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OregOn’s Business  
and Tax ClimaTe 
– A mAtter of who you Ask...

I often read in editorials, on blogs, 
or hear from politicians, and some-
times from business owners how 
expensive and unfriendly Portland 
and Oregon’s business and tax 
climate is compared to other states.  
These blanket statements are easy 
but mask the complexities of  a 
given state of  city’s economic at-
traction and vitality. Some familiar 
comments I seem to hear revolve 
around the intention by a par-
ticular business owner’s intention 
to move to a more friendly state 
or how the the People’s Republic 
of  Portland does not care about 
business or jobs; or how Portland 
overtaxes and over-regulates with 
no accountability. While much of  
this type of  opinion gets ratcheted 
up during elections (especially with 
the recent tax Measures 66 & 67 
debate) or more recently during re-
cessions when our unemployment 
rate was in the top 5 nationally for 
many months. But like in many re-
lationships, there may be 20 things 
that are positive but if  there are 
2-3 items that are a problem that is 
what seems to get the bulk of  the 
energy and attention.  

The long limbo for many property owners that are in the path of the com-
ing Light Rail project to Milwaukie is starting to come to an end.  Many 
property owners have known for several years that their property would 
be slated for right of way acquisition for light rail when the alignment 
options became public over 2 years ago.  Once this took place, many 
property and business owners could not sell their property and obviously 
did not want to make any major improvements or expansions when they 
would have to move anyway. They  just had to wait which has been some-
what excruciating.   

The alignment got tweaked a couple of times and funding took several 
swerves accompanied by the typical delays of projects of this magnitude 
while  many businesses and property owners were left in a uneasy limbo 
about when and how their properties would get acquired or more impor-
tantly what sort of price they  would receive.  As one property owner told 
me “You feel less in control and it makes it very difficult to plan or make 
investments in your facility and business if you know you are going to 
have to move”. 

Bridging

This newsletter authored by Todd DeNeffe, founder and owner of Cascade Commer-
cial Real Estate, covers a variety of important issues and developments in the Central 
Core and beyond.  This demonstrates Todd and Cascade Commercial Real Estate’s 
knowledge, understanding, and expertise in this important marketplace.

For any questions, input, requests for additional information or superior commercial 
brokerage services contact:  Todd DeNeffe
503-228-0734
cascadecommercial@integraonline.com
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After this group, the priority of 
what properties receiving offers 
sooner than others is determined 
by the engineering and construc-
tion needs of the project “The 
properties that are targeted first 
mostly involve where we will need 
to do utility work which always 
comes first in this type of project 
such as upgrading of sewers some 
of which are close to a 100 years 
old in areas.”  Trimet has hired a 
third party that they have worked 
with on many other light rail seg-

ments, Universal Field Services, 
that is a national right of way ac-
quisition firm that handles many 
of the details of property acquisi-
tion and relocation. 

Ray Brossart, owner of Araje Sheet 
Metal, was one of the first firms 
in the hardship program and also 
one of the first to make a deal 
with Trimet which paid $2,171,000 
for his 30,000 sf manufacturing 
facility on SE McLoughlin last 
September.  “We really needed to 
make a move sooner rather than 
later so when the final alignment 
was agreed upon I set a meeting 

(continued from page 1)
Many businesses in the path of 
light rail have been in the same 
location for decades and have 
substantial investments in elec-
trical and mechanical systems in 
their buildings not to mention 
equipment and inventory that 
could cost hundred of thousand 
of dollars to move or duplicate 
elsewhere.  Throw into the mix 
that it is difficult to find accept-
able buildings to purchase or even 
lease with the right characteristics 
and in a location that is accept-
able to owners 
and employees. 
All told there 
have been some 
frustrated and 
nervous prop-
erty and business 
owners in south-
east Portland 
over the last few 
years.  

Now with fund-
ing set and final 
engineering tak-
ing place, right of 
way acquisitions 
of the almost 
140 separate 
parcels targeted 
for acquisition are now picking up 
speed. “We have made offers on 
about 40% of the parcels slated 
for acquisition”, says John Baker of 
Trimet. “It will be at least a 2 year 
process or longer to accomplish 
all these deals so presently it may 
take until early to mid 2013 before 
we get it all done.” Baker predicts.  
He goes on to explain that there 
were around a dozen property 
owners that were in the early 
“Hardship” category that demon-
strated that they needed to have 
their properties acquired early.  
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with Trimet” Brossart says.  It took 
almost a year but Brossart was 
able to make what he thought 
was a fair deal. “Overall the pro-
cess with Trimet and their contrac-
tors was relatively painless and I 
think both sides compromised to 
get a deal done”.   His company 
found a 25,000 sf bldg just down 
McLoughlin that is just outside 
the city of Portland that his com-
pany has just moved into.  “Find-
ing a building was not easy and 
we are glad we are outside the 

city of Portland 
and still close 
to our previous 
location.” Bros-
sart explains.  
This lament of 
moving outside 
the Portland city 
limits and away 
from the busi-
ness license tax 
and what some 
business per-
ceive to be the 
less than friendly 
business climate 
in Portland and 
perceived higher 
regulatory 
constraints is 
not uncommon 

from business owners that are 
relocating due to Milwaukie Light 
Rail.

“We thought we would have 
an offer by now but it looks like 
November I am told by my Trimet 
contact” so says Gary Manches-
ter the owner of several parcels 
along southeast Gideon where 
the company(American Heating) 
he started, grew and sold to two 
key employees is located. “We 
were in no hurry but the company 
did need to find a new location 
so they can plan for the future.” 
American Heating recently pur-
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chased a 60,000 sf building over 
near the Brooklyn train yards they 
will be relocating to either late 
this year or early 2012. 

At least one firm that is more 
financially capable decided not 
to wait around, Portland General 
Electric which has several opera-
tions along SE 17th which will be 
displaced, moved ahead and 
bought a former Coca-Cola distri-
bution facility on 10 acres in Tuala-
tin earlier this year to move some 
of their warehouse and support 
operations.  “It was an opportunity 
to upgrade some of our opera-
tions and get more space as we 
were cramped in the Central East-
side and with light rail coming we 
wanted to get the process going if 
we found the right property”. Says 
Mike Livingston PGE real estate 
manager who thought he would 
have Trimet offers by now but is 
also still waiting. Baker at Trimet 
confirmed the delays experienced 
by PGE and American Heating. 
According to Baker, several offers 
that were pending got delayed 
because they were not able to get 
their environmental assessments 
done promptly and the six month 
window that which the apprais-
als are valid closed therefore they 
had to go back and “update” the 
appraisals which delayed getting 
proposals out to certain property 
owners.

