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Introduction 
The Washington State Growth Management Act has been in place for 25 years, and has been 

in effect through three distinct economic and development cycles. Local governments in 

Whatcom County are now undertaking updates to their plans and can draw on the experience 

of previous cycles and plans to develop strategies with a high likelihood of success. This paper 

reviews some background data and trends in Whatcom County and Bellingham and provides 

comments and analysis of a number of key issues jurisdictions in the county will face as they 

update plans.  

Demographics and Economics 
Whatcom County is part of one of the fastest growing states in the nation. From 2010 to 2015, 

only three states—Texas, Florida, Colorado—outperformed Washington in a combined 

measure of absolute population growth and growth percentage. Washington grew 6.6 percent 

during this period, much faster than the 4.1 percent national rate. Washington also grew faster 

than the West overall, which grew 5.7 percent over the five years.  

Whatcom County, in turn, has been 

among the fastest growing areas of 

Washington. Over the past 50 

years it has nearly tripled its 

population, growing from about 

75,000 people to 210,000. Over 

this period, when the state itself 

grew 138 percent, Whatcom 

County was the 11th fastest 

growing of the state’s 39 counties. 

More recently, Whatcom County 

has grown even faster. In the past 

25 years, over what we might think 

of as the era of Growth 

Management, Whatcom County 

grew 64 percent, making it the 

sixth fastest growing county in the 

state, and the third fastest in Western Washington, behind only Clark and Thurston counties. 

Figure 1 shows a growth index for the period 1990 to 2015 for Whatcom and neighboring 

counties as well as the state, showing this brisk pace of growth. (In Figure 1, the growth index   
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shows how many people lived in each county by year for every 100 people living in that county 

in 1990. For example, in Whatcom County, there were about 130 people in 2000 for every 100 

people in the county in 1990.) 

In the five year period from 2008 to 2013, when growth in Washington State fell below one 

percent for the first time since the early 1980s, Whatcom County grew at just about the 

statewide average, and was the 12th fastest growing county in Washington and the fourth 

fastest growing in Western Washington.  

All About Migration 

Growth has two components: natural growth (births minus deaths) and net migration (in-

migrants minus out-migrants). Growth in Whatcom County has been skewed more toward net 

in-migration than the rest of the state. Since the early 1960s, Washington state has grown an 

average of 1.7 percent per year, with about 44 percent of that growth coming from natural 

increases. Whatcom County, by 

contrast, has grown an average of 

about 2.0 percent per year with only 

27 percent of that growth coming 

from natural increases. 

Figure 2 shows the components of 

population growth for Whatcom 

County in five-year intervals from 

1960. Note the very high level of net 

migration from 1990 to 2010. Net 

migration fell quite a bit from 2010 

to 2014, but this was the case in 

most of the country, due to a 

number of factors that will not likely 

repeat. The factors that drew 

thousands of new residents to the 

county for the preceding 20 years 

(quality of life, university, industrial jobs) have not gone away and will begin to reassert 

themselves, leading to a resurgence in migration to Whatcom County. 

In fact, data from the State Office of Financial Management show net migration picking up 

starting in 2012. The Washington State Department of Licensing tracks total in-migration from 

outside of Washington through driver’s license trade-ins from other states. In 2015, 4,951 

people traded in an out-of-state driver’s license in Whatcom County, which is the most in any 

year since 1999. According to the Internal Revenue Service, which tracks migration through 

address changes on tax returns, the top five counties of origin for migrants to Whatcom 

County are: King, Skagit, Snohomish, Pierce and Los Angeles counties. The top five destinations 

for people leaving Whatcom County are: King, Skagit, Snohomish, Pierce and Multnomah 

counties. 
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Why People Migrate 

It is important to understand why people migrate, and if we can get clues to that question, we 

might be better able to predict how popular an area will be for future migrants.  

First, most working age people who move away from their current metro area do so to take a 

job they have already landed. Some people move to a new place and then look for work, but 

most movers have already found their job. So, migration will be determined by the growth in 

employment in an area and the degree to which the jobs that are growing are of the sort that 

might attract people. Not many people migrate to take jobs in retail or personal services, for 

example, but many people migrate to take jobs that require skills that are in demand. This has 

always been the case in the Puget Sound region, where tens of thousands of skilled machinists 

have migrated to work at Boeing, and tens of thousands of software engineers have migrated 

to the region’s technology firms. 

