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ABSTRACT 

A problem which exis ts . in many cities today is the abandonment of 

railroad depots . Re-use should be cons idered both by the railroad indus­

try and cities . If the property i� to remain vacant or underus ed , there 

may be an unfavorable effect on the surround.ing uses . It  is·the purpose 

of this thesis to determine the economic feas ibility of re-use of the 

abandoned Louisville and Nashville depot in Knoxville , Tennessee . A case 

s tudy was conduc ted to determine the highes� and best re-use for this 

parcel of land . The main assumption is that the architectural quality 

of . the shell of the s tructure will .be preserved , and this will limit the 

re-use of this depot . 

The methodology used in this thesis narrowed down the potential 

uses by examining the characteris tics of the s ite and the surrounding 

areas and determining what families of uses would be compatible . Each 

proposed use was evaluated according to location criteria , and a summary 

of the sales and expenditure potential of Knoxville ' s  trade ar�a was. 

s tated to determine the economic feas ibility of the proposed . uses . Next , 

an income flow analysis for retail and office space was .. es tablished to 

determine the capitalization rate on the inves tor ' s  equity . This rate 

of return was.compared with alternat ive inves tments . 

Information for this thesis was obtained from interviews with 

railroad officials , planners , realtors ,  and inves tment consultants . 

Planning s tudies for the Knoxville Metropolitan area were reviewed as 

well as literature pertinent to the subj ect . 
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The survey of the site and surrounding planning units established 

five proposed families of uses. These proposed re-uses were : industry , 

residential , ins titutional, retail and office use . The examination of 

the proposed uses in regard to location criteria eliminated the following 

uses : 

1. Indus trial use was eliminated because of the high property 

cost , property taxes and restoration costs, plus the availab ility of 

other suitable indus trial sites. 

2 .  Res idential use was not feasible because of the structural 

character of the building . 

3.  Ins titutional use could be possible if a particular use could 

be established that would not require interrelationships with other pub­

lic uses. 

The income flow analys is established that retail use.was not 

desirable because of the high c�pitalization rate and the lack of 

sufficient parking . A mixture of office and retail use was evaluated and 

determined to be economically unfeasible because of the low capitalization 

rate . Office space has been established as the highes� and best . use for 

the property . · This use would be . compatib le with the surrounding uses , 

and meets the location criteria with few exceptions and yields a 

capitalization rate favorable to alternative investments.  
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CHAPTER I 

INTRODUCTION 

When railroads were firs t locating in mos t  cities , it was des irab le 

to have a central location.· The depots built at these locations are 

monuments of a specialized architectural s tyle , that· through neglect and 
. ·1 the decline of railroads is · fas t disappearing from the American scene . 

Many of these s tat ions are dis tinguished landmarks and proper cons id-

eration should be given to their historic value . : 

Today a large num�er of these  rail depots are being sold or leased , 

freeing valuab le land for re-use .  This re-use should be given due cons id-

eration by the cities , railroads and private inves tors . This is an 

excellent opportunity for local planning commiss ions to help· es tablish 

re-uses that would be in accordance . with the city's comprehens ive plan . 

If these s tations are to remain vacant or underused it could have an 

unfavorab le effect on the surrounding uses . The·only accurate method to 

·determine re-use of abandoned rail facilities is through adequate planning 

within the framework of the city .'s comprehens ive pla� . Proper re-use may 

also provide incentive for self-renewal of adj acent properties which have 

been blighted· by t�e presence of the railroad f�cilities . The purpose of 

this thes is is to analyze all criteria to determine the highes t and bes t 

re-use of the Louisville and Nashville depot in Knoxville , Tennessee . 

lwendy Buehr , "Station Closed , "  American Heritage , Vol . 17 , No . 2 
(February , 1966) , p .  33. 
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To determine the highes t and best use , the following factor s,will 

have to be.surveyed : 

1 .  Examine the characteris tics of the site and . the surrounding 

areas and determine what families of uses.would be compatible . 

2 .  Evaluate each proposed use according to location criteria as 

either favorab le or unfavorab le . 

3 .  Summarize the sales and expenditure potential of Knoxville ' s . 

trade area to determine the economic feasibilit.y of the propos ed us es . 

4 .  Es tab lish income flow analyses for retail and office space , 

which determine the capitalization rate on the i�ves tor ' s.equity . 

5, Compare the rate of re turn.for the proposed use �ith that of 

alternative inves tments . 

Information for this thesis was ob tained from interviews with 

railroad officials , planners , realtors , and inves tment consul tants .  

Planning s tudies for the Knoxville Metropolitan area were reviewed as 

well as literature pertinent to t�e subj ect . 

Th� methodology used in this thesis could be applied to other 

cities that face similar prob lems of.underus e or abandoned railroad 

f�cilities . This study will deal only with the depot site but further 

cons iderat ion could be given to the re-us e of rail right of way for 

mas s transit or related uses . 



CHAPTER II 

HISTORY AND PAST TRENDS OF THE · RAILRO AD I NDUSTRY 

A.  AB ANDO NMENT OF DEPOT SITES 

In the early de velopment of this nation the railroads were very 

important and as a re �ult amassed large amounts of land and pres tige. 

Being the only significant land mode .of transportation , they grew 

independent --ref lected in their attitude toward services .  The · advent of 

the automob ile provided the railroads ' firs t land orientated competiti on ,  

but the railroad s till did not yield t o  the des ires and conveniences of . 

its customers . This independence has proven to be one of the factors 

caus ing the decline of the indus try . Growth of new highways also 

accelerated the decline of the rai lroads . Automob iles , buses , and trucks 

brought conveniences and speed . 

In the 19 30 ' s ,  competition increased between the railroads , which 

led to the development of more rail facilities . In many ins tances this 

de velopment proceeded without due cons iderat ion of planning implicat ions . 

Railroad s ac quired an enormous amount of track and supporting facilit ies 

that re quired increas ing maintenance . The des cent has tened after World 

War II , due to increase cos t of materials ,  replacement of rolling s tock 

(due to rigorous use d uring the war) , .higher labor cos ts , track repair 

and improvements . 

3 



Technological Improvements 

Technological improvements have caused the abandonment of many 

depot facilities . Innovations required more land and the railroads 

were forced to move to locations . where land was.available. An example 

4 

of such an improvement was the Diesel engine. Before the Diesel , yards 

were designed to accommodate 40 to 60 cars , but with the Diesel yard 

space was required to handle in the neighborhood of 150 to 200·cars. 

Urban growth had surrounded rail facilities caus ing the railroads to 

relocate and acquire large tracts of land to utilize these  technological 

improvements. 

At the turn of the century , th� railroad transported 90 percent 

of the inter-city freight , but by 1954 it had decreased to 50.5 percentc 

Table I shows.the proportion of inter-city freight
,

carried by five types 

of carriers. There has been an increase i� freight.carried by the rail-

road but a decline in the overall proport ion of freight being transported 

1 by rail. Pas senger traffic has.also dropped s ignificantly ; for example , 

from 1950 to 1967 there has been a decrease of 4 . 9  percent. Tab le II 

illus trates the percentage of passenger traffic by the five modes of 

transportation. 

I 

B .  CENTRAL LOCATION OF TERMINALS 

Passenger and freight depots are usually located within the cen-

tral portion of the city to provide the convenient movement of passengers 

!william I. Goodman and Eric c. Freund , ed . ,  Principles and 
Practice of Urban Planning (Washington : Internation City Managers ' 
Association , 1968 ) , p • . 164 . 



Year 

1940 

1945 

1950 

1954 

1955 

1960 

1964 

196 7  

TABLE I 

PERCENTAGE DISTRIBUTION OF DOMESTIC INTER-CITY FREIGHT TRAFFIC 
BY TYPE OF TRANSPORTATION : 1940-19 67 

Inland Oil 
Motor Water- Pipe 

5 

Air-
Railroads 

a Vehicles waysb Lines waysc 

63 . 2% 9 . 5% 18 . 1% 9 . 1% 

68 . 6  6 . 2  13 . 3  11 . 8  0 . 01% 

5 7 . 4  15 . 8  14 . 9  11 . 8  0 . 03 

50 . 5  18 . 6  15 . 2  15 . 7  0 . 04 

50 . 4  17 . 2  16 . 7  15 . 7  0 . 04 

44 . 7  21 . 5  16 . 6  17 . 2  0 . 06 

44.0 2 2 . 5  16 . 2  17.2 0 . 10 

41 . 9  21 . 9  15 . 5  20 . 4  0 . 15 

a Includes electric railways , express and mail . 

b 
Includes Great Lakes . c 

Includes Alaska and·Hawaii . 