One aspect that gets lost is 
that certain firms in the close in 
neighborhood that are not being 
acquired but have major industrial 
operations adjacent are being 
adversely affected.  “We move 20-
25 large trucks in and out of our 
operations every day, and when 
light rail and the new transit sta-
tion at 12th Clinton is built there 
will be tons of pedestrians and 
bikers that will not mix well with 

big trucks.”  says Pat Merriman,  an 
owner of Mason’s Supply Com-
pany which has had operations 
on 12th and Clinton for over 80 
years. Mason’s has been meeting 
on and off with Trimet for over 2 
years to try and solve some of the 
potential conflicts that are certain 
to arise with the trucks and riders 
that will be competing for space 
in the neighborhood. “We love 
the location and have been here 
for decades so we want to try and 
make this work but with both the 
future potential congestion and 
dislocation from construction 
makes staying here difficult and 
potentially dangerous”. Merriman 
observes.

So far there is a mix of reactions 
to the offers Trimet has made.  In 
some cases you have to wonder 
where there is any rhyme or rea-
son to the valuations.  Trimet paid 
$400,000 for a small wood frame 
office building on less than 8000 
sf of land 2 years ago on SE 17th  
which is a real head scratcher.  
While Araje Sheet Metal’s price 
seems in line with other deals 
in the marketplace for industrial 
production buildings, a recent 
closed sale for a 32,000 sf building 
again on SE 17th Avenue at $142 
seems ridiculously high.  Most of 
the property owners I know have 
“lawyered” up and a couple have 
even hired appraisers to present 
their cases for higher values to Tri-
met.  It will be interesting because 
as deals close and the prices get 
recorded and are public record 
other property owners in nego-
tiation or waiting for offers will 
have what looks like some pretty 
good ammunition to demand 
some healthy numbers for their 
properties all against a backdrop 
of generally challenged industrial 
real estate market. 



OregOn’s Business and Tax ClimaTe - A mAtter of who you Ask...
(continued from page 1)  
While it is difficult to come to any sort of  
consensus about Portland and Oregon’s 
ability to both retain, grow and attract 
business as well as the exact monetary 
nature of  the business climate, it is 
interesting to look at some more recent 
national barometers and measurements 
of  Oregon’s business atmosphere. There 
are some ways to look at fact based 
information that measures actual tax 
burdens and costs. But even with these 
types of  metrics, a business’ view of  its 
operating environment can not be just 
about taxes or numbers but can also 
depends on the type, scale and loca-
tional needs and inputs that a business 
requires. A solar company is affected by 
taxes and values certain aspects of  their 
operating environment different than a 
steel company or a food distributor.  A 
business that consumes large quantities 
of  power and water will make decisions 
on facilities and capital investment much 
differently than a software company or 
a shoe designer. There are also many 
stories of  the CEO or a majority owner 
who just likes living in a certain place 
or has roots in a certain area and that is 
where the business remains or locates…
how do you measure or plan around 
that?  Did Chris King Components, a 
maker of  bike parts move 60 employees 
and its corporate HQ to Portland solely 
based on tax issues?  Probably not.  It 
was more related to Portland’s world 
renown bicycling culture, quality of  
life and access to bicycle related skilled 
labor and support services which does 
not show up in the “numbers”.   The 
same could be said of  Yakima Racks and 
Hi-Tec Shoes which recently relocated to 
Portland, while the opposite can be said 
of  firms like NW Pipe, and Louisiana 
Pacific that left the state.  Firms move 
and make investments for a large assort-
ment of  reasons some very apparent 
and measurable and others not so much.  
Why is Google, Facebook, Apple located 
and actually expanding in California that 
often finishes in the bottom five of  many 
surveys?  Other studies and polls can be 
more anecdotal or perception based but 
sometimes just as important  such as a 
recent CEO’s survey of  best states for 
business.

The Tax Foundation seems to be 
the “gold standard” of  forthright and 
unbiased detailed information on data 
on taxes and spending in the US. They 

have for close to two decades published 
their version of  the State Business Tax 
Climate Index to gauge how  state’s tax 
systems compare.  Their methodology 
compares states on five separate aspects 
of  their tax systems and adding up the 
results to a final overall ranking. Their 
2011 rankings has Oregon 14th best 
which out of  50 states is fairly impressive 
and counters the anti-business and high 
tax lament that sometimes comes from 
some Oregon businesses. Washington 
came in 11.  South Dakota was 1 and 
Texas 13th. The more troubling aspects 
of  the study places Oregon 45th in the 
Corporate Tax Index and 46th in the 
Individual Income Tax.  What helps us 
was our high ranking on not having a 
sales tax and, while you may not believe 
it, our property taxes are relatively low. 

A recent less statistical approach by 
CNBC, the revered business news televi-
sion channel, ranked states based on data 
for 2010 which looked at 10 different 
measures of  competitiveness and it gave 
Oregon a ranking of  27th .  Washington 
was 20th  with Texas and Virginia at 
the top.  This looked at more subjective 
categories like Quality of  Life; Educa-
tion: Access to Capital and Transporta-
tion and Business Friendliness so hard 
numbers 
and data 
was less a 
part of  the 
rankings.

One recent 
survey 
which got 
a lot of  
play in the 
Portland 
press last 
year was a 
survey done 
by CEO 
magazine 
which I think is at the most subjective 
end of  the spectrum.  They interviewed 
500 CEO’s which graded the states on 
a variety of  categories, some that can 
be measured and others more opinion 
based or anecdotal such as taxation and 
regulation; workforce quality and living 
environment.  Oregon finished 33rd this 
year up from 38th while Washington was 
close by at 34th. California, Illinois and 
NY brought up the rear. The point made 
often about this survey is that while 
these perceptions of  CEO’s whether fact 

based or not have significance because 
CEO’s of  companies have a large influ-
ence in the company’s decisions for facil-
ity investments. 

A recent compilation by Paul Warner, 
state Revenue Officer and his staff  cov-
ers tax collection data where Oregonians 
pay by average $7,663 which is 17th 
best. The big thing to Warner is that ever 
since the 90’s Oregon’s personal tax bur-
den per capita has been going down and 
surprisingly they looked at the impacts 
of  Measures 66 & 67 and found it had 
almost negligible impact on the rankings.

