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Valuation is an Important Subject

• Markets can not function efficiently without 
good valuation.



Valuation is a balancing act
• How accurate versus cost  of appraisal?
• How much data within time constraints?
• Considering 

everything is not
possible……
even if we know
everything matters.



Here we will focus mostly on the 
people that established the field of 
real estate and developed the 
theories and methodologies we 
use today. 



• We will see that all 
advancements in appraisal are 
linked by people.

• We will also see the major 
influences of academics who 
have now spread out to over 50 
major schools in the U.S. and 
several abroad.



Before “Real Estate” was an Industry 
we needed some basic tools

• Adam Smith (1721-1790) Wrote “the 
Wealth of Nations” and talked about the 
workings of markets.

• James Anderson (1739-1808) and David 
Ricardo (1772-1823) developed the theory 
of appropriate rent and returns on land 
value.



Before “Real Estate” was an Industry 
we needed some basic tools continued

• Alfred Marshall (1824-1924) first presented the 
idea of capitalized values of land and buildings.

• Irving Fisher (1867-1947) developed and extended 
the theory of compound interest and maximum 
productivity – something that later became 
formalized as H&B use. 

• William Inwood (1771-1843) extended by 
Hoskold in 1880 published the first PV, FV, 
interest rate factor, payment and sinking fund 
tables.
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The Beginning of Real Estate as 
an Academic Field in the USA

Richard Ely - The Great 
Grandfather of Real Estate

Fathers of appraisal: Richard Hurd, Ernest Fisher & 
Fred Babcock

Their Protégées: Homer Hoyt, Art Weimer
and later on Richard Ratcliff.



Appraisal History Time Line

People

Technology

Theory

1893
Richard Ely

Later 
Founded 1st

RE Program

1903 
Richard 
Hurd
wrote 
Principles 
of City 
Land 
Values

1932 
Babcock

Wrote 
Valuation 
of RE

1954 E. 
Fisher

Wrote

Urban 
RE

1974 
Wendt

Wrote RE 
Appraisal

1949 
Ratcliff 
wrote 

Urban Land 
Economics

1933

Homer 
Hoyt

1965 
Graaskamp
joined U of 
Wisconsin-
stayed until 

1988

1951 
Appraisal 
Institute starts 
writing the 
“Appraisal of 
RE” as 
collaboration”
aka    “ The 
Bible”.

1968 
Homer 
Hoyt 
Institute 
Establish
ed, 1979 
set up as 
think tank 
in Fl. by 
Maury 
Seldin

1958 
Ellwood 
Cap 
Tables 1970 

Ellwood w/o 
Algebra by 
Atkerson

1977 
Ellwood 
After Tax 
by J 
Fisher

1979 
Ellwood J 
factors by 
J Fisher

1982 Personal Computer growth…>

DCF as 
Valuation 
Tech.

AVMs 
promoted 
by Freddie 
Mac

1992->>>>>>> present

Internet connectivity and 

real time data becomes 
reality

Most 
probable 
price 
approach

Definitions 
of value and 
three 
methods 
evolve

Warnings 
about using 
3 approaches 
in all cases

Capitalization 
theory refined

Before 1960 
Simple 
calculators 
and slide 
rules

1968 ….Electronic Calculators Available

1981 
Unified 
Theory of 
Valuation 
by P. 
Colwell
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in all cases

Capitalization 
theory refined

Before 1960 
Simple 
calculators 
and slide 
rules

1968 ….Electronic Calculators Available

1981 
Unified 
Theory of 
Valuation 
by P. 
Colwell



Richard T. Ely, 1854-1943
• Father of Real Estate field in 

the United States
• Established the Institute for 

Land and Public Utility at the 
University of Wisconsin (1920)

• Established the Program in 
Land and Public Utility at the 
University of Wisconsin (1925) 
– a predecessor of the 
Department of Real Estate and 
Land Economics 

• Outlines of Land Economics
(1893)



Richard M. Hurd, 1865-1941
One of our three main fathers

• Principles of City Land Values (1903) –
first book about the theory of valuation

• Introduced two types of values: Intrinsic 
value and Exchange value

• Introduced the modern interpretation of 
“highest and best use” and called it “highest 
utilization”



Frederick M. Babcock, 1897-1983
• The author of the first American appraisal book –

The Appraisal of Real Estate (1924)
• The Valuation of Real Estate (1932) – unified and 

summarized all the appraisal methods and 
techniques, distinguished the terms of “value” and 
“market price”, stated the importance of defining 
the purpose of appraisal – the same year that the 
Appraisal Journal started.

