Bureau of Planning and Sustainability
Innovation. Collaboration. Practical Solutions.

DATE: May 30, 2012

TO: Planning and Sustainability Commission
FROM: Tom Armstrong, Supervising Planner
CC: Susan Anderson, Director

Joe Zehnder, Chief Planner
Eric Engstrom, Principal Planner

SUBJECT: Buildable Land Inventory (Proposed Draft, Revised March 2012)

Economic Opportunities Analysis (Proposed Draft, Revised March 2012)
(Factual Basis - Portland Plan Background Report Update)

Overview

As part of Periodic Review, the City of Portland is required to complete a Buildable Land
Inventory (BLI) and an Economic Opportunities Analysis (EOA). The BLI assesses the City’s
development capacity to accommodate projected housing and employment growth. The EOA
evaluates the types and amounts of employment land needed to accommodate expected
growth to 2035.

Changes to the Reports

Changes to BLI
1.

New Brownfield database from DEQ/Metro

BPS has received an updated DEQ brownfield database (April 2012) that we have
incorporated in the BLI. The new database increases in the amount of brownfields by 120
acres (12%).

Adjust Greenway constraint layer

The key element of the Greenway overlay constraint is the perceived burden of going
through a Greenway review and the potential added costs of that review. A review of the
Greenway constraint layer showed that some upland parcels in the River Industrial
subarea (that would not be subject to Greenway reviews) were included in the constraint
analysis. These parcels have been removed from the Greenway constraint, but other
constraints still apply to these parcels. Also, we have expanded the coverage area of the
constraint layer by increasing the buffer distance from Ordinary High Water (OHW) from
75-feet to 125-feet. We are now using 50 feet from OHW as a proxy for top of bank. In
the River Industrial subarea, development that occurs within 75 feet of the top of bank
triggers a greenway review. Therefore, parcels with more than 10 percent of the site
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area within 125 feet of the Ordinary High Water (OHW) line are included in this
constraint.

Add redevelopment of EX and EG sites into industrial geographies

The three industrial geographies (Columbia Harbor, Columbia East, and Dispersed) include
a mix of comprehensive plan designations with about 80 percent of the capacity in the
Columbia Harbor and Columbia East geographies in the Industrial Sanctuary (IS)
designation. Likewise, there is a sizeable portion (25-36 percent) of the employment
forecast that is non-industrial building types in these geographies. Therefore, we propose
to include redevelopment of non-vacant, underutilized sites in the EX and ME
designations. This change adds about 152 acres to the BLI.

The net result of these changes to the BLI is an increase of 105 acres for a total land supply of
3,198 acres (see table below).

4.

Add new table with detailed housing type capacity

DLCD requested that we provide additional detail on the residential supply beyond the
single-family and multi-family split. For the growth scenarios we have created a range of
11 housing types. Based on past development trends we are able to allocate residential
capacity by comprehensive plan designation by housing type to generate the table that
will be included in the BLI report.

Changes to EOA Employment Forecast

1.

2010 employment distribution correction

We discovered that the 2010 employment in Goose Hollow was assigned to the Residential
geography instead of the Central City Commercial geography. This correction does not
change the employment forecast or demand for land.

Shift some non-conforming uses from Residential to Neighborhood Commercial

The employment forecast shifted 270 jobs from the Residential geography to the
Neighborhood Commercial category to account for some sites that are non-conforming
commercial uses along commercial corridors that are better fit in that geography. It
increases the land demand by 10 acres - no real impact on the overall development
capacity picture.

Response to Selected Comments
1.

Constraint Sensitivity Analysis

A couple comments suggested that our analysis was too optimistic when we addressed
constrained lands in the BLI. We ran a sensitivity test that shows about one-third of the
development capacity is associated with some kind of constraint. On the high end of the
range, 56 percent of the Central City Incubator capacity and 44 percent of the Columbia
Harbor capacity has some kind of constraint. This test indicates that for these
geographies we need to focus our policies, programs, and projects on addressing these
constraints and monitoring the development performance over time.
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2. Brownfield Constraint Sensitivity Analysis
There was particular concern about our treatment of brownfields and the amount of
remediation or redevelopment that we assume will occur. In general, capacity
attributable to brownfields remediation only makes up about ten percent of the
development capacity (300 acres of assumed brownfield remediation of out 3,200 acres of
total capacity). About half of the brownfield capacity is in the Columbia Harbor
geography. This factor is relatively low because of the overlapping nature of the
constraints - if you remediate the brownfield contamination, the site still may have
infrastructure or floodplain issues.

3. Risk Assessment: Higher Industrial Growth Scenario
There was testimony that the EOA is too “pessimistic” in terms of forecasting industrial
land demand. First, we note that the industrial employment forecast has been increasing
over the various drafts. The Columbia Harbor forecast has gone from 16,400 jobs in the
2009 draft, to 17,300 jobs in the 2011 draft, to 18,900 jobs in the current draft.