Source: United States Depar tment of Commerce , "Statis tical Abs tracts 
of the United States � · June_ , 

1969 (Washington : Bureau of . Census, 1969) ,- p .  
49'0 . 
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TABLE II  

PERCENTAGE DISTRIBUTION OF DOMESTIC INTER-CITY PASSENGER TRAFFIC 
BY TYPE OF TRANSPORTATION :  19 50-1967 

Com . Motor Inland 
Private Vehicles Water- Air-

Year 
a 

Autos Carriers waysb waysC Railroads 

1950 6 . 4% 86 . 2% 5 . 2% 0 . 2% 2 . 0% 

1954 4 . 4  88 . 7  3 . 8  0 . 2 2 . 9  

1955 4 . 0  89 . 0· 3 . 6  0 . 2  3 . 2  

1960 2 . 8  90 . 0  2 . 5  0 . 3  4 . 3  

1964 2 . 1 89 . 6  2 . 5  0 . 3  5 . 5  

1965 1.9 88 . 9  2 . 6  0 . 3  6 . 3  

19 6 7  1 . 5  8 7 . 2  2 . 4  0 . 3  8 . 5  

a domes tic connnercial service and private and Includes revenue 
business flying . 

b Includes elec tric railways. 
c 

Includes Great Lakes. 

Source : United States Depar tment of Commerce, '�tatistical 
Ab stract s of the United States," June , 1969 (Washington : Bureau of Census , 
1969),  p. 489 . 



and freight . This location also  furnishes allied services such as 

7 

2 res taurants ,  administration of fices , mail and express buildings . Land 

uses that usually surround railroad properties and co nsidered compatible 

are commercial and industrial uses . Other uses that are adj acent to 

railroad facilities are sus cept ib le to blight because of noise , vibration 

and smoke . 3 

Railroad property within the city amounts to 5 percent of the 

4 urban area . When abandonment or relocation occurs , large trac ts of 

land are available for r e-developme nt . 

C .  RESTORATION AND RE-USE 

In cas es where the railro ad passenger service was running a 

def icit , s tations have been sold . ,New York Central at o ne time had 406 

f reight and pas senger de pots for sale; however , in some cases .space is 

leased bac k from the new owners o f  these s tations .by the railroads to 

5 provide the needed services .  The·purpose .of selling these s tations is . 

to provid e relief of high pro perty taxes and reduce the def icit of 

pas se nger and freight servic e .  

I n  reviewing pas t co nversions o f  railroad freight statio ns , ·o ne 

f inds that re-use usually occurs in the form of ,feed s tores and s torage 

2 Ib id • , p • 17 4 • 

3 wilbur Smith and Associates , Transportation and Parking for 
Tommorrow ' s  Cities (New Haven : Wilbur Smith and Associates , 19 66); p .  
246 • .  

4 .!ill.. ' p .  239 . 

5Rai lway Age ,  Vol . 146 , No . 9 (March 3 ,  1958) , pp . 9 -10 . 



buildings . Pas senger s tations have had a greater impact and h�ve been 

re-us ed for commercial us e ,  fraternal lodges and mus eums . 

8 

The depot in Concord , New Ha mpshire , retained only the pas senger 

service and develo ped a shopping · center wit h  office space on t he remain­

der of the site . 6 In Bos ton , .the South . Side Station was remodeled with 

retail es tablish ments shari�g the ground floor with the needed passenger 

facilities . 7 The · upper floors were to be used for office space . The 

New York Cent ral sold several of its depo ts in Wes t ches ter and Putman -

Counties . Retail s tores and possibly s upermarkets were ._ to be , the primary 
r 

8 re-users and improvements were to be made in pass enger facilities . 

Illinois Central sold its freight s tation and a 20 s tory motel was con­

s tructed on the property . 9 One of the mos t  energetic ventures is that of 

the railroad property in New York City where a 50 s tory building will 

sup ply office space , terminal facilities , three theaters , an exhibition 

10 area , a parking garage for 2 , 000 cars , and pos sibly  a heliport . The -

above examples are railroad properties which are res tored but s t ill 

retained the necessary rail facilities . 

There are several examples of re-use wit hout t he railroad facili-

ties . This has been accomplished by remodeling t _he exis ting s true ture 

6
Railwa l Age ,  Vol . 14 7, No . 11 (Sep temb er 14 , 1959 ), p .  70 . 

7 Railwa x Age ,  Vol -. 148 , No . 17 (April 25 , 19 60), p .  60 . 

8 Ib id • . 

9 Railwa x Age , Vol . 149 , No . 17 ( Nove mber 21 , 1960), p .  60 . 

10 Railwax Age ,  Vol . 147 , No . 11 (Septemb er 14, 1959 ), p .  70 . 



or by demolition and redevelopment. Where the . exis tihg s tructure has 
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been res tored , some re-uses have been gasoline service s tations , gifts 

shops , retail es tablishments and libraries. In Chicago and Philadelphia , 

11 s tations have been converted to supermarkets. · Br�arcliff Manor , New 

12 York , the former passenger s tation is now a pub li� library. One of . the 

largest restorations is occurring at Washington ' s  Union S tation.· This 

structure is to be a National Visitors Center , with four theatersi 

13 exhib ition halls , lounges and res taurants. 

The locat ion of abandoned depots.provides the c�ty and private 

inves tors with an opportunity to es tablish necessary services within 

the central business district • . The aforementioned are only a few examples 

of re-use of railroad property . It  does indicate the potential value of 

these ob solete s ites. 

D .  SPECIFIC PROBLEMS OF THE LOUISVILLE AND .. 

NASHVILLE RAILROAD 

The abandonment of the Louisville and Nashville depo t is due to 

general problems that face the indus try . Passenger traffic has declined 

partly becaus e Knoxville is not on a direct line between larger cities . 

Also , the inters tate highway sys tem has increased competition on l . c . l. 

11Railway A�e ,  Vol. 147 , No. 19 (May 12 , 1960 ) , p. 10• 

12Ibid . 

13 . Railway.Age
.
, Vol. 165 , No. 13 (September 30 , 19 68 ) , p. 7 .  
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(less than car load ) freight . The·above-mentioned factors are the 

principal criteria needed to support,a central location . The·Louisville 

and Nashville Railroad is forced to operate·at their competitive 

advantage--that being long hauls , c�r load lots , and large bulk items . 

The·above services do not require a central location . Th�refore , the 

railroad feels that the s ite is not being utilitized at its highes t and 

best us e and plans to sell or redevelop the s ite . 



CHAPTER I I I  

PROPOSED FAMILIES O F  RE-USE 

The-purpose of this chapter is to determine the pos sible families 

of uses for the depot s ite . Interaction is the principal factor since 

the proposed re-use mus t be compati�le with the adjacent and neighboring 

uses . 

Knoxville has been delineated into planning units and for the 

purpose . of this thes is only dis tricts One; Two , Four and Five will be 

considered . Figure 1 is a location map for the depot and surrounding 

area . 

A .  PLANNING UNIT TWO 

This planning unit is known as the University area . There are 

1 , 195 acres ef land within this planning unit , and·a.population of 

1 14 , 000 . The area is predominately ins t itutional with The Univers ity 

of Tennes see occupying the southern part of the area . Res idential and 

commercial uses.are·also a vital part of this unit . Land use is 

divided approximately as follows : institutional , 234 acres ; res i-

2 dential , 207 acres ; and commercial 9 6  acres . This planning unit lies 

1 Knoxville Metropolitan Planning S taff , Land Unit Data , Prepared 
for the Knoxville Metropolitan Planning Commiss ion , Knoxville , Tennes see , 
June , 1966 (Knoxville , Tennessee : Knoxville Metropolitan Planning Com- . 
mis sion , 1966 ) , p .  5 .  

2Ibid . 
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wes t of the study area and the boundaries are as follows : north is 

13 

Inters tate 40 , wes t is Neyland Drive , eas t is the Louisville and Nash-

ville Railroad , and south is Fort Loudoun-Lake . There are three maj or 

roads within the area : Cumberland Avenue , Twenty-Third Street , and 

Seventeenth S treet . 

B .  PLANNING UNIT FOUR 

Planning Unit Four which is commonly known as Broadway-is north of 

the s tudy area . 3 It  contains 1 , 241 acres and has a population of 12, 800 . 

This unit is res idential in charact�r �ut does have a heavily built up 

area of commercial development along Central and Broadway . The resi-

dential use amounts to 470  acres and land devoted to commercial uses is 

146 acres . 4 The boundaries of this area are : to the north , Woodland 

Avenue · and Washington Pike ; to the eas t , Cherry and Brice Streets ; to the 

west , Inters tate·7 5 ; and to the south , Inters tate 40 . The maj or roads 

which bisect this unit are Broadway and Central Street and Baxter and 

Cecil Avenues .  

C .  P�ING UNIT FIVE 

This area is characterized by res idential development ; however , it. 

does have areas devoted to commercial , indus trial and ins titutional uses . 

