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City of Tumwater: Base Fiscal Analysis, January 2008 �

Fiscal Balance Framework

A city’s long-term fiscal sustainability 
challenge is to balance land use, fiscal 
policies, and effective delivery of municipal 
services.

LAND BASE
(City)

Identify vacant and redevelopable land based on parcel-level 
review of zoning, land use and current values.

Scenarios based on % of maximum buildout, pace of growth, 
and redevelopment intensity

Set Tax and Fee Policies

SERVICE DEMAND

NET FISCAL IMPACT

COMMERCIAL
Square Footage, Type, Scale, 

Timing, Tenant Mix

Employment
New Retail Activity

RESIDENTIAL
Housing Mix, Type

and Density

Housing Units
Population

TAX BASE
Property Tax

Taxable Retail Sales
Business Income

Utility Usage
Population-based

Employment-based
Development-related

Other

REVENUES

Set Level-of-Service Policy

SERVICE COSTS

Estimate service demand based 
on population growth 

Estimate required FTEs and 
personnel costs

Estimate non-personnel costs

Land-Based Fiscal Analysis

The analysis starts with a baseline outlook for the current 
City and then allows for testing of alternative development 
scenarios (varying timing and type of development)

Factors in the land base (such as population, employment, 
and commercial activity) drive both demand for services 
and the tax base

Budget Structure:

The fiscal analysis is based on 2008 budgeted 
expenditures and tax and fee structures, as outlined in 
the City of Tumwater Proposed Budget

The model isolates the components of the City’s budget 
that are funded through general tax and fee revenues

•

•

•

o

o
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The population growth rate serves as one of the drivers for revenue and cost estimates

The employment growth rate, in combination with the population growth rates affects  
revenues earned through B&O taxes and utility taxes, among others drives 

Population and employment growth rates are based on development assumptions and 
correspond with TRPC estimates

2007 population: approximately 13,340

•

•

•

•

Population and Employment Growth

Historical and Projected Population
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Between 1970 and 2007, the 
annual average population growth 
rate was 2.5%. Development 
assumptions yield an average 
annual population growth rate of 
2.9% between 2008 and 2028.

(Source: Berk & Associates)
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Projected Population and Employment
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Key Development Assumptions

Buildout assumptions have been chosen to calibrate 
to TRPC’s population and employment estimates

Development capacity assumptions are based on 
Thurston County Buildable Lands Report, updated 
in 2007: vacant, redevelopable, partially used, and 
pending parcels

Residential unit capacity is estimated directly in the 
Thurston County Buildable Lands Report

Residential and commercial density assumptions 
are based on recent achieved densities in the area 

Floor to Area (FAR) ratios of 0.35 for commercial and 
0.30 for industrial were used to estimate building 
capacity related to developable commercial land

Pace of development for the baseline growth 
scenario is based on historic trends in the City of 
Tumwater and history of permit activity 

It is possible to test the fiscal impact of 
alternative development assumptions, 
including more or less total development, 
type of development and the timing of 
development

•

•

•

•

•

•

•

Source: Thurston County Buildable Lands Inventory, 2007; Berk & Associates analysis, 2008

Housing Unit (HU) Capacity and Assumed Pace of Development

TUMWATER BASELINE FISCAL ANALYSIS PRELIMINARY DISCUSSION DRAFT 01/15/08

Housing Unit Capacity

Total HU 
Capacity

%
Build-out at 

2028

HU Added
through

2028
Avg Units 
per Year

Current City
SF Housing Units 3,935 60% 2,361 112
MF Housing Units 1,765 60% 1,059 50

Commercial SF Capacity

Total
Capacity (SF)

%
Build-out at 

2028

Comm SF 
Added

through
2028

Avg SF
per Year

%
Distribution

Current City
Retail 660,000 75% 495,000 22,500 25%
Office 1,848,000 75% 1,386,000 63,000 70%
Other Commercial 132,000 75% 99,000 4,500 5%

Total 2,640,000 1,980,000 90,000

Industrial SF Capacity

Total
Capacity (SF)

%
Build-out at 

2028

Comm SF 
Added

through
2028

Avg SF
per Year

%
Distribution

Current City
Industrial 3,024,000 75% 3,024,000 137,455

Commercial Building Capacity and Assumed Pace of Development
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Baseline Projections

City Core Expenses Over Time (Constant $)City Core Revenues Over Time (Constant $)

One-time Revenues from Potential Development:

