner Behavior 
on the Urban Periphery" (unpublished M.R.P. thesis, University of 
North Carolina, 1967). 

20/ For a summary of work on developer behavior see, Weiss, Smith, - 
Kaiser and Kenney, 2. &. 

21/ Related investi~ations of the role of the consumer in the 
development process include : Shirley F. Weiss , Kenneth B. Kenney, and 
Roger C. Steffens, '-Consumer Preferences in Residential Location: A 
Preliminary Investigation of the Home Purchase Decision,'' Research 
Previews Vol. 13 (April 1966), pp. 1-32; Louis Earl Armiger, Jr., 
"Toward a Model of the Residential Location Decision Process: A study 
of Recent and Prospective Buyers of New and Used Homes" (unpublished 
M.R.P. thesis, University of North Carolina, 1966); Samuel Hardy Leaman, 
"A Study of Housin~ Decisions by Negro Hone Owners and Negro Renters1' 
(unpublished M.R.P. thesis, University of North Carolina, 1967); and 
Mark Thomas Eldridge, . Explorations Into Decision Factors in the Rental 

., Housing Market" (unpublished M.R.P. thesis, University of North Carolina, 
1967). 



I n  a d d i t i o n ,  he may s e r v e  a s  t h e  key a g e n t  i n  a ssembl ing  t r a c t s  of  l a n d ,  

o r  a s  a n  i n t e r m e d i a r y  i n  t h e  t r a n s f e r  of l a n d .  F i n a l l y ,  he  performs 

t h e  v i t a l  f u n c t i o n s  of  a i d i n g  i n  t h e  "flow of d e s i r e  a t t i t u d e s  between 

consumer and b u i l d e r .  It-- 22' The r o l e  of  f i n a n c i a l  i n s t i t u t i o n s  needs  

l i t t l e  e l a b o r a t i o n .  I n  a n  i n d u s t r y  a s  u n d e r c a p i t a l i z e d  a s  r e s i d e n t i a l  

b u i l d i n g ,  f i n a n c i a l  i n t e r m e d i a r i e s  a r e  i n d i s p e n s a b l e  i n  p r o v i d i n g  t h e  

funds  t o  keep t h e  p r o c e s s  i n  motion.23' F i n a l l y ,  t h e  v a r i o u s  o £ f i c i a l s  

of l o c a l ,  s t a t e ,  and f e d e r a l  a g e n c i e s  have a  p e r v a s i v e  impact on a lmos t  

24 / every  d e c i s i o n  made by o t h e r  agents . - -  

The Land Development % 

From t h e  p reced ing  d e s c r i p t i o n  of t h e  land development p r o c e s s  and 

t h o s e  invo lved  i n  i t ,  i t  seems e v i d e n t  t h a t  a n  u n d e r s t a n d i n g  of  t h e  

u s e  of  env i ronmen ta l i nnova r ions  i n  r e s i d e n t i a l  development: must come 

from a n  i n v e s t i g a t i o n  of t h e  c e n t r a l  a g e n t  -- t h e  l a n d  d e v e l o p e r .  

The E n t r e p r e n e u r  and Eli; S i r n  -- U n f o r t u n a t e l y ,  a n  unambiguous 

d e s c r i p t i o n  of t h e  l a n d  d e v c l q m e n t  e n t r e p r e n e u r  and h i s  f i r m  i s  extremely 

d i f f i c u l t .  I n  f a c t ,  t h e  e x a c t  n a t u r e  of t h e  e n t r e p r e n e u r  may be a s  

conplex a  q u e s t i o n  a s  t h e  n a t u r e  of t h e  l and  development p r o c e s s  i t s e l f .  

2 2 /  Wolfe, 9. ~.:s., p.  3-15. See a l s o ,  E r i c  Car l son ,  T h e  R e a l t o r ' s  - 
Role i n  Raw Land T r a n s d c t i ~ ? . :  & E x p l o r a t o r y  - s t i g a t i o n  Research - - -  
Repor t ,  (Chapel H i l l :  Cen te r  f o r  Urban and Regional  S t u d i e s ,  I n s t i t u t e  
f o r  Research i n  S o c i a l  S c i e n c e ,  U n i v e r s i t y  of  North  C a r o l i n a ,  May 1 2 ,  196)). 

23/ See H .  Oenjanin  F i s h e r ,  F i n a n c i a l  T n t e r m e d i a r i e s  in t h e  Develoi-  - -- 
merit Dec i s ion  P r o c e s s , R e s e a r c l ~  Paper ,  (Chapel H i l l :  Cen te r  f o r  Urban a d  - 
Eegiona l  S t u d i e s ,  I n s t i t u t e  f o r  Research i n  S o c i a l  S c i e n c e ,  U n i v e r s i t y  r f  
Worth C a r o l i n a ,  September 26, 1966) .  

24/ See Edward J. K a i s e r  and S h i r l e y  F. Weiss,  "Local  P u b l i c  Pol icy  
and the R e s i d e n t i a l  Development P r o c e s s , ' '  Law and Contemporary Proble,bs 
( i n  p r e s s ) .  



As Ratcliff notes, 

... the producers are diversified in organization, experience, 
skill and financial capacity. The land developer may be an 
amateur with raw land to unload. Some operations are carried 
out as a sideline by a group of investors organized in a 
syndicate. Such a grmp may contain persons who ere engaged 
in some aspect of the real estate business and who manage the 
project ... The best type of land preparation is likely to 
come from large real estate development companies, which 
regularly engaze in land development and often in building 
operations. 

Often land development is combined with a number of other business 

interests. For instance, a study of Atlanta developers in 1966 indica- 

ted that they had from one to eight concurrent business interests, with 

an average of 2 . 5 . -  2 6 /  In the present study, comprising interviews with 

eighty-two firms engaged in land development in the State of North 

Carolina, firms had an average of 2.8 concurrent activities. 

One of the factors which accounts for this diversity is the fact 

that land development is not a difficult field to enter, The primary 

requirements are land and enough capital to finance a modicum of improve- 

ments. However, this ease of entry into the field creates difficulties 

for the analyst, for the universe of developers is unknown and constantly 

shifting. 

Operating Characteristics of Land Development Firms - -  While land 
development firms nay be extremely diversified as to background and 

scope of operation, each firm or entrepreneur engaging in land development 

25,' Ratcliff, 1949, 2- a*, p. 165. - 
26/ Kenneth B. Kenney (unpublished manuscript, 1966). - 



r ictermiue o b j e c t i v e s ,  o r g a u l z e  rcsourccG,  and c o n t r o l  t h c  o p e r a t i o n s  

27/ 
a e c e s s a r y  t o  t r a n s f o r m  t h e  raw m a t e r i a l s  i n t o  a  f i n i s h e d  product . -  

However, tile sceps  involved i n  t r a n s f o r m i n s  raw l a n d  i n t o  a 

f r n i s h e d  p roduc t  ready f o r  r e s i d e n t i a l  u s e  a r e  e x t r e m e l y  v a r i a b l e .  

25/ Fundamental ly ,  t e n  b a s i c  opera t ic ins  a r e  invo lved  i n  t h i s  process : -  

Analyzin:, u a r k e t  c o n d i t i o n s  ( d e t e r m i n i n g  t h e  need fo: 
and t h e  p roper  t ime  f o r  t h e  proposed development) .  
Se lec t in :  a n  a p p r o p r i a t e  l o c a t i o n .  
Analyzing t h e  p r i n c i p a l  f e a t u r e s  of t h e  s e l e c t e d  t r a c t  
and deve lop ing  p r e l i m i n a r y  p l a n s  and d e s i g n .  
Purchas ing  t h e  l o c a t i o n  and e s t a b l i s h i n g  a  method of 
f i n a n c i n z .  
D e s i p i n g  t h e  l a y o u t  of  t h e  a r e a ,  l o c a t i n g  t h e  p r i n c i p a l  
f a c i l i t i e s  and d e t e r m i n i n g  t h e  r e l a t i o n s h i p  between 
p u b l i c  and p r i v a t e  l a n d  u s e s .  
S e c u r i n g  a p p r o v a l  of Qovernnent a u t h o r i t i e s  a s  r e q u i r e d .  
Arrangirlg p r o t e c t i o n  a ~ a i n s t  r i s k s  by means of  i n s u r a n c e  
and bonds.  
I n s c a l l i n z  u t i l i t i e s ,  s t r e e t s ,  and t h e  v a r i o u s  conveniences  
n e c e s s a r y  f o r  t h e  deve lopnen t .  
E s t a b l i s h i n s  r e s t r i c t i o n s  and methods of  r e g u l a t i n g  land 
u s e s .  
S e l l i n 2  p a r c e l s  o r  p roceed ing  w i t h  c o n s t r u c t i o n .  

