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I INTRODUCTION AND SUMMARY

INTRODUCTION

The City of Bainbridge Island is preparing a Master Plan for Winslow as an amendment
to its Comprehensive Plan. The City’s goal is to enhance Winslow as a vibrant
pedestrian-oriented mixed-use town center. The master plan process includes an
- economic analysis element which will provide an understanding of the trends affecting
development of various uses in Winslow, will evaluate site-specific development
opportunities, and will recommend regulatory approaches and incentives that can increase
the likelihood of plan success. This report documents the market analysis which
addresses the issue of understanding the trends affecting the demand for future
development. The scope of the market analysis includes an evaluation of current local
conditions, an analysis and comparison of conditions in other communities in the region,
and projections for potential demand by use.

This report is organized in five sections:

I. INTRODUCTION AND SUMMARY
IL. EXISTING CONDITIONS
III. REGIONAL EXPERIENCE
IV. PROJECTIONS OF FUTURE DEVELOPMENT
' APPENDICES

The findings and conclusions of the analysis are summarized below.

SUMMARY

EXISTING CONDITIONS

The population of Winslow represents approximately one-quarter of the total population
of Bainbridge Island. The household characteristics of Winslow differ from those of the
rest of the island. Almost 40% of the housing units in Winslow are multifamily compared
to 13% for the island as a whole, and the average household income is $56,200 compared
to $70,700 on the rest of the island. These differences are consistent with Winslow’s role

~as the more dense community center. In absolute terms, Winslow has experienced healthy
rates of population growth and has high incomes. :

Of the 1,300 multifamily dwelling units on Bainbridge Island, approximately two-thirds
are apartments. Few of the apartment buildings have more than 40 units. The overall
vacancy rate for the largest buildings is approximately 5%. Average rents for one-
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bedroom and two-bedroom/one-bathroom units are $510 to $575 per month, and for two-
bedroom/two-bathroom units are $950 to $1,015 per month. Condominiums in Winslow
fall into two general categories: waterfront or view condominiums with 1,500 to 2,000
square feet or larger, selling for $200,000 or more, and less expensive units with 1,000 to
1,500 square feet, selling for $120,000 to $170,000. Using typical definitions of
affordable in terms of prevailing income levels, current rents in the area do not exceed
affordable rents of $810 per month for a two-bedroom unit, but sale prices exceed
affordable levels of $115,000 in most existing condominiums and single-family homes.

"A current comimercial area mventory 1dent1ﬁcs approximately 750,000 square feet of
commercxai development.

Office ; 272,000 square feet  (36%)
Retail : _- 282,000 square feet  ~ (38%)
Service - .- 54,000 square feet (7%)
Restaurant ) _ 42,000 square feet {6%)
Other (Institutional) . 100,000 square feet  {13%)

‘The average building is 5,600 square feet. The average business is 1,900 square feet.
Sixty percent of businesses are located in offices. Approximately 50% of estimated island
household spending leaks off the island (on a net basis). While it is unrealistic to expect
island businesses to increase their shares in retail segments served on a regional basis,
there is potential for increases in local serving segments.

Office market conditions in Winslow indicate low vacancies (about 2%) and an
absorption rate of 10,000 square feet per year over recent years and average rents in
newer buildings of $1.50 per square foot per month, fully serviced. Office tenants are
typically small but include both local-serving businesses and regional-serving businesses
which choose to locate here because owners either live on the island or like the character
of the area,

There are three general types of retail buildings in Winslow: older retail buildings, newer
specialty malls, and the shopping center anchored by Safeway and PayLess, The older
buildings offer rents of $10 to $13 per square foot per year, partially serviced, while the
newer buildings offer space at $14 to $20. The major retail businesses are Safeway,
Thnftway, PayLess, Lumbennan s building materials, and Ace Hardware.