Finding decent survey or rankings on cit-
ies is a bit more difficult and the informa-
tion is less poignant and comprehensive.  
The best and longest running rankings 
come from MarketWatch which looks at 
14 different metrics for cites and again 
some of  these are measurable and others 
not as much.  Portland came in 56th 
out of  102 cities while Seattle cruised 
upward to 10th for 2011.  This is very 
telling.  What would be more interest-
ing is getting a good comparison of  
more direct inputs such as water, sewer, 
electricity and gas costs.  Or better yet a 
comparison of  development or construc-

tion fees 
like those 
dreaded 
SDC and 
TIF charg-
es from city 
to city.  If  
possible, a 
comparison 
of  time, 
costs, and 
regula-
tions a city 
requires 
for a given 
facility 

investment could be telling and shed 
light on some of  the costs and difficulties 
Portland’s codes can sometimes inflict on 
even the most basic of  facility invest-
ments.  As one large industrial employer 
told me “ We renovated a small part 
of  our manufacturing facility in order 
to expand our product line and add 
employees and it took over a year to get 
permits and they made us do all sorts of  
unrelated improvements such as provide 
bike parking and significant landscaping 
in a heavy industrial area that just did 
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not make sense.” 
Lastly one very interesting study done by 
the big accounting firm Ernest & Young 
and the Council on State Taxation try 
to correlate all taxes associated with new 
capital investment and business input 
purchases with a states economic perfor-
mance. Overwhelmingly they could find 
no connection between a state’s invest-
ment tax burdens and a state’s economic 
performance which was measured by 
many standardized methods.  Factors 
such as the access to high quality human 

capital, existence of  an environment of  
entrepreneurship and innovation, avail-
ability of  crucial input support services 
and the existence of  high quality trans-
portation and education infrastructure 
are often mentioned as just if  not more 
important than tax implications.
What does it all mean?  Generally 
Oregon has a better business environ-
ment than most think and much of  
the “stone throwers” who like to bash 
Oregon would probably do it even if  
Oregon ranked 1st in every survey out 

there.  But digging a little deeper into 
Portland’s more specific input costs and 
what is required for the construction and 
renovation of  industrial facilities will 
reveal some “unbalanced costs” com-
pared to many cities. We are not going 
to out compete Oklahoma City on costs.  
Overall, businesses that invest, grow and 
relocate and are “footloose” enough to 
consider multiple locations have numer-
ous and varied factors to consider that 
are often unique to that firms structure, 
size, industry, customers and inputs.

The roof was leaking and needed a half million dollar fix; the largest 
tenant had moved out and the other tenants were complaining, Code 
violations were numerous; the owner was “done” with the hassles of 
managing and trying to fix an old building and also was basically out 
of money. The bank was getting ready to foreclose.  Most real estate 
developers/investors would run screaming away from such a situation.  
But Kyle Bertelsen of Alliance Development Group LLC got all giddy 
and excited about such a mess “I really like taking these complex real 
estate projects and assembling the right team to sort them out and 
make them perform”.  

Bertelsen, who who spent 5 years with OPUS Northwest before they 
imploded a couple of years back was looking for a unique project. 

“These buildings have a lot of cool  characteristics with the façade, the separate connected buildings, over 50 parking spaces, 
a close in location and the ability to buy it right just made for an ideal fit for me” he admits.  The building which during its 
history was a movie screening and distribution company headquarters in the 30’s and 40’s, totaled over 65,000 sf and sold for 
$2 million. It is located between Widmer and the Rose Garden, on North Tillamook with a good location and close proximity 
to freeways, the Pearl District, downtown and to light rail. “The area along Interstate and Russell has really come along quietly 
in the last decade with both traditional businesses and many smaller, entrepreneurial outfits that seem to like to cluster to-
gether.  We made several lease deals just from one tenant talking to people they do business with who were also looking for 
space” Bertelsen explains.  He lost one large tenant initially but quickly backfilled the space with a classic motorcycle manu-
facturing company and a softball training video company.  

Bertlesen did not try to over-improve the building but stuck to the basics by using simple materials and upgrading power, 
lighting, plumbing and heat.  He revised the circulation to simplify it and create a variety of tenant unit sizes.   “The tenants  
are looking for clean, dry spaces with good power and lighting as well as parking, and they like to take it from there to create 
their own sort of environment.” Bertelsen discovered.  His biggest nut to crack was a $400,000 roof job which is just some-
thing you cannot scrimp on. 

He has already cashed out the Bank of the Cascades, the underlying mortgage holder with better financing and received a 
nice bump in his investment with significantly higher valuation from a recent appraisal.  The CPR he performed on this build-
ing only has Bertelsen anxious for another similar project. “My experience with this project has led me to believe that there 
is a very strong demand for these funky close-in buildings if they can be redeveloped to meet the needs of these small ten-
ants and remain affordable.”  Bertelsen admits finding just the right sort of property has and will continue to be challenging 
but he is prowling for more “unloved” properties in the close in neighborhoods to duplicate his initial success.  
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PDC Central eastsiDe 
“BranDing” effort reCeives MixeD resPonse.

The Central Eastside, even in the last few years of economic carnage, has shown an uncanny resiliency and 
strength in attracting businesses and development. “The Central Eastside has continued to be an economic 
driver for the city because it has maintained its eclectic industrial character with a multitude of relatively 
inexpensive space options in the heart of the city with great access and all sorts of services for new and ex-
panding businesses”, says Peter Fry, a planner who has been a vocal and progressive activist for the Central 
Eastside for over 2 decades.  

There has been various articles in both print and on the internet touting the entrepreneurial energy and 
new business formation even during the latest recession, whether it is the resurgent development along 
Burnside, Olympic Mills, or the plethora of new breweries and distilleries, the Central Eastside has much to 
crow about. This success has many who own property and operate businesses in the district wondering a 
bit about a recent $250,000 branding effort being undertaken by the PDC for the area. Dave Lorati, presi-
dent of the Central Eastside Industrial Council and long time owner of a business in the Central Eastside 
questioned the effort in a recent DJC article. “If the city really wanted to encourage entrepreneurs it would 
not need a PR firm funded by tax dollars but rather should concentrate on keeping the area’s costs of do-
ing business reasonable”. These viewpoints are shared by some of the businesses in the district that has a 
historically deep and complex relationship on how and to what extent the funds from the Central Eastside 
Urban Renewal Area are invested into the district. 

One long time business owner was more poignant in his thoughts that this latest use of Urban Renewal 
Funds are a symbol of something bigger , “From the esplanade, streetcar, light rail to low income housing 
renovations, many in the district feel that from day one precious urban renewal dollars have been used 
more for large public projects of questionable benefit rather than addressing issues related to keeping the 
district affordable, accessible and safe and most of all be a help in creating jobs” As the urban renewal area 
limps towards its sunset in 2018, much of its tax increment resources are committed out several years much 
of it to the aforementioned large projects while many think everyday concerns related to business develop-
ment, safety, freight movement, seismic upgrades, parking etc. have not been adequately addressed. 

