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Introduction

From the Friday Harbor Comprehensive Plan — The Vision:

“The Comprehensive Plan’s economic development goals and policies will guide Friday Harbor’s investment in
services and infrastructure necessary to support various types of businesses. These policies can also influence
public processes such as land use permitting that greatly affects a communities ability to attract business.”
January 1994

From the “Cost of Government: A Report on the Cost of Community Services in San Juan County,
Washington”

“Should San Juan County encourage business development?

Commercial development currently contributes far more to the County treasury than it costs in County services.
Increasing commercial revenues would therefore probably help the County fund services to all land use types.”
May 2004

Purpose of Economic Development Element

The Washington Growth Management Act (GMA) requires Washington counties and municipalities to
maintain a Comprehensive Flan to help plan for and manage growth now and in the future. While not a
required component of the comprehensive plan, the Economic Development Element has become an
important planning tool supported and promoted by the State of Washington.

The statewide goal for economic development is as follows:

“Enhcourage econormic development throughout the ate that is condgent with
adopted comprehendve plans promote econormic opportunity for all dtizens
of this date, espedally for unemployed and for disadvantaged persons and
encourage growth in areas experiendng insufficdent economic growth, all
within the capadities of the date's natural resources public services and
public facilities.”

Economic development itself has been described in many ways, but is essentially the process and
associated initiatives undertaken to ensure financial security for all people living in a specific geography.

Sound economic development seeks to create sustainable wealth by creating jobs that match the workforce
or conversely, providing workforce training that qualify locals to fulfill available jobs. Long-term economic
development efforts seek to add value to existing industries before creating new ones. Short-term efforts
seek to protect existing employers from or help them mitigate detrimental trends or conditions.

Proactive economic development seeks out business development opportunities based on an area’s
competitive advantages, market characteristics and community values — because those are the foundations
of long-range success. Smart economic development recognizes that prosperity both depends on, and
drives quality of life. Sustaining the structure, nature, and diversity of our community as we now know it is
dependent on maintaining and growing a successful economy.

Relationship to Other Comprehensive Plan Elements

The Economic Development Element (EDE) is just one part of the Town of Friday Harbor Comprehensive
Plan. It does not supersede any other element or policy direction set therein. Rather, the EDE incorporates
and builds on or works within policies and planning frameworks established in the other Plan areas.
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The EDE is structured to provide the same level of general goal and policy direction as the other
Comprehensive Plan elements. Generally speaking, a Comprehensive Plan serves as a vehicle for
characterizing and forecasting conditions and levels of demand within a specific jurisdiction, then
developing jurisdiction-specific policies and goals for responding to anticipated conditions and meeting
defined levels of service. The EDE does this as well, but also assumes economic development is regional,
and that implementation responsibilities will be shared among the Town of Friday Harbor, San Juan
County and many other quasi- (e.g. Ports, OPALCO) and non-governmental (e.g. private sector, non-profit)
partners.

Most importantly, strategies, actions and policies presented within the EDE are presented within the context
of the overall Comprehensive Plan, cognizant of community values and priorities related to land use,
population growth, transportation constraints, natural hazard response readiness and many other factors.
In short, the EDE is presented as a plan to bring “economic vitality that fits” Friday Harbor and San Juan
County.

Organization of Element

This component of the comprehensive plan is presented as an economic development plan. It includes the
various components required and desired for an official “economic development element” of the
Comprehensive Plan, but also lays out a number of specific recommendations for future action. Report
contents are outlined below. Combined, the bold items constitute the official “Element.”

" |. Introduction
O Purpose of Economic Development

O Relationship of the Economic Development Element to Other Comprehensive Plan
Elements

O Organization of Document
® |I. Economic Profile
O Historical Economic Context
O Current Economic Context
® Economic Drivers

® Demographic Information

® Related/Supportive Factors
® [ll. Key Strengths and Challenges
= |V. Vision, Strategies and Actions

= V. Appendix

The document, in its entirety, should serve as an updatable information resource not just for municipal
entities, but for the many non-profit and other community organizations working to maintain a high level of
socio-economic vitality within the islands. Copies of this document will be made available at County and
Town offices, as well as the various island libraries.
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II. Economic Profile

Historical Economic Context

The area known now as Friday Harbor, Washington was first occupied by Coastal Salish people who
harvested shellfish and managed the native grasslands and oak woodlands with fire in order to exploit
edible camas bulbs. Traveling to the island by cedar canoes, they also harvested salmon, deer, waterfowl
and berries to take back to mainland winter camps.