REGIONAL EXPERIENCE

Wmslow is located in Kltsap County in-the Central Puget Sound region (King, Kitsap,
Pierce, and Snohomish Counties). King County is the dominant county of the four with
55% of the regional population in 1990 and 67% of the jobs. The region is projected to
grow by 46,000 persons per year between 1990 and 2020. Kitsap County’s share of
regional population is projected to increase from 7% to 8% by 2020. The county will
contmue to be a net exporter of remdents to jobs.
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As the major employment center in the area, downtown Seattle represents a daily
destination for residents throughout the region. Downtown employment is projected to
grow by 30,000 workers over the next 20 years. According to a recent survey of
downtown Seattle employees, the largest occupational category is professional/technical
- with 33.5% of total employment. Secretarial/clerical had been the largest category five
years earlier. There is a wide range of income levels, with one-quarter of workers with
household incomes below $25,000 annually and 20% greater than $75,000 annually.

Winslow can be compared to other communities in the region. Beyond the first tier of
areas around the Seattle Central Business District, existing communities are mature and
largely built-out; Winsiow can compete effectively in terms of commute time with these
areas. Winslow has a small and specialized downtown by regional standards, but it is
similar to other waterfront communities in terms of level of employment and scope of its
businesses. Winslow offers an opportunity to provide a more balanced distribution of
incomes than either the close-in Seattle communities or the other waterfront communities
in the region.

PROJECTIONS OF MARKET DEMAND

The projections of future market demand and potential development are intended to
provide a basis for evaluating alternative plans and actions for achieving plan objectives
for density increases, affordable housing, and transfer of development rights The
projections also serve to identify the relationship between actions, associated forecast
assumptions and outcomes.

The City of Winslow projects island-wide population growth of 7,430 people over the 20-
year period ending 2012. The City’s goal is to accommodate one-half of that growth,
3,715 people, in Winslow. The associated growth in housing units would be 1,456,

Housing demand in Winslow would be strong enough to meet or exceed these projections
based on potential demand in two market segments: commuter to downtown Seattle jobs
‘and island residents moving from single-family dwellings. This potential demand will
depend upon Winslow’s maintaining and enhancing an attractive physical setting, and on
the island’s offering an attractive and affordable alternative to built-out close-in Seattle
neighborhoods.

Office development in Winslow is not likely to exceed the recent historical average
absorption rate of 10,000 square feet per year. Winslow would continue to accommodate
businesses serving local residents and businesses serving larger market areas but which
choose to locate here for non-business reasons.

Potential retail demand in Winsiow will result from three major roles:

¢ retail center for residents in the downtown area itself
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e retail center for the entire island -
e specialty destination for visitors from elsewhere in the region.

The second role _‘ p'rov'ic.les" the greatest source of potential démand, repreééntihg
‘approximately 12,000 of a potential 16,000 square feet of annuai absorption.
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IL EXIST_ING CONDITIONS

The existing economic and market conditions in Winslow and Bainbridge Island provide
a point of reference for evaluating alternatives for the future, as well as information useful
in projecting the future conditions. Relevant current conditions include economic and
demographic conditions as well as real estate market conditions.

ECONOMIC AND DEMOGRAPHIC CONDITIONS

Winslow currently serves at least two significant roles in the local and regional market
area;

¢ It is the commercial center of an island-wide trade area,

e It is the western terminus of a ferry route lmkmg downtown Seattle with the
Olympic Peninsula. :

Given those roles, Winslow is affecied. by both conditions on Bainbridge Island and
conditions throughout the region. The latter conditions are addressed specifically in the
next chapter of this report. The conditions on Bainbridge Island are addressed here.

Table 1 presents information on population and housing in the Winslow Forecast
Analysis Zone (FAZ) and the entire island. The Winslow FAZ as defined by the Puget
Sound Regional Council (PSRC) is somewhat larger than the historic City of Winslow
(prior to annexation of the remainder of the istand). The population of the FAZ was 4,037
in 1990, compared to 3,081 for the hlstonc City. Population in the FAZ grew at a rate of
2.8% per year between 1980 and 1990. Rates for the same period for the entire island are
slightly lower. All of these rates indicate strong growth.