Trang Lam, senior project manager for the PDC understand these long term concerns but believes this 
latest branding effort is a effective way to capture, organize and communicate the energy, spirit and en-
trepreneurial power of the district for a very attractive price.  “This effort is a way to “bottle” the district and 
really give it an identity and cohesive story that can be communicated in some exciting ways to help foster 
business investment and job creation”  A public relations firm, R West as already been selected and will soon 
be conducting interviews and focus groups to help mold the branding strategy.  This may involve a catchy 
moniker or logo for the district (Think Pearl District but a bit more edgier). The Entrepreneurial District 
seems to be something that has been bandied about and may be part of the brand but Trang says this will 
be a process that will have lots of input and give and take.  “There will be plenty of opportunities for all sorts 
of stakeholders in the district to provide ideas and input and there will be a finished product that can be 
used in a multitude of productive ways by legacy businesses, property owners, developers, investors, start-
ups, etc.”  



Henry “HF” Frank Phillips loves to build things.  He is 
an admitted “buildaholic”. “There is no doubt that I do 
relish creating and building structures and developments 
that benefit people, businesses and neighborhoods”, Phil-
lips relates. He built the present building he occupies on a 
irregular site butting up against Interstate 5 off Water Av-
enue and wedged underneath various overpasses 14 years 
ago and has bought and renovated numerous buildings 
throughout Portland as well as several residential proper-
ties. The owner of what is now an international distribu-
tor and manufacturer of store fixtures, HF was almost 
disappointed with his latest addition to his firm’s facilities 
in Portland. Phillips along with his family owned com-
pany, Grand & Benedict’s recently closed on a 200,000 sf 
headquarters facility for the relocation of his company to 
Milwaukie which was formerly owned by Holman Distri-
bution. This expansion and relocation was prompted by 
Union Pacific’s desire to acquire his existing property to  
expand connections of their rail line that runs next to 
his building. “UP approached us last year to acquire our 
property to streamline and expand the connection of 
their rail lines to the south and there really was not a way 
that could be done without taking our property” Phillips 
explains. After appraisals and months of negotiation an 
acceptable price was determined and UP closed on the 
property a couple of months ago which correlated with his 
latest purchase which totalled $8 million. Knowing that a 
deal would get done, Phillips has been on the prowl for a 

new location for close to a year with his emphasis
centered on central core land sites so he could feed his 
appetite for creating a ground up development. He made 
a run at the well located 10 acre Oregonian site located at 
the nexus of NW Yeon/Nicolai and 405 in northwest Port-
land but just could not make the site’s internal circulation 
work for the type and size of the building he wanted to 
create. “Finding a good core site with the acreage and lo-
cation we needed just was not in the cards so the Holman 
building which sits next to another warehouse we own 
made the most economic sense”, Phillips admitted with a 
hint of reluctance. Union Pacific fortunately will not be 
destroying Grand & Benedicts entire building they now 
own but will take down much of the warehouse portion 
but maintain the office portion where they will move their 
regional offices into sometime next summer. Holman Dis-
tribution which has occupied their building in Milwaukie 
for decades had entertained a sale and move of their op-
erations out of this facility for years as the older building 
has gradually become less efficient for their operations due 
to its age, lower ceilings and shift in their business model. 
Bob Harrington of Holman says “We were not actively 
looking to sell this property but since we got a reasonable 
offer we thought that the timing was good and the build-
ing was no longer an important location for your business, 
that we would sell”. Holman has until next spring to move 
and they will be relocating offices and their Milwaukie 
operations to their warehouse complex in Clackamas.

grand & benedicts
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She understands the main goal of this effort is to pump up the 
cool, edgier, yet cost competitive environment of the Central 
Eastside that is close to all types of business services and com-
municate that the Central Eastside is very conducive envi-
ronment to starting and growing a business.  R West should 
have their first draft of their branding program by this fall.  An 
ancillary effort to the branding strategy is also to target several 
property owners to “partner” with the PDC with the goal of tak-
ing an underutilized building and provide some funds to help 
in the effort to create smaller entrepreneurial spaces for start 
ups or small growing firms.  “We will have some funds available 
to help targeted property owners to reposition and redevelop 
a building that may be empty or underutilized to create spaces 
that will cater to new and expanding firms”.  The branding ef-
fort then will be able to both promote the attractiveness of the 
district and then when firms and investors show serious inter-
est they will be able to marry that interest with tangible space 
opportunities.
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A vital element of the Portland-
Milwaukie Light Rail Project is 
a new bridge across the Willa-
mette River. In Portland, the city 
of bridges, this will be the first 
span built over the river since the 
addition of the Fremont Bridge in 
1973.

The Portland-Milwaukie Light 
Rail Bridge will be distinctive in 
the United States, carrying light 
rail trains, buses, cyclists and 
pedestrians and, in the future, 
streetcars. The bridge will not 
accommodate private vehicles, 
although the structure will be 
designed to allow emergency 
responders to drive on it if neces-
sary. Importantly, this bride will 
also add capacity to the region’s 
overall transportation system by:
•  Relieving the Steel Bridge from 
being the only eastside light 
rail connection with downtown 
Portland
•  Creating new access points to 
important destinations such as 
Portland State University; Or-
egon Health Science University 
(OHSU) the Central Eastside and 
OMSI. 
•  Reducing commute pressure 
on other bridges by offering ef-
ficient alternatives
•  Reducing travel times and costs 
for three important bus lines
•  Providing bike and pedestrian 
access to existing and planned 

LIGHT RAIL BRIDGE

greenways  
and bike routes on either side of 
the Willamette River.

ALIGNMENT & DESIGN
Many community members in-
cluding an assortment of neigh-
borhood groups, businesses, 
project partners and concerned 
citizens came together with 
the help of engineers and de-
signers to study both the best 
alignment and bridge type.  The 
alignment selected on the west 
bank begins at the property line 
between OHSU’s future South 
Waterfront campus and Zidell 
Marine Corp. just north of the 
Ross Island Bridge (right where 
Cirque d’Soleil has its tents).  The 
landing on the east bank will 
be just north of Portland Opera 
facility and south of the main 
OMSI parking lot. After looking 
at numerous designs, a flowing 
cable stayed bridge type was 
agreed to most represent the 
Portland aesthetic. It will have 
two in-water piers and towers 
and two landside piers.
Designers have made the inte-
gration of bike and pedestrian 
facilities along with ADA access 
a project priority.  The bridge 
will have two 14 ft paths, one for 
bikes and pedestrians on both 
sides for a total of 28 ft of pe-
destrian and bike facilities, more 
than any other bridge in the 

region. There also be additional 
areas near the two towers for 
viewpoints.
Connections for bikes and pedes-
trians will be numerous on each 
side of the river and will grow 
as south waterfront gets built 
out and on the eastside when 
numerous connecting bike and 
walking routes get completed.  