The res idential portion cons is ts of 6 27 acres from the 1 , 573 acres in the 

total unit . 5 There are 91 acres devoted to commercial us e ,  102 acres for 

3 Ibid . , p .  9 .  5 Ib id . , p .  11 . 
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indus trial use and 84 for ins titutional use . 6 This unit is the eas tern 

boundary of the s tudy site and supports a population of 15. 100 persons.7 

Its boundaries are : north. Inters tate 40 ; eas t. Cherry Street and 

McCalla Avenue ; wes t. Fir�t Creek and the Downtown Loop ; and south. Fort 

Loudoun Lake . The maj or roads within the area are Magnolia Avenue. Main 

Avenue and Rivers ide Drive . 

D .  PLANNING UNIT ONE 

Planning Unit One is the prime area becaus e it  is within this area 

that the railroad property is located . This area c9ns is ts of 38 2 · acres 

8· of which the maj or portion is devoted to commercial uses. 137 acres . 

It does have a small section of.indus trial use located at the northwes t 

corner . Inters tate 40 acts as the northern boundary , the Downtown Loop 

and Firs t Creek are· the boundaries to the eas t , Second Creek is the 

boundary to the wes t ,  and Fort Loudoun Lake is t�e boundary to the s�uth .· 

The·population of the area is relatively small at 2 , 050 persons,with· 

9 approximately 14.acres of land used for res idential dwellings . Maj or 

roadways in this area are Gay and Henley S treets and.Clinch and Main 

Avenues .  These roads bisect the unit and afford a fairly adequate trans-

portation network . 

E .  DE�OT SITE 

The depot site is situated at the edge of,the central bus iness 

dis tri�t , on the corner of Broadway and Wes tern Avenue . It  is readily 

8 .!J?g., p .  3 .  
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acces sible to most par ts of the urban area by way of city s treets and the 

high speed , limited access inters tat& sys tem .  The·depot building is three 

and one-half stories and has approximately 30 , 000 square feet of net 

rentab le space . The depot was built in 1904 at a cos t of $175 , 000 . 10 At 

the pres ent time only about one- third of the s tructure is in us e ,  and the 

building is in need of major repairs . 

The site cons is ts of 17 acres of land with the majority of the 

property lying within a flood zone . The building and ab out two acres of 

the land adjacent to it are not in the flood zone . Figure 2 shows the 
. . 

depot building in relationsh�p to · the f�ood.and industrial zones and the 

site location of the depot . 

F .  RESTRAINTS 

Several res traints are imposed in the assump tions of this thes is 

that will have an effect on the proposed re-use of the property . The 

shell of the s tructure will be res tored thus limiting the specif ic re-us e .  

The re-use will have t o  adap t t o  the confines of.the pres ent s truc ture 

with little hope of expans ion . 

The·C ity Hall complex ,  which could have· a great.bearing on re-us e ,  

is proposed to b e  developed into part of the Wes t Leg of the Bus iness 

Loop . Also , the major port ion of the railroad property is to be,taken 

by this Wes t Leg Loop; however , the as sumptio� is made that the depot and 

approximately 35 , 000 square feet of the adjacent land will remain , and 

10 John.Neal , private interview , Knoxville , Tennessee , November 25 , 
1969, 



L EGEND 

1•·-·-·i 
MAXIMUM PROBABLE FLOOD 

1----3 REGIONAL PROBABLE FLOO D 

c:::::::J f•l FLOOD Z ONE 

1-··-··3 I- 3 INDUSTRIAL ZONE 

Figure. 2 .  Zoning map . 

16  



17 

b e  sold or rede vel oped • . This .assumption is based on interviews wit h  

railroad and city planning officials . 

At the present time the railroad pr operty is zoned indus tri al and 

acts as barrier to the expans ion of surrounding districts . Re zo ning of 

the area will not be a pr ob lem as long as the re-use will be compatible 

11 with adj acent uses . 

G. S UMMARY 

It  is the intent of thi�  chapter .to set forth the general  cate � 

gorie s of _uses that will provide proper interac tion with the surr ounding 

uses . The potent ial uses for the s tudy area are general in character and 

specif ic uses will b e  discussed in the f ollowing chap ter . Figure 3 

identif ies in general form,  the predominant uses in the area • .  This .i �  

done t o  achieve an overall view and t o  pr ovide a framework in whi ch to 

evaluate and es tablish the i�teractions of the pos sible re-us es . It is 

clearly v is ible that the railroad property is located in a flexib le and 

advantageous .pos ition due to the fact _that any of the zones could be 

extended to include this property . 

The ·meth odology set forth is an attemp t to approach the prob lem 

of re -us e on a broad scale . Th e-potential us es will be evaluated in 

reference t o  th eir effect on surroundi�g uses and the general welfare 

of t �e city . 

1 1
To m· Cros sman , private interview , Kno xville , Tennes see , November 

25 , 1969 . 
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Re-uses fall in the general classifications : res idential (apar t­

ments and · multi-family dwellings) , retail use (an extensiQn of-the 

central busines s dis tri�t), office use ,  ins titutional and light indus try . 

Thea� are probable uses and the following chap ter will determine the 

market demand.and set for th location criteria.to determine the highes t 

and best use .  _ 



CHAPTER IV 

LOCATION AND GROWTH CRITERIA 

The-selection of - an optimum use for a.location involves balancing 

and evaluating the linkages of each proposed us e .  No single location is 

optimum for all uses . 

The purpose of this chapter is to narrow down-the families of 

uses to es tablish the highest and best us e.of the depot property . A 

location analysis will be carried out.for each class if ication of use .  

The advantages.and disadvantages of the s i te in accordance with the 

location criteria will be s tated . The-location criteria are general in 

nature so that they can be applied to class ification of uses . Greater 

detail will be given to specific uses once. the fami+ies of uses are 

narrowed down .  · 

Each class ification of us e will be reviewed us ing separate criteria 

that_pertain to that use .  To remain as obj ective as pos s ible , the·author 

has used several criteria to eliminate subj ect ivity . 

There are common location criteria that can b e  attributed to the 

families _of uses that are being considered . These will be dis cussed at 

the b eginning of this chapter to avoid repetition . · 

20 
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A .  GENERAL LOCATION CRITERIA 

Favorab le Criteria 

1 .  Access ib il ity . The·s tudy site aff ords good.access ibility , 

resulting from its proximity to Interstate 40 and .Interstate 75 . Also .  

He nley Street and Wes tern Avenue dire ct traffic to the site b y  b ot h  

privat e  and publi c carriers .  Immediate a cces sibility , however , is . diffi-

cult due t o  the congestion ass o ciated with the various turnin 8 movements 

resul ting from the five-co ���� .intersect i on at which the de po t  is 

located . 

2. Central Lo cation . · The ·sit e i �  l ocated at the edge of the · 

central bus iness distri ct .  Although·it is no t within the central core 

of the business dis trict the l ocat ion can take advantage of the overall 

attra ct ion of the area . 

3 .  Utilities . Under the pres ent dens ity standards the exis ting 

utiliti es can ade quately s ervi ce the area ; however , ·certain indus trial 

was tes could exceed the ca pability of the sewage treatment plant . This 
. 

1 d epends on the parti cular type of industrial re- use . 

Unfavorable Criteria 

1 .  Phys i cal Appearance . Th e deteriorating o ccu pancy of the 

surr ounding pro perties de tracts fr om the desirab ility of the site . The 

surr ounding buildings are obsolete and dila pidated--negati vely affe cting 

1 John Ulmer , private interview ,  Knoxville , Tennessee , Novemb er 
2 5 , 1969 . 



the general area. Res torati on of the depot s truc�ure could ins pire 

adj acent property owners to rehabi litate their buildings . 

2 2  

2 .  Pedestrian Accessibility . Be cause -of the le ngthy walking dis-

tance fro m the central bus iness dis triqt to the de pot site , the diffi culty · 

in street crossings , and the la ck of those neigh boring uses whi ch would 

no rmally attract ped estrians in any large vol ume ,  this cannot be .con-

s idered.an advantage for any pr os pe ct ive us e. Th is could be significantly 

alt er ed if there were extensive re �devel opmerttof the adj oini ng pro per ties . 

3� Future Expansion Possibilities • . The -possibilities · of future 

'expansion are limited if parking requirements of f uture uses are con- . 

s idered. 

B • · INDUSTRIAL USES 

Analysis of the potent ial industrial re-us e of .this s ite re quires 

that past trends of indus try be reviewed and several factors of site 

lo catio n be consi dered . 

Re cent growth in indus trial uses is s cat ter ed within Knox County , 

with indus trial parks and rural s ites competing f or a share of the new 

gr owth . Knoxville Metr opolitan Planning Commission is in the pro cess of 

pre paring indus tria l poli cies that will favor indus trial gr owt h in 

2 planned indus trial parks . 