I n  p r a c t i c e  each  of t h e s e  s t e p s  b r e a k s  down i n t o  a  number of sub- 

*'/ m e a t o n  d e c i s i o n s ,  each of which can s t y m i e  t h e  deve lopnen t  process.-  

l i s t s  some twenty c r i t i c a l  d e c i s i o n s  invo lved  i n  t h e  l a n d  purchase  d e c i -  

s i o n  a l o n e .  
3 0 

The i m p r o b a b i l i t y  of a n a l y z i n ~  and weighing t h e  importance  

271 Ar thur  1.1. IJeiner and Homer Hoyt, Rea l  E s t a t e ,  5 t h  E d i t i o n  
(New z r k :  The Xonald P r e s s  Company, 196G), p. 337 .  

281 I b i d . ,  p .  33:. - 
29/ See Wil l iam L. C .  Wheaton, " P u b l i c  and P r i v a t e  Agents of Change 

i n  Urban Expansion,"  i n  Explcict* i n t o  Urban S t r ~ c t u r e , ~ ~ f e l v i n  M. Webber, 
e t .  a l . ,  (ed8.)  , ( P h i l a d e l p h i a  : Univers5 ty  of Pennsy lvan ia  P r e s s ,  l 3 6 7 ) ,  -- 
pp. 154-196.  

30/ I J i l l i a n  L .  C .  Flheaton, a s  modi f i ed  by K a i s e r ,  1966,  2. c i t . ,  p .  6 0 ,  L- - - 



of each of these subdecisions to the final outcome, to say nothing of 

the factors which contribute to each decision, needs little elaboration. 

Yet, in order to explain the use of environmental innovations by resi- 

dential developers, we should have some understanding of what is involved 

in at least the major decisions the developnent entrepreneur must make. 

Two classes of decisions seem most inportant -- one, the determination 
that a market exists, and two, the determination of the feasibility of 

developing a ~ i v e n  tract. 

14arketability - Studies -- Wheaton su~zests that market criteria, the 
entrepreneur's evaluation of the consumer, are the "decisive force 

affecting as rxch as 90 percent of the micro-locational decisions to 

31/ But, what is meant by market criteria invest in metropolitan areas .'I- 

is somewhat elusive. In its most basic sense, market criteria are the 

set of convictions t h a t  customers exisl: for the product. Beyond this 

Wheaton suggests that market decisions have fact, the number of potential 

users; judgmene, the continuity of present trends; and value, the choic~ 

between alternatives, elements. He feels that the fact component is 

often weah because of a lack of available date.g' Ratcliff echoes this 

feeling when he notes that, "In practice the interpretation of the market 

is often a perfunctory process, based on judgment and opinion rather 

than statistical evidence. The prime test is usually the current 

31/ - Wheaton, 2. G., pp. 167-163. 

32/ I x . ,  pp. 166-163. - 



s a l a b i l i t y  of buildin:: l o t s . ' , -  33' These conclusions a r e  supported by 

Kenney's survey of At lan ta  developers,  which ind ica t ed  t h a t  less than 

25 per  cent  of t he  f i rms  interviewed d id  any s o r t  of formal market 

341 otudy.- 

For purposes of t h i s  s tudy,  the  primary conclusions which can be 

drawn from t h e  na tu re  of developer marke tab i l i t y  s t u d i e s ,  o r  t he  gene@ 

lack  of then,  i s  t h a t  they, "tend t o  make producer responses t o  changes 

i n  t a s t e  very slow and incremental."- 35' This  f a c t o r  may account f o r  tla 

p a s t  omissions of the land development i ndus t ry  wi th  regard t o  t h e  

36/ i nc lus ion  of envisonnental  amenit ies  i n  subdivisions.-  

F e a s i b i l i t y  Studies -- When t h e  development en t repreneur  has d e t e r -  
. ? 

mined t h a t  a narlcet e x i s t s  f o r  r e s i d e n t i a l  l o t s  i n  a  given p r i c e  range 

and/or l o c a t i o n ,  t he  next  c r u c i a l  s t e p  i s  t o  f i n d  a  s u i t a b l e  t r a c t  of 

land on which t o  l o c a t e  the  development. Typica l ly ,  developers  sequen- 

t i a l l y  eva lua t e  t r a c t s  of land u n t i l  they f i n d  one t h a t  meets t h e i r  

371 In eva lua t ing  a given t r a c t ,  the  prime cons ide ra t ion  requirements.- 

1.7ould seem t o  be t h e ,  " u c a b i l i t y  and marke tab i l i t y  of a l l  p a r t s  of t he  

331 R a t c l i f f ,  1949, op. c&., p. 16G. - 
341 Kenney, 19G5, a. &., p. 42. - 

* I 

351 Wheaton, 2. g.,  p. 170. - 
361 This  may a l s o  exp la in  the  l ack  of r e l a t i o n s h i p  found between 

l o c a t z n a l  c h a r a c t e r i s t i c s  of subdiv is ions  and the  p r i c e  range i n  which 
t h e  development f a l l s ,  which i s  a  market f a c t o r .  That i s ,  i f  developers  
a r e  not  r i p r a u s l y  uarlcet o r i en t ed ,  t h e i r  l o c a t i o n a l  behavior i s  not l i k e l y  
t o  r e f l e c t  narlcet v a r i a t i o n s .  See Kaiser ,  1966, 2.  k t . ,  p. 187. 

371 Weiss, Smith, Kaiser ,  and Kenney, 3. Lt., pp. 33-38. I n  
s e a r c g n g  f o r  a  s u i t a b l e  pa rce l  developers  interviewed i n  t h e  Greensboro 
a rea  did no t  consider  more than  one t r a c t  of land a t  t h e  same time. 



38' Thus, deve lopers  w i l l  e v a l u a t e  t h e  number of l o t s  which may a r e a .  "- 
be produced on t h e  t r a c t  and t h e  c o s t  of producing them. The n a r k e t -  

a b i l i t y  s t u d y  produces e s t i m a t e s  of t h e  demand f o r  t h e  proposed housing 

a t  t h e  g iven  l o c a t i o n  and t r a n s l a t e s  t h i s  f i g u r e  i n t o  a n  e s t i m a t e  of 

391 annual  turnover.-  

These s t u d i e s  t h e n  a l l o w  t h e  deve loper  t o  weigh t h e  c o s t s  of develop- 

ment a g a i n s t  t h e  p o t e n t i a l  revenue t o  be d e r i v e d  - -  i n  o t h e r  words t o  

de te rmine  t h e  p r o f i t a b i l i t y  of t h e  v e n t u r e .  Concurrent  w i t h  t h i s  d e t e r -  

mina t ion ,  t h e  deve loper  must a l s o  make a s e r i e s  o f  checks w i t h  p u b l i c  

o f f i c i a l s  t o  de te rmine  t h e  a v a i l a b i l i t y  of s e r v i c e s  t o  t h e  s i t e ,  t h e  zoning 

of t h e  p a r c e l  and s o  on. I n  a number of c a s e s  he  w i l l  a l s o  c o n t a c t  a 

f i n a n c i a l  i n s t i t u t i o n ,  u s u a l l y  t h e  mortgage i n s u r e r  o r  g u a r a n t o r ,  t o  

401 
a s s u r e  t h e  a v a i l a b i l i t y  of f i n a n c i n g  f o r  t h e  f i n i s h e d  product.-  

Whether t h e  deve loper  w i l l  t h e n  proceed w i t h  t h e  purchase  of t h e  p a r c e l  

depends upon r e i n f o r c i n g  d e c i s i o n s  i n  t h e  above s t u d i e s ,  and, i n  a d d i t i o n ,  

such f a c t o r s  a s ,  " t h e  f i n a n c i a l  p o s i t i o n  of t h e  f i r m ,  subsequent  l and  

purchases ,  t r e n d s  i n  land v a l u e s ,  t a x  reassessment ,  s c h e d u l i n g  of p u b l i c  

works, annexa t ion ,  and changing market conditions."-- 411 It should be no ted ,  

however, t h a t  t h i s  o u t l i n e  of o p e r a t i n g  p rocedures  i s  n o t  u n i v e r s a l l y  

c h a r a c t e r i s t i c  of t h e  land development i n d u s t r y .  For i n s t a n c e ,  a s t u d y  

381 Weimer and Hoyt, 9. &. , p. 341. - 
391 John E .  Smith,  The L o c a t i o n a l  Dec i s ion  Process  of R e s i d e n t i a l  Land 

~ e v e l z e r s  : Toward Empi r ica l  Model, Research Memorandum, (Chapel H i l l  : 
Cente r  f o r  Urban and Regional  S t u d i e s ,  I n s t i t u t e  f o r  Kesearch i n  S o c i a l  
S c i e n c e ,  U n i v e r s i t y  of North C a r o l i n a ,  J u l y  21,  l 9 6 5 ) ,  pp. 22-23. 