Whatcom County has a number of industries that require a skilled workforce and that will look 

well beyond the immediate area for skilled labor. The petroleum refining industry, which 

directly and indirectly accounts for perhaps 20 percent of the county’s economy, will attract 

workers from all over the country. The county’s maritime industries—shipyards, 

boatbuilders—will also attract skilled people from around the country. Manufacturing 

employment is growing in Whatcom County, and that growth will give rise to continued in-

migration as increasingly sophisticated manufacturers look far and wide for people who can 

begin work with minimal training. 

A second reason that people migrate is to enjoy a high quality of life. This is particularly the 

case for retirees and those who can work from home, as well as young people who are still 

footloose. David Albouy, a professor of economics at the University of Illinois, calculated the 

value of amenities in cities across the United States and derived an index for the quality of life 

in these cities. In his study, Bellingham ranked 19th out of 240 metro areas in the country. This 

high quality of life will continue to draw new residents to Whatcom County. 

A retirement haven? 

Whatcom County has many of the features highly valued among retirement communities. It 

has an overall high quality of life, abundant outdoor recreation opportunities and good access 

to high quality medical care. And has been observed, a large university, such as Western 

Washington, brings with it a significant package of opportunities and amenities that are valued 

by retirees. 

Nonetheless, as seen in Figure 3, Whatcom County and Bellingham do not have a significantly 

larger share of their population over the traditional retirement age of 65 than the state 

average. 

The neighboring counties—Island and Skagit—do have a noticeably larger share of the 

population in the traditional retirement age bracket.  Whatcom County’s median age of 36, is 

lower than the state median age of 37, and considerably lower than the median ages in the 

retirement havens of Clallam County (median age 50) and Jefferson County (median age 55).  
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The relative thinness of the layer of 

retirees is also seen in incomes. 

According to the U.S. Bureau of 

Economic Analysis, Social Security 

and Medicare benefits make up 9.5 

percent of personal income 

statewide, and 10.9 percent in 

Whatcom County. This contrasts 

with Jefferson County, where 

Social Security and Medicare 

benefits make up nearly 20 

percent of personal income. 

Whatcom County may have the 

characteristics of an attractive 

retirement community, but it does 

not seem to attract and retain 

much more than an average 

number of retirees. Employment growth, a major university and a high quality of life have 

combined to keep Whatcom County firmly in the group of Washington counties that appeal to 

all age groups and will, therefore, retain balanced demographics. 

A home is where a job goes at night 

The largest determinant of housing demand is job growth. Figure 4 shows an employment 

index for Washington State, the Puget Sound region and Whatcom County. (In Figure 4, the 

employment growth index shows the number of jobs in each area by year for every 100 jobs 

that existed in 2001) Whatcom County has followed the general pattern of the Puget Sound 

region and the state, with the 

notable exception of having 

escaped the recession of the early 

2000s unscathed.  

While Whatcom County has 

enjoyed substantial growth in 

population and jobs, incomes lag 

other areas of the state. Figure 5 

shows the average wage per job for 

Whatcom County and the other 

larger counties of Western 

Washington. Despite its strong 

base of manufacturing industries, 

average wages in Whatcom County 

are lower than most of Western 

Washington.   
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Figure 6 provides some insight into 

the relatively low average wages 

paid in Whatcom County. 

Compared to the state, Whatcom 

County has a higher share of 

employment in manufacturing and 

a lower share in information and 

services. While manufacturing 

provides solid middle income jobs, 

it tends to have fewer jobs in the 

upper end of the wage scale. In 

contrast, information and services, 

along with finance, insurance and 

real estate (FIRE) tend to have 

quite a lot of jobs in the upper end 

of the wage scale. Income 

distribution data shows that 

Whatcom County does, indeed, 

have a lower than average share of 

households in the upper income 

layers, but has the average number 

of middle income households. 