Property tax revenues from new construction assessed value (not 
subject to 1% limit)

Revenues from taxable retail sales on construction

Permit and plan check fees

Ongoing Revenues from Potential Development

Revenues from taxable retail sales generated by commercial 
properties 

Utility tax revenues increase with new households and businesses

•

•

•

•

•

Costs:

Personnel Costs drive the City’s expenses

Total personnel costs (combined salaries and benefits) are 
growing at a rate that exceeds inflation

•

•
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Baseline Projections

Note: Revenues do not include beginning General Fund Balance; costs do not include ending General Fund Balance

Under the current baseline scenario, the annexation provides 
a near-term fiscal benefit with fiscal deficits in the long-term

This assumes the city maintains current service levels, without 
adding service improvements

•

•

Estimated Annual Average Growth Rate (2007-2028) without annexation:

Core Revenues: 5.1%

Personnel Expenses - COLA (pegged to inflation) plus benefits and including 
staffing level growth: 6.3%

Other Expenses: 4.60%

•

•

•

Actual Annual Average Growth Rate (2003-2007):

Core Revenues: 4.4%

Personnel Expenses - COLA (pegged to inflation) plus benefits and including 
staffing level growth: 7.6%

Other Expenses: 9.6%

Expenses are outpacing Revenues

•

•

•

Estimated Annual Average Growth Rate (2007-2028) with annexation:

Core Revenues: 6.5%

Core Expenses (total combined personnel and other): 6.3%

•

•
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The Sustainability Challenge

For most jurisdictions, achieving sustainability will require a mix of strategies. The most successful organizations will find a 
way to effectively integrate planning (vision/forward looking), management (implementation) and budgeting (allocation of scarce 
resources) functions in service of a shared vision of the community and the role of municipal government.

OPERATING AND CAPITAL REVENUES

Economic development planning. Identify ways to enhance revenues 
by affecting the pace and mix of development, expanding the city’s retail 
base.

Assess current tax policies. Consider options for new taxes or increased 
tax rates, including the role of future levy lid lifts, voter-approved bond 
measures and others.

Review user fees. Maximize fee utilization to reduce general fund 
demands (parks & recreation, current planning).

Review land use policies. Review land use mix in Comp Plan to optimize 
revenue generating capacity and demand for service and infrastructure.

Seek new taxing mechanisms. Encourage decision-makers to expand 
the list of funding options (TIF, local option taxing authority).

CAPITAL REVENUES

“Growth pays for growth.” Review impact and development fees.

New special purpose districts or dedicated funding. Create 
dedicated funding for parks or other specialized services so these do not 
have to compete with general government services.

Local improvement districts. Assess beneficiaries for the cost of new 
capital.

•

•

•

•

•

•

•

•

Revenue Focused Strategies

OPERATING AND CAPITAL COSTS

Process redesign. Review how services are being delivered - look for 
efficiencies, make effective use of technology.

Establish performance measures and benchmarks. Manage toward 
measurable objectives.

Review LOS standards. Assess current service standards and practices.

Focus on core business areas. Assess and prioritize demands for 
scarce resources.

Zero-based or outcome-based budgeting. Consider alternative 
approaches to budgeting.

Labor policy review. Assess the role of labor agreements in growth 
of public service costs (COLA’s, step increases, health care costs, work 
rules).

Partnering opportunities. Further pursue opportunities to partner with 
other entities, including nonprofits and community groups. 

Contracting opportunities. Identify opportunities to use the private 
sector.

Review land use policies. Assess the cost implications of current land 
use policies.

•

•

•

•

•

•

•

•

•

Cost of Service Focused Strategies
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Population Growth

Tumwater Economic Development Advisory Committee  Working Draft – For Discussion Purposes Only
Economic and Demographic Profile   

MMMM DD, 2008  4 

2.0 DEMOGRAPHIC ANALYSIS 

Exhibit 1 
Annual Average Population Growth, 2000-2007 
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0.65%0.57%

-1.00%
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2.00%

3.00%

4.00%

5.00%

6.00%

Annual Avg. Growth Rate 0.58% 0.57% 2.00% 5.66% 0.65% -0.03% 3.37% 2.26% 1.99% 1.74% 1.11% 1.29%

Population 2000 12,698 42,514 31,226 3,289 14,742 7,057 11,525 25,315 207,355 700,818 68,600 3,275,857

Population 2007  13,220  44,230  35,866  4,837  15,429  7,044  14,539  29,608  238,000  790,500  74,100 3,582,900

Tumwater Olympia Lacey Yelm Centralia Chehalis
Mill

Creek
Marysville

Thurston
County

Pierce
County

Lewis
County

Central
Puget
Sound

Source: Washington Office of Financial Management, 2007 

Notes: The “Central Puget Sound” region consists of King, Kitsap, Pierce, and Snohomish Counties combined. 