2Richard Go lden , private  communic ati�n ,  �oxvill e, Tennes see , 
February 5, 19 70 . 
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Unfavorab le Criteria 

There are also features which mi tigate agains t 'devel opment of the 

site . They are as follows : 

1 .  Cost of Pro perty . The present pri ce the railr oad is seeking 

3 is $1 . 50 per s quare foot . This would be a deterrent to most .indus tries . 
I 

Lower priced land is ,availab le in indus trial parks in the region that 

nave
"''·�h\ 

.
necessary . facilities to support indus t ria l develo pment . 

2 .  Pro perty Taxes . The ·pro perty t axes for this site do not 

encourage indus trial develo pment . When rehabili�at ion costs are included 

( to meet the ass umption of the the sis ) ,  the s ite becomes und esirable for 

most  industries . 
I 

3 .  Multi-St ore Structure . With few exceptions , mos t  industrie s 

can o perate more . eff i ciently in single -story stru ctures .• 

4. So ci al Cos ts . · All additional cons iderat ions to be made 

relat ive to indus trial us e of the pr operty is related to air pollut ion • .  

At the present time , Knoxville is confronted with serious air pollution 

pro blems . · The re-use of the site for i ndus try could a .dd to this prob lem.  

Pol luti on control devices could be cons tructed and thereby increas i ng 

the cos t  of re-us e .  Again this would depend on the ty pe of industry 

whi ch would re-use the s i te .  

Indus trial Use Potential 

In reviewing the location criteria for indus trial use , it ap pears 

that the high t axes , pro perty cos ts and rehab ilitat ion costs .would be 

3John.McCallie , private interview,  Knoxville , Tennes see , ·January 
11 , 19 70 . 
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the main deterrents in re-use of this ·s ite · for indus try . The ·  city mus t 

also cons ider the possibil ity of air p ollut ion and the abili �y.of t he 

sewage sys tem to handle ind us trial ·was te • An extre mely labor intehsive 

indus try;  such as a clothing company , could utilitize this site . This 
1 

type indus try does have a high emp loyee to floor space ratio . Su ch . ' 

indus tries can operate eff i cient ly in multi-s tory structures . -
I 

Th � · site is now z oned fo�  indus t ry only be caus e railroads fall in 

that catego ry under Knoxville.' s  Z oning .Ordinance .  Certain indus tries 

could utilitize the ·site but the auth or feels it would be e conomi cally 

unfeasible and would not fol low s ound .land us e practic�. 

C • RETAIL USE 

Ri chard Nelson sets f orth c�iteria tQ examine and evaluate the 

strengths .and weaknesses 9i·r�t:�il locati ons . � For the purpose of this 

anal ysis .lo cal retail a ct iv�t ies will be ca teg orized as foll Gws : -

shopping goods , convenience goods ,' automotive and ·mis cellaneous . The 

retail po tent ial o f th � area will be re viewed al �ng .with .the expend !-

ture potential . Only the main factors will be cons idered and ass umpt ions 

will be drawn from these . 

Favorable Criteria 

· 1 .  Adequacy of Present Trade Area Potential . A s tead � moderate 

gain characterizes the populati on trends of Knox County since 1950. The 

4
Richard L .  Nelson , The Sele ction of Retail L ocations , (New Yo .rk: 

F .  W. Dodge Cor poration , 1958 ) , pp . ·  52-55-.-
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5 population in 1950 was 233 , 007 . In 1968 .the populat ion incre ase� b y  

6 45,787 pers ons to  �·total of 268,794. This re �res �nts a total ·incre •se � 

of app �oximately ·17 per cent. ,· · 

.· Knox County ' s  i ncome growth has been · steady . The · i�c��e· o ·f t he·· 

average household was · $4,816 in 1960 and i.s �pected · t o  ·be $12,782 in . 

i990. 7 

Table III shows the po pulation and average in�ome ,per hous ehold . 

fo r the years 1960 t o  1990. The population o f  Knox County i $  expected 

to follow a moderate growt h rate throughout the forecas t period . In 

8 1990 the population of Knox County is estimated to be 357,500 persons . 

The growth ,in personal income . is expected to continue at a s �lid 

pace and will not b e  errat ic  as it was between 1960 and .l96 8 .  The · 

increas e in personal income . and ·the number of families wi �l generate an 

increas e in lo cal retail sales potential . 

Retai � sales in Knoxvi+le ' s  central business district were approxi-

mately $83,074,090 in 1963. This represents a gai n of $7,182,000 or 9�5 

per cent f rom 1958 to 1963.9 

T�ble IV shows t hat t �e overall per centage of retail s �les is 

declining in both the central business district and Knoxville wi th an 

5
Real Es tate Research Corporation , Communit y Improvement Pro gram ,  

Prepared f or Metropolitan Planning Commis sion , Kno Xville , Tenne ssee , 
June, 1969 (Real Es tate Researc� Corporation : New York , 1969), p .  27. 

6 7 Ib i� . ,  p .  26. Ib id . , p .  34 . 

8 ..!E.M.. ' p • 80 • 
9 Ib id • , p • 151 • 
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TABLE III  

KNOX COUNTY POPULATION AND INCOME TRENDS 
AND FORECAST: 19 60-1990 

Numb er Number Number of Mean 
of of Persons Per Household 

Year Persons Families Family Income 

1960 2 23 , 007 66 , 768 3.34 $ 4 , 816 

19 68 268 , 794 81 , 45 2  3.30 8 , 84 2  
� 

1970 276 , 100 84 , 956 3.25 9 , 202 

1980 314 , 100 98 , 156 3.20 10 , 9 92 

1990 357 , 500 115 , 3 22  3.10 12 , 782 

1960-1968 
Change: 
Numb er 45 , 787 14 , 684 4 , 0 26 
Percent 20.5 21 . 8  83.5 

19 68-1990 
Change: 
Numb er 88 , 706 33 , 870 3 , 940 
Percent 24.8 29 . 4  30.8 

Source: Real Estate Research CorporatiQn ,  Community Improvement 
Program, Prepared for Me tropolitan Planning Commission , . Knoxville , 
Tennessee , June , 19 69 (Real Es tate Res earch Corporat ion : . New York , 1969),  
pp . 80-97� 



TABLE IV 

RETAIL SALES TRENDS FOR KNOX COUNTY, KNOXVILLE AND CENTRAL 
BUSINESS DI STRICT : 19 58-1963 

27 

Area 1958 1963 

Knoxville 

Central Bus iness 
Dis trict 

Knox County 

Total 

Per cent of C . B. D .  
Sales t o  Knoxville 
and Knox County 

Percent of Knoxville 
Sales C . B. D  • . and 
Knox County 

Per cent of Knox County ' s  
Sales to Knox ville an4 
C . B. D. ; 

$ 154 , 483 $ 19 1 , 764 

75 , 892 83 , 074 

32 , 967 · 64 , 632 

2 63 , 342 349 , 6 32 

28 . 8  26 . 7  

58 . 6  54 . 8  

12 . 6  18 . 5  

Sour ce :  Real-Es tate Res ear ch Corporation , C ommunit y Improvement 
Pro gram,  Prepared for Metr op olitan Planning Commission , Kno xyille , 

· 

Tennessee , June , 1969 {Real Es tate Resear ch Corporat ion : . New York , 1969 ) , 
pp. 151 -53 . 
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increase in Knox County between 1958 and 19 63 . Th� · percentage of retail 

sales of the central busit;1es s dis tric t and t�e city of:�oxville 

(excluding the central bus ines s  dis trict )  has also declined for the same 

period . In.l958 the central busines s district had 32 . 9  percent of the 

sales in· Knoxville and in 19 63  declined to-'30; 2 percent . 10 

The number of retail out�ets has declined in all three areas , as 

illustrated -in Table V, along . with changes in square feet of retail 

space �nd absolute sales • . 

·. Th_e· sales potential of Knox County will be estimated by reviewing 

the following �tatistical ·data . The comb inatiQn of.increases in personal­

income and expenditures �f family �ncome (�5 percent ) on persona� ��ems.: 

will increase the potential demand of. retail sales· . 11 
·Expenditure. 

potential of Knox County is estimated to be $ 429 , 962 , 316 and will increase 

to $810 , 598 , 3�8 i� 19 90 . Retail sales forecas t are higher due �o sales .. 
') 

from out of the primary trade _area . Table VI shows expenditure potential�� 

and sales potential forecas t by selected intervals fro�-19 68 to 1990 . 

Af ter examining the pas t trebds
.

and forecas t of-retail sales for 

trade area , the as sumption is made t�•t retail sales will continue to 
\ 

decrease within the central busil').ess di,ttict •. The· Mall and Promenade--. 

originally intended to bolster the act ivity within the central bus ines s.  

district--have not substantially increased retail sales if . they .have 

increased at all . At bes t they may-have pos tponed temporarily the decline 

of the retail economy of-the central bus�nes s district . Should the 

·lOibid . , 'pp . 151-53 .  11Ib id . '  p .  -17 3 . 



C.B . D .  