 

 

 

 

 

The economics and demographics of Whatcom County 

The preceding discussion points to a position for Whatcom County that is mostly positive. The 

county has been among the fastest growing in the state, especially in recent years. It 

weathered the 2001 recession well, and has bounced back from the Great Recession as well as 

the rest of the state. With an economic base rooted heavily in manufacturing, Whatcom 

County offers a solid layer of middle income employment. On the downside, Whatcom County 

has not shared in the wage growth that other parts of the Puget Sound region have enjoyed 

due to growth in technology sectors. And while Whatcom County has many of the attributes of 

an attractive place for retirees, the distribution of age brackets remains very close to the state 

average. This picture will inform the discussion below about the present and future housing 

needs of the county. 

  

Figure 6: Distribution of wages

Whatcom Co Washington

Resources 1% 1%

Transportation, Construction, Utilities 12% 8%

Manufacturing 16% 12%

Wholesale and Retail Trade 12% 12%

Information, Services 15% 25%

FIRE 4% 5%

Education, Health 13% 11%

Arts, Entertainment, Travel 5% 4%

Government 22% 21%

Source: U.S. Bureau of Econonomic Analysis
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Policy and Regulatory Drivers of Housing Supply and Price 
Housing is among the most heavily regulated sectors of the economy, and the only major 

sector that is regulated primarily at the local level. The local planning and regulatory 

environment has a direct impact on the availability and price of housing, and this section will 

review a number of issues that are currently under discussion in Whatcom County and in 

Bellingham. 

Land availability and price 

A centerpiece of Washington’s Growth Management Act is the strict regulation of land 

available for development at urban densities. This regulation is carried out through the use of 

Urban Growth Areas (UGAs) defined by hard lines on the map. UGAs are established by policy 

and are difficult to revise over a planning period.  

In establishing UGAs and determining if they contain enough land to accommodate anticipated 

growth in the area, planners undertake a land capacity analysis (LCA). This analysis attempts to 

match vacant and redevelopable land with anticipated demand for housing and commercial 

development that requires land. This will be an imperfect process, at best, and even the most 

accurate assessments of land capacity fail to take into account some important factors. 

Dynamic pricing. LCAs are done at the beginning of a planning period, and as long as enough 

land is identified to meet anticipated demand during that planning period, that land base is 

considered sufficient. But a lot changes over the course of a planning period that will affect the 

price of land. This is best seen in the standard supply and demand curves. 

Figure 7 shows a supply and 

demand curve and introduces a 

vertical line representing a 

supply limit, such as an urban 

growth area imposes. The 

dashed  line shows the 

resulting actual supply curve. If 

the quantity of land 

represented by the supply limit 

is to the right of the 

equilibrium price point, then 

the limit has no impact on 

price. That may be the case at 

the beginning of the planning 

period. But over the planning 

period, as land is developed, 

the supply limit line, 

representing the remaining 

developable land within the 

UGA, shifts to the left.  

  

Supply

Demand

Price

Quantity

Supply Limit
Equalibrium 

Price

Figure 7: Initial housing supply and demand 
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Figure 8 shows the result of this 

shift, as the new supply curve 

(the dashed line) moves vertical 

at a point to the left of the 

natural equilibrium price. This 

pushes the price of land up 

higher than the equilibrium price 

that land would hit without any 

limits on supply. As the planning 

period progresses, and the 

vertical supply limit shifts further 

to the left, the price of land 

keeps increasing. 

The LCA for Whatcom County 

indicates that there is barely 

enough single family land to 

support the demand for single 

family housing over the planning 

period, meaning that the vertical 

line could begin to move past the 

equilibrium price early in the planning period, causing land prices to escalate well before any 

corrective action is anticipated. Furthermore, the market does not act in concert with planning 

periods, and land developers will seek to acquire land for future development well beyond the 

planning period, adding to demand. 

Market Factor. Part of the LCA is the introduction of a “market factor” meant to represent the 

land that will be kept off the market during the planning period for any number of reasons. 

The LCA methodology for Whatcom County applies a basic market factor of 15 percent for 

residential land. This, then, presumes that 85 percent of all vacant or redevelopable land is 

available for purchase during the planning period. The 15 percent market factor could be quite 

low for several reasons. 