Population gained through annexation is excluded from this exhibit. Between 2000 and 2007, significant annexation 

population gains were observed in Marysville (6,602 persons), Mill Creek (3,081), Olympia (230), and Tumwater 

(120). 

The Tumwater population listed above does not include the recent Littlerock annexation. The 
demographic profile of the annexation area is not included in these preliminary materials, but it 
will be included in future meeting materials. 

Tumwater has grown at a moderate to slow pace over the past seven years, at about the same 
rate Olympia has grown. Neighboring cities Yelm and Lacey have had very high population growth 
rates, growing by over 6,000 people during this time period.  

Thurston County overall is growing at a faster rate (1.99%) than Pierce County (1.74%) , Lewis 
County (1.11%) , and the Central Puget Sound region (1.29%). 
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Persons per Household
Tumwater Economic Development Advisory Committee  Working Draft – For Discussion Purposes Only
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Exhibit 2 
Persons per Household, 2007 
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Population in Households 13,048 43,123 33,819 4,454 14,864 6,766 13,522 29,942 229,252 749,734 72,333 3,434,120

Households 6,047 19,727 13,861 1,661 6,195 2,743 5,544 11,129 92,638 288,748 28,237 1,395,068
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Source: Claritas, 2007 

Tumwater and Olympia have the lowest persons per household averages. This indicates that 
these cities likely have higher percentages of single-person households, younger working 
professionals, and families without children. 

Yelm, which is a more rural city, has a very high persons per household average – higher than all 
neighboring cities and counties. In a community like Yelm, there are many families with children 
and/or many households that include extended family and multiple generations. 

Cities closer to the urban center of Thurston County, such as Tumwater and Olympia, have the 
lowest persons per household averages. These cities have a higher percentage of single-person 
households and young working professionals.  

The persons per household averages have implications on income characteristics, which are 
discussed in the next section. 
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Household Income
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Exhibit 5 
Percentage of Total Households by Household Income Category, 2007 
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The Tumwater median household income ($43,329) is about the same as Lacey’s ($43,848) 
and a little higher than Olympia’s ($40,846).   

Per capita income levels in Olympia and Tumwater are relatively higher than their median 
household income levels, most likely to due to the fact that these cities have smaller average 
household sizes. Higher per capita income can be an indicator of higher levels of disposable 
income.  

About 50% of Tumwater households earned more than $50,000 in 2007. This is very 
comparable to the City’s neighbors, and slightly less than both Thurston and Pierce Counties. 
About 32% of the City’s households earned less than 35,000 in 2007. This also is comparable to 
neighboring cities, though less than Olympia. Thurston County and Pierce County figures are also 
comparable.
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Housing Unit Distribution

Tumwater Management Team Meeting  Working Draft – For Discussion Purposes Only
Economic and Demographic Profile   

January 11, 2008  11 

3.0 HOUSING 

Exhibit 9 
Housing Unit Change by Type, 2000-2007 

2000 2007 Total
Single-
Family Multifamily Other

Tumwater 5,953 6,515 562 317 166 79 1.3%
Olympia 19,738 20,896 1,158 1,053 157 -52 0.8%
Lacey 13,160 16,024 2,864 2,415 410 39 2.9%
Yelm 1,323 2,140 817 667 137 13 7.1%
Centralia 6,510 7,010 500 160 254 86 1.1%
Chehalis 2,871 2,899 28 6 10 12 0.1%
Mill Creek 4,769 7,442 2,673 1,499 1,191 -17 6.6%
Marysville 9,730 14,332 4,602 3,549 521 532 5.7%
Thurston County 86,652 101,293 14,641 11,816 1,451 1,374 2.3%
Pierce County 277,060 319,389 42,329 29,053 9,896 3,380 2.1%
Lewis County 29,585 33,224 3,639 1,885 334 1,420 1.7%
Central Puget Sound 1,348,148 1,507,897 159,749 95,591 58,098 6,060 1.6%

Housing Units Change (2000-2007)Total Housing Units Annual Avg
% Change

(2000-2007)

Source: Washington Office of Financial Management, 2007 

Exhibit 10 
Housing Unit Distribution by Type, 2007 
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Note: The “other” category is primarily comprised of mobile homes. 
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3.1 Jobs to Housing Ratio 

The jobs to housing ratio is a useful general indicator of the balance between jobs and housing in a 
community. If the ratio is greater than one, the community is likely an employment center that draws 
employees in from outside its boundaries. If the ratio is less than one, the community has a large 
portion of its residents leaving to work outside its boundaries. Suburban “bedroom communities” 
bordering larger employment centers often have low jobs to housing ratios. 