Knoxville 

Knox County 

TABLE V 

RETAIL SALES AND SPACE TRENDS IN KNOXVILLE , CENTRAL 
BUSINESS DI STRICT AND KNOX COUNTY : 1958-19 63 

Retail Square 
Outlets Feet 

- 35 - 201 , 122  $ 

- 2 832 , 035 

- 55 · 559 , 355 

29 

Sales 

7 , 182 , 000 

3 7 , 281 , 000 

31 , 727, 000· 

Source : Real Es tate Research Corporat ion , Community Improvement 
Program, Prepared for Me tropolitan Planning Commission , Knoxville , 
Tennes see , June , 1969 (Real Es tate Research Corporation : New York , 
1969) , PP• 15 1-53. 



Year 

19 68 

1970 

1980 

1990 
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TABLE VI 

RETAIL SALES POTENTIAL , KNOXVILLE ( EXCLUDING C . B . D . )  
AND KNOX COUNTY: 19 68-199 0 

Expenditure Retail 
Potential Sales 

$ 396 , 101 , 076  $ 4 00 , 785 , 000 

429 , 9 62 , 316 433 , 43 7 , 000 

593 , 363 , 020 620 , 823 , 000 

810 , 598 , 338 827 , 758 , 000 · 

Sour ce :  Real Es tate Resear ch Corporation , Communit y Impr oveme nt 
Pro gram , Prepared for Metropolitan Planning Commiss ion , .Knoxville , 
Te nnessee , Ju ne , 1969 (Real Es tate Resear ch Corporation : . New York , 
19 69 ) '  p .  174 . 
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p rop osed maj or sho pping facility be cons t ruct ed within the wes tern 

portion of the ci ty ,  it is very probable that a subs tantial portion of 

current c�nt ral bus iness distri ct ' s  retail.activity will be transferred 

to the new center , 

2 .  Busines s Inter ceptio n. In sele cting a s ite accord ing to the 

principle of bus iness inter ce ption , the s ite should .be between the market 

( t rade area) and the market pla ce (s ,our c� of goods ) . 12
· This e�abies the 

f i rm to attra ct pe ople en r oute t q  the central bus iness .dis tr ict �  

• 1 3 .  Minimi zation of Competitive Ha zards . The retail comp etition 

f rom shopping centers within Knox County is not .impressively s trong at 

this time . These shop ping centers la ck the size ,  di�ers ification and 

s t rength
. 

to compete for the overall mar ket . Downtown Knox ville still 

has a competitive edge in the market although its degree of domi nance is 

decli �ing . The department s tores are i ts s tr ongest assets and.will con- . 
I 

t inue to act as magnets f or cus tomers . Revitali �ati on within the 

ce ntral bus ines s district could stimulate reta .il sales and improve its 
I 

compet itive pos ition . 

4 .  · Site Economics . The site provi des ade quate space for smal l 

retail establishments .although.the layo ut of the s tructure will not 

allow large open.areas . Th � building is supp orted by l oad bearing walls 

that cannot be removed; th�refore , there would be cons iderable broke n 

displa! areas . The s tructure would be better suited for small retail 

out lets . 

12 Ne ls en ,  �·.cit . , p. 54. 
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Sidewalks , streets lighti�g , and ut ilities are adequate although 

the steps leading to the depot from Western Avenue have to be re�es igned 

to eliminate the s teep pitch . 

As stated previously , the site borders.a flood zone that can be 

us ed effec tively for parking . The· amount of land availab le fo
,
r parking 

would no t be adequate if the entire building were to be.devoted to retail 

use .  The site provides a rat io of floor to parking 1 : 1  1/2 which is 

below the des ired 1 : 4 ratio . 13 The required ratio is 1 : 3 but this would . 

I 14 no t be adequate . · 

' Res toration of the building would have to provide the modern con-

veniences that.are·offered in compet ing retail outlets . The building 

would have its unparalleled at tractiveness that could be promo ted and 

become an as set for the tenants .  

Unfavorable Criteria 

Although the site offers a number of advantages it als o has the 

following liabili ties : , 

1 .  Cumulative At trac tion . Similar retail outlets can sometimes 

draw a large numb er of cus tomers when they are located together . The· 

us es.surrounding the depot do not,provide the bas is for cumulative 

13Ib id . , p, .110 . 

14
Knexville Me tropolitan Planning Staff , Knoxville Zoning Ordinance ,  

Prepared for the Knoxville Metropolitan Planning Commis sion , Kno�ille , 
Tennessee , June , 19 66 (Knoxville , Tennessee : Knoxville Me tropolitan 
Planning Commiss ion , .l9 66) , p .  5 .  
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attraction; however ,  an appropriate mix withi� the building can help 

achieve cumu1ative attraction . 

2 .  Compatibility . The principle of compatibility requires that 

there be no interruption in customer traffic and that c�s tomer inter-

15 change be at a maxi�um . Due to the lack of a department s tore within 

the area and the number of street crossings , this is a serious disadvan-

tage . 

Retail Use Potential 

Retail use could be feasible but at a margina1 level . Population 

and income withi� the county and city have increased at.a lower percent-

16 age than the nation . At the present time Knoxville has a larger 

17 proportion of land devoted to retail sales t�an mos t,citi�s its s ize . 

A certain amount of future growth.can be ab sorb ed in the existing retail 

s tores before.additional space is needed . The Community Improvement Pro-

gram for Knoxville s tates that the.maj ority of.new growth will take place 

18 in the wes tern part.of the city . This is a reflection of the direction 

of growth within the area . 

Retail use may be desirable if it is a supporting use . for this 

s ite . This would have to be on a relatively small scale . because of the 

parking required • . The s ite does not offer good pedestrian access ibility . 

15 . Nelson , £E.· cit . , p .  54 . 

16Rea1 Es tate Research Corporation, ·££· cit . , pp. 26-34. 

17 18 . 
· �· Ib id . ,  p. 102 . 
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D .  OFFICE SPACE USE 

The · opt imum.s ite for private office activities within Knoxville 
I 

can be described in both economic and locational terms . , Only the main 

elements for determining office potential will be cons ide�ed and the 

assumption will be made based on these  factors as to the potential' of 

future-office space . 

The·function of downtown Knoxville is changing from a retail 

nucleus to an office center . Since the es tablishment of Tennessee Valley 

Authority, office space has expanded to !�elude a large number of the 
; 

area ' s  bus iness and service outlets . At the present time the Tennessee 

Valley Authority 1$ the principal user of office space within Knoxville . 

The maj ority of the space they lease . is in buildings whi�h are fifty 

19 years old and privately owned . . The·Tennessee Valley Authority is 

having difficulty today f inding adequate off ice space . 20 

Demand for private off ice space in Knoxville appears c 'ertain to 

increase in the years ahead . The population and income growth will 

generate increased demand for cus tomer services of all types . Employ-

ment forecas t in service and finance--insurance--real es tate indicates a 
' 21 growth of approximately 10 , 000 new j obs by 19 90 . Table VII shows a. 

19 Donald Boyette , private i�terview , Knoxville , Tennessee , 
January 10 , 1970 . 

20Ibid . 

21 
Real Es tate Research Corporation , ££• ·£!!., p .  16 7 .  
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TABLE VII 

SELECTED EMPLOYMENT FORECAST ,  
KNOX COUNTY , 19 68-19 90 

Finance , 
Insurance , 

Year Real Es tate Service Government 

19 68 3 , 755 13 , 800 21 , 794 

1970 3 , 869 14 , 420 2 3 � 045 · 

1975 4 , 168 16 , 09 7  2 6 , 575 

1980 · 4 , 4 90 17 ; 973 · 30 , 787 

1985 4 , 837 20 , 170 35 , 8 31 

19 90 5 , 2 11 2 2 , 4 13 41 , 408 

Source : Real Es tate Research Corporation , Community Improvement 
Program , Prepared for Metropoli tan Planning Commis sion , Knoxville , 
Tennes see , June , 1969 (Real Es tate Res earch Corporat ion : New York , 
19 69) , p .  155 . 



break down of employment forecas t .  Other factors that ·wi�l create 

greater demand are : national trends toward more regional offices of 

36 

national firms , increase in the number of office machines and more space 

22  per employee .  

The Real Es tate Rese'arch Corpsration has conducted a survey . of 
. 23 rentable office space wit�in the central business district . They used . 

such criteria as locat ion , impress iveness , maintenance , nature of tenancy , 

elevators , and lobb ies and air conditioning to determine a clas s rating 

of A ,  B ,  or C .  This survey determined that 490 , 243 s quare feet of office 

space (excluding Tenness ee Valley Authority) was located within the cen-

tral bus iness dis trict in 19 68 . Class A rating was given to 124 , 741 

24 s quare feet or 24 percent . The results of this survey are shown on 

Table VIII . 