First, as Figure 8 above shows, land prices will likely rise during the planning period, making it 

financially attractive for a land owner to wait longer to sell. We are living in a time of great 

uncertainty about asset prices and investment returns throughout the economy, and land in a 

growing area that is subject to artificial scarcity looks like a very good investment. As described 

above in the demographic notes, Whatcom County has a bright future, and an investor holding 

land could do very well by keeping it off the market. 

Second, much of the land that is considered underutilized or partially utilized is serving 

economic functions that, while perhaps unimpressive, are nonetheless valued by their owners. 

A small retail building or tiny rental house in the middle of a redevelopment zone provides its 

owners with a steady, reliable income and they may be reluctant to sell. Many small, older 

homes that fall under a threshold of value in terms of redevelopment potential, have owners 

who are content to stay in them.  

Supply

Demand

Price

Quantity

Equalibrium 

Price with 

supply limit

New Supply Curve

Supply Limit 

Shifts

Figure 8: Housing supply and demand over time

Equalibrium 

Price with no 

supply limit
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Third, small parcels that are considered “developable” are often not economic to build on. 

Home builders typically operate with economies of scale, and projects that involve one or two 

homes can be difficult to pencil out. This is particularly the case in older neighborhoods where 

the surrounding homes are of low value. It is challenging to build in a neighborhood where 

costs are high due to isolation, and prices are depressed due to the aging of the surrounding 

housing stock and infrastructure. “Spot lots” should be treated with a higher market factor. 

Fourth is the availability of infrastructure, especially sewers. Many areas that are considered 

ripe for infill do not have sewers and may have undersized water pipes. Extending sewer and 

water infrastructure is quite expensive and since the cost of those extensions is often borne by 

the developer, such infill parcels can be uneconomic to develop. 

Fifth is the matter of neighborhood resistance. Land may be available on the market, zoned 

and served by infrastructure, but a prospective developer may still encounter fierce opposition 

to a project. Large developers undertaking major subdivisions expect this and have the legal 

and communications resources to work through the necessary public processes. But smaller 

builders undertaking smaller infill projects often do not have the time and resources to win the 

battle of public sentiment, leaving developable land untouched. 

The cost of lot development 

The housing industry is quite mature and operates within a framework of practices that have 

proven useful in mitigating the already large risk involved in the business. In addition to being 

regulated by governments, the housing industry has its practices determined to a large degree 

by the financial institutions that provide construction lending. Even if a developer or builder 

wanted to depart significantly from established practices, they would have a difficult time 

finding lenders willing to go along. 

This dynamic is seen in the process though which land is developed into building lots and those 

lots are turned over to homebuilders. Government regulation, combined with financial 

practices (themselves subject to government oversight) drive actions in the marketplace that 

often result in high housing prices. The following discussion applies to construction of single 

family homes, but the same principles can be adapted to multi-family development. 

The process begins with land. Local zoning and development regulations dictate how much 

land is required for each home. From a market perspective the exact amount of land allocated 

to each home is not very important. In the fast growing areas of the state, lot sizes became 

smaller during the 1990s and 2000s, with little impact on the prices of the homes on those 

lots. A buyer choosing between two identical homes, one on a 5,000 square foot lot and one 

on a 5,500 square foot lot, will not pay much more for the larger lot. 

Next, the land developer must subtract land that cannot be developed due to wetlands, steep 

slopes and other restrictions in sensitive areas ordinances. As raw land becomes increasingly 

scarce, developers must turn to land that has significant sensitive areas restrictions, meaning 

that their development will have gaps and homes will be spread out. This increases road and 

utility costs, as each foot of pavement and pipe serves fewer homes. 
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Once a developer goes through the painstaking process of gaining plat approval for a 

subdivision, those lots must have infrastructure to serve them: roads, sidewalks, wet and dry 

utilities. The developer may also be subject to costs to pay for offsite infrastructure, such as 

improvements to a nearby intersection. On top of that, the developer may have to pay impact 

fees to various local governments to pay a share of larger, regional improvements, such as 

schools, parks and major arterials. 

Each of these costs—land, sensitive 

areas reductions, architectural and 

engineering services, on-site 

improvements, off-site improvements, 

impact and hookup fees—are added 

to the cost of developing the 

subdivision. Once all costs are known, 

the land developer can set a prices for 

the finished lots. Figure 9 shows a 

hypothetical example of the costs 

incurred in the development of a lot in 

a subdivision under existing regulatory 

conditions (scenario A) and under 

revised conditions that might ease the 

burden on land development. The 

estimates in Figure 9, while 

hypothetical, are based on 

confidential interviews with 

individuals involved in developments 

in the Whatcom County area. 