• Three basic appraisal methods were described: 
income approach, market (comparison) approach, 
cost approach but 7 approaches…



Frederick M. Babcock,1897-1983
• Refined  and described seven appraisal methods:  
• 1 market approach 
• 4 income approaches
• 2 cost approaches
• With each one appropriate under very restrictive 

circumstances.
• For the most part, he considered the cost approach 

irrelevant in finding true market value, only a constraint 
on value.

• Later he severely criticized the “correlation” of results 
of appraising by using three approach estimates “The 
Three Approaches” in The RE Appraiser, July, 1970 
and the requirement of 3 methods on the same property.



Ernest Fisher, 1893-

• Worked with Richard Ely at the Institute for 
Research in Land and Public Utility at the 
University of Wisconsin

• Principles of Real Estate Practice (1924)
• Professor of Real Estate at the University of 

Michigan – worked with  Frederick 
Babcock and taught Richard Ratcliff  
(beginning of 1930s)

• Chief Economist at the Federal Housing 
Administration – employed Arthur Weimer, 
Homer Hoyt, and Richard Ratcliff 



Homer Hoyt (1895 – 1984)

• J.D. in 1918 U. of Chicago
• PhD in Economics from the 

University of Chicago 
(1933)

• Federal Housing 
Administration (1934-1940)

• Visiting Professor of Land 
Economics at MIT and 
Columbia University (1944-
1946)



Homer Hoyt (1895 – 1984)
• One Hundred Years of Land 

Values in Chicago: 1830-1933
(1933)

• Principles of Real Estate
(1939) co-authored with Arthur 
Weimer which included the 
promotion of DCF analysis if 
you could get the data and 
handle the calculations.

• His land gift in 1979 resulted in 
the Homer Hoyt Institute Real 
Estate Think Tank and the 
Only Post Doc School in Real 
Estate in the World.



Arthur  M. Weimer (1909-1987) 
• PhD from the University of Chicago (1934)
• Federal Housing Administration (1934-1937)
• Employed by Ernest Fisher and worked with Homer Hoyt 

and Richard Ratcliff
• Also worked with Frederick Babcock
• Professor of Real Estate and Urban Land Economics at 

Indiana University, Bloomington (1937-1979)
• Took time out to serve in the military during 1942-45 

rising to the rank of Major and awarded several medals.
• Dean of the School of Business (1939-1963)
• Principles of Real Estate (1939) co-authored with Homer 

Hoyt 



Art Weimer, 1909-1987, and Fred 
Case, 1918-2000



Fred Case
• DBA Indiana University 1951 studied 

under Weimer.
• Worked under Alfred Ring at the 

University of Florida then started the 
Real Estate Program at UCLA

• Noted for books on Real Estate 
Brokerage

• Also served in the military 1942-46 
rising to the rank of Major, awarded 3 
stars.  



Richard U. Ratcliff, 1906-
A 3rd Generation Father of Appraisal

• Reformer of traditional real estate appraisal 
frameworks

• M.B.A in Real Estate Management and PhD in 
Urban Land Economics and Real Estate from the 
University of Michigan

• Professor and the Real Estate Department Head at 
the School of Commerce at the University of 
Wisconsin Until 1968

• Some of you may have used one of his books?



Richard U. Ratcliff, 1906-

• Economic Life in the Valuation Procedures
(1938)

• Net Income Can’t Be Split (1950)
• Urban Land Economics (1949), Real Estate 

Analysis (1961), Modern Real Estate 
Valuation: Theory and Application (1965), 
Valuation for Real Estate Decisions (1972)



Richard U. Ratcliff, 1906-

• Criticized the use of split capitalization rates by 
land and building components

• Stated that Valuation is an instrument for 
investment decision-making processes – again 
moving us towards DCF type analysis

• Introduced three types of value: Market Value 
(Vp), Subjective Value (Vs), and Cost of 
production (Vc).

• Introduced a new concept of “the most probable 
selling price” - Vp



Leon “Pete” Ellwood, 1896-1974
A man way ahead of his time

• Ellwood Tables for Real Estate Appraising and 
Finance (1959) – “Red Book”

• Revised the mortgage equity analysis technique 
with consistent Inwood type adjustments for 
compounding.