I b i d . ,  p .  26. - 
411 I b i d . ,  p.  35.  - - 



of "small scale" developers indicated that, 

... the process is rather random in nature and depends to a 
large extent on the availability or listing of land for sale, 
with comparatively little "bird-dogging' for land in good 
development locations.. .?he variety of operation 1 approaches 

427 taken by the firms interviewed was impressive.- 

This variation in operating procedures indicates that one must be extremely 

cautious in generalizing in this area. 

While firms seem to vary a great deal in the rigor with which they 

evaluate the feasibility of a parcel, the factors they consider in sucb 

studies seem to be rather uniform. Weimer and Hoyt note that, 

Factors important in studying both costs of development and 
marketability include 1) topography; 2) limitations established 
by zoning ordinances and other regulations; 3) accessibility 
to places of employment, to schools, and to shopping, amusement, 
and civic centers; 4) location with respect to high-quality 
neighborhoods and special attractions such as golf courses; 
5) taxes; 6) potential special assessments; and 7) future pro- 
bable management, financing, and maintenance costs.g/ 

Interviews with a cross-section of developers in the Greensboro, N. C. 

441 area generally corroborate this list.- 

Summary -- From the preceding description of what is known of land 
development firms and their operations, it can be seen that a summarizing 

description of the firms and their methods of operation would be extremely 

hazardous. Probably the safest generalization one could make is that it 

42/ Kenneth B. Kenney, Locational Decisions of Residential Land 
~evelopment an_d Building Firms in the Greensboro Urban Area, Research 
Memorandum (Chapel Hill: Center for Urban and Regional Studies, Institute 
for Research -in social Science, University of North Carolina, September 
17, 1964), p. 8, 14. 

43/ - Weimer and Hoyt, s. c&., p. 342. 

441 Kenney, 22. c&., 1964; Smith, op. cit., 1965. - - - 



i s  no t  a  good i d e a  t o  ~ e n e r a l i z e  a t  a l l .  R a t c l i f f  p r o v i d e s  a n  e x c e l l e n t  

account  of t h i s  s i t u a t i o n .  He s t a t e s  t h a t ,  

The b a s i c  i n f o r m a t i o n a l  and a n a l y t i c  problem stems from t h e  
complexi ty  of r e a l  e s t a t e  a s  a n  economic good, t h e  d i v e r s i t y  
i n  t h e  r e a l  e s t a t e  market c o n d i t i o n s  which a f f e c t  t h e  t r a n s -  
a c t i o n ,  and t h e  h e t e r o g e n e i t y  of t h e  p a r t i e s  t o  t h e  t r a n s a c t i o n  
i n  t h e i r  p e r s o n a l  c h a r a c t e r i s t i c s  and f i n a n c i a l  s i t u a t i o n s .  
With such a l a r g e  number of v a r i a b l e s  impinging on each t r a n s -  
a c t i o n ,  t h e  pe rmuta t ions  and combinat ions  i n  t h e  s i g n i f i c a n t  
f a c t o r s  which i n f l u e n c e  t h e  f i n a l  t r a n s a c t i o n . . . a r e  i n f i n i t e .  
It would appear  t o  be d i f f i c u l t  indeed t o  d e r i v e  ~ 4 7 ~ ~ '  g e n e r a l i z a t i o n s  from such a  d i v e r s i f i e d  universe . -  

Because of t h e  complexi ty  of t h e  d e c i s i o n s  they  must make, l and  deve lopers  

undoubtedly  s i m p l i f y  t h e  s i t u a t i o n  t o  one of manageable terms.  I n  t h e  

end d e c i s i o n s  would seem t o  t u r n  on v a l u e  such t h a t  t h e  

s t r i k i n g  c h a r a c t e r i s t i c  of d e c i s i o n s  of development e n t r e p r e n e u r s  " i s  

t h e  unsys temat ic  approach i n  t h e  : .ns lys is  of f a c t o r s  l e a d i n g  t o  them. 

,471 Decis ions  a r e  a r z ived  at: nore  i n t a i t i v e l y ,  than  sys te rns t i ca1 ly . '~ -  

n a t u r e  of deve loper  d e c i s i o n s  seems t o  i n d i c a t e  t h a t  an  i n t e n s i v e  a n a l y s i s  

of a  l i m i t e d  n u d e r  of f i r m s  cannot  p r o v i d e  d a t a  upon which t o  base  

meaningful ~ e n e r a l i z a t i o n s  abou t  t h e  use o r  impact of environmental  inno- 

An a l t e r n a t i v e  i s  t o  employ what v a t i o n s  i n  r e s i d e n t i a l  developments.- 

451 Richard U .  R a t c l i f f ,  Modern Real E s t a t e  V a l u a t i o n ,  (Mqdison: 
Democrat P r e s s ,  1965) ,  p .  112. 

46/ - Weiner and  Hoyt, 22. a,, p .  338. 

47/ K a i s e r ,  1956, OJY+. c,iLt., p.  58. See a l s o  Wheaton, op. ciici., p p .  
167-1%; and Weimer and Koyt, 0-Q c i t . ,  - pp .  338-339. 

48/ T h i s  i s  n o t  t o  say  t h a t  t h e  " c a s e  s tudy" method i s  not  a  useful .  
d e v i c e w i t h  which t o  i n v e s t i g a t e  a n  unexplored a r e a  f o r  t h e  purpuse of 
g e n e r a t i n g  t e s t a b l e  hypotheses .  



i s  known a s  "conceptual v a r i a b l e  analysis ."-  491 E s s e n t i a l l y ,  t h i s  method 

of a n a l y s i s  seeks t o  reduce human behavior t o  v a r i a b l e s  and t h e i r  r e l a t i o n s .  

The ob jec t ive  is  then t o  account f o r  v a r i a t i o n  i n  the  dependent v a r i a b l e s .  

The e s s e n t i a l  s t e p s  i n  t h i s  type of a n a l y s i s  may be descr ibed b r i e f l y  a s :  

1) express  a l l  concepts a s  v a r i a b l e s ;  2) develop hypotheses about t h e  

r e l a t i o n s h i p  between concepts ( v a r i a b l e s ) ,  3) develop ope ra t iona l  measures 

of the  v a r i a b l e s ;  4 )  c o l l e c t  da t a  about t he  d i s t r i b u t i o n  of the  v a r i a b l e s  

i n  t he  " r ea l "  world; and 5) t e s t  t he  da t a  f o r  i t s  correspondence t o  the  

hypotheses.  

An Approach t o  Understandine Developer Behavior 

Previous research  a t  t h e  Center f o r  Urban and Regional S tud ie s  has 

r e s u l t e d  i n  t he  development of a  conceptual scheme which promises t o  

be of use i n  analyzing developer behavior and develop in^ u s e f u l  hypothese$. 

It i s  f e l t  t h a t  t h r e e  s e t s  of dec i s ion  f a c t o r s  w i l l  expla in  the  dec i s ions  

which, " in  t u r n  expla in  the  evolu t ion  of p roper ty  through t h e  developmenk 

501 These f a c t o r s  a r e  : con tex tua l ,  dec i s ion  agent ,  and property process .  "- 
c h a r a c t e r i s t i c s .  

Contextual f a c t o r s  provide the  macro environment f o r  development 

dec i s ions .  They provide the  genera l ized  areawide s e t  of cons ide ra t ions  

491 This  method of a n a l y s i s  was psoposed by Iiebert Blumer, i n  
" ~ o c i z o ~ i c a l  Analysis  and the  'Va r i ab l e ,  "' American Sociolop,ical Review, 
21 (l95G), pp. 663-630. 

501 Weiss, Smith, Kaiser ,  and Kcnney, 2. G., p. 4. - 



which "determine the  o v e r a l l  r a t e  and type of change i n  t he  urban community 

and the  genera l  s t r u c t u r e  of the populat ion of dec i s ion  agent  cha rac t e r -  

511 Contextual f a c t o r s  m y  be thought i s t i c s  and property cha rac t e r i s t i c s . " -  

of a s  f a l l i n g  i n t o  two broad c a t e z o r i e s ,  socioeconomic f a c t o r s  and pub l i c  

p o l i c i e s .  In  essence,  they provide t h e  broad context  f o r  dec i s ions  i n  t h e  

aggregate .  