In addition, we have conducted a sensitivity test to look at a higher rate of industrial
growth. The employment forecast assumes a higher short-term industrial/manufacturing
job growth in the Columbia Harbor that shifts to warehouse and distribution employment
by 2035. Modeling this higher level of industrial employment over the long term results in
53 acres of additional land demand. Second, the marine cargo forecast has used the mid-
point as the “most likely” scenario. Utilizing the high growth scenario from the
EcoNorthwest study, the demand for marine terminals could be more than double the
“most likely” scenario, or an additional 380 acres of marine terminals. Therefore, a high
growth industrial/traded sector scenario could increase the demand for industrial land by
430 acres.

4. Redevelopment of Industrial Land
We analyzed redevelopment (refill) rates on industrial land in EOA Section 1 Figure 32
(page 82). From 1999-2011 about 36% of industrial development in the Columbia Harbor
occurred on land that was not vacant - this rate is consistent with Metro’s 2009 Urban
Growth Report refill rate assumptions. This is development activity and not necessarily
tied to employment growth. As such, we have not included redevelopment of
underutilized industrial parcels in the BLI in order to be conservative (pessimistic) in our
assumptions on development capacity. A refill factor could be part of closing the shortfall
gap, but we recommend exploring other options first (i.e. brownfield remediation, freight
infrastructure investment) through the comp plan process.

Utilizing a 36% redevelopment assumption would reduce the land demand in the Columbia
Harbor by 245 acres.

The sensitivity test result is the Columbia Harbor shortfall could be somewhere in range of
364 acres (refill) to 1,039 acres (high growth/no refill). Note: An aggressive redevelopment
assumption is compatible with a high growth scenario - more pressure to use land efficiently,
greater market demand for redevelopment sites. The combination of the two factors results
in an added demand for 185 acres, or a total shortfall of 794 acres
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5. Relationship Between Job Sector Growth and Wages
There was a discussion about the relationship between manufacturing/traded-sector job
growth, the multiplier effect in creating service sector jobs, and wage levels. The
premise was that without family-wage jobs in the manufacturing sector, there would be
nothing to support the service sector job growth and/or the service sector jobs tend to
have lower wages, which will be a drag on household prosperity.

Research into income data and historic trends yields some insights. Higher job-rowth rates
in office and institutional services will not necessarily translate to wage sluggishness. On
the contrary, the office and institutional sectors tend to require higher educational levels
and pay higher wages. In 2011 in Multnomah County, average wages in professional and
business services were 129% of the average wage; 133% in financial services; 94% in
education and health care. However, traded sector growth (and retention) and overall
job growth may have a bigger impact in wage trends. In the 1970s and 1990s, the
Portland region had significantly higher rates of job growth than the nation, partly linked
to high-tech industry growth, and average regional wages rose faster than the nation. In
the 1980s and 2000s, average job growth rates in the region matched the nation, and
regional wage levels declined relative to the nation. Theoretically, increasing
productivity in a region’'s traded sector firms provides an income source for rising wages,
while the income growth potential of other sectors is limited to the buying power of the
regional population.

Income distribution and relative cost-of-living are also significant factors that affect real
average incomes for much of the community, regardless of average wages. For example,
national trends have shown a slightly eroding share of "middle-skill jobs" requiring more
than a high school degree and less than a 4-year college degree, declining from 54% of all
jobs in 1986 to 48% in 2006. Another factor is the relatively high housing costs of West
Coast cities relative to the nation. In the 1970s and 1990s, rising wage levels in the region
outpaced the cost of living, but inflation-adjusted wages declined in much of the 1980s
and 2000s.

The manufacturing and warehouse/distribution jobs represent a big chunk of family wage
jobs. If we loose (or fail to retain) jobs is these sectors, then the average wages will fall
even further.

Proposed PSC Action

We are asking the Planning and Sustainability Commission to recommend that the City Council
adopt the revised Buildable Land Inventory and Economic Opportunity Analysis with the
revisions described above (updated data tables per changes to BLI and employment forecast).

With that recommendation, BPS will forward this material along with the other background
reports to City Council. The City Council will be asked to adopt these reports by ordinance.
They will then be delivered to DLCD for acknowledgement, to satisfy a portion of Task 2 of
Periodic Review.
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Employment Land Need Reconciliation (revised 5-30-12)

Added Land Land
Employment Geography Jobs Demand Supply Surplus/Deficit Capacity
Central City Commercial 35,500 60 149 89 248%
Central City Incubator 10,950 100 40 (60) 40%
Columbia Harbor 18,900 1,490 855 (635) 57%
Harbor Access Lands 2,000 450 94 (356) 21%
Columbia East of 82nd 9,600 360 394 34 109%
Dispersed Industrial 4,400 140 112 (28) 80%
Gateway Regional Center 4,100 50 135 85 270%
Town Centers 6,350 140 90 (50) 64%
Neighborhood Commercial 26,100 530 1,118 588 211%
Institutions 23,350 380 306 (74) 81%
Residential 7,800 - - - -
Total 147,000 3,250 3,198
_Aggregate Geography
Central City 46,480 160 189 29 118%
Industrial 32,910 1,990 1,361 (629) 68%
Commercial 36,210 720 1,342 622 186%
Institutions 23,360 380 306 (74) 81%
Residential 8,040 - - - -
Total 147,000 3,250 3,198
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