Favorab le Criteria 

1 .  Parking . The site could provide sufficient parking for office 

use . Applying the s �andard of 325 square feet of parking to 150 square 

feet of office space , this could accommodate 120 cars . 25 

2 .  Building as an Address .  Pres tige to many bus iness concerns 

can be attai�ed by location and as sociation with leading business es • . In 

many !�s tances prestige is es tablished primarily by the charac ter of 

22Ib id . , p .  156 . 
23Ibid . , p ,  .154 . 

24
ibid . , pp . 154-55 . 

25t . Ros s  McKeever , ed . , !.!!!,·· Community Builders Handbook (Washing­
ton : Urban Land Ins t itute , 19 68) , p .  247 • · 



TABLE VIII 

KNOXVILLE ' S  PRINC IPAL CENTRAL BUS INES S DI STRICT OFFICE SPACE , 1968 
(EXCLUDING TVA) a 

3 7  

Year 
Class Built 

Net Rentable 
S pace (sq . ft � )  

Percent 
Va cant 

Range of Rental 
Per (sq . ft . )  

A 1962-1965 125 , 741 $ 3 . 60-$ 5 . 5o
b 

B 1907-1962  2 7 7 , 348 4 . 7  3 . 75- 4 . 00 

c 187 6-1960 88 , 154 9 . 2  3 . 50- 3 . 7 5 

Total 490 , 243 4 . 9  $ 3 . �0-$ 5 . 50 

aln 1968 the TVA occupied 349 , 896 square feet of office s pace 
within the central bus iness dis tric t . 

bThis information ob tained in interviews with Donald Boyette and 
John McCallie . 

Sour ce :  Real Es tate Res ear ch Cor porat ion ,  Community ImErov�ment 
Pro gram , Prepared for Metro poli tan Planning Commission , Knoxville , 
Tennessee , June , 1969 (Real Estate Resear ch Cor porat ion : New York , 
1969 ) , p. 155 . 
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26 building improvements and the occ�pants . The · depot building is a land-

mark and well known within the community . Res torat ion can furnish the 

aes thetics that create the attitude of pres tige � . 

3 .  Building Appearance .  The age of the building it�elf . does , not 

determine the lev�l of des irab ility . Maintenance of the s tructure fre-

quently does ; however , the building must s t ill provide the modern 

conveniences that are offered in competing s ites . Proper res toration 

could furnish essential aes thetics which could make this building one . of 

the mos t des irab le . 

Unfavorable Criteria 

Of the several us es considered , office use of the depot seems to 

pose the fewes t difficulties . Although many of the mitigating circum-

s tances negatively affecting other considered. uses would operate agains t 

office use as well . 

Office Use Potential 

Analysis of the pas t trends and future estimates leads to the 

assumption that the market for quali�y office space has great potential . 

Mos t  of the available office space is  in the older buildings cons tructed 

j us t  after the turn of the century . Thes e s tructures display serious 

physical and functional obsoles cence and in some . cases lack modern 

conveniences such as air-conditioning and proper lighti�g . The market 

26 James C .  Downs , Principles of !!!! Es tate Management (Chicago : . 
Ins titute of Real Es tate Management , 1964) , p .  282 . · · 
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demand for office space that is  well-des igned and .in a prestigous bui+d­

ing shows a very good potential . ' 

E .  RESIDENTIAL USE 

The · re-use of this site for residential purposes is unfeas ible 

due to the structural character of this building . Renovation required 

to convert this . s tructure ·into apartment facilities would necess itate 

the removal of the exist ing load bearing walls . Such - extens ive alterat ion 

would prove to be economically prohib itive . 

F .  INSTITUTIONAL USE 

Local government act ivities have a maj or impact on land us e .  In 

�oxville there is an apparent need for additional government structures . 

The existing ci�y and county buildings are physically and functionally 

ob solete . 

Location criteria for institut ional us e and off ice space are 

s imilar . Only criteria that are unfavorable will be discussed in detail 

to avoid repetition • .  

Unfavorable Criteria 

1 .  Interrelationships .  The interrelationship between public and 

private activities is a prime cons ideration in site location for ins ti­

tutional uses . The main library , federal building , Court House and 

Jail , Tennessee Supreme Court and Post Office are all located at the 

oppos ite end of the central business dis trict . These government functions 
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should be grouped together if at all pos s ible . This facilitates inter- . 

relationship for both publi� and private activities . Although the city 

�all complex is located in a close proximity to the depot site , proposed 

plans call for relocation of the complex ; therefore , eliminating any 

benefit that could . be derived from this poss ible interrelati9nship . 

2 . · Parking . Parking would be a problem because of . the· number of 

government service vehicles , employee parking , and vis itors to ins ti­

tutional offices . 

Ins titutional Use Potential 

The location on tbe edge of the c�ntral busines s  dis trict is 

ideal for ins titutional use . The · maj or difficulty i� that the maj ority 

of public buildings and functions are at the oppos ite end of the central 

business dis tric t . The amount of available land does not . warrant the 

consideration of a civic center . It . is poss ible , however ,  that a 

part�cular public use could utilitize this s ite--a public use which does 

not have s trong . relationships with other ins titutional uses and does not 

have to be in the near proximity of these uses . 

G .  SUMMARY 

An assessment summary of the families of uses in relationship to 

location criteria is shown in Table IX . The main factors in determining 

the potential families of use will be re-examined b elow . 

The disadvantages for indus trial re-use outweigh the advantages . 

High property cos t ,  property t�es , and restoration cos ts make it  

economically unfeasible . There is available land in s everal indus trial 



TABLE IX 

AS SESSMENT SUMMARY OF LOCATION CRITERIA 

Location Criteria 

Accessibility 

Central Lo cation 

U tili ties 

Physical Appearan ce 

Indus trial Re tail 

+ + 

+ 

Pedes trian Access ibility 0 

Future Ex pans ion 
Pos s ibilities 

Cos t of Pro perty 

Pro perty Taxes 

Multi - S tory S tructure 

Ade quacy of Present Trade 
Area Po tential 

Bus ines s Inter ce ption 

Minimi zation of 
Competi tive Hazards 

Site Economics 

Cumula tive Attraction 

Compa tib ili ty 

Parking 

Building as an Address 

Ins ti tutional 
Interrela ti onshi ps 

Social Cos ts 

+ 

0 

0 

0 

0 

0 

0 

o. 

+ 

0 

+ 

+ 

+ 

0 

0 

Off ice 

· +  

+ 

+ 

0 

0 

+ 

+� 

·+ 

0 

+ 

+ 

+ 

+ 

+ 

0 

Key : - unfavorable ; + favorable ; 0 no effect. 
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Ins titutional 

+ 

+ 

+ 

0 

0 

+ 

· +  

0 

0 

+ 

+ 

+ 

0 
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parks and in Knox . County a t  lower cos t that provide the facilities needed 

for a good . indus trial location . Social cos ts such as air pollution and 

sewage system are ques tionable--depending on the specific type of 

indus trial re-use .  Knoxville , however , at the pres ent time is faced 

with a serious air pollution problem and cannot afford to add to this 

issue . In considering these factors indus trial re-use is not recommended 

for this site . 

A limited number of retai� outlets could be located within the 

depot s tructure . This assumption is based on the following criteria : 

1 .  Sufficient parking could not b e  provided if the entire build­

ing were to be us ed for retail outlets . 

2 .  · Increased sales could be absorbed by existing retail es tablish­

ments , before additional space is needed . 

3 .  Growth - is occurring in the wes tern portion of the city and if 

the proposed maj or shopping center is cons tructed will have an adverse 

effect on the central business dis trict . 

4 .  Decreases in the percentage of retail sales will continue to 

occur unless serious efforts are made to revitalize the central bus iness 

district . 

5 .  The site does not offer good pedes trian acces sibility o 

If , however , serious efforts are made to res tore . the downtown area 

and the business district loop is completed , the central business district 

may maintain its present position as a market center . 

Off ice re-use meets the location criteria with few exceptions . 

Th� · demand for this space and its future potential makes it  a very 
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des irable re-us e .  The · followi�g are the main criteria in es tablishing 

off ice space as a potential us e :  

1 .  T�e s ite h�s sufficient parking for office us e .  

2 .  The · building i s  a distinguished landmark and well known which 

provides the ingredients for a pres tigious location • .  

3 .  Forecas t for related employment indicates a des irable 

potential . 

4 .  Proper res toration will furnish the needed aes thetics . 

5 .  Vacancy rates for quality office space is almos t . nonexis tent . , 

Res toration of the building would have to provide modern con- . 

veniences that are offered in quality office space • .  Res idential re-use 

is omit ted at this t ime because of the phys ical character of the depot 

s�ructure . There is a pos s ib ility for ins titutional re-us e .  This use 

would have to be !�dependent of other pu�lic uses . Care should be given 

that parking would be sufficient for the particular re-use .  The f9llow­

ing chapter will determine if retai� and office space would be feasible 

when cons idering development cos ts , operating cos ts , and operating 

income . 