Decision agent  c h a r a c t e r i s t i c s  r e f e r  t o  the  f a c t o r s  which d i s t i n g u i s h  

the  var ious  p a r t i c i p a n t s  i n  the  land development process .  Previous r e sea rch  

on land developers  would seem t o  i n d i c a t e  t h a t  much of t he  v a r i a t i o n  i n  

dec i s iona l  behavior nay be explained by fou r  developer c h a r a c t e r i s t i c s :  

1)  t h e  type of f i r n ,  p r imar i ly  the  ex t en t  of d i v e r s i f i c a t i o n ;  2) t h e  s c a l e  

of opera t ion ,  t h e  number of r e s i d e n t i a l  l o t s  per  year  which a r e  produced; 

3) the  en t r ep reneur i a l  approach, t h e  s e t  of personal  a t t i t u d e s  and b e l i e f s  

which inf luence  the  na tu re  of t h e  deve lope r ' s  d e c i s i o n s ;  and 4) t he  l i f e  

cyc le  of t he  f i rm,  t he  ex t en t  of the  f i r m ' s  experience i n  land develop- 

52/ nent  .- 
S i t e  c h a r a c t e r i s t i c s  a r e  a  r ep re sen ta t ion  of urban s p a t i a l  s t r u c t u r e  

a t  t he  micro l e v e l  - tile l e v e l  of the  ind iv idua l  s i t e .  Reference t o  the 

l i s t  of f a c t o r s  developers  consider  i n  conducting f e a s i b i l i t y  s t u d i e s  

i n d i c a t e s  t h a t  most of t hese  consideraLions r e f e r  t o  phys ica l  a s p e c t s  of 

the s i t e  o r  i t s  s p a t i a l  context  i n  t h e  o v e r a l l  s t r u c t u r e  of t h e  urban a r e a .  

511 Kaiser  and Weiss, 2. 'it, p .  4 .  - 
52,' Weiss, Smith, Kaiser ,  and Kenney, 2 ~ .  c&., pp.  14-16. - 
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There are several aspects of site characteristics which are important. 

First, site characteristics obviously have a physical dimension. This 

refers to the land itself -- to factors which cannot be changed except by 
direct modification of the site. Not so obvious is the locational dimen- 

sion of site characteristics. These aspects of site characteristics 

adhere to the site due to its location relative to urban activities, 

transportation networks, and the aerial distribution of social values. 

Locational site characteristics are a result of "the fixity of land in 

space, the socioeconomic organization of the community, and the spatial 

pattern of social preferences."- 53' Their value is dependent upon the 

spatial context and cannot be changed by alteration of the site. Finally, 

site characteristics may be seen to have an institutionai aspect. This 

refers to the influence of the institutions of the community, such as 

local government. While these aspects of site characteristics are not 

inherent in the site or the spatial organization of society, they seem to 

have a pervasive effect on the disposition of land in the community. A 

well known example of an institutional site characteristic would be the 

site's classification in a local zoning ordinance. 

As seen in Fi~ure 2, this conceptual scheme considerably simplifies 

the complex set of factors which influence developer behavior. Further, 

it focuses our attention on a relatively determinate set of variables 

which we can expect to be related to the provision of environmental 

531' Ibid., p. 17. - 
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innovat ions i d  subdiv is ions .  y e t ,  t h e  conceptual  scheme, a s  thus  f a r  

developed, does not  provide us  with a b a s i s  t o  p r e d i c t  what t h e s e  

r e l a t i o n s h i p s  should be l i k e .  For t h i s  purpose we t u r n  t o  a n  a n a l y s i s  

of the  land developer  a s  an  "economic" and a s  a "social1 '  being.  

541 An Economic I n t e r p r e t a t i o n  of Developer Behavi.0~- -- From'an economic 

po in t  of view t h e  r e s i d e n t i a l  developer  and h i s  f i rm  a r e  u n i t s  of pro- 

duc t ion .  That is ,  r e s i d e n t i a l  l o t s  a r e  produced through t h e  t r a n s f o r -  

mation of va r ious  inpu t s  i n t o  a s a l a b l e  output .  The f i r m  w i l l  s t a y  i n  

bus iness  only s o  long a s  t h e  revenues rece ived  from the  o u t p u t s  exceed, 

i n  the  long run, the  c o s t s  of production. The f i rm  must make a p r o f i t .  
7 .  

The f i r m ' s  dec i s ions  a r e  concerned wi th  determining " a l t e r n a t i v e  

inpu t  combinations of land,  c a p i t a l ,  and l abo r  a s  they  a r e  r e l a t e d  t o  

55/ a l t e r n a t i v e  output  r e s i d e n t i a l  packages of house, l o t ,  and location."- 

P r o f i t  becomes the  primary decision-making c r i t e r i o n .  The va r ious  f a c t o r s  

we have d iscussed  i n  the  preceding s e c t i o n  may be r e l a t e d  t o  developer  

behavior by ana lyz ing  t h e i r  r e l a t i o n s h i p  t o  t he  components of t h e  deve lope r ' s  

56/ p r o f i t  func t ion ,  a s  cons t ra ined  by t h e  terms of the  product ion function.- 

541 This  s e c t i o n  i s  based on Kaiser ,  1966, =: g., pp. 87-134. 
For purposes of t h i s  s tudy we have g r e a t l y  simplified t h e  a n a l y s i s  i n  
o rde r  t o  focus on only the  key poin ts .  

55/ Kaiser ,  Weiss, Kenney, Smith, and Stol lenwerk,  2. G., p. 31. - 
56/ The p r o f i t  f unc t ion  c o n s i s t s  of t h e  d i f f e r e n c e  between the  revenue 

received from the  s a l e  of t h e  outputs  and t h e  c o s t s  of t he  inpu t s .  The 
product ion func t ion  desc r ibes  t h e  r e l a t i o n s h i p  between u n i t s  of input  and 
output  a s  governed by t h e  phys ica l  and coord ina t ive  processes  of product ion.  



Economic Consideraiions and Erivironnental Innovation - -  The relation- 
ship between the development firm as an economic entity and environmental 

innovation nay be explored by construct in^ a hypothetical situation. Assume 

the developer has conducted some sort of marketing study and has deter- 

nined that (Y' i,at~ltet exists for lots in a given price range. He must then 

find a location which combines a s e t  of site characteristics (physical, 

locational, and institutional) which may bc transformed into salable resi- 

dential lots at a cost which does not exceed the revenues which the fini- 

57/  Typically, the developer will not consider shed product will command.- 

various design features of the finished subdivision before evaluation of 

58/ a site.-- That is, he views his market as being for a lot in a general 

price range and location, and not for a particular "type of subdivisi~n.~' 

Coninz across a potentially suitable tract of land, the developer evaluates 

the characteristics of the site as they affect the costs of developing it 

and the revenue which the site will produce. At this point in the process, 

the developer will also begin to consider the use of various environmental 

features in the design of the finished product. The extent of this 

consideration depends upon the characteristics of the developer, his 

57/ Contextual factors may be viewed as contributing to the determi- 
nationby the developer that a market exists. The developer may actually 
search for a site or another participant (for instance, a realtor) may 
bring a site to his attention, which he will than inspect and evaluate. 
The effect of these differing approaches on developer behavior is not 
known. 

5S/ In the present study 42 developers who had utilized lakes in 
~heirdevelo~nents were interviewed. Only 7 of the 42 indicated they were 
searching for a site suitable for a lake, This would seem to suggest that 
developers are not oriented toward an envLronmenta1 innovatior, market. 
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evaluation of chc r.ela:ive ccri;ri'uuticn of vazious.:~ite char,-.cteristics 

to his lrofit function, and his evzluaSion 05 the profitability of the 

environmental feature. It is important to note, however, that any given 

environmental feature he nay consider cannot be analyzed apart from the 

other aspects of the site. For instance, if the site contains all of the 

requisites he considers necessary for a profitable subdivison, he may 

never consider the use of an environmental innovation. On the other hand, 

an environmental feature may offset a neeative aspect of the site and make 

the whole undertakinz seen profitable. 

This discussion points up several key assumptions upon which we will 

base our analysis. First, we assume that the developer acts as an econo- 

nic entity and profic is his primary, though not his only, motivating 

force. Second, the use of an environmental innovation is seen to result 

in part from evaluations emerging fron "Lie location decision process. Third, 

the sane cost and revenue factors which contribute to the choice of a 

given location also contribute to the decision to use an environmental 

innovation. Finally, the use of environmental innovations can chanse the 

"norr.~al'! location decisions of a developer by offsetting negative site 

characteristics and lead him to accept a site for development which he 

might otherwise have rejected. 