• Developed a generalized equation for calculating 
capitalization rates under various assumptions 
about financing, appreciation and income growth 
rates – a predecessor to DCF analysis and 
consistent with modern DCF.



Paul F. Wendt, 1908-2000
•PhD degree in Economics from  
Columbia University
•Co-founded Real Estate Program 
at the University of California, 
Berkeley (1947)
•Founded the Real Estate 
Program at the University of 
Georgia, Athens (1972)
•Real Estate Appraisal: A 
Critical Analysis of Theory and 
Practice (1956)



Paul F. Wendt, 1908-2000

• Real Estate Investment Analysis and 
Taxation (1969) co-authored with Alan Cerf

• Real Estate Appraisal: Review and Outlook 
(1974) and many key articles

• Early proponent of  DCF analysis as a 
valuation technique for income producing 
properties.



Paul F. Wendt at the Homer Hoyt 
Institute Meetings



James Graaskamp, 1933-1988
•PhD from the University 
of Wisconsin (1964)

•The Head of Real Estate 
Program at the University 
of Wisconsin (1968-1988)

•Started the first graduate  
Ph.D. program in Real 
Estate in the United States 
(1970?)



James Graaskamp, 1933-1988
• Promoted DCF analysis as 

a valuation approach 
(1969) – use all the detail 
possible!

• Criticized “Highest and 
Best Use” term as an 
arrogant and unrealistic 
term – and preferred 
“most probable use”.

• Known for his candor and 
his devotion to his 
students.



Charles B. Akerson, 1922-
Made Ellwood easier to understand and compute.

•Received Bachelor of Arts from 
Tufts University (1947)
•Ellwood without Algebra
(1970)
•Capitalization Theory and 
Techniques (1973, last edition –
2000)



Jeffrey D. Fisher, 1947-



Jeffrey D. Fisher, 1947 -

• PhD from Ohio State 
University (1980)

• Director of the Center 
for Real Estate Studies 
and Professor of 
Finance and Real Estate 
at the Indiana 
University School of 
Business



Jeffrey D. Fisher, 1947 -
• Ellwood after Tax (1977)
• Ellwood J Factors (1979)
• Virtually showed how 

Ellwood equated to a 
DCF analysis even using 
after tax returns.

• Wrote RealDCF, 
developed computer 
assisted Valuation 
techniques for the AI and 
authored the first on line 
real estate courses.



Peter Colwell and Roger 
Cannaday, circa 1981



Peter Colwell in 2002

• Professor at the 
University of Illinois 
at Urbana Champaign

• Homer Hoyt Faculty
Emeritus

• Famous at HHI 
sessions for his line “I 
don’t get it!”



Peter Colwell and Roger Cannaday

• A Unified Field Theory of the Income Approach to 
Appraisal (1981) in the Real Estate Appraiser and 
Analyst (3 parts)

• Discussed  all the known methods and assumptions of 
the income approach as well as DCF approaches to value 
and explained the difference in assumptions or how to be 
consistent in terms of the assumptions used when using 
multiple techniques.

• Showed that variations of the income approach can be 
viewed as special cases of the Ellwood technique. 



Wayne Kelly, Don Epley, 
Phillip Mitchell

• A Requiem for Ellwood (1995) Appraisal Journal
Stated that DCF analysis should be used instead of 
Ellwood technique – but they didn’t know that not too 
many people used Ellwood anyway.



Kerry Vandell, 1948- and Hugh Nourse, 1933-
Both Homer Hoyt Faculty Members

Nourse
developed

• Nourse: While at U. of 
Illinois taught Ron 
Racster and Hal Smith. 
Nourse with Bailey and 
Muth developed paired 
sales analysis and repeat 
sales techniques for the 
analysis of specific 
influences on value and 
price trends.  Vandell
took over a few years 
after Graaskamp at U of 
Wisconsin.  



Ron Racster, Maury Seldin and 
Hal Smith



• Ron Racster: PhD University of Illinois where he 
studied under Hugh Nourse, Robert O. Harvey and 
Jerry Dasso – established the Center at OSU –
joining Leo “Leverage” Stone.  Now the Dean of 
the advanced studies Weimer School at the Homer 
Hoyt Institute.