The number of households in Winslow and on the island have grown faster than
population between 1980 and 1990. As a result, the average household size dropped. As
shown, the average household size for the island as a whole exceeds that for Winslow,

The makeup of the housing stock also differs between the Winslow FAZ and the island as
a whole. As shown, multifamily housing’s share of total housing units for the island as a
whole is relatively low and actually declined between 1980 and 1990. The multifamily
share in Winslow is considerably higher and grew between 1980 and 1990.
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Table 1
Winslow Area and City of Bainbridge Island
Population and Housing

Avg.
_ " Annual
1 1980 - 1990 Growth
POPULATION .
Winslow FAZ : 3,055 4,037 2.8%
City of Bainbridge Island 12,314 15,846 2.6%
HOUSING - . '
Winslow
Single-Family 822 1,152
Multfamily ' 463 - T2 _ :
- Total - 1,285 1,873 3.8%
City of Bainbridge Island
Single-Family 3,868 5322
Multifamily - - 851 812
Total 4,539 8,134 3.1%
MULTIFAMILY AS :
% OF TOTAL
Winslow 36.0% 38.5%
City of Bainbridge Island - . 14.3% 13.2%
AVERAGE
HOUSEROLD SIZE _
| Winslow 2.3 212
City of Bainbridge |sfand 267 - 255

FAZ. Forecast Analysis Zone
~ Source: Puget Sound Reglonal Cnunul Pmperty Counselors

The income levels of househiolds also differ between Winslow and the island as a whole.
As show in Table 2, the average household income for Winslow was $56,745 in 1993,
20% below the average income of $70,700 for the island as a whole. Each figure exceeds
the average of the Central Puget Sound region (King, Pierce, Kitsap and Snohomish
Counties) and Kitsap County only, with average household incomes of $51,675 and
$46,995 respectively. Table 2 also shows the distribution of income according to the
 quartiles for the region as a whole. The income limits for each quartlle are defined such
" that 25% of the households fall into each interval for the region as a whole. For any
subarea, a percentage greater than 25% means there are relatively more households in that
income quartile than the region as a whole. For example, 26.9% of Winslow households
are in the low income quartile, indicating relatively more such households than in the
region. Conversely, 37%of households on Bainbridge Island are in the upper quartile,
indicating significantly more households in this category.
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Table 2 .
Winsiow and City of Bainbridge Island

Income
Distribution of o
Household Income 1980 1950 1993
Winslow FAZ .
Low 126.8%- 26.9%
Low Middle - 282% 24.9%
.. Upper Middle - 225% .. 22.7%
Upper ) : 24.6% 25.5%
City of Bainbridge island
-~ Low 18.0% 18.7%
Low Middle 19.8% 19.6%
Upper Middle 251% 24.7%
Upper : 37.0% 37.0%
Average Household Income ,
Winslow S _ . §56,745
City of Bainbridge Island _ $70,700

Source:- Puget Sound Regional Council,
HOUSING AFFORDABILITY

Income levels determine whether local households can afford housing in the community.
Affordable housing can be defined in many different ways. Affordability is often defined
_in terms of eligibility for housing assistance under various programs of the U.S.
Department of Housing and Urban Development (HUD). A common definition is
housing which is affordable to very low, low, or moderate income households - those
with annual incomes less than 80% of the median income for the metropolitan area. The
median income for Kitsap County as identified by HUD is $44,900. A moderate income
family of four is one with income less than $35,900 (80% of the median). A moderate
income family of three is one with an income of less than $32,350.