A Note of Caution -- The conceptual analysis developed to this point 
is based upon several implicit assumptions which cannot be met in the 

real world. For instance, it is assumed that there is, 

... a well defined decision environment in which market preferences 
are explicit. In this environnent, cost and revenue consequences 
are certain and functions of input and output combinations are 



well behaved and are known to the entrepreneur; information on 
alternative sites,. . is readily available ; and the supply of 
alternative sites includes any conbination of site character- 

59/ istics desired., 

Instead, the production function consists of a number of inputs and out- 

puts x~hich change from site to site. The revenue and cost consequences 

of various site characteristics are relatively unknown. The developer's 

knowledze of available sites is limited, and the developer 'hust choose 

a site as a composite package of site characteristics on an 'all or 

nothing basis,'-he cannot select sons of the characteristics of one site 

' 60' Despite these inconsistencies and obtain the remainder elsewhere.*'-- 

bettreen the conceptual scheme and the reill world, an economic view of the 

land developer's behavior does point us toward the development of poten- 

tially useful relatfonships. 

Social Aspects of Developer Behavior -- While the techniques of land 
development are economic in nature, Veblen, Parsons, and others have shown 

t!:at economic behavior cannot be fully understood apart from certain non- 

economic considerations. Specifically, under conditions of limited know- 

ledge, the developer's evaluation of the relative importance of site 

factors and whether he even considers t!ie use of an environmental innova- 

tion is influenced by his social relations and the system of ideas, values, 

and sentiments to which he subscribes. 

In lookin2 at the use of environmental innovation it is obvious that 

in the adoption of a new approach the developer must have previously 

59/ Weiss, Smith, Kaiser, and Kenney, z. c&. , pp.  82-83. - 
601 ILd., p .  8 3 .  - 



learned about t he  p r a c t i c e ;  and, he undoubtedly has a  s e t  of va r ious  

mental a t t i t u d e s  a s  p a r t  of h i s  pas t ' expe r i ence  which govern h i s  a t t i -  

tude toward i t .  I n  add i t i on ,  he probably p a r t i c i p a t e s  i n  va r ious  group 

s i t u a t i o n s  which f u r t h e r  s t r u c t u r e  and inf luence  h i s  behavior.  I n  t h e  

fol lowing s e c t i o n  var ious  s t u d i e s  of t he  adoption of innovat ions i n  such 

d ive r se  a r e a s  a s  a g r i c u l t u r e  and medicine w i l l  be r e f e r r e d  t o  i n  an e f f o r t  

t o  i n d i c a t e  what v a r i a b l e s  seem t o  be h ighly  c o r r e l a t e d  wi th  innovat ive 

behavior.  

Summary 

This chapter  has attempted t o  bu i ld  a framework from which we can 

develop hypotheses concerning t h e  adoption of environmental innovat ions 

i n  t he  land development process  and the  e f f e c t s  of such behavior on the  

l o c a t i o n  of new r e s i d e n t i a l  subdiv is ions .  FJe noted t h a t  land on t h e  

periphery of an urban a rea  nay be viewed a s  passing through a  s e r i e s  of 

d i s c r e t e  s t ages  from i t s  f i r s t  cons ide ra t ion  f o r  r e s i d e n t i a l  u se  t o  i t s  

f i n a l  development a s  a f i n i shed  r e s i d e n t i a l  package. Movement from s t a t q  

t o  s t a t e  was seen t o  be the r e s u l t  of numerous and complex dec i s ions  by a 

g r e a t  v a r i e t y  of agents  who become involved i n  land development. Of a l l  

the p a r t i c i p a n t s  i n  t he  process ,  however, the  land development entrepre-I  

neur was seen t o  be the  c e n t r a l  f i g u r e .  I n  looking a t  what we know of h i4  

c h a r a c t e r i s t i c s  and behavior ,  i t  soon became evident  t h a t  an i n t e n s i v e  

a n a l y s i s  of a s e l e c t e d  number of developers  could not y i e l d  meaningful 

r e s u l t s .  For t h i s  reason it was decided t o  use a  form of ,conceptual  

va r i ab l e ig  a n a l y s i s .  



In the last part of Chis chapter 17e slcecched in a conceptual scheme 

which would enable us to develop useful hypotheses about the application 

of environmental innovation in residential subdivisions. This scheme 

focuses on three clusters of explanatory variables: contextual factors, 

developer characteristics, and site characteristics. In order to evaluate 

the relationship between these variables and developer behavior we have 

noted that the land development entrepreneur can be ;)rofitably analyzed 

from both econod.~ and sociolo~ical poinzs of view. 

The following chapter sets forth z comprel~ensive set of hypotheses 

about the deterninants of developer behavior in the use of environmental 

innovations . 



CHAPTER 111 

DETERMII?ANTS OF TI% USE OF ENVIRONNENTAL INNOVAT ION : 
IiY POTHETICAL RELATIONS 

This chapter uses the discussion of land development firms and the 

conceptual framearork developed in Chapter I1 to put forward a comprehcn- 

slve set of hypotheses which may explain the use of environmental innova- 

tions by land development entrepreneurs. The approach utilized is con- 

ceptual variable analysis, and both econouic and sociological reasoning 

will be utilized, We take this tack because the purpose of this study 

is not the development of abstract concepts, thou$ such an approach may 

be valuable, but a clearer understanding of observed reality. \?here such 

an understandins may be advanced by crossing disciplinary lines, we have 

not hesitated to do so. 

Innovztion, the Entrepreneur, and His Firm 

Research on the adoption of new agricultural techniques has indica- 

ted that the adoption of an innovation often begins when the individual 

becones aware of a problem. He then seeks out (or becomes aware of) new 

ideas or items. Alternatively the individual may become aware of a new 

idea which would constitute an improvenent over the existing situation. 

In this case the new idea or innovation creates dissonance or a problem 

61/ which is resolved by the adoption or nonadoption of the innovation.- 

s k e x  R. Campbell, "A Sugzested Paradigm of the Individual Adoption 
Process," Rural Sociolozy, 31 (December 19Gb), pp. 458-460. 



This  paradigm may be r e a d i l y  a p p l i e d  t o  t h e  land development p r o c e s s .  I n  

e v a l u a t i n g  a  s i t e  t h e  d e v e l o p e r  f a c e s  t h e  obvious  problem of d e t e r m i n i n g  

t h e  p r o f i t a b i l i t y  of  t h e  inves tment  i n  t h e  f a c e  of  v e r y  l i m i t e d  i n f a r m t i o n .  

One of t h e  g r e a t e s t  u n c e r t a i n t i e s  would seem t o  be t h e  impact of s i t e  

c h a r a c t e r i s t i c s  upon revenue.- 62' I n  s e e k i n g  t o  r e d u c e  t h e  r i s k  imposed 

by t h i s  s i t u a t i o n ,  we might h y p o t h e s i z e  t h a t  t h e  d e v e l o p e r  t u r n s  t o  v a r i o u s  

environmental  i n n o v a t i o n s  which may i n c r e a s e  t h e  s a l a b i l i t y  of t h e  p r o j e c t  

and p rov ide  a  margin of s a f e t y  f o r  e r r o r s  i n  c a l c u l a t i n g  t h e  e f f e c t s  of 

o t h e r  f a c t o r s  upon revenue.  Although t h i s  h y p o t h e s i s  i s  e s s e n t i a l l y  

u n t e s t a b l e ,  we might u s e  i t  a s  a n  assumpt ion upon which e m p i r i c a l l y  

v e r i f i a b l e  hypo theses  might be based. 

I f  we assume t h a t  i n  most s i t u a t i o n s  i n  t h e  l and  development p rocess  

t h e r e  e x i s t s  s i t u a t i o n s  which promote t h e  p o t e n t i a l  u s e  of environmental  

i n n o v a t i o n s ,  we must a s k ,  what f a c t o r s  accoun t  f o r  v a r i a t i o n  i n  t h e i r  

a c t u a l  u s e ?  Because t h e r e  i s  a  complete  void  i n  p r e v i o u s  r e s e a r c h  Qn 

t h i s  q u e s t i o n ,  we have taken a n  e x p l o r a t o r y  s t a n c e ,  and a t t e m p t e d  i s o -  

l a t e  g e n e r a l  c o n s t e l l a t i o n s  of  v a r i a b l e s  which may be r e l a t e d  t o  t h i s  

q u e s t i o n .  F i v e  s e t s  of d e v e l o p e r  c h a r a c t e r i s t i c s  have been c o n s i d e r e d :  

1) a c c e s s  t o  i n f o r m a t i o n ;  2) i n t e g r a t i o n  i n  t h e  l and  development t d d u s t r y ;  

3) r a t i o n a l i t y  of t h e  approach t o  development ;  4 )  s t a t u s  of t h e  e n t r e p r e -  

neur  and f i r m ;  and 5) e n t r e p r e n e u r i a l  e v a l u a t i o n  of t h e  market .  I t t  focubifig 

on t h i s  l i s t  o f  f a c t o r s  we have t r i e d  t o  be e x t e n s i v e  r a t h e r  than  i n t e n s i u p  

i n  our  a n a l y s i s .  I n  e f f e c t ,  we have t r i e d  t o  l a y  t h e  groundwork fox  f u t u r e  

62/  K a i s e r ,  1966, 2. "it., p. 85. - 



research by exploring a considerable number of variables, rather than 

exhaustively investigating a few selected factors. 