Friday Harbor was first recognized on maps in 1847, named after the Hudson Bay Company Hawaiian
sheepherder who tended sheep in this location. The deep harbor and sheltered bay also provided
anchorage for a saltery to process and export salmon. With the peaceful settlement of the International
Boundary Dispute with Great Britain (The Pig War) and the establishment of San Juan County, Friday
Harbor was named the county seat in 1873. It took several years of effort by Town founder Edward D.
Warbass to attract American settlers to the bay, but eventually they came.

By the time the Town incorporated in 1909, a population of about 350 supported a significant array of
services including a weekly newspaper, bank, general stores, U.S. Customs, drugstore, theatre, livery
stable and blacksmith, barber, three hotels, three saloons, a school, several fraternal organizations and
churches, a sawmill, a cooperative creamery and large salmon cannery. Agricultural products from the
island such as pears, cherries, apples, peas, cream, eggs, poultry and grain were shipped from Friday
Harbor’s waterfront, accommodated by the many steamships of the "Mosquito Fleet." In 1910, Albert
Jenson added a boatyard on the south side of Town.

By 1912, the Town realized the need to invest in water and sewer and an ambitious public works project
was launched to bring water through a gravity fed wooden pipe from Trout Lake, across the island. During
the next 30 years, the economy struggled as transportation improved on the mainland, and new water
systems (Columbia River dams) helped Eastern Washington corner the State’s agricultural market.

The Black Ball Line brought a car ferry to Friday Harbor in 1930, and the ferry system continued in

private hands until 1951 when the terminal and boats were acquired by the State of Washington. The Port
of Friday Harbor, established in 1950, developed a formal marina for the fishing fleet and visitors, and
purchased adjacent shoreline properties including a fuel pier, restaurant, passenger ferry landing and a
commercial building. Today, the Port hosts an international seaplane
base, commercial freight and passenger ferries, pocket cruise ships,
and tour boats. Adjacent to the southwestern boundary of Friday
Harbor, the Port acquired a privately developed airport in 1979
and completely rebuilt the facility to open with a new terminal and
runway in 1986.

By the 1960's the San Juans had been discovered and the economy
became driven as it is today by construction of new residences and
commercial properties, and trade and services, especially for
seasonal visitors. Friday Harbor remains the only incorporated town .
in San Juan County, supporting its infrastructure through five enterprise funds, property taxes, a 7. 7%
retail sales tax, a 2% hotel/motel tax for tourist related facilities, and another 2% hotel/motel tax for
tourism promotion.
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Current Economic Context

(In the table below, the figures in the column marked “Units” are the number of reporting entities.)

Friday Harbor

| (Source: Town of Friday Harbor Treasurer)

2006

NAICS Total Taxable

Units

2007

Retail Trade 44-45

Motor Vehicles & Parts 441 441 $6,663,615 18 $9,476,689 16
Furniture & Home Furnishing 442 442 $723,157 28 $1,378,382 20
Electronics & Appliances 443 443 $1,372,388 51 $1,408,108 66
Building Materials, Garden Equip &
Supplies 444 444 $10,538,720 25 $11,306,518 31
Food & Beverage Stores 445 445 $11,539,458 16 $11,903,238 20
Drug/health Stores 446 446 $1,388,901 17 $1,441,614 26
Gas Stations & Convenience Stores
W/pumps 447 447
Apparel & Accessories 448 448 $1,967,548 51 $1,714,579 50
Sporting Goods, Toys, Book & Music
Stores 451 451 $1,167,770 37 $1,001,634 42
General Merchandise Stores 452 452 $257,553 4 $194,648 4
453,
Miscellaneous Store Retailers 453,454 454 $8,750,555 226 $10,432,175 252
E-Commerce & Mail Order 4541 4541 $1,261,443 56 $1,570,776 62
Agriculture, Forestry, Fishing 11 11 $511,848 6 $353,528 4
Mining 21 21
Utilities 22 22 $109,715 3
Construction 23 23 $15,050,052 237 $23,382,083 263
Manufacturing 31-33 31-33 $1,676,956 74 $1,687,569 86
Wholesale Trade 42 42 $6,318,380 382 $6,308,363 422
Transportation & Warehousing 48-49 48-49 $1,084,753 15 $1,380,310 16
Information 51 51 $2,760,917 132 $2,694,288 123
Finance, Insurance 52 52 $479,140 30 $563,062 31
Real Estate, Rental/leasing 53 53 $4,172,145 73 $4,310,072 71
Professional, Scientific & Technical
Services 54 54 $1,973,257 88 $2,062,049 115
Management, Education & Health
Services 55-62 55-62 $1,518,387 127 $1,856,891 127
Arts, Entertainment & Recreation 71 71 $1,297,915 21 $1,313,419 20
Accommodations & Food Services 72 72 $18,252,513 60 $19,976,349 59
Other Services 81 81 $2,775,075 79 $2,318,298 74
Public Administration, Other 92,00 92,00
Friday Harbor Total Taxable Sales $103,836,677 | 1858 | $120,188,321 | 2006