In Scenario A, the cost of the lot is burdened with impact fees, off-site mitigation fees and 

relatively high hookup fees for utilities. Current regulatory processes increase both the soft 

costs (for legal and planning work) and developer overhead (primarily financing during long 

permit approval timelines). These direct and overhead costs are reduced in Scenario B. The 

result of these reductions is a drop of $46,320 in the target price of the finished lot. 

“Contributory lot value” refers to the share of the total purchase price of the home that is 

accounted for by the price the builder paid for the finished lot. The contributory lot value 

standard in the industry nationally has gradually increased from around 25 percent to perhaps 

33 percent today (it will vary, of course). While construction lenders have watched this ratio 

increase they are very wary of seeing it go much higher. It is not good business practice to 

build inexpensive homes on valuable lots. Construction lenders demand that finished lots be 

developed at the “highest and best use,” and they simply will not finance homes that fall 

outside of the acceptable range of contributory lot value. 

  

Figure 9
Scenario A Scenario B Difference

Land cost 40,000 40,000 0

Impact fees paid at development 8,500 0 8,500

Utility hook up fees paid at development 12,000 3,000 9,000

Off-site mitigation 10,000 0 10,000

Permit fees per lot 2,500 2,500 0

Soft costs (architecture, engineering, legal etc) 10,000 8,000 2,000

Hard costs (roads, utilities etc) 40,000 40,000 0

Total development costs 123,000 93,500 29,500

Developer overhead 18,450 9,350 9,100

Developer profit 28,290 20,570 7,720

Sales price per building lot 169,740 123,420 46,320

Contributory lot value (%) 33% 33%

Target price for home built on lot 514,364 374,000 140,364

Sources: Confidential interviews

Cost per lot
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In the scenarios above, with a contributory lot value of 33 percent, the target price for the 

home in Scenario A is $514,364 and in Scenario B is $374,000, or $140,364 less. The illustration 

shows that any costs added to the cost of developing the lot will show up multiplied by the 

inverse of the contributory lot value.  

Adding $30,500 in impact fees, mitigation fees and hookup fees to lot development adds 

$140,364 to the target home price shown on the last line if Figure 9. This may not seem fair or 

reasonable, but it is a product of the way land development and homebuilding are financed. 

Once homebuilders have invested in finished lots, they must conform to industry standards in 

the price point for homes they might build on those lots. And even when a single firm does 

both lot development and homebuilding, their lenders will generally appraise finished lots 

separately and require the builder to follow the same standards of contributory lot value. 

Impact of lot development cost on larger market 

The price of a finished building lot, as illustrated in Figure 9, does not apply just to new lots 

being developed, but influences all legal building parcels. The value of the lot under a used 

house rises with the value of newly developed lots. This can be seen easily by subtracting the 

replacement cost of an existing older home from the sales price. 

Figure 10 shows four examples of homes listed for sale in the Bellingham area in early July, 

2016. These are older homes without major upgrades. In each case the replacement 

construction cost is assumed to be $95 per square foot, which is about what the Whatcom 

County Real Estate Report estimates to be 

the cost of building a modest home, 

including an allowance for site work.  

The imputed lot value derived from this 

exercise is in the same range as the lot price 

calculated in the examples in Figure 9. In 

early July, a fully serviced infill lot in an 

established Bellingham neighborhood was 

priced at $175,000. The sizes of these lots 

vary considerably, but as noted, the size of 

the parcel is not the important factor. What 

matters is the ability to build a home on the parcel, whatever the size. In fact, July listings 

show many five-acre parcels outside the UGA, priced in the range of $150,000 to $200,000. In 

a sort of abstract way, the real thing of value is the entitlement to build a home. 

Impact of long land use permitting times 

The long timeframes for land use permitting is a well established concern among developers 

and those interested in housing affordability. This is a longer topic than can be covered here in 

depth, but it is worth noting three important ways that long lead times affect costs. 