CONSTRUCTION
Bridge construction will be an 
orchestration of men and ma-
chinery on a grand scale.  Water 
construction can only take place 
during a four month window 
from July 1st through October 
31st due to salmon concerns.  
You have probably already 
seen the barges and cranes in 
the river.  Two temporary work 
bridges and two cofferdams 
will be put in place during this 
time.  A cofferdam basically is 
a water tight tube constructed 
in the middle of river down to 
the river bottom allowing a dry 
work area to construct the piers 
into the bedrock and which the 
support towers will rest.  From 
there the bridge deck from each 
tower outward. An equal section 
of bridge deck is constructed on 
each side of the tower, followed 
by installation of its  supports.  
The cable that holds the deck in 
place is threaded from the tow-
ers to the deck sections as each 
section is created. As it length-
ens, the bridge span will connect 
above the middle of the river 
with a center closure pour and 
then to the landside span por-
tion on each bank. 
Bridge construction is scheduled 
for completion in 2014 but signal 
and power systems for light rail 



and the bridge lighting service 
must be installed and connected 
which will mean the bridge will 
be operational for light rail in 
2015.

BRIDGE DETAILS 
Height of towers, from pier cap 
to top=180 feet
Total Length = 1,720 feet
Length of midspan between tow-
ers = 780
Typical width of span = 72 feet
Maximum width at towers = 107 
ft
Maximum speed of buses or rail 
vehicles on bridge = 25mph
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A multi-use bridge will carry Portland-Milwaukie light rail, TriMet bus lines, cyclists and pedestrians across the Willamette River.

To PSU

OMSI

To SE Portland, 
Milwaukie and 
north Clackamas 
County

Future OHSU
South Waterfront
campus

You have to give Joe Paine some credit on his tenac-
ity. One of the owners of American Heating which 
employs 140 people on S.E.Gideon in the Central 
Eastside is one of the largest employers that is get-
ting displaced by the coming Milwaukie Light Rail 
Project.  “It has been a long journey but finally we 
have a place for the relocation of our business and it 
is close to our present location which was a priority” 
Paine says referring to his recent purchase of a 60,000 
sf warehouse on Southeast 24th near the Brooklyn 
train yards.  This building which formerly housed the 
Nicolson’s Company has been on the block for close 
to 3 years, but with a down market and building’s lack 
of parking and truck staging, along with a unrealistic 
price, it collected dust.  “This building was always on 
our radar as we wanted to stay in the southeast area if 
possible and when the price started coming down and 
then it finally went into foreclosure, we thought that 
even with the building’s shortcomings it could work 
for us if the price was low enough”. Paine went on de-
scribe how he tracked the foreclosure process through 
the trustee and even went down to the courthouse 
steps for “research” in preparation for making a bid on 
the building. “You always hear about these auctions 
on the courthouse steps so it was really interesting to 

see how it actually happens and how to make the right 
bid, pay for it and all those nuances to the process”. 
Paine had to take a series of various large checks with 
him as he did not know what the final price might 
be and was a bit surprised to find out he was the lone 
bidder at their opening reserve price of $1,800,000 
which at just over $30 psf for a well maintained 
concrete tilt facility in even an down market is a darn 
good deal.  Paine is now in “extended” negotiations 
with Union Pacific Railroad for an adjacent 1.2 acre 
site which would be extremely helpfully in alleviating 
his new building’s land shortage.  But Union Pacific 
has not been that accommodating on an arrangement 
as they have pulled the land off the market due to 
their upcoming reorganization of the Brooklyn yards 
but then show on their site plan that the property is 
not even being utilized. “The railroad has been some-
what schizophrenic about this site but Trimet has been 
very helpful in pushing our case with them and we 
hope to hear something positive in the next month 
or less,” Paine sighs wondering when his 3 year long 
real estate odyssey will come to an end and he can 
concentrate more fully on a relocation and his core 
business. But his efforts once again validates the old 
maxim“Persistence pays off ”. 

AmeriCAn HeATing
Buys foreclosed IndustrIal BuIldIng In southeast.
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$16  psf for industrial land sounds a little crazy even 
when things were hot but when you start looking at the 
site and other factors it might not be so ridiculous.

It is one of the most visible, accessible and in some 
people’s opinion, best industrial real estate sites in the 
Portland metro area. It was long a huge amalgamation 
of metal buildings with cranes involved in steel process-
ing that had long fallen into disrepair by the mid 1980’s. 
Owned by the Woodbury family, they teamed up with 
Bob Dant a well known Portland developer to design a 
higher end business park with the catchy moniker of the 
Steelworks.  The commercial real estate market in Port-
land, still moribund through much of the decade,  could 
not grasp the high technology type of business park 
product in a older dated industrial area of Guilds Lake. 
The Steelworks, lacking tenants and financing, sat fallow 
for another few years until a large growing warehouse 
shopping chain, Costco, came calling.  The “encroach-
ment” of a retail use albeit a large warehouse into a 
industrial sanctuary polarized the city and some of it’s 
more visible civic and business leaders.  Earl Blumenauer 
stated “Costco’s traffic, customers and use are incompat-
ible with the zoning, neighborhood and violates good 
land use policy”.  Many industrial firms and neighbors 
like Schnitzer Steel voice support for Costco saying ‘The 
area is redeveloping to higher uses and the price for the 
property will not justify a industrial use”. For months a 
campaign waged on both sides with the City Council 
turning down the Costco Proposal not once but  twice 
in 1989 and again in 1995. The dot com frenzy brought 
increased “irrational exuberance” and more interest 
in the property.  The Oregonian Publishing company 
squeezed in their printing, distribution and office space 
and obviously unaware of the internet’s coming impact 
on the newspaper trade bought the property in 2000 
for $13.40 psf. Preliminary planning for a consolidated 
printing and distribution facility for the Oregonian 
moved forward but the dot com boom turned into a 
bust but the internet has permanently damaged the 
circulation for almost all newspapers.  The Oregonian 
which is owned by the massive media conglomerate Ne-
whouse/Advance Publications back east put the project 
in the deepfreeze as newspapers keep losing readers 
and staff cuts have become common.

Knowing a big investment in new facilities was never 
going to happen, the Oregonian put the property on 
the market in a less than stellar timeframe for market-
ing commercial/industrial property in late 2009.  With 
an asking price of just over $20 a foot, it was easily the 
priciest and but still one of the most conspicuous  sites 
in the city.  Randy Leonard and his cohorts at the city 
had a brief dance with the site as the staging site for 
emergency bureaus in the case of a natural disaster but 
funding and backlash about the city’s overpaying for a 
such a site when a smaller less costly site would work 
quickly and rightly killed that deal.  Local store fixture 
firm Grand and Benedicts and U-Haul made runs at the 
site but nothing stuck and then the property went off 
the market.  Now it has reappeared under the moniker 
of a new broker with a price reduction of close to 20%.  
Mitch Page of Capacity Commercial Real Estate explains 

“ The owner of this site was going to wait to see if the 
market makes a turn upward but with this price reduc-
tion they have concluded that they want to just make 
the best possible deal they can”.