HUD uses a factor of 30% to determine the portion of a family’s income which is
typically spent on rental housing (including utilities). In the case of purchased housing,
25% of income can go for principal and interest. Using these definitions, the affordable
rents and purchase prices for a two-bedroom housing unit can be calculated as follows.
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Affordabla Rent:
30% of Income : $809 per Month Rent
Affordable Purchase; _
25% of Income . $674 per Month Principal & Interest
Mortgage (30 years @ 8%) $91,800
* Down Payment (@ 20%) _ - 23000
- . ' $114.800

The affordable rent is higher in companson with market rents in Winslow, but the
affordable purchase price is lower than prevallmg prices for most new construction.

SUMMARY

Overall, it is clear that the demographic characteristics of Winslow differ from those of
~ the island as a whole. However, conditions in Winslow are strong in absolute terms, with
healthy rates of population growth and high incomes. The differences between Winstow
and the remainder of the island reflect Winslow’s role as the more dense community
center, while the balance of the island is largely upper income single-family residential.

COMMERCIAL INVENTORY AND BUSINESS MIX

While regional and local planning data offer reasonably current estimates of population
and housing, data on commercial development is collecte;d inﬁ'equent!y or is available
only in larger metropolitan areas. We conducted a survey of buildings in the Winslow
commercial core as part of this study The results of the inventory are summanzed in
Table 3. The complete inventory is prcsented in Appendix A.

Table 3 is arranged geographically according to the major streets. As shown, total
development in the commercial areas is estimated to be about 750,000 square feet. Office
and retail uses each represent about 37% of the total space. Service' businesses—
including such uses as dry cleaners and animal hospitals—represent 7% of the total;
restaurants represent 6%; and other uses, primarily government, churches or other
institutions represent 13%. There were 133 buildings (excluding smgle-faxmly residences)
in total, indicating an average building size of 5,600 square feet. This number is
consistent with the obvious impression that the existing commercial development is small
in scale,
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‘Table 3
Downtown Winslow
Commercial Inventory - 1996

Madison Avenus - South of Winslow Way '

Parfitt Way Avenue - Madison Avenue ko Wood Avenue

nsiow Wary - West of Madison

Winsiow Way - MadsmAvmuehHighwaySOﬁ South Side
nsiow Way - Madison Avenua to Highway 305 - North Side

nslow Way - Highway 305 fo Femclift

Ericksen Avenue - West Sida - Winsiow Way to Wallace Way

* |Ericksan Avenue - East Side - Winslow Way to Wallace Way

Madison Avenue - West Side - Winslow Way 1o High School Road

Madison Avenue - East Side - mlowWaybHighdedRoad

Way - Madison to Ericisen

Knechisl - Madison # Evicksen (north side only)

Wailace Way (Madison to Ericksen)

High School Road - East of Highway 305

High Schoof Road - HighwayaoShMadison ; -

‘otal 60 41,688

Ther'e‘is one lodging facility in the area, the 46-room Island Country Inn.

The inventory also identified 400 businesses within the commercial area. This figure may
understate the total number of businesses as it is difficult in many cases to distinguish
individual businesses. The number of businesses by type and average square feet per
tenant is as follows:

Office: 253 businesses, 1,070 square feet average per business
Retail: 80 businesses, 3,520 square feet average per business
Service: - 27 businesses, 1,990 square feet average per business
Restaurant: - 24 businesses, 1,740 square feet average per business
Other: 16 businesses, 6,280 square feet average per business

Over 60% of the businesses in the commercial area are in offices. The businesses are
small on average, :

The office category includes nine health care-related businesses - medical and dental
clinics and opticians. These businesses range in size from the 2,126-square foot Vision
Center to the 8,428-square foot Winslow Clinic. The average size of these businesses is
3,455 square feet, considerably larger than the remaining office-using businesses.