Access to Information -- If most development entrepreneurs potentially 
face situations where a consideration of the use of nev ideas is called 

for, one explanation for variation in their use may be a differential in 

access to information. Information about new ideas or techniques in land 

development, of course, can be obtained in a number of ways. In this 

section we consider seven possible coxrelates of access to information about 

environmental innovations and their relationship to the use of innovations 

in residential development. 

Previous Experience -- It was mentioned earlier that land development 
is not a difficult field to enter. As might be expected in such a situa- 

tion, developers have entered the field from a variety of previous occupa- 

tions. This being the case, we might expect that entrepreneurs with a 

background in a field closely related to land development, such as real 

estate or building, would have had a greater opportunity Qo pick up infor- 

mation about various techniques of environmental innovation. 

HYPOTHESIS 1: The greater the relationship between the entfe- 
preneur's previous occupations and land develop- 
ment, the greater will be his use of environmental 
innovations. 

Experience in Land Development - -  The length of the developer's 
experience in the land development industry could have rather diverse 

effects on his use of innovations. The longer the developer has been in 

the business the greater the likelihood that he has come across different 

approaches to development. On the other hand, as the developer gains 
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assurance that his methods are correct through success in the land develop- 

ment industry, we might expect that he would become less avid in his search 

for improved methods. However, on the assumption that the attainment o i  

information is the critical factor, a positive hypothesis is proposed. 

HYPOTHESIS 2 :  The greater the length of the developer's 
experience in the land development industry 
the greater will be his use of environmental 
innovations . 

Type of Firm - -  Just as developers nay come from a number of diverse 
occupations, the types of firms involved in development may also be quite 

varied, ranging from companies that devote all of their time to land 

development to those in which land development is engaged in as a side- 

line.63' We would expect that the greater the proportion of its time the 

firm spends on land development, the more likely it is to acquire inforna- 

tion on new techniques. 

HYPOTHESIS 3 :  The greater the degree to which the firm is 
primarily engaged in land development, the 
zreater will be its use of environmental inno- 
vation. 

Diversity of Business Interests -- Somewhat contrary to Hypothesis 3 
we would also expect that firms with a diversity of business interests 

would have a greater probability of coming across new sources of ideas. 

Nevertheless, the more the firm is active in other areas the less attention 

it will give to land development and the less it will be open to ideas for 

improving its developments. Using a sinilar rationale as in dealing with 

length of experience, we tentatively propose, 

6 3 1  This observation is based on Ratcliff, 1949, 2. c&., p. 165. - 



HYPOTHESIS 4' The greater the diversity of the firm's inter- 
ests, the greater will be the degree of envi- 
ronmental innovation. 

Geoaraphic Scope of Operation - -  One of the primary means developers 
use to gain new ideas for their developments is through observing what 

other developers are doing. Firms which operate in a number of market 

areas should have a greater opportunity to learn of and gain experience 

with a variety of innovations in development. 

HYPOTHESIS 5:  The Qreater the number of market areas in 
which the firn operates, the greater will be 
its use of environmental innovation. 

Use of Technical Publications -- An obvious source of new ideas in 
residential development are the many technical and semitechnical publica- 

tions which cover various aspects of the land development industry. 

While any given publication may present information on only a few innova- 

tions, we would expect that the more widely a developer reads the more 

likely he is to come across information on a variety of land development 

HYPOTHESIS 6: The greater the number of technical publications 
which the developer reads, the greater will be 
his use of environmental innovation. 

6 4 /  In comparing two diffusion studies, Katz found that commercial 
or £ 0 ~ 1  sources of information, such as magazines or technical publica- 
tions, played an important role in the dissemination of information about 
innovations. E. Katz, "The Social Itinerary of Technological Change: 
Two Studies of the Diffusion of Innovation," Human Or%anizatigs, 20 
(l96l), pp. 70-82. 



Orientation to Sources of New Ideas - -  A final aspect of the developers 
access to information about environmental innovations is his proclivity to 

use the various sources of new ideas in residential development which may 

be available. We might imagine that soue developers are always searching 

for new ideas and use a variety of sources of information, while others 

are content to rely on their own imagination. 

HYPOTHESIS 7: The greater the number of sources of new ideas 
the developer has used, the greater will be his 
use of environnental innovation. 

In addition individuals differ in their orientation toward the use of 

technically accurate information. Rogers indicates that individuals who 

are prone to use technically inaccurate sources of information are less 

likely to innovate than those oriented toward more technically accurate 

65 / sources .- 
HYPOTfIESIS 8: The greater the degree of use of technically 

accurate information by the development 
entrepreneur, the greater will be his use of 
environmental innovation. 

Integration in the Land Develzment Industrx - -  While access to 
sources of information is undoubtedly an important factor in the use of 

an innovation, studies in the adoption of new agricultural techniques 

and new drugs have indicated that the individual's colleagues played a 

65/ Everett M. Eozers, "A Conceptual Variable Analysis of Techno- - 
logical Change,Ii Ruxal Sociology, 23 (1956), p. 138. 



c r u c i a l  r o l e  i n  l e ~ i t i m i z i n ~ ,  t h e  u s e  of Che innovation.%' L e g i t i m i z a t i o n  

means t h e  s a n c t i o n  of t h e  group i n  f a v o r  of t h e  i n n o v a t i o n .  

While t h e  l o c a l i t y  z roup  undoubtedly p l a y s  a  r o l e  i n  t h e  a c c e p t a n c e  

o r  r e j e c t i o n  of t h e  i n n o v a t i o n ,  whether t h i s  r o l e  i s  p o s i t i v e  o r  n e g a t i v e  

i s  a  q u e s t i o n  of some d e b a t e .  Rogers p r e d i c t e d  t h a t  t h e  z r e a t e r  t h e  i n t e -  

g r a t i o n  of t h e  i n d i v i d u a l  i n t o  h i s  l o c a l i t y  group,  t h e  l e s s  would be t h e  

671 p r o b a b i l i t y  t h a t  h e  would adop t  a  t e c h n i c a l  change.- S i m b l a r l y ,  Nenzel 

and Katz found t h a t  " i s o l a t e "  d o c t o r s  were t h e  f i r s t  t o  a d o p t  a  new 

631 drug.  -- However, Marsh and Coleman i n d i c a t e  t h a t  t h i s  i s  dependent  upon 

t h e  norms of t h e  community.%' Where t h e  community norms f a v o r  i n n o v a t i o n ,  

t h e  more i n t e g r a t e d  t h e  i n d i v i d u a l s  i s  i n t o  h i s  l o c a l i t y  group t h e  more 

l i k e l y  he  w i l l  adopt  an  i n n o v a t i o n .  On t h e  o t h e r  hand,where l o c a l  norms 

do n o t  f a v o r  i n n o v a t i o n s t h e  g r e a t e r  t h e  i n t e g r a t i o n  of t h e  i n d i v i d u a l ,  

t h e  l e s s  l i k e l y  he  i s  t o  adop t  t h e  i n n o v a t i o n .  

While i t  would be d e s i r a b l e  t o  i n v e s t i g a t e  t h e  coinbined r o l e  of i n t e g r a -  

t io ; i  ir! t h e  d e v e l ~ p m a i t  Fndusrsy azd ci;ixlu;.ity norus  r e a a r d l n g  l and  devc lcp-  

m n t  i n n o v a t i o n ,  we l a v e  a05 been a51e 20 d e v i s e  a s z t i s 2 a c t o r y  measure o f  

651 R .  C .  14arsh and A .  L .  Coleman, "Group I n f l u e n c e s  and A g r i c u l t u r a l  
~ n n o v z i o n :  Some T e n t a t i v e  F ind ings  and Hypotheses," American J o u r n a l  of 
Soc io logy ,  61 (l95G), pp. 588-594; and I:. Henzel and E l i h u  Katz ,  " S o c i a l  
G e l a t i o n s  and I n n o v a t i o n  i n  t h e  Medical  P r o f e s s i o n :  The Epidemiology of a  
New Drug," P u b l i c  Opinion Q u a r t e r l y ,  19 (l35G),  pp.  337-352. 