CHAPTER V 

ECONOMIC ANALYSIS 

In this chapter an income stream fore cas t will be applied to office 

and retail us es . This will determine if the particular use or a comb i­

nat ion of uses can be jus t ified by a reas onable rate of return on the 

inves tment . 

Income produ ctivity is dynami c. Pas t income ex peri en ces may indi­

cate a certain trend and present income flow may add to its validity , 

but ant i ci pated future income expectancy may dif fer on the basis of 

nat ional , regional and lo cal bus iness activities . _ 

The degree of risk will vary with the ty pe of . inves tment . This 

income s tream forecast es timates the mos t  probable level - of income 

return . It  must  be realized that there are varying degrees of risk and 

that the stated return will not be  exact ly as reported . Income forecas ts 

are based on market prices and revenue is determined by the willingness 

of tenants to pay for these services . The supply and demand function will 

be the determining factor of future income . The · obj ective of this analysis 

is te predict the mos t  probable future income . 

A.  RELATED COSTS 

Fixed Cos t s  

There are two cos ts that wi ll remain cons tant throughout this 

cha pter : they are exterior res toration cos ts and land cos ts . They will 

to stated here to avoid re petition : 

44 
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1 .  Exterior Res toration Cos ts . The · building will be res tored to 

its original quality . This cos t will average approximately $9 . 00 a 

square foot with · a total cos t of $190 , 000 . 1 

2 .  Land Cos t .  To avoid differences . in th� stated value o f  the 

railroad property t the author felt that it  would be advantageous to use 

the property cos t the railroad is requiring to purchase the s ite . The 

total cos t would be $ 114 , 000 at $1 . 50 · a square foo t , · 

3 .  Property Taxes , Real estate . taxes for the city are based on 

40 percent of evaluation at $ 2 . 85 per $100 and county taxes are 2 5  per-

cent of evaluation at $3 . 80 per $ 100 . These rates will b e  applied to 

each use to determine the property taxes . 

Cos ts Omitted 

1 .  Depreciation . For the purpose of this analysis , depreciation 

is not included . Depreciation is � neither a cash . outlay nor an operating . 

expense • . The treatment of depreciation is , a mat ter of financial policy 

since it does not affect productivity . Since the inves tor is primarily 

interested in the amount of net profit , depreciation will be adapted to 

2 his own special inves tment obj ectives and his tax position . 

2 .  Income . Tax . Income tax is not considered because it reflects 

3 the special circumstances . of the investor . 

1 Judson Robertson , private communication , Knoxville , Tennes see , 
January . l9 , 19 70 . 

2 
Richard u . ·Ratcliff , Real Es tate Analysis (New York : McGraw-

Hill Book Company , Inc . , 1961) , p .  110 . 

3 Ib id . 
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1 .  Capi�alizat ion Rate .  The applicat ion o f  tbis analys is of 

bus�ness risk is a process of converting the produc tivity pred iction 
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into a capital value for the !�ves tment .  The - selection of a capital!-

zat ion rate is an important s tep in this procedure . The - rate is largely 

a function of risk ; a safe and sure return will j ustify a low cap itali-

4 zat ion rat � ;  an uncertain return - will call for a higher rate . 

B .  OF�ICE SPACE INCOME STREAM ANALYSIS 

1 .  Interior Cos ts . Remodeling cos ts for s imilar office space 

occupied by Tennessee Valley AuthQrity was . es timated to be $15 . 00 - per 

square foo t .  5 This same amount will be used for the depot building . ·· 

After remodeling , th� building would be comparable to any competing office 

space withi� Knoxville . 

2 .  Operating Income . The rental rates of quality office space 

within Knoxville is . $4 . 50 to $5 . 50 per square foot . The · depot building 

c4n offer as many conveniences as competing sites ; therefore , it is 

assumed that $5 . 50 per square foot . would be a reas onable rent . Proper 

promot ion of this s ite could pos s ib ly increase this rate becaus e the 

s ite does have a - definite advantage in that on-site parking is available . 

4 
Ib�g. II P •  113 . 

5
nonald Boyette , private interview ,  Knoxville , Tennessee , January 

10 , 197 0 . 
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3 .  Vacancy Rate . The · rate . of occupancy for clas s A . office space 

in Knoxville is . lOO percent . As a safety factor . a vacancy rate of 2 

percent is as sumed . 

4 .  Operating Expenses . In operating expenses such items as 

materials and labor for mai�tenance , insurance , cleaning , air condi�ion-

ing and heat ing are included . A cqst of $ 1 . 50 per square foot is assumed -

6 for these . expenditures based on s imilar office space in Knoxville . 

Table X shows the detailed income flow and capitalization rate 

for office space . Equity of . $203 , 500 or 25  percent of the total cos t 

would yield a capitalization rate of 15 percent . The amount of mortgage 

would be $ 610 , 500 at 10 percent for 25 years . This rate of return on 

7 equity is considered to be a good inves tment . 

C .  RETAIL SPACE · INCOME STREAM ANALYSIS 

1.  Interior Costs . This cos t includes centralized air-condition-

ing , new elevators , and all neces sary items that would make the interior 

at tractive and functional for retail use . The tqtal cos t would be 

8 approximately $238 , 000 · or $7 . 00 ·per square foot . 

6 John McCallie , private interview , Knoxville , Tennes see , January 
11 , 1970 . 

7Gerald Garner , private interview , Knoxville , Tennessee , January 
29 , 1970 . 

8Jack Ayres , private interview , ·Kn�xville , Tennessee , January 26 , 
1970 . 



TABLE X 

INCOME STREAM ANALYSIS FOR OFFICE SPACE 

DEVELOPMENT COST 

Interior Res torat ion 
Exterior Res toration 

Land Cos t  

OPERATING STATEMENT : 

Income 
Vacancy Rate 

Expenses 
Property Tax · 

NET OPERATING INCOME : 

34 , 000 sq . ft . x $15 . 00 

30 , 000 · sq . ft . x $5 . 5 0 
2% 

30 , 000 sq . ft . x $1 . 50 · 

Before Deb t Service , Depreciation , 
and Income Taxes . 

EQUITY (25%) 

MORTGAGE 

INTEREST 10% for 25 Years 

CAP ITALIZATION RATE 
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$ 510 , 000 
190, 000 
7 00 , 000 · 
114 ,000 

$ 814 , 000 · 

$ 165 , 000 · 
- 3 ,300 

$ 161 , 700 

$ 45 , 000 
21,256 

$ 66 , 256 · 

$ 75 , 360 

$ 203 , 500 

610 , 500 

1 , 029 , 300 

15% 
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2 .  Operat ing Income . · The · average rent . for retail space in Knox-

9 ville is approximately $ 2 . 25 per square foot . . This amount is as sumed 

for this analys is . The total income received from rent would be $67 , 500 . 

3 .  Vacancy Rate . A vacancy rate of 2 percent is us ed , based on 

10 interviews with realtors . This rate , however ,  applies to ground 

floors . The lack of . information for upper floors leads the author to 

assume the same vacancy rate . 

4 .  Operat ing Expenses , Mr . Martin ,  maintenance engineer for 

Miller ' s  Department S tore , has determined operating cos t . to be approxi- . 

11 mately $0 . 36 per square foot . The to tal operating cost . is es timated 

at $10 , 800 . 

Table XI shows the break down of the income s tream for retail 

space . The investor ' s  equity for retai+ use . would be $135 , 000 , or 25 

percent and $406 , 500 mortgage at 10 percent for 25 years . This yields 

a capitalization rate of 22 percent on the inves tor ' s  equity . This 

capitalizat ion rate is rather . high , indicating a greater risk on the 

inves tment .  

The preceding chapter has es tablished that . the entire structure 

should not be devoted to retail use . The main reasons for these 

assumption are : the large amount of land devoted to retail us e ,  decline 

9charles McHenry , private interview , Knoxville , Tennessee , January 
29 , 19 70 . 

10 Wallace McClure , private interview , Knoxville , Tennessee , February 
5 ,  1970 . 

11Edward Martin ,  private interview ,  Knoxville , Tenn�ssee , February 
10 , 19 70 , 



TABLE XI 

INCOME STREAM ANALYS I S  FOR RETAIL SPACE 

DEVELOPMENT COSTS : 

Interior Res toration 
Exterior Res toration 

Land Cos ts 

OPERATING STATEMENT : 

Income 
Vacancy Rate 

Expenses 
Property Tax 

NET OPERATING INCOME : 

34 , 000 sq . f t . x $7 . 00 

30 , 000 sq . f t . x $2 . 25 
2%  

30 , 000 sq . f t . x $0 . 36 

Before Deb t Service , Depreciation , 
and Income Taxes . 