Based on these results and a qualitative assessment of the area, the commercial district
can be characterized as follows:
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¢ The major business concentration is along Winslow Way between Madison
Avenue and Highway 305. A second major concentration is located at High
School Road. Additional commercial development stretches along Madison and
Erickson Streets '

o  With the exceptlon of the Town and Country Thriftway store, the retail stores on
Winslow Way are small scale and pedestrian friendly. The High School Road
concentration is more auto oriented, wnh ample parkmg and good highway
access.

o The busmesses along Madlson and Erickson are relatively small in scale but are
spread out and less accessible to pedestrians.

e Office space is spread more uniformly throughout the commercial district. Much
of the office space is in stand-alone buildings with its own parking.

Current business conditions are also reflected in sales data available from the Washmgton

. State Department of Revenue. Retail sales data provide a measure of the performance of
retail business in terms of sales efficiency (dollars per square foot) and their ability to
capture market area spending. Table 4 summarizes a comparison of estimated spending
by island residents and business receipts by island businesses. Island spending is
estimated by applying statewide average spending figures per $1,000 in personal income
times the aggregate income on the island. As shown, estimated spending by island
residents is $362 million in 1994, Gross retail sales (adjusted from net taxable sales) are -
estimated to be $179 million. Spending by island residents exceeds local sales by a factor
of 2. Essentially, one-half of island spending leaks out of the community.

The extent of leakage is not surprising given the size of the market area. 56% of the
leakage is accounted for in three categories—general merchandise, auto dealers, and
wholesale trade. The two sectors w1th net inflows are Building Materials/Hardware and
Contracting, reflecting a high level of construction on the island in that year. The only

other sectors where the island captures a significant share of total spendmg are Grocery
" and Personal Services.
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Table 4
1994 Retail Leakage Analysis
City of Bainbridge Island

o | Sales/$1,000 = Resident Gross - Retail
sic Category Income Spending Sales _ Leakage
52 Building Materials/Hardware 2071 10450839 13,330,104  (2,879,465)
53 General Merchandise 4365 22,026,576 0 22,026,576
54 " _Food ' 8544 43,114,562 35,932,348 7,182,214
55 . - Auto Dsalers/Gas Station 85.89 43,341,640 2,703,118 40,638,522
56 .  Apparel/Accessories : 22,07 11,136,919 . 2,372,957 - 8,763,962

- §57  Fumniture/Appliances ( 2612 . 13,180,622 5,583,587 . 7,597,025
§ 58 Eating/Drinking ' 3759 18,968,591 . 9,899,235 9,069,355
586 ~ Misc.Retall - ' 54.14 27,320,019 14520173 - 12,799,846
Total Retail Trade 375.61 189,539,567 84,341,532 105,198,035

70 Hotel/Motels . S 8T 4,425,500 793,898 3,631,602
72 . Personal Services . 442 2,230,412 1,576,952 654,460
73 Business Services 33.41 16,859,287 5,932,662 10,926,626
75 Auto Repair/Sarvices 15.08 7,599,547 4,860,156 2,738,391
76-89  Other Services 21.10 10,647,440 6,314,683 4,332,757

' Total Serviges ' 82,76 41,762,186 19,477,351 22,284,835
15-17  Contracting - - 8289 41,827,786 - 46,750,217 (4,922,431)
19.39  Manufacturing 42,60 21,496,727 9,589,688 11,807,039
4049 TCPU 27.89 14,073,796 1,728,610 6,345,187
50-5¢ Wholesale Trade 93.89 47,378,584 6,153,889 41,224,695
60-67 FIRE 8.07 4,072,267 901,587 3,170,680
196-99  Cther Business - 449 2114349 3,730,370 (1,616,021)
Total All Industries 717.50 362,265,262 178,673,244 183,592,018

While it is unrealistic to expect island businesses to increase their shares in segments
generally served on a regional basis, there is potential to increase shares in the following
sectors: '

Eating/Drinking
Misc. Retail
Hotels/Motels
Other Services

REAL ESTATE MARKET CONDITIONS

Real estate market conditions are often summarized in terms of amount of develbpment,
vacancy rate, absorption rate, and prevailing rents or prices. Such data are presented for
each of several types of development below. '
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OFFICE