G7/ Rogers,  2. c i t . ,  p .  139. - - 
6 ~ /  Menzel and Katz ,  2. s., p .  3 4 3 .  - 
63/ Marsh and Colenan, 2. G., p .  590. - 



research, we propose 

HYPOTHESIS 3: The greater the dezree of integration of the land 
development entrepreneur In the local land develop- 
ment industry, the will be his use of envi- 
ronmental innovations. 

One problem with this hypothesis t s  that there are evidently two 

relevant aspects of the land development industry with which the developer 

could interact. That is, there are numerous local organizations of deve- 

loper, builder, and seal estate firms,but there are also national associa- 

tions whose values and behavior may be quite different from the local 

chapters. In recent years the National Association of Homebuilders, 

National Real Estate Board, and Urban Land Institute, the three most active 

national organizations with an interest in land development, have been 

quite active in promo tin^ the use of environmental innovations. We misht 

hypothesize that an entrepreneur who is oriented to this level of oraani- 

zation would be much more prone to innovate in his developments. 

HYPOTHESIS 10: The greater the degree of integration of the 
development entrepreneur in the state-national 
land development industry, the greater will be 
his use of environmental innovations. 

Kationality of Approach -- Land development firms differ a great deal 
in the rigor with which they approach the production of residential land. 

Earlier it was noted thac many of the decisions made are based on no more 

than mere hunches or guesses. Nevertheless, there is evidence that some 

firms are rather rational in their decision-making processes, 

The difference between "rational' and ' irrational" behavior in the 

land development industry may be illustrated by elaboratin~ upon the 



opera t ing  procedures presented i n  the  preceding c h a p t e r .  The f i r s t  s t e p  

i n  the  product ion of r e s i d e n t i a l  l o t s  a f t e r  determining t h a t  a  market 

e x i s t s  i s  t o  acqui re  a s u i t a b l e  s i t &  f o r  t he  development. A " r a t i o n a l i '  

f i r n  w i l l  search  f o r  an appropr i a t e  pa rce l  and i n  t h e  process  cons ider  

var ious a l t e r n a t i v e s .  An ' i r r a t i o n a l "  f i rm  will come ac ros s  a  s i t e  and 

make the l o c a t i o n  dec is ion  without  cons ider in2  a l t e r n a t i v e s .  The " r a t i o n a l "  

f i rm w i l l  op t ion  the pa rce l  while  it conducts va r ious  " f e a s i b i l i t y .  s t u d i e s  ; 

t he  ' i r r a t i o n a l '  f i r n  w i l l  purchase the  pa rce l  and make these  s t u d i e s ,  i f  

a: a l l ,  a t  a  l a t e r  time. During t h e  opt ion  period the  ' r a t i o n a l '  f i rm 

w i l l  conduct land engineer ins  and marke tab i l i t y  s t u d i e s ,  and w i l l  c a l l  i n  

p ro fe s s iona l  engineers  and consu l t an t s  t o  a i d  i n  t he  work. The " i r r a -  

t i o n a l  f i rm  will des izn  the  subdiv is ion  i t s e l f  o r  poss ib ly  use a  surve- 

yor .  The " r a t i o n a l , '  f i r n  will contac t  publ ic  o f f i c i a l s  and mortgage i n t e r -  

mediar ies  t o  s a i n  a p ~ r o v a l  of the  proposed development p r i o r  t o  making a  

dec is ion  t o  purchase the  t r a c t .  The " i r r a t i o n a l "  f i rm  w i l l  con tac t  t hese  

agents ,  i f  a t  a l l ,  a f t e r  purchasing t h e  pa rce l .  The ' r a t i o n a l  f i rm  w i l l  

atterilpt t o  bracke t  t h e  market (have a c t i v e  subdiv is ions  i n  s e v e r a l  p r i c e  

ranges) while  t he  " i r r a t i o n a l "  f i rm w i l l  develop i n  only one p r i c e  range. 

F i n a l l y ,  the  " r a t i o n a l "  firn w i l l  use a  number of s a l e s  techniques,  while 

t he  i r r a t i o n a l  f i rm w i l l  use  only one o r  poss ib ly  j u s t  r e l y  on "word of 

70 / mouth . '"- 

73/ This  d i a l e c t i c  c h a r a c t e r i z a t i o n  of " r a t i o n a l "  and " i r r a t i o n a l "  
W 

land development f i rms i s  based upon Smith, 19G5, OJ. G, pp. 8-31. 



While the adoption of environmental innovations for use in residen- 

tial subdivisions nay not be the result of rational thought processes, it 

seems logical that the firm that is more rational in its approach to land 

development tiould at least be more likely to consider such an alternative. 

Kationality, of course, is a relative concept. Nevertheless, we suggest 

that Eirms which tend to dispay the "rational" operating characteristics 

presented above are more "rational" than other Eirms and are more likely 

to use environmental innovations. 

BYPOTHESIS 11: The greater the degree to which a land develop- 
ment firm searches for land, the greater will 
be its use of environmental innovations. 

HYPOTHESIS 12: The greater the degree to which the firm consi- 
ders alternative tracts of land for the sub- 
division, the Sreater will be its use of 
environmental innovations. 

HYPOTIfESIS 13: The sreater the de~ree to which the firm takes an 
option on a parcel it is considerins, the greater 
will be its use of environmental innovations. 

HYPOTHESIS 14: The greater the desree to which the firm conducts 
feasibility studies prior to purchasin~ a parcel, 
the greater will be its use of environmental 
innovations. 

HYPOTHESIS 15: The greater the degree to which the firm contacts 
public officials prior to purchasing a parcel, the 
greater will be its use of environmental innova- 
t ions. 

HYPOTHESIS 1G: The greater the degree to which the firm contacts 
mortgage internediaries prior to purchasing a 
parcel, the Greater will be its use of environ- 
mental innovations. 

IYPOTHESIS 17: The areater the degree to vhich the firm uses 
professional consultants to evaluate the parcel 
prior to purchase, the Greater will be its use 
of environmental innovations. 



HYPOTHESIS 1;: Tile g r e a t e r  t h e  degree  t o  which t h e  f i r m  deve lops  
land t o  s e l l  i n  more t h a n  one p r i c e  r a n g e ,  t h e  
Z r e a t e r  wi l l .  be i t s  u s e  of env i ronmenta l  innova- 
t i o n s .  

HYPOTHESIS I ? :  The g r e a t e r  t h e  d e g r e e  t o  which t h e  f i r m  u s e s  B 
number of s a l e s  t e c h n i q u e s ,  t h e  g r e a t e r  will be 
i t s  u s e  of env i ronmenta l  i n n o v a t i o n s .  

S t a t u s  of tile En t repreneur  and Firm -- Any change from normal o r  u s u a l  

p r a c t i c e s  i n v o l v e s  a  c e r t a i n  d e p - e e  of  r i s k .  S e v e r a l  s t u d i e s  have i n d i c a t e d  

?hat  i n d i v i d u a l s  w i t h  h i g h e r  s o c i a l  s t a t u s  a r e  b e t t e r  a b l e  t o  e v a l u a t e  

u t i l i z a t i o n  of a n  i n n o v a t i o n  and p u t t i n g  i t  t o  u s e .  I n  t h e  l a n d  develop-  

n e n t  i n d u s t r y  s e v e r a l  " t y ? e s l '  of s t a t u s  nay have a  s i g n i f i c a n t  i n f l u e n c e  

on t h e  u s e  of env i ronmenta l  i n n o v a t i o n s .  One i s  t h e  s o c i a l  s t a t u s  of t h e  

development e n t r e p r e n e u r .  We would e x p e c t  t h a t  e n t r e p r e n e u r s  who a r e  

b e t t e r  educa ted ,  i ~ e a l t i l i u r ,  and have h i g h e r  p o s i t i o n s  i n  t h e  conmunity t o  

7 1 / be somewhat more ?rone t o  i n n o v a t e  and l e a d  t h a n  t h e i r  colleagues:-- 

Another a s p e c t  of s t a t u s  i s  t h a t  of t h e  f i r m .  We might e x p e c t  l a r g e r  and 

expandin:: f i r m s  t o  be more o r i e n t e d  toward r i s k  and the p o s s i b l e  z a i n s  t o  

be had i n  u s i n s  a  new t e c h n i q u e ,  s i n c e  they  have bo th  f i n a n c i a l  c a p a c i t y  

72' These c s n c l u s i o n s  s u g g e s t  that ,  and p o s i t i o n s  of l e a d e r s h i p  i n  t h e  i n d u s t r y . -  

7 1 /  However, i n  an  i n v e s t i p t i o n  of t h e  adopti-on of new a g r i c u l t u r a l  - 
t e c h n i q u e s ,  s t a t u s  was hypo thes ized  t o  be p o s i t i v e l y  r e l a t e d  t o  t h e  adop- 
t i o n  of i n n o v a t i o n s ,  b u t  no r e l a t i o n s h i p  was found empi r i ca l ly .  Rogers,%..%. 