The first is financing costs. If raw land is purchased outright before permitting starts, the 

developer must pay interest on bank loans until the lots are sold. If the developer is able to 

delay purchase until preliminary plat approval, a deposit (sometimes non-refundable) will still   

Figure 10

Listing 

price

Square 

footage

Const cost 

per square 

foot

Estimated 

cost to 

replace

Imputed 

lot value

$389,000 2,250 $95 $213,750 $175,250

$290,000 980 $95 $93,100 $196,900

$349,000 1,600 $95 $152,000 $197,000

$279,000 874 $95 $83,030 $195,970

Sources : Zi l low, Whatcom County Real  Estate Report



 

Whatcom County/Bellingham Housing Report  Page 11 

be required, and the seller will ask for a higher purchase price to compensate for having their 

asset tied up. 

The second is risk premiums. Longer permitting times increase the risk that the project will not 

hit the market at the optimum time or will get poor results for some other reason. Developers 

and their equity financing partners will require a higher return on their capital to compensate 

for this higher level of risk. Developers and builders can only look so far into the future, and 

the longer they need to speculate about future economic and market conditions, the higher 

the risk and, therefore, the higher the expected reward for investment. 

The third is soft costs. From the time that a developer gets access to a parcel (either through 

purchase or through contract) they begin to spend money on environmental, engineering, 

design, legal, marketing and other professional services. As timeframes lengthen, and 

processes become complex, these fees build up. And like any other part of the project, these 

fees must be financed. 

These cost issues are particularly acute for smaller local builders and lenders. Historically, land 

development and homebuilding have been undertaken by local businesses, financed by local 

equity investors and local banks. In the past two decades, national builders, some publicly 

traded and all with access to national lenders, have moved into Washington markets. But 

these builders tend to operate at a large scale that is often not consistent with a marketplace 

like Whatcom County.  

Land development and homebuilding in a market like Whatcom County will still be dominated 

by small and mid-sized builders who are very sensitive to the long lead times that have 

become typical of land use processes. 

Demographic and economic drivers of housing demand 
As noted above, Washington State and Whatcom County have shown impressive rates of 

growth in recent years. As the nation slowly pulled itself out of the Great Recession, people 

again began to migrate to new areas in search of greater opportunity. As Figure 2 shows, net 

in-migration has been the story of Whatcom County’s growth over the past several decades, 

and it has again become the source of over half of the county’s growth.  

Housing demand comes from a more subtle source than just population growth: household 

formation. Households form, arrive and disappear at slightly different rates than population 

growth, based on in-migration, household size, independence of young people, marriages, 

divorces and other life events. Planning must make assumptions about all these factors, and 

while there is not space in this paper to explore all of them, we need to consider several of 

them. 

This analysis will also look at the question of housing types. Although planning processes often 

refer simply to “units,” no one goes shopping for a unit. Households have specific needs for 

space and desires for various single family and multifamily settings. As will be discussed, these 

preferences tend to persist over time and can be anticipated.  
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Anticipated in-migration 

Of the two components of population change, one—natural population growth—is relatively 

stable and predictable. The impact of natural growth on housing demand is, however, not very 

direct: babies do not buy houses and people often move out of their primary home well before 

their death. Migration does, however, have a very direct bearing on housing demand, since an 

out-migrating household frees up a home and an in-migrating household has immediate need 

of a home. 

The projections issued by the State Office of Financial Management (OFM) for Whatcom 

County have, as their net migration figures, numbers lower than what Whatcom County has 

historically experienced. As the nation begins to get on the move again after a period of 

unnaturally slow migration, Washington State will be the destination for many people. The 

economy of the state is robust and growth will not be confined simply to the Central Puget 

Sound area. In the high growth period of the early 2000s the fastest growth counties tended to 

be those on the periphery of Central Puget Sound. 

As noted, Whatcom County has experienced strong employment growth and has a number of 

industries that will tend to attract skilled workers from outside the area. In addition, the 

presence of a major university will attract students who will remain in the area to take 

advantage of the lifestyle. The presence of an educated and skilled workforce and a high 

quality of life will attract new industries in a virtuous cycle that has been demonstrated 

elsewhere in the state and the nation. Whatcom County will need to come to grips with the 

same dilemma that other highly attractive places face: maintaining a community that is 

prosperous and attractive for current residents will, inevitably, attract new residents. 