As presented in the commercial district survey, there are approxunately 270,000 square
feet of office space in Winslow. There are three typical types of space—converted single-
famxly homes, older commercial buildings, and new office buildings. Based on our
inventory, we estimate the overall vacancy rate to be about 2%,

- Comparing the current inventory with a city inventory done in December 1993, we
. identify 10 new commercial buildings built in the past two years, comprising 31,000
- square feet. While there is currently vacant space in the market, there was undoubtedly
vacant space at the time of the previous inventory. The 31,000 square feet of new
- development _represents a reasonable estimate of new absorption. On average, the
- commercial district absorbed approximately 15,000 square feet of deveIOpment per year.
'Approxnnately two-thirds of that was office and the balance retail and services,

‘Office rents in the newer buildings range from $1.25 per square foot per year, fully
serviced, to $2.00 per square foot per year for buildings with prime watcr views. Averagc
rents in these buildings are $1.50 per square foot.

The'types of office tenants in these bmldnigs are generally small but include both local
serving businesses and regional serving businesses which choose to locate here because
they either hve on the island or like the character of the area.

RETAlL
‘As presented in the commercial district survey, there are approximately 280, 000 square
feet of retail space in Winslow. Major retail businesses include:

Town and Country Thnftway 31,000 SF
Lumberman’s 13,000 SF
Ace Hardware : : 22,000 SF
PayLess 36,000 SF
Safeway 47,000 SF

Winslow Mall and Winslow Green each offer multitenant retail clusters with 10,000 to
15,000 square feet. As noted in the office discussion above, the overall commercial
. 'vacancy rate is about 2%,

There are three general types of retail buildings in Winslow: the older retail buildings,
the newer specialty malls and the neighborhood shopping center with Safeway and
PayLess. Small tenant rents in these three types of space are estimated to be: :

- Older Retail: $10 to $13 per square foot per year, partially serviced (tenant pays
utilities and interior maintenance).
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Newer Retail: $14 to $20 per square foot, partially serviced.

APARTMENTS

The City estimates that there are 1,299 multifamily units on Bainbridge Istand at the
present time. Approximately two-thirds of these units are rental apartments versus
condominiums. Many of the apartments are assisted rent projects as opposed to market
rate projects. We have identified four market rent projects with 40 or more units:

e Island Homestead, on Wyatt, built in 1988 with 75 units.

. Bainbﬁcige_ Quay, with 70 umts ,_ |

¢ Madison Avenue Retirement Centf_:r,'bn Madison Avenue, with 56 units.
e -Eagles Nest, on Madison, built in 1978 with 40 units.

The Madison Avenue Retirement Centcr is an adult congrcgate living faclhty offering
meals and other services in addition to shelter.

Island Homestead and Eagles Nest capture the highest rents of the larger apartment
buildings. The overall vacancy rate for the two buildings is approximately 5%. Average
rents are as follows

1BRor 2 BR/ BA | $510-8575 - 800-900 SF $0.65/8FMo
2 BR/2 BA $675-$810 850-1,015 SF ___$0.70-80.80/SF Mo

In addition to the 56-unit Madison Avenue Retirement Center, there are four additional
senior housing pro_lects on Bambndge Island:

Wnslow Manor 39 Units Market Rate

| Virginia Villa' 40 Units Assisted Rent
Winslow Arms 60 Units Assisted Rent
Finch Place 29 Units Assisted Rent

In total, these five senior projects represent 224 units or 17% of the multnfarmly housing
umts on the 1sland :

CONDOMINIUMS

We have identified 233 condominium units in the Winslow commercial district plus 175
condominium units located outside the commercial district, in many cases closer to the
water, The projects are listed in Table 5 and represent an approximate, if not complete,
inventory.
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