72 /  Wolfe n o t e s  t h a t  l a r g e  s c a l e  2 i rms a r e  more l i k e l y  t o  p r o v i d e  
a n m i t i e s  i n  t h e i r  developments.  Wolfe, z. &., p. 1 2 .  However, a s t u d y  
of a ~ r i c u l t u r a l  i n n o v a t i o n  sugges ted  t h a t  l a r g e r  farm o p e r a t i o n s  would more 
r e a d i l y  adop t  i n n o v a t i o n s  i n  a g r i c u l t u r e ,  b u t  no s i g n i f i c a n t  r e l a t i o n s h i p  
was found e m p i r i c a l l y .  See F r e d e r i c k  C .  F l i c g e l ,  "A F l u l t i p l e  C o r r e l a t i o n  
A n a l y s i s  of F a c t o ~ s  Assoc ia ted  w i t h  Adoptlon of Farm P r a c t i c e s , ' '  R u r a l  
Soc io lozy ,  2 1  (~eptember-December ,  195;), pp. 284-292 .  



HYPOTHESIS 20: The zreater the degree of status of the develop- *%+p* 

ment entrepreneur, the greater will be his use 
of environmental innovations. 

HYPOTHESIS 21: The greater the degree of status of the develop- 
ment firm, the greater will be its use of environ- 
mental innova Zions. 

Market Evaluation - -  Finally, the development entrepreneur's evalua- 
tion of what the consumer wants in a residential lot and what his competi- 

tion is doing nay bear a significant relationship to his use of environ- 

mental innovations. Previous research carried out at the Center for 

Urban and Regional Studies has indicated that in evaluating a potential 

site for development, the entrepreneur is highly conscious of factors 

73 / which may influence the site's revenue potential. - This is indicative 

of a strong, though not necessarily rigorous, mrke t  orientation. ijgw the 

developer perceives consumer preferences could play an important role in 

his decision to use an environmental innovation. We would expect that 

developers who view the consumer as beins orienced toward environmental 

factors, such as the lot or the physical 2nd visual characteristics of 

the neighborhood, would be much more likely to provide environmental 

innovations in their subdivisions. Conversely, developers who view the 

consumer as oriented toward financial factors, availability of services, 

or nearness to places and activities, v~ould probably be less likely to 

use environmental innovations. 

IIYPOTHESIS 22: The greater the degree that the development 
entrepreneur views the consumer as being oriented 
toward "amenity" aspects of residential develop- 
ments, the greater will be his use of environmen- 
tal innovations. 

731' Kaiser, 1366, z. G., p. 78.  - 
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Land d e v e l o p e r s  o p e r a t e  i n  a  h i ~ h l y  c o m p e t i t i v e  f i e l d  i n  which keep- 

i n g  a n  eye on t h e  c o m p e t i t i o n  i s  a v i t a l  p a r t  of t h e  management of any 

f i r m .  There  i s  some i n d i c a t i o n  t h a t  a  good p a r t  of t h e  d e v e l o p e r ' s  

behav io r  i s  dependent  upon h i s  e v a l u a t i o n  of t h e  c o m p e t i t i o n .  Wolfe 

n o t e s  t h a t  t h e  d e v e l o p e r  w i l l  improve t h e  q u a l i t a t i v e  a s p e c t s  of h i s  

development o n l y  t o  t h e  e x t e n t  which he  f e e l s  w i l l  m a i n t a i n  h i s  c o m p e t i t i v e  

7Q/ 
advantaze.-  We e x p e c t  t h a t  d e v e l o p e r s  who see t h e i r  c o m p e t i t i o n  as 

a c t i v e  i n  t h e  p r o v i s i o n  of env i ronmenta l  i n n o v a t i o n s  w i l l  p robab ly  be more 

l i k e l y  t o  u s e  such i n n o v a t i o n s  themse lves .  

HYPOTHESIS 2 3 :  The g r e a t e r  t h e  degree  t o  which t h e  deve loper  
views h i s  c o m p e t i t i o n  a s  p r o v i d i n g  environmental  
i n n o v a t i o n s ,  t h e  g r e a t e r  w i l l  b e  h i s  own u s e  of 
env i ronmenta l  i n n o v a t i o n s .  

b u s i n e s s  o n l y  s o  long  a s  t h e  revenues  f r o u  probucir .~:  i e s i d n i ~ t i c l  l o t s  

exceed t h e  c o s t s  of p r o d u c t i o n .  We a l s o  no ted  t h a t  t h e  c h a r a c t e r i s t i c s  

o f  t h e  s i t e  on which t h e  development t a k e s  p l a c e  p l a y  a v i t a l  r o l e  i n  

t h e  d e v e l o p e r ' s  c a l c u l a t i o n s  of t h e  p r o f i t a b i l i t y  of  t h e  inves tment .  That  

i s ,  , i n  o r d e r  t o  naximize  p r o f i t s  t h e  d e v e l o p e r  must s e e k  a unique mix of 

i n p u t  s i t e  c h a r a c t e r i s t i c s  r e p r e s e n t i n g  h i s  l o c a t i o n a l  d e c i s i o n s .  No 

75/ s i n g l e  s i t e  c h a r a c t e r i s t i c  d e t e r m i n e s  tile optimum decision."--- 

74/ Wolfe, =. %. , p. 13 .  -- 
75/ Weiss, Smith ,  K a i s e r ,  and Kenney, z. c&., p. 75. - 



The relationship between site characteristics and the use of envirm- 

,.lenfal innovations is rather difficult to analyze. Previously, we nothd 

that site characteristics may affect costs, revenues, and nethods of 

production. For instance, physical aspects of the site affect the cost 

of production. Rough topogaphy can mean increased grading costs; land 

that is undevelopable can occasion expensive fill operations, and so on. 

Institutional aspects of the site can result in increased costs where 

the requirements of subdivision ordinances demand more extensive improve- 

ments than the market would normally require. Locational situs charactere 

istics nay effect costs by increasing the costs of coordinating the ele- 

ments of production. Similarly, each of these aspects of the site may 

also affect revenues. Locational characteristics, such as the social 

character of the area, affect the price that m ~ y  be charged for the 

finished product; institutional charactcristics of the site contribute 

to revenues through protection against adverse influences by zoning 

76 / ordinances, and so on.- 

As he evaluates these various elements which contribute to costs and 

revenues, the developer is likely to tradeoff previously unacceptable 

site characteristics with environnental innovations such that he maximizes 

77 / his overall profit.-- In this sense, the use of environmental innovations 

76/ Kaiser, 1366, 2. G., pp. 77-73. - 
77/ This concept has previously been expressed by Ledermann. "It - 

qpears, more often than not, that the cost differential made possible by 
lowred land-inprovenent costs and savin~s in construction has been counter- 
balanced by the cost of increased amenities in the form of recreational 
facilities and landscapinz. Kobert 6. Ledermann, "Land Use Today: '!Jetre 
Over the Treshold, But Barely Inside the Door,' " Journal 52 &mebuildin%, 
(July 1365), pp. 44-45. 



will ~ i v e  the developnent entrepreneur a great deal more flexibility in 

making his location decision. Rather than accepting or rejecting a site 

as a composite package of cost and revenue components, he nay substitute 

environmental innovations, which are not "tied' to a given site, for other 

site characterisitcs, such that he achieves an optimum combination of 

input and output conponents. If this hypothesis is correct, the question 

becomes one of deternining which site characteristics are substitutable, 

thus promoting the use of environmental innovations. 

Physical Characteristics of the Site - -  Physical site characteristics 
iximarily affect the costs of production, but also have an effect on 

revenues. We would hypothesize that physical site characteristics which 

increased costs v7ould nilitate against the use of environmental innovaeions, 

except as they could be combined with an innovation to such an estent that 

the increase in revenues xrould offset t he  increase in costs. 

Price of land --  The cost of land, which is a market valuation of 
physical characteristics as well as locational and institutional character- 

istics, has become an increasing proportion of the cost of new housing, 

78' If one does not rising from 12 percent in 1950 to 19 percent in 19GO.- 

codsider the cost of the structure, land costs may account for over GO 

percent of the cost of preparing land for building. Where the development 

entrepreneur puts much of his capital into raw land acquisition, he is not 

likely to increase his costs by using environmental innovations on the 

781 Chris topher Tunnard and Boris l~ushlcarev, Man-Made America : Chaos 
or ~ o z r o l ,  (New Haven: Yale University Press, 13G3), p. 83. - 
















































































































































































































































