San Juan County Total Taxable Sales

$355,162,000

$378,828,249
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Economic Drivers

It is important to know that sales revenue in Friday Harbor is 30% of the total for the County. If the first
priority of an Economic Development Plan is to support the existing economy, then the above economic
sectors are where this plan should focus. What are the issues facing these sectors.

Construction —

1.

Large construction projects (i.e. Roche Harbor expansion, Misty Todd project, Senior Care
Housing, Lopez Home Trust Senior Housing, San Juan County Administration Building Remodel)
seem beyond the capability of local contractors.

Home building has slowly increased since 2000 while remaining around 80 units a

year.

Retail sales revenue related to construction continues to grow but may be the result of

rising labor and materials costs, as well as the trend toward larger, expensive homes.

There has been an increasing trend toward construction firms bringing workers to the

islands, housing them on-island Monday through Thursday, the result of a lack of local, skilled
construction workers.

Accommodations / Restaurants / Food Services —

1.

A love/hate relationship seems to exist between the community and the Tourist industry, many
local citizens resenting the dislocations caused by summer tourism, as well as the stresses they
place on infrastructure and community services.

The success of the tourist sector is dependent on the health of the area’s ecosystems. In
particular, commercial and tribal fisheries, shellfish growers, agriculture, forestry, recreation
and tourism-related industries, and real estate development benefit from, and even rely upon,
the high quality natural environment to succeed.

The tourist spending during the shoulder seasons has increased slightly, in part because of
Skagit Valley College’s Elder Hostel Program and Visitor Bureau promotion programs
(weddings, artist studio tours, etc..).

The visitor industry is one of the economic anchors of the Town of Friday Harbor. Tourism
generates a little more than 20% of all employment and tax receipts. It generates revenue
that offsets the costs of services and provides income for residents.

Because of the seasonal nature of the tourist industry and the large proportion of part-

time residents, restaurants have a difficult time achieving year-round profitability and
increasing difficulty finding seasonal workers.

Motor Vehicles and Parts —

1.

The size and success of this economic sector may be largely due to the lower sales tax
charged by the Town of Friday Harbor (much of the revenue is generated through yacht and
aircraft sales).

Management, Education, and Health Services —

1.

The school district is experiencing declining enrollment which has significantly decreased
educational spending. While students frequent food suppliers (restaurants and stores) 10
months a year, it is questionable whether school spending has much impact on the Town.
Health services organizations, which are a growing segment of the economy, are having
increasing difficulty finding skilled workers (nurses in particular).
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3. The cost of housing is the major challenge for employers to attract and secure employees in
these economic sectors (as well as most economic sectors).

The above categories reflect the leading generators of Retail Sales within the Town of Friday Harbor. The
contributions from Tourism is directly reflected within the Accommodations and “Restaurants / Food
Services” categories. However, there are two notes to keep in mind. First, sales in general (merchandise,
retailers, wholesale, or real estate) incorporate and reflect visitor spending. Second, the source of
residents typically is people who came here as tourists, where they decide to then retire or build their
second home. Thus Real Estate and Construction reflect a second tier impact of Tourism.