A Developer won’t touch this site with a hundred foot 
pole except maybe on a build to suit but not many of 
those deals, ( or absolutely zero) are getting done these 
days so it is definitely a user play. The Heavy Industrial 
Zoning precludes any sort of significant higher use of 
office or retail that might justify this spendy price.  This 
property could sit for awhile longer but remains an 
under utilized “gem” of a site.

northwest portland site 
still looking for a Buyer
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Pacific Exposition and Decorating is going to be Deek’s next door 
neighbor as they just recently bought the 30,000 building adjacent 
for $1,635,000 or $54.50 psf.  The company is moving from smaller 
leased premises in Northwest Portland “We just ran out of space 
and needed a bigger building and this fit our desire to be close to 
all the major event venues” says Marvin Johnson, owner of PED 
which provides a full range of event, convention and trade show 
services throughout the Northwest.  These sales closes a small 
chapter on the bizarre development proposal from a few years 
ago on this site of the proposed 8 story glass enclosed boat storage 
facility on the river proposed for the site that had everyone talk-
ing and also disbelieving of its logic and merits.  Great to see both 
these vacant buildings back in production and home to growing 
and expanding businesses in the neighborhood.

Recent Real Estate Deals
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Stacey and Whitbeck

Next Adventure

Pacific Exposition

Recent Real Estate Deals

You have seen their mugs on many ads for the last half dozen years 
as they publicize some great deals on outdoor gear with their store on 
SE Grand Avenue.  Deek Hykamp of Great Adventure had been look-
ing in the area for almost two years for additional warehouse space to 
feed their successful outdoor store on SE Grand and their boat center 
nearby.  They closed on an older 20,000 sf warehouse at 320 SE Divi-
sion Place just blocks from the coming light rail bridge over the Wil-
lamette. “We had been looking for a warehouse for close to 2 years to 
service our store as well as our boat center and this just fit our criteria 
as it was nearby and the price was also attractive”.   The sale price was 
$1,350,000 or $67.50 psf.

Stacey Witbeck  (SW) is the go to firm for light rail; commuter rail and 
street car construction nationally and a firm that has slurped deeply 
from the public largesse of transportation projects in Portland for 15 
years has made a big acquisition in the Central Eastside.   They paid $2.8 
million for a 3 acre site just across the street from the Milwaukie Light 
Rail alignment on SE Gideon.  The property was owned by the McGin-
ley family that owns considerable real estate in the area and whose real 
estate holdings date back to the founding of North Pacific Lumber de-
cades ago.  The site includes a large wood frame office building leased to 
North Pacific off-shoot Shelter Properties. SW is the main contractor for 
the eastside trolley project and will also be performing substantial work 
on Milwaukie Light Rail so proximity to these projects obviously played 
into this acquisition.  Moving from a small office bldg a few blocks away 
the site will allow for more room for their large inventory of rolling 
stock and people as the construction on the next leg of light rail cranks 
up this year and next.



Schoolhouse Electric Moves To Northwest Other Deals
A long time designer, fabricator and marketer of some of the coolest light fixtures 
you will ever see is moving much of its operations from a couple smaller buildings 
in the Central Eastside to a huge older classic three story brick industrial building 
on NW Nicolai.  Brian Faherty, who has been involved in several real estate devel-
opments in Portland and also in Astoria, is definitely a guy who loves projects and 
reviving older buildings.  This new 125,000 sf building which will need extensive 
remodeling is a doozy.  But when you buy a building for $12 psf ($1,550,000) there is 
lots of room to cushion the investment.  The building was formerly home to Coffee 
Bean International and was part of a estate looking to unload various properties. I 
am told they will not be moving their retail store on Grand Avenue.

Tevis Adds To Holdings
Michael Tevis brings the same 
intensity to real estate as he did 
playing football at Stanford over 
2 decades ago.  He renovated the 
multi-story Ford Building on the 
corner of SE 11th and Division and 
loves the creative nature of the 
Portland real estate market.  He 
was in front of city council recently 
doing what developers seldom do, 
supporting a transportation devel-
opment charge for part of the cen-
tral eastside to help pay for light 
rail.  Earlier this spring he spent 
$1,040,000($134.00) for a 10,000 sf 
lot and 7,760 building across the 
street and next to another 10,000 
sf older building he owns.  He 
admits he paid a healthy price but 
says it was worth it to control an 
important “piece of the puzzle”. 
Tevis says he looks to add to his 
holdings with other underutilized 
buildings in the Central Eastside.

River City Cycles Expands
One of the more successful bike retailers in our bike crazy city completed the purchase 
of two story industrial building at the eastside foot of the Morrison Bridge.  The 10,000 
sf building (5000 sf per floor) was purchased from Venerable Properties that had sub-
stantially spiffed up the property for a very healthy $1,400,000 ($140 psf).  The healthy  
price is attributable to its exposure and access where River City has established an “out-
let” location. Of course there is no car parking but plenty of bike racks.

Other Sales Transactions:
1600 SE Division; 8500 sf building on 8712 sf of land. $1,010,000 
($118 psf) Zoned R2

3302 S.E 20th Avenue: 9780 sf building on 13,790 sf of land. 
$875,000 ($92 psf) New owner to invest $250,000 in renovations.  
Zoned IG1

930 SE Oak; 9400 sf older industrial building with grade door and 
deferred maintenance on 12,000 sf of EX zoned land. $900,000 
($95.74 psf)

1324 S.E. 6th Avenue. 10,000 sf building on 10,000 sf of IG1 zoned 
land of industrial showroom divided into three tenant spaces. 
$870,000 ($87 psf). 

57 NE Hancock. 14,375 psf multi-tenant building on 23,522 sf of 
industrially zoned land.  A foreclosed property sold to one of the 
tenants. $1,300,000 ($90.43 psf). 

2435 S.E. 10th Avenue. 7600 sf building on 10,000 sf of IG1 zoned 
land. Property was in recently renovated and has yard/parking. 
Bought by adjacent property owner/user. Assumed contract in 
place. $870,000 ($114.47 psf)

2816 S.E. 14th . 4000 sf concrete block building on 5000 sf of 
industrially zoned land. Grade door, 18’ ceilings.  Purchased by 
tenant. $500,000 ($125.00).