• Maury Seldin – DBA Indiana – Professor at 
American University and Founder of the Homer 
Hoyt Institute in Florida and HHI _ ASI 1982.

• Hal Smith – DBA at University of Illinois and 
continued the program at the University of Florida 
started by Al Ring.



Ron Racster, Maury Seldin and 
Hal Smith Again About 1987



There are countless other contributors to the 
literature who have considered lender perspectives, 
inflation and advanced multiple regression methods 
of valuation and more.  These include:

• Bill Kinnaird, Al Ring, Harry Atkinson, 
Ken Lusht, Austin Jaffee, John White, 
Steven Messner, Stephen Roulac, Kelly 
Pace, and others.



What have we learned from all this?
• The biggest contributions came from people 

named “Richard”? 
• It turns out that most of the thought leaders 

were extremely critical of the industry they 
helped to create and shape.

• Most of the evolutions we have seen in 
theory and methodology don’t occur in a 
vacuum. Each major contributor has studied 
under a leader in the field and built upon 
this foundation.



And note most thought leaders lived a 
long time… i.e. Ely 89, Babcock 86, 

Wendt, 92, Hoyt 89, and Marshall 100.



What else have we learned by 
looking back so far?

Babcock, Ratcliff and Graaskamp were critical of 
becoming too static.  Ratcliff said 

“Don’t be put in a methodological 
straight jacket…………don’t be too 
pre-conditioned not to use a little 
common sense.”



It is exceptional situations or new 
problems that require and invoke new 
methods of valuation.  This is how the 
field progresses.

Yet, there remains a lag from the time new 
theory and methods are developed until we see 
full industry implementation – so it is our 
responsibility to shorten that lag by continuing 
our own education and development.



We have seen that appraisal 
methodology is not static 
and never has been.  
• We have never done it the same way 

for 25 years and we won’t do it the 
same way 25 years from now.



And note how the field has 
grown.

Appraisal was  spin off from the Real Estate 
Boards in the late 1920’s.

In 1933 the Appraisal Journal had 256 
subscribers.   Today they have thousands.

Trivial Pursuit: Who was the first MAI?



The first MAI was:
Philip Kniskern.



Note the influence of our “top” real estate programs

• 1900-1970 
– University of Chicago, U. of Michigan, Wisconsin, and 

Columbia

• 1970-2000
– Wisconsin, Indiana, Ohio State, MIT, Wharton, Berkeley, 

University of Georgia, University of Cincinnati, UNC, LSU, 
Georgia State and University of Connecticut and many others.

• 2000 – 2025? – more international?
– Wisconsin, MIT, Wharton, University of Cincinnati, NUS 

(Singapore), Berkeley, Columbia, Connecticut, USC, 
University of San Diego, UBC, Georgia, VCU, DePaul and 
hundreds of others.



Where are headed over the next 25 years?



Residential Appraisal Trends

Continued implementation of AVMs (automated 
valuation models) especially for lower LTV 
mortgage situations and typical property.

Freddie Mac can dominate this market and 
bundle appraisals with mortgage processing if 
they wish.



Some More Prognostications
• Clients will put pressure on appraisers to 

reduce limiting conditions which will in turn 
lead to conditional valuations.

• I.e. If this then happens then that value  
(if this vacancy or rental growth rates 
occur or that equity yield is required)

• Single point and ranges of values for 
both residential and commercial 
property

• Estimations of probabilities of 
exceeding a certain value



For example:
• Based upon the following assumptions 

we have a 72% probability that the 
property value exceeds $1,250,000.

72%



Appraisers will continue to compete on 
speed producing reports faster and with 
little change in fees – this will force 
appraisers to continue to automate 
wherever possible.
• But note that commercial valuation automation 

modeling efforts are not likely to succeed for some 
time.



DCF and direct overall cap rate approaches 
will continue to dominate income valuation 
with more emphasis on assumption support.

• Appraisers will continue to expand into business 
decision support including: 

• Feasibility analysis and site analysis as well as 
• Risk analysis
• Competent professionals with common sense will 

continue to do well but they may feel like they are 
walking up a down escalator at times.



Using my photo from about 25 years ago…. 
Here’s to the next 100 Years!



“The Academic Roots and Evolution of Real 
Estate Appraisal”

• By Norman G. Miller
• nmiller@sandiego.edu
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