Retail Sales Demand, Supply and Leakage

In 2005, Food and Beverage-related stores, services and places account for about one third of non-
construction retail sales. These same industry categories experience the lowest sales leakage percentages
among major categories examined. Sales leakage is simply an estimate of the difference between known
sales (supply) and anticipated demand based on a variety of factors including income and amount of
noney generally spent on a specific category.

Due to the island geography, some sales leakage information may be more telling than others. To take an
obvious example, salesleakage for “motor vehicles and parts dealers” would be more useful to someone
interested in vending the “parts” than the “vehicles” themselves. Similarly, while sales leakage appears to
be high in “gasoline” and “electronics” categories, that does not necessarily mean someone should rush in
and start-up a business in either one. With regard to “gasoline,” many islanders may prefer to buy gas
off-island due to lower costs. With “electronics,” national trends show more and more people buying these
products on-line and having them shipped from centralized distribution centers.

On the other hand, sales leakage information can suggest direct or even indirect new business
opportunities. For example, two out of three islanders are getting their “general merchandise” items off
island. What are the most common general merchandise items, and how can an entrepreneur convince his
or her island mate to buy them locally? The table below provides a summary of demand, supply and
leakage across a number of major industry categories in San Juan County for 2005.

San Juan County Retail Sales & Leakage (2005)

Demand Supply Leakage Leakage
NAICS  Retail Categories (Retail Potential) (Retail Sales) (Demand-Supply) %
441 Motor Vehicle & Parts Dealers $65,623,345 $7,790,193 $57,833,152 88%
442 Furniture & Home Furnishings Stores $4,773,798 $1,986,897 $2,786,901 58%
443 Electronics & Appliance Stores $6,531,240 $2,204,819 $4,326,421 66%
444 Bldg Materials, Garden & Supply Stores $12,682,864 $5,288,663 $7,394,201 58%
445 Food & Beverage Stores $57,434,170 $33,475,547 $23,958,623 42%
446 Health & Personal Care Stores $10,070,583 $5,763,953 $4,306,630 43%
447 Gasoline Stations $20,127,250 $6,430,379 $13,696,871 68%
448 Clothing and Clothing Accessories Stores $12,318,092 $6,266,858 $6,051,234 49%
451 Sporting Goods, Hobby, Book, & Music Stores $3,933,746 $1,930,823 $2,002,923 51%
452 General Merchandise Stores $407,324 $151,446 $255,878 63%
453 Miscellaneous Store Retailers $13,423,834 $6,643,925 $6,779,909 51%
454 Non-store Retailers $5,227,879 $1,813,155 $3,414,724 65%
722 Food Services & Drinking Places $34,301,008  $19,269,055 $15,031,953 44%
44-45, 72 Total Retail Trade and Food & Drink $246,855,133 $99,015,713 $147,839,420 60%

Source: ESRI Business Information Solutions
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Income Information

Income by Jurisdiction (2000-2010)

Median HH Income Per Capita Income
2000 2005 2010 2000 2005 2010
San Juan Island* $45,000 $50,261 $57,371 | $30,824  $36,366  $48,401
Friday Harbor $35,160 $40,000 $46,570 $19,792 $31,070 $42,351
San Juan County $43,440 $48,732 $55,558 $30,603 $36,802 $48,680
State of Washington $45,770 $51,537 $58,309 | $22,973  $26,412  $31,511

Source: ESRI Business Information Solutions
*Note: San Juan Island data is an aggregation labeled San Juan County Subdivisions which include
surrounding islands.

Clearly, average income in the town is below that of the County and State generally. That is a
significant fact for land use planning, particularly when considering zoning for affordable housing
and affordable housing construction incentives. It is also very important when the Town Council
considers cost of infrastructure services (water, sewer, trash, fire and police protection).

Observations about San Juan County Income

Sources of Personal Income — investment income is #1 at 46% of the total; wage and salary is
only 27% (lowest in any county for which we have compiled data).

Covered Employment — accommodation/food services, government, construction and retail account
for almost two-thirds (65%) of all jobs. Average pay in all the top sectors (except government) is
quite low. Wages increased by only 3% between 2002 and 2004, well below inflation.

In the table above, median household and per capita incomes are projected to grow faster than

the overall state average between 2005 and 2010. However, household incomes will be merely
closing the gap between a higher state average, while island per capita incomes will widen their
lead, with the greatest growth in income expected to occur on Orcas.