Other Deals
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Out of sight out of mind is one of the better terms for what 
is or at least could be one of the best larger industrial sites in 
the city of Portland.  There has been a drumbeat among many 
in the business and commercial real estate communities with 
support from public entities like the Port of Portland and 
the PDC regarding the need for more industrial sites in the 
Portland area especially inside the city.  Nothing meets the 
criteria more than what is com-
monly known as the Arkema 
site which sits along the north-
ern end of NW Front Avenue in 
Northwest Portland.  Encom-
passing almost 75 industrial 
acres with close to a quarter 
mile of frontage along the Wil-
lamette River this site has the access, infrastructure to accommodate 
one large or multiple smaller industrial users that probably could 
provide hundreds if not thou- sands of jobs.  Unfortunately this site has 
been entangled for over 16 years with various environmental issues but there may be some proverbial light at 
the end of the tunnel.  “We are starting to turn the corner on this site to make some progress on getting a long 
term solution in place” says Matt McClincy the DEQ case manager on this site. 

Manufacturing operations began at the site in 1941 as the Pennsylvania Salt Company and ceased in 2001. The 
site produced various chemicals some of which are hard to pronounce including of all things, rocket fuel. 
Interaction with DEQ goes back to the 80’s when several spills were reported and excavation activities started 
in 1992 where residues of the famous pesticide DDT were detected.  In the following years various other in-
vestigations turned up host a of contaminants in the ground water and the soil at various locations. The last 10 
years have seen various efforts to remove soil and to control storm and ground water contamination migra-
tion to the river and other areas of the site.All the structures except a small wood frame office facility were re-
moved by 2005.  Arkema which is a large France based chemical company with 16,000 employees and $ 8 billion 
in sales is the responsible party that continues to pay the bill and work through the process.

All these site specific efforts are against the on-going  EPA Superfund clean up of the Portland harbor. The 
Arkema site was designated as an Early Action Site in the EPA clean up effort along with the Northwest Natu-
ral Gas and T-4 downriver. The idea here is to address some of the more pressing sites that may be due to storm 
and groundwater contributing further to contamination of the Harbor. “We need to turn the valves off mean-
ing we need to control those sources that are potentially contributing to Harbor contamination” explains 
McClincey.  As DEQ takes the lead on the upland area of the Arkema site there are a couple of major projects 
slated for the site in the next year.  One is designing a system to prevent contaminated groundwater migration 
to the river and also a stormwater collection and treatment system both of which are planned for construc-
tion next spring.  “After these systems are in place and functioning appropriately it will facilitate our efforts 
in implementing a side wide solution for the future development of site which should be in the 3-4 year time-
frame”.  McClincy predicts.  That solution which is hard to predict inevitably will entail a combination of soil 
removal and caps while also addressing clean-up and restoration of the banks and riparian areas. Matt men-

tions that a large national development company special-
izing in brownfields had a deal to buy and help remediate 
the site a few years ago to bring the site into development 
quicker but that fell apart for undetermined reasons but giv-
en the history and complexities of the site that does not sur-
prise anyone.  Kevin Johnson who heads Brownfields at the 
PDC savors the thought of this site coming into production 
again.  “When this site gets a clean bill of health, it undoubt-
edly would be one of the best industrial and job creator sites 
in the city if not the region.”

KEy NORTHWEST INDUSTRIAl SITE

PAGE 13



PAGE 14

The Central Eastside seems to be getting even cooler. Is this a good thing or some of the pearlization of 
the area that many fear?  If Venerable Properties a noted historic redeveloper has any input, it is a very 
natural and inevitable evolution for the Central Eastside. Venerable Properties led by Art Demuro re-
cently closed on the former Salvation Army’s Adult Rehabilitation property located at 200 SE MLK Blvd. 
“We loved the building and its history.  We also like the edginess, creativity and potential of the Central 
Eastside neighborhood. There are some really neat buildings that need to be preserved, rejuvenated and 
given another function and life”  Demuro explains.  Venerable has been “saving” in almost a religious 
fervor buildings in Portland since 1990. Art and his group have many projects under their belt but their 
maraschino cherry was the recent huge renovation of several Old Town facilities to house University of 
Oregon’s Portland campus which if you have visited is one cool renovation. But they are not new to the 

close in eastside. “We bought the former fire station on Southeast 
Stark and 11th and we really enjoyed that experience and its recep-
tion so the Central Eastside has always been a place where we want 
to be” Demuro admits. Demuro who often takes years to corral his 
projects is also the designated buyer for the long moribund Washing-
ton High renovation. 

The 26,000 sf building was initially built in 1893 and added on to 
around 1930 and it seems from research as always been associated 
with the noble mission of the Salvation Army.  It was called an “In-
dustrial Home” as a place that was a refuge of service and help for 
the poor. It provided shelter, work, and community mainly for men 
of all types that did not quite fit into the hustle and bustle of turn of 
the century Portland. Workers and residents were the first recyclers 
where they would collect, sort and resell all sorts of second hand 

items discarded by other organizations and citizens of the city such as clothes, furniture, shoes, house-
hold goods etc. As was typical of these complexes, Portland’s industrial homes included a retail store, 
sorting and repair rooms and facilities for the workers such as dormitory rooms, recreational facilities, 
dining room and kitchen and of course a chapel. It housed the longest running organized second hand 
store from 1913-2010.  In the last decades the structure has housed up to 70 men who were enrolled in 
the Salvation Army’s very successful 
yet stringent Adult Rehabilitation 
Program.

DeMuro’s plan is basically to revi-
talize, upgrade and reenergize the 
structure which will entail strip-
ping it to its basic structure to first 
seismically upgrade the building 
then to add modern plumbing and 
electrical systems. “We will look to 
make the building safer, sustainable 
and more functional yet keep-
ing and enhancing it’s historical 
flavor. This will help us to tenant 
the building with progressive and 
responsible firms and organizations 
that will be a benefit to the neigh-
borhood.” DeMuro adds.

This will be fun project to watch blossom over the next year or more. 

VENERABLE Buys oLd sALVAtioN ARmy 
BuiLdiNg foR RENoVAtioN



His eyes sparkle and he looks around at the old build-
ing and confesses “I must be crazy but I love old 
buildings” Stu Lindquist has been “collecting” build-
ings for many years with many of them in the Central 
Eastside and with his rumbled Columbo like attire he 
cuts a friendly gentleman like demeanor that belies 
his commercial property investment insights. Fresh 
off a $ 4 million plus right of way sale to Trimet for 
the Milwaukie Light Rail project, Lindquist has moved 
just a few blocks from the buildings he sold on South-
east 17th to buy the former Land O”Lakes Purina 
Feed property on Southeast 8th which shares a large 
site with Darigold.  “It is difficult to find large pieces 
of property in such a good close in area and with light 
rail, the trolley and other investments in the area, 
this market will only get better” Lindquist predicts.  
The site contains an older 45,000 sf building that 
needs plenty of “elbow grease” but Lindquist thinks 
he can salvage and breed new life into the property 
that will appeal to a wide variety of tenants that 
the Central Eastside is famous for.  The first order of 
business will be to remove the dozen or so big metal 
silos that were used in the mixing and dispensing of 

Lindquist Rearranges Property Holdings in 
Central Eastside

copious quantities of animal feed which should open 
up the site considerably and remove what many think 
is an eyesore.  Lindquist is buying the site for $2.3 
million and looks to invest considerable dollars over 
the next year or so on the existing building and he 
does not rule out the idea of  building another build-
ing for a qualified tenant on the acre of excess land 
which will all lie a short distance from the Milwaukie 
Light Rail Line and the busy Clinton street station. 

