
The Dead Zone 
Four vs. eight stories 

 
Background 
 
The new zoning code caps project size at 5 stories and in the development and 
construction world this is known as the Dead Zone. 
 
Buildings from 1-4 floors can be constructed as unprotected wood frame and project over 
4 stories requires a fire separation and needs to be built with non combustible material.  
The project cost increased dramatically from 5-7 stories because of this change and is 
called the Dead Zone because no one wants to build projects this size because of the 
construction cost premium.  The reason is wood can no longer be used and the structure 
has to change to steel & concrete that can add a premium of 50% to the shell structure 
cost. 
 
Pricing/Budget 
 
In today’s market:  

• 4 story facility cost $75.00/SF 
• 5 story facility cost $105/SF 
• 6 story facility cost $100/SF 
• 7 story facility cost $95/SF 
• 8 story facility cost $90/SF 

 
Rent/Affordability 
 
The bottom line is what the future tenants will pay in rent and how affordable the facility 
will be.  Using the example above assume a 15,000 SF per floor: 
  
Number 
of 
stories 

 Increase 
in project 
cost/SF  

 Increase in 
Project cost   

Increase 
in annual 
rent 

4  $        -     $             -    $0  
5  $   30.00   $  1,800,000  $189,555  
6  $   25.00   $  1,500,000  $157,963  
7  $   15.00   $     900,000  $94,778  
8  $   10.00   $     600,000  $63,185  

 
At 8 stories, the project size usually increases to offset this premium and allows for 
comparable rents to 4 stories. 
 
 
 
 
 

The cost per square foot, SF, 
decreases as the project size 
increases and the premium added 
to the structure is amortized over 
a larger building size.  



Future Value 
 
The future value of a parcel that already has a 4 story facility on it will not increase in 
value if the greater height and density is not permitted which might lead to a worsening 
of the housing stock. 
Why?  The income stream from the property determines the properties value and if you 
can not increase the income stream through rent increases then you will be left with a 
building over time that loses its value. 
 
Density in some situation is a good thing especially in the downtown area where people 
want to live, work and play and not have to use a car to access all the venues.  The market 
will determine what height a given project can be based on the demand for the project 
and rents not an arbitrary building height which actually penalizes the City. 
 