Exhibit 11 
Jobs to Housing Ratio, 2004 
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Housing Units 2004 6,090 20,127 13,776 1,712 6,881 2,861 5,321 11,220 93,733 300,170 31,490 1,441,019
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Creek
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Sound

Source: Washington Office of Financial Management; U.S. Census Bureau LEHD Program, 2007 

Note: This exhibit and those that follow display “primary jobs,” not total jobs. A primary job is the 
highest paying job for an individual worker. The count of primary jobs is the same as the count of 
workers.  

Tumwater has a relatively high jobs to housing ratio (1.73), similar to Olympia (2.26) and 
Chehalis (2.0), and it is clearly a job center in Thurston County. 

Although Lacey has about the same number of primary jobs (11,880) as Tumwater (10,517), it 
has a much lower jobs to housing ratio due to its large residential population. 
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Note: This exhibit and those that follow display “primary jobs,” not total jobs. A primary job is the 
highest paying job for an individual worker. The count of primary jobs is the same as the count of 
workers.  

Tumwater has a relatively high jobs to housing ratio (1.73), similar to Olympia (2.26) and 
Chehalis (2.0), and it is clearly a job center in Thurston County. 

Although Lacey has about the same number of primary jobs (11,880) as Tumwater (10,517), it 
has a much lower jobs to housing ratio due to its large residential population. 
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Exhibit 13 
Distribution of Primary Jobs by Category, 2004 
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Tumwater’s largest employment sector is Services (37%). The City’s share of employment in this 
sector is slightly less than Olympia’s (38%) and Thurston County as a whole (42%). Lacey 
(57%), Centralia (67%), and Mill Creek (62%) have a significantly higher share of jobs in this 
sector. 

Tumwater has a strong Public Administration employment base (26% of all primary jobs), though 
less than Olympia (44%) and Thurston County as a whole (42%). Cities such as Lacey, Yelm, 
Centralia, Mill Creek, and Marysville have a more typical employment distribution in this sector, 
ranging from 3% to 5%. 

Tumwater’s third largest employment sector is Manufacturing, with 10% of the City’s employment 
base. This is significantly more than in Olympia (1%), Lacey (5%), Centralia (7%), Chehalis 
(7%), Mill Creek (2%), and Thurston County as a whole (4%). 

The City’s retail employment base (9%) is similar to Olympia (9%) and slightly less than Thurston 
County as a whole (11%). Lacey (18%), Yelm (17%), Centralia (14%), Chehalis (27%), Mill 
Creek (16%), and Marysville (17%) all have a relatively larger share of their employment base in 
the retail sector. 

Tumwater’s employment base in Wholesale Trade, Transport, Warehousing, and Utilities (WTU) 
(8%) and Construction/Resources (6%) are larger than most comparable cities and Thurston 
County as a whole (4% and 6%). 

The City’s share of jobs in Finance, Insurance, and Real Estate (FIRE) is slightly smaller than most 
comparable cities and Thurston County as a whole. 
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Exhibit 20 
Total Retail and Restaurant Person-Expenditures in Tumwater, Lacey, and Olympia, 

1996-2006
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Tumwater 17,611 17,909 18,249 19,493 19,861 22,132 24,644 26,553 28,493 28,490 26,524

Lacey 40,971 39,579 40,429 39,623 38,198 42,403 45,223 47,224 47,315 49,404 58,476

Olympia 105,013 104,132 106,907 111,120 115,835 121,546 127,474 130,339 127,813 128,562 123,452

3-City Population 77,901 80,016 81,992 84,536 86,438 86,900 87,280 87,840 88,420 89,460 90,900

 1996 1997  1998  1999  2000  2001  2002  2003  2004  2005  2006

Source: Washington Department of Revenue, 2007 

Note: This is a stacked area chart so the person-expenditures values in the chart are additive. For example, in 2006, 

Tumwater had 26,524 person-expenditures, Lacey had 58,476, and Olympia had 123,452 for a total of about 208,000 

person-expenditures in all three cities. NAICS categories included in calculations: 44 and 45 (Retail Trade), 722 (Food 

Services and Drinking Places). 

