VOL. 20 No. 3 THE MAGAZINE FOR DECISION MAKERS $3.50

B U 1T

PROFIT

FALL 2000




FINANCIAL FOCUS Fall 2000 Vol. 20 No. 3
BUILDING

PROFIT

The magazine for decision makers

BY JUDITH GEORGE ILLUSTRATION BY JOHN P. DOVER

INDUSTRIAL &

OFFICE PARK TRENDS

Future office parks will focus more on occupants

THE U.S. LABOR FORCE con-
tinues to be strong, and its effect
on the commercial real estate
market is visible. With record
numbers of workers employed
and unemployment at 4 percent,
national office vacancy rates are
nearly half of what they were 10
years ago, and companies con-
tinue to absorb more space than
is being built.

As the economy expands,
hiring—and the demand for
industrial and office parks—
should remain strong. The busi-
ness parks of tomorrow,
however, won't necessarily be
the same as those of today.

Here are some trends that
could affect the financial out-
come of your industrial or office
park projects in the future:

THE OLD VS.
THE NEW

Today’s office parks are direct
descendants of the industrial
parks launched nationwide after
World War Il, according to the
National Association of Industri-
al and Office Properties. Then,
industrial parks were carefully
developed land parcels, with
low-rise manufacturing, ware-
house and office buildings, and
broad boulevards to facilitate
efficient business operations.
As the economy evolved from a
manufacturing base to one dri-
ven by service and technology,
office parks came into being as
well. Many of today'’s tenant
companies require flexibility, as
workplaces shift between closed
and open floor space.

“Mechanical systems
designed merely to heat and
cool no longer meet the flexibili-
ty requirements of the 21st cen-
tury,” says Peter Cocoziello,
president of the New Jersey-
based Advanced Group. “New
buildings with under-floor sys-
tems will more efficiently
accommodate the shifting
needs between the open and
closed office space of the
future.”

Future office parks will focus
more on the occupants, Coco-
ziello maintains. “Functional
considerations—shared meet-
ing space and training centers
with teleconferencing capabili-

ties—will be more important to
tenants than spacious lobbies.”
Tenant companies also will
want buildings that help them
attract good employees. “Devel-
opers of business parks must
provide services that reach
beyond the role of traditional
developments,” notes Jim Long
of Interlocken Advanced Tech-
nology Environment in Broom-
field, Colorado. “They must not
only protect the value of a ten-
ant company’s physical assets,
they must also strive to provide
an employee-friendly working
environment that encourages
productivity, creative thought
and a sense of job satisfaction.”

THE EFFECT
OF E-COMMERCE

E-commerce presents a new
wrinkle for industrial and office
park developers. Early indica-
tors show that e-business is
creating a healthy demand for
real estate in some parts of the
country, particularly for ware-
houselflex space. Yet how risky
is it to develop

facilities for new businesses
that are capital-rich but credit-
poor?

“E-business undoubtedly
poses the greatest amount of
risk for real estate developers
and investors,” says Greg Gre-
gory, president of the industrial
development firm IDI. “But it
also poses the potential for
some of the highest gains.”

W. Watt Neal, Jr., partner at
Wilson, Hull & Neal in Atlanta,
believes that e-business com-
panies fall into two categories:
“jJumbo” industrial space users
like Amazon that need facilities
of 100,000 square feet or more,
and smaller users who gravitate
to multi-tenant buildings.

Like many industry
observers, Neal is unsure
whether e-business is a short-
term phenomenon—"“a tremen-
dous balloon about to
explode™—or the beginning of a
major cultural shift that will
affect real estate needs and
growth.

“The answer,” Neal says,
“may come five years from
now—or may come even later.”
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VACATION DESTINATIONS

Every resort needs a dramatic focal building
where vacationers can check in, relax and wort
out their needs. Apache Lake in Arizona and-
Massanutten in Northern Virginia built
attractive—and very different—examples
perfectly suited to their respective
environments.

Building Profit®

Fall 2000 Vol. 20 No. 3

Editorial Director: Leslie Clark
Editor: Judy Findsen

Copy Editor: Sue Cline
Editorial Assistants: Catherine Cooper, Sue Cline
Art Director: William Hillenbrand

Design Associate: Keith Bollmer

Business Manager: Hal Shoemaker

Account Executive: Susan Rebein

Building Profit® is published on behalf of the

Butler Builder® organization by Page One Publications, Inc., in coop-
eration with Butler Manufacturing

Company.

Editorial Office: Building Profit Magazine, Page One
Publications, Inc., P.O. Box 8067, Cincinnati, OH 45208. Phone: (513)
321-7780.

Printed in U.S.A., copyright 2000 Butler Manufacturing
Company, P.0O. Box 419917, Kansas City, MO 64141-0917. May be
reprinted by permission only.

BUILDING PROFIT/FALL 2000

DOWNTOWN RENAISSANCE

What do downtown Pittsburgh, Pennsylvania,
and Roseburg, Oregon, have in common? Both
have transformed ideally located but formerly
blighted areas into valuable urban real estate—
and pre-engineered construction has played an
important role.

A HEALTHY DIFFERENCE
Before the Shaw Medical Building was built,
cancer patients in the vicinity of West Plains,
Missouri, faced long trips over mountain roads to
receive treatment. Now, the community has a
state-of-the-art treatment center, combined with
rehab services that include a special area just for
children.

SMALL BUILDINGS
SHOWCASE

The versatility and practicality of pre-engineered
building systems made them an ideal choice for
the owners of these small commercial buildings,
which range from 1,200 to 10,000 square feet.
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TRENDS IN
INDUSTRIAL/OFFICE

PARKS

Many of today’s tenant companies are looking for

facilities that offer flexibility and employee-friendly
environments to attract good workers.

(SEE OPPOSITE PAGE) 3



Washington’s
Landing

From Pollution to Prosperity

Wiashington’s Landing has what every developer dreams of—
location. Just two miles up the Allegheny River from the
“Golden Triangle” of Pittsburgh, Pennsylvania, the 42-acre
island is a perfectly sited piece of urban real estate.

But in the late 1970s, location was about all the property had
going for it. Then known as Herr’s
Island, it was a mess of abandoned
stockyards and meat packing oper-
ations (see story page 6). “It was
one of the most polluted pieces of
property in the city,” says Robert
Rubinstein, development manager
of the Pittsburgh Urban Redevel-
opment Authority (URA).

This made it an ideal target for
his agency. The URA took control o ,

Now an intemationally recognized gem of urban
of the island in 1978, and the abandoned property was rezoned  redevelopment, wasfington's Landing once housed
from industrial to a state-designated enterprise Zone, MAKING it e veeetofie ok Crommaihing
eligible for certain kinds of government funding and tax o s o oot oo
incentives. The URA developed a

access bridge and infrastructure, and place with respect to design”
fought a three-year environmental ROBERT RUBINSTEIN

battle (see story page 8), to make the
island suitable for what it envi-
sioned—a high-quality, mixed-use
development with office, light indus-
trial, public recreation and residential
components.
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