Lindquist also bought the former Interstate Mechani-
cal Mechanical Property located on the other side 
of Darigold at 2609 S.E. 6th Avenue.  This 16,000 sf 
property is going for $825,000 and contains more of 
a manufacturing feel but could be divided easily into 
2-3 very usable spaces.  Again Lindquist is attracted 
to the changing nature of the neighborhood to higher 
uses.  He thinks this building would be a great loca-
tion for a growing small manufacturer.  Stu Lindquist 
like many others continues to believe in the long 
term real estate potential of the central eastside 
with his latest “recycling” of older properties to cre-
ate something new and creative.

Lindquist Rearranges Property Holdings in 
Central Eastside

ClassiC northwest industrial Building 
revives!It is always cool to watch an old 

industrial building that has been ne-
glected and fallen into an ugly state 
find a new owner that appreciates its 
history and construction and works 
hard to make the facility a home of 
activity and jobs.  I can’t think of a 
much better example than the old 
wood framed clear span building 
located at 2407 NW Nicolai, just below 
Montgomery Park.  Vacant for many 
years and in a deteriorating condi-
tion so much so that when it rained, 
the inside of the building seemed to 

be wetter inside than outside.  The 
80 year old building has soaring 40 
ft ceilings; huge old growth beams 
and crane-ways and was just yearning 
for someone to come in and breathe 
some new life into it.  Enter Tony 
Bojarsky who fabricates heavy timber 
trusses for unique construction proj-
ects throughout the west. “We really 
were not looking too hard for a build-
ing but we were getting pushed out 
of our leased space and this building 
just seemed to make sense as we can 
do much of the work to fix it up our-

selves as that is what we do 
every day in our business” Bo-
jarsky says.  He has put on a 
new roof; cleaned up the inte-
rior, brought in new electrical 
service and will be working 
on new offices over the next 
year. “This building will be an 
on-going project for a couple 
of years but we just wanted 
to fix the big things and get 
operational and then worry 
about offices and the cosmet-

ic aspects when we have more time 
and money”.  The Naito family which 
bought it many years ago when they 
redeveloped Montgomery Park car-
ried a contract on the $730,000 sf sales 
price which is half the marketing 
price.  The building served as a steel 
fabrication location, home to Schmitt 
Forge and was used for decades as a 
place where many beautiful floats for 
the Rose Festival came to life during 
May and June. Bojarksy and his crew 
are already in fabrication mode and 
expecting to fill up the space with 
new equipment in the next year as 
contracts for their beautiful glu-lam 
beam trusses continues to improve 
as Tony admits. “We just shipped a 
whole package of beautiful trusses 
for the new Sunriver acquatic center 
and our business seems to be on the 
upswing after some tough times”. 

ClassiC northwest industrial Building 
revives!
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Though the statistics published by 
Costar and the major brokerages 
have all minor flaws and “mysteri-
ous” criteria, they do represent 
a decent snapshot of trends and 
market forces. Additionally they 
never have been able to accurately 
peg and track the distinct indus-
trial nature of the core industrial 
areas because of the lack of dis-
cernable boundaries and the ab-
sence of any sort of homogeneity 
of buildings. With that said, some 
recent statistics are worth noting 
and tend to back up the anecdotes 
and observations of people like me 
who in the marketplace every day, 
namely that the close in markets 
are holding up well in a generally 
challenged Portland commer-
cial real estate market.  Both the 
close in eastside and northwest 
market areas in Grubb & Ellis’s 
recent industrial market statistics 
show a rather healthy vacancy 
rate of 5.5% (Southeast) and 6.4% 
(Northwest) and 5.2% for Swan Is-
land/Northeast, all of which is the 
best of the 12 market areas they 
track.  This compares to an overall 
industrial vacancy rate of close 
to 10%.  I look at this like I look 
at the employment rate which is 
substantially higher that the pub-
lished rates as it does not count 

Core industrial markets faring Relatively Well
those people that have stopped 
looking, the underemployed and 
those that are not in the “main-
stream” economy.  While vacancy 
rates are probably closer to double 
digits the numbers do portray 
that the core industrial areas are 
faring better than the rest of the 
market and have comeback to a 
larger degree from the economic 
nuclear winter of a few years ago.  
Why you ask? A few observations 
and potential reasons: the vacancy 
rate in these areas did not suffer 
as bad as some of other suburban 
markets that had lots of specula-
tive industrial space coming on 
line when the economy turned 
sour; a higher degree of owner/
user buildings and operations that 
don’t fluctuate as wildly as markets 
with a bulk of leased inventory; a 
more varied degree of businesses 
that are involved in a wide range 
of industries and market segments 
that were not affected as much 
such as healthcare, IT; an increas-
ing demand by branch operations, 
start-ups and smaller businesses 
to be located in Portland’s vibrant 
core areas with its proximity to 
restaurants, services etc which 
have started to assert themselves 
in the slow recovery.
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While even in these somewhat 
encouraging stats, there are many 
instances of chronically empty or 
underutilized buildings that are 
“just sitting there” many of which 
have some inherent issues that 
contribute to their lack of tenants 
or buyers.  This may be a poor 
layout; unrealistic ownership, 
structural issues such as seis-
mic or larger obsolete buildings 
more geared towards “old school” 
manufacturing which does not jive 
with the demand for more smaller, 
creative and lighter and more flex-
ible users in the core area.

Overall this translates into rents 
that have stabilized albeit at lower 
levels than previously and rela-
tively healthy values especially for 
smaller well located buildings that 
sometimes surprise the casual ob-
server.  This has led to a slight re-
birth in redevelopment in selected 
areas where older obsolete facili-
ties that are getting an infusion of 
renovation dollars and creativity 
to accomplish a “reposition” into 
more practical and flexible spaces 
that seem to be in decent demand 
as entrepreneurs, spin-offs, reloca-
tions and migration from more 
expensive downtown spaces takes 
hold.  

Core industrial markets faring Relatively Well