EQUITY ( 25%)  

Mor tgage 

INTEREST at 10% for 25 Years 

CAPITALIZATION RATE 
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$ 238 , 000 
190,000 · 
428 , 000 · 
114,000 · 

$ 542 , 000 

$ 67 , 500 
- 1,350 

$ 6 6 , 150 

$ 10 , 800 
10 ,540 

$ 21 , 340 

$ 44 , 810 

$ 135 , 500 

406 , 500 

702 , 000 

2 2% 
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in percentage of sales in the central bus ines s district , and large park-

ing requirements for re tail us e .  Th� possibility of mixed uses will be 

examined next . 

Tab le XII illus trates the income flow for off ice and retail uses . 

Under this plan the s treet level would be us ed for retail space and all 

other floors for off ice space . Figure 4 shows the layout for the street 

level floor of the depot s tructure . 

This analysis shows that the inves tor is required to have an equity 

of $181 , 900 , and carry a mortgage of $546 , 100 at a 10 percent interes t 

rate for 25 years . The re turn on the inves tor ' s  equity would only be 

10 percent . This , return is no t cons idered reasonab le for the risk 

involved . 12 

D. ALTERNATIVE INVESTMENTS 

To present an accurate approach to the re-use of . the s ite , the 

inves tor should cons ider the rates of return on alternative inves tments . 

The · inves tor can take advantage of higher interest yields becaus e of . the 

large amount of capital he is willing to inves t .  Several possible 

inves tments are lis ted in Tab le XIII , but it mus t  be s tated that the rate 

of return on the following are s tab le with little risk involved . 

12
Gerald Garner , private interview , Knoxville , Tennes see , January 

2 9 , 19 70 . 
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TABLE XII 

INCOME STREAM ANALYSIS FOR OFFICE AND RETAIL SPACE 

DEVELOPMENT COSTS � 

Interior Res toration 
Office 23 , 500 sq . f t . X $15 . 00 $ 348 , 000 
Retail 10 , 500 sq . f t . X $7 . 00 7 5 , 600 

Exterior Res toration 190 2000 
613 , 600 

Land Cos t 114 2000 
$ 7 2 7 , 600 · 

OPERATING STATEMENT : 

Office 20 , 000 sq . ft � X $1 . 50 $ 11 0 , 000 
Retail 10 , 000 sq . ft . X $0 . 36 . 2 2 2500 
Vacancy Rate - 2 , 650 

Expenses 
Office 20 , 000 sq . f t . X $1 . 50 $ 30 , 000 
Reta�l 10 , 000 sq . f t ; X $0 . 36 3 , 600 

Property Tax 162143 
$ 49 , 743 

NET OPERATING INCOME : 

Before Deb t Service , Depreciation , 
and Income Taxes . 

EQUITY ( 25%) $ 181 , 500 

MORTGAGE 46 , 100 

INTEREST 10% for 25 Years 943 , 100 

CAPITALIZATION RATE 10% 



O F F I C E  

R E STAUR A 

D E C K 

W A I T I N G  R O O M  

0 F F l  C E R E S T  

R O O M 

�J 
I 

' P' 20' 1 o' � !d 
I I I 

Figure 4 .  Street level floor layout . 
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TABLE XIII 

ALTERNATIVE INVESTMENTS AND RATE OF RETURN : 1970 

Type Inves tment 

Municipal Bonds 

Corporate Bonds 

Saving and Loan Association 

Triple A Bonds 

General Motors Accep tance Corporation 

54 

Rate of 
Return 

8% 

6-9% 

7 1/2% 

8% 

8% 

Source : Gerald Garner , private interview , Knoxville , Tennessee , 
January 29 , 19 70 . 
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E. SUMMARY 

This chapter has _ examined income flows for office , retail and a 

mixture of office and retail space . Office space would yield a capitali­

zation rate of . l5 percent , wh�ch indicates . it is a relatively safe and 

profitable inves tment . The capitalization rate for retail space is high 

at 2 Z  percent , suggest�ng a greater degree of risk is · involved in such 

an undertaking . Also , a mixture of office and retail space was analyzed 

and the capitalizati9n yield was 10 percent . This return is too low 

when compared with alternative inves tment yields . 

The pres ent interes t . rate of 10 percent for commercial loans is 

used to determine the yield on the inves tor ' s  equity • . It should not be 

overlooked that changes in the national , regional , and . local economic 

conditions will affect the above capitalizat ion rates and appropriate 

adj us tments would have to be made . 



CHAPTER VI 

CONCLUSION 

A .  SUMMARY OF ANALYSIS  

Decl ine in pas senger and l . c . l .  freight service within the rail­

road . indus try has led to the abandonment of central rail facilities . 

These central locat ions are a prime importance and proper cons ideration 

should be given to their re-use .  A number of cities throughout . the 

nat ion have taken par t  in the re-development of abandoned depots . 

The intent of this thesis is to determine the highest and bes t 

use of the Louisville and Nashville railroad depot . · This s tudy has 

identif ied three groups of factors that influence the pos sible re-use of 

the depot s ite : (1)  recognition of adj acent planning units , (2)  the 

locat ion criteria , and ( 3 )  income flow analys is . 

B .  HIGHEST AND BEST USE 

The survey of the site and surrounding planning units established 

f ive proposed families of uses . These proposed re-us es were : indus try , 

res idential , institutional , retail and office use .  

The examination of the proposed us es in regard to location 

criteria eliminated the f ollowing uses : 

1 .  Indus trial use was eliminated due t o  the high property cos t , 

property taxes and res torat ion cos ts , plus the availability of other 

indus trial sites and the phys ical character of the structure . 
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2 .  Residential us e was not feas ib le because of the s tructure 

character of the depot building . 
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3 .  Ins titutional use could be pos s ible if . a particular use could 

be es tablished that would not require interrelationships with other pub­

lic uses . 

The · income flow analysis determi?ed the economic feas ibility of 

the remaining proposed uses , office and retail space . Retail space was 

no t desirable because of the high capitalization and lack of sufficient 

parking . · A mixture of retail and office uses was evaluated and determined 

to b e  economically unfeas ible because of low capitalization rate . 

Al ternative inves tments that are cons idered s table yield approximately 

the same return on the inves tor ' s  equity . Therefore , office space has 

been es tablished as the highes t  and best use for the property . This use 

is compat ib le with adj acent us es , meets the location criteria with few 

exceptions and yields a capitalizat ion rate favorable to alternative 

inves tments . 

C .  ALTERNATIVE USES 

This entire thesis has b een pos tulated on the assumption that the 

maj or determinant in any decis ion relating to the re-us e o f  the terminal 

building or any other s tructure , for that mat ter was an economic one . 

modified only by exis ting regulations . It  is evident from this writer ' s  

examination that while this may be a maj or consideration in private 

decis ion making , there are far ' too many excep tions . to no t acknowledge 

them . The assumptions within thi� thesis are reasonably valid and are 
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based on an extrapolat ion of current trends within the Knoxville region . 

Furthermore , they are based on the s tated plans of both the public and 

private sectors for both the railroad properties and those areas around 

the property which would most likely influence the re-development of 

the entire s ite . Given these as sumptions , the contentions of this thesis 

are reasonably valid . 

No validity is claimed , however ,  if certain assumptions are 

altered . It is reasonable , for example , to raise certain ques tions about 

the s tated plans . At . this writing the prospect for . implementat ion of the 

downtown loop as it affects the railroad property is in doub t . Should 

this plan be s ignificantly altered , then other re-use cons iderat ions , 

could be made . A s imilar cas e can be made for the expansion plans of 

the Univers ity . Should the Univers ity decide to expand in a northerly 

direction , an intention it  presently disclaims , then obvious ly , the rail­

road property would have to be viewed in a different light . 

Beyond the s cope of the economic analysis employed within this 

thesis is the pos s ibility of an inves tment . in the railroad properties by 

government .  It  is not inconceivable , for example , to envis ion the 

acquisition of all the railroad properties from Wes tern Avenue to Fort 

Loudoun Lake as part of a mas sive inner city reyitalization plan . Such 

a decis ion , while not likely , is not inconceivab le . 

A mas s ive immediate inves tment in propert ies described could be 

employed as the triggering device for inner city economic revitalization . 

As such , certain forms of economic analysis could be employed , but on a 

long range basis . 
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Other alternatives , even less likely than government subs idy , but 

nevertheless pos s ible , would be the acquisition of the entire site by 

private enterpris e for full-scale private re-development . With urbani­

zation in the United S tates proceeding at it� present pace , such an 

inves tment is possible . That it has already occurred in other cities in 

the country suggests it could happen here . 

In reasses s ing the economic approach to evaluating the re-use of 

the terminal building this writer has drawn the conclus ion that while an 

economic analys is provides cons iderable information for the ultimate . 

decis ions which mus t be made , the noneconomic could weigh more heavily . 

For the mos t  part , unfortunately , they cannot be quantified excep t in 

the long run . The inves tment in Central Park could not be j udged at the 

time of the setting as ide of the land . There is some doub t that it could 

be quantified even at this date . That it has had a positive economic 

impac t . upon Manhattan is beyond question . · How much , is something else . 
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