San Juan County differs significantly from the rest of the state in many respects. Demographically
speaking, the islands amount to one large resort. By and large, the resort dwellers (including
retired seniors) do not depend on the economy of the islands for their sustenance. Those who work
for a living do so for low to moderate wageswith no ability of employers to pay wage premiums
for working in what is clearly a high cost-of-living county.

Unemployment is relatively low and the average personal income ranks close to the highest in the
state. Not having Employment Security Department services available within the county adds an
additional burden on the unemployed. This may also distort the actual unemployment rate since
discouraged job-seekers can not afford to travel to the mainland to engage services.
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Demographic Information

As of 2007, the town of Friday Harbor was home to approximately 2,220.

Population
Population Households (HH)
2000 2005 2010 2000 2005 2010
Friday Harbor 1,989 2,213 2,398 896 1,003 1,096
San Juan County 14,077 15,413 16,641 6,466 7,176 7,812
State of Washington 5,894,121 6,319,255 6,756,845 | 2,271,398 2,436,150 2,608,833

Source: ESRI Business Information Solutions

US Census 2000 Highlights

Census 2000 figures also provide a few insights into the Town of Friday Harbor:

® While Friday Harbor has about the same percentage of population under age 18 as the County
(23.1% to 24%), it has an even higher percentage of population over age 65 (17.6% to 11.3%).

®  Friday Harbor has a slightly higher percentage of residents with high school degrees (91.2%) than
the County, and a slightly lower percentage with a bachelor’s degree or higher (26.9%).

®  QOver 71% of Friday Harbor labor force participants work in management, professional, service or
sales and office occupations.

= More than 25% of owners and about 33% of renters spend more than 35% of their household
income on home costs (above affordability threshold).
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US Census QuickFacts 2000 — Town of Friday Harbor
Sex and Age

Under 18 years and over

65 years and over
Educational Attainment
Percent high school graduate or higher

Percent bachelor's degree or higher
Employment Status

Population 16 years and over

In labor force

Civilian labor force

Employed

Unemployed

Not in labor force

Occupation

16 years and over

Management, professional, and related occupations
Service occupations

Sales and office occupations

Farming, fishing, and forestry occupations
Construction, extraction, and maintenance occupations
Production, transportation, and material moving occupations
Selected Monthly Owner Costs as % of Household Income in 1999
Less than 15.0 percent

15.0 to 19.9 percent

20.0 to 24.9 percent

25.0 to 29.9 percent

30.0 to 34.9 percent

35.0 percent or more

Not computed

Specified renter-occupied units

Gross Rent

Less than $200

$200 to $299

$300 to $499

$500 to $749

$750 to $999

$1,000 to $1,499

$1,500 or more

No cash rent

Median (dollars)

Gross Rent as % of Household Income in 1999
Less than 15.0 percent

15.0t0 19.9 percent.......ccccevvvrvennnne.

20.0 to 24.9 percent........ccccevevrenne.

25.0t0 29.9 percent.......ccccevreernnne.

30.0to 34.9 percent.........coeeevrvennne.

35.0 percent or more

Not computed

No.
460
351

1,589
1,094
1,094
1,039
55
495

1,039
220
208
316

10
148
137

73
25
44
20
25
67

476

27
16
136
147
87
21

35
601

83
36
42
57
67
156
35

%
23.1
17.6

91.2
26.9

100.0
68.8
68.8
65.4

35
31.2

100.0
21.2
20.0
30.4

1.0
14.2
13.2

28.1
9.6
16.9
7.7
9.6
25.8
2.3
100.0

5.7
3.4
28.6
30.9
18.3
4.4
15
7.4

X)

17.4
7.6
8.8

12.0

141

32.8
7.4
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Workforce

The Town’s unemployment rate has a regular annual fluctuation resulting primarily from the seasonal
workforce needs of the tourism industry segment. Construction contributesas well to this seasonal cycle.
The Town has some “commuter” element to its workforce, primarily provided by selective employers who
fly/ferry workers for specific project related work or those commuting by interisland ferry. This includes
selective skills workers as well as commercial construction projects. A final source of seasonal workers is
high school students (300+ 9t through12th graders) and returning college students working during their
summer breaks.

Chart 1. San Juan County Unemployment Trend
Source: WA State Employment Security Department

MDntth Unemployment Rate Source: WA State
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