Combined person-expenditures for the 3-city urban center of Thurston County (Olympia, Lacey, 
Tumwater) far exceeds the 3-city population. This indicates that the 3-city area is a strong regional 
retail center that serves a much larger market area, drawing consumers from other parts of 
Thurston and neighboring counties.   

In 2006, Olympia captured the largest share of person-expenditures in the 3-city area (59%), 
followed by Lacey (28%), and Tumwater (13%). 

In terms of growth trends, Tumwater has seen the most rapid increase in sales capture over the 
past ten years (4.2% annual average growth rate), followed by Lacey (3.6%), and Olympia 
(1.6%). Population in the 3-city area grew by 1.6% annually over the same period. 

Between 2005 and 2006, Tumwater and Olympia both experienced declines in retail sales 
capture, most likely due to increased competition and new retail offerings in Lacey, which saw a 
significant spike in person-expenditures in the same time period. The decline in market share for 
Tumwater and Olympia and increase in market share for Lacey occurred primarily in the General 
Merchandise, Building Materials, Electronics, and Furniture categories. 
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Combined person-expenditures for the 3-city urban center of Thurston County (Olympia, Lacey, 
Tumwater) far exceeds the 3-city population. This indicates that the 3-city area is a strong regional 
retail center that serves a much larger market area, drawing consumers from other parts of 
Thurston and neighboring counties.   

In 2006, Olympia captured the largest share of person-expenditures in the 3-city area (59%), 
followed by Lacey (28%), and Tumwater (13%). 

In terms of growth trends, Tumwater has seen the most rapid increase in sales capture over the 
past ten years (4.2% annual average growth rate), followed by Lacey (3.6%), and Olympia 
(1.6%). Population in the 3-city area grew by 1.6% annually over the same period. 

Between 2005 and 2006, Tumwater and Olympia both experienced declines in retail sales 
capture, most likely due to increased competition and new retail offerings in Lacey, which saw a 
significant spike in person-expenditures in the same time period. The decline in market share for 
Tumwater and Olympia and increase in market share for Lacey occurred primarily in the General 
Merchandise, Building Materials, Electronics, and Furniture categories. 
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Person-Expenditures

Exhibit 21 characterizes retail spending patterns in Tumwater by displaying person-expenditures1 in 
major retail categories. 

Exhibit 21 
Person-Expenditures in Tumwater by Retail Category, 2006 
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NAICS Code
and Industry

Person-Expenditures

Tumwater Population 2006 = 13,100

3-Digit NAICS Category

4-Digit Sub-Category

441 - Autos and Parts

442 - Furniture/Furnishings

443 - Electronics/Appliances

444 - Bldg. Material/Garden Supply

445 - Food and Drink

4451 - Grocery Stores

446 - Health/Personal Care

447 - Gas Stations

448 - Apparel/Accessories

451 - Sports/Books/Music

452 - Gen. Merchandise

453 - Misc. Retail

4531 - Florists

4532 - Office Supplies/Gifts

4533 - Used Merchandise

454 - Nonstore Retail

4541 - E-shopping/Mail-order

4542 - Vending Machines

722 - Restaurants/Catering

7221 - Full-Service Restaurants

7222 - Limited-Service Eateries

7223 - Catering

Source: Washington Department of Revenue, 2007 

Tumwater has very strong retail sales in general merchandise, which includes sales from large 
department stores such as Fred Meyer and Costco, and strong sales in building materials, which 
includes sales in stores such as Home Depot. Tumwater retailers are likely drawing spending in 
these categories from consumers in surrounding communities. 

Tumwater has relatively strong retail sales in convenience-oriented retail categories such as 
grocery stores, gas stations, and restaurants. Person-expenditures in all these categories exceed 
the city’s current population. The one relatively weak convenience retail category is health and 
personal care stores, which includes drug stores. Convenience-oriented sales are one area of 
focus given the city’s large employment base and potential capture of daytime spending.  

                                              

1 A “person expenditure” is the statewide average amount of spending per capita each year by retail category. 
Person expenditure totals are calculated by taking the total retail spending in a particular retail category and 
dividing it by the statewide per capita spending in that category. 