It would, therefore, be prudent to anticipate higher levels of net-in-migration than the OFM 

forecasts provide.  

Impact of aging Baby Boomers 

Much has been written about the aging of the Baby Boom cohort, born between 1946 and 

1964. The oldest of the Boomers turn 70 this year, and the youngest will soon be in the empty-

nester category. There has been a great deal of speculation that as Boomers age, they will 

move out of their large suburban homes and gravitate to higher density living. Unfortunately, 

there is little evidence that this is actually happening. 

The theory is as follows. The boomers began in earnest to buy homes in the mid-to late 1970s, 

and since many were financially successful and rode their incomes up the ladder, they moved 

up into larger homes. Those homes were built in subdivisions on the very outskirts of 

metropolitan areas. Now that they are older, the thinking goes, those big homes with all their 

stairs and maintenance requirements, will become a burden and their owners will be happy to 

sell them and move to less demanding and less auto-dependent settings. 

This is a good theory but it has not been playing out. There are certainly large numbers of 

Boomers who have, in fact, sold their homes and moved to other settings, but at no higher 

rate than their parents did. Surveys of Boomers have shown as high a preference for “aging in 

place” as with previous generations. The inconvenience of larger homes in outlying areas is   
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offset by generally improved health and mobility. And Boomers are no different from previous 

generations in having strong attachments to the surroundings—neighbors, churches, stores, 

coffee shops, parks—to which they have become accustomed over the years.  

When empty nesters and retirees move by choice, they tend to do so when they are younger, 

rather than older. There may be a flurry of movement among those in their 50s and early 60s, 

and then little movement until health considerations come into play. Given this pattern, if the 

Boomers were going to be moving in large numbers to higher density housing, we would have 

seen it by now, and it has just not shown up in national and local housing data. 

Rather than anticipating that Boomers will free up their homes for the next generation, plans 

should accept the preference for aging in place and provide the infrastructure and services 

that will be required by this large cohort. 

The Millennials 

The only group that has been studied more than the Boomers is the Millennials, born from the 

late 1970s to the mid-1990s. This group, mostly the children of the Boomers, is the largest age 

cohort in U.S. history and will have a massive impact on housing markets. Like the Boomers, 

the Millennials have been subject to a great deal of speculation about their housing 

preferences. And like the Boomers, there is a tidy but flawed theory about them in wide 

circulation. 

The theory is as follows. Millennials were raised on a steady diet of media images portraying 

attractive urban lifestyles—Seinfeld, Friends—and, at the same time, making traditional 

suburban lifestyles seem tame at best and vapid at worst. As the Millennials grew up, cities 

around the country were going through a remarkable transformation, as previously decrepit 

urban areas had new life breathed into them. Crime in cities has fallen to historic lows, and 

previously sketchy neighborhoods are now safe. Many technology based businesses are 

eschewing suburban office parks and moving into renovated spaces in cities. Thus, the 

Millennials can live in hip neighborhoods and walk to work. This pattern gives rise to a host of 

local stores, restaurants and services that make the urban lifestyle sweet. 

This pattern is certainly underway in many areas of the country, and is seen locally in central 

Seattle, as well as Bellevue, Redmond and Kirkland. But it will be far less impactful than 

imagined due to three big problems: scale, cost and timing. 

The matter of scale is simply that 20 percent of the population cannot fit into a few cool urban 

neighborhoods. There is just not space. As of the 2010 Census, there were more Millennials 

living in the City of Federal Way than were living in the core hipster neighborhoods of Seattle. 

So, even if Millennials opt for multi-family living, most of them will be in apartments on the 

outskirts of the urban area, and will miss out on the lifestyle features that are presumed to 

make apartment living attractive. 

Urban living is expensive. Rents in the core of Seattle are very high and only the well paid 

young professionals can afford them, even after giving up car ownership. It is difficult to 

reconcile a preference for an expensive lifestyle with the well-known difficulty this generation   
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has had moving up the income ladder. Housing affordability is a huge problem for Millennials, 

and it will not be solved by moving into expensive urban apartments. 

The timing question is about the formation of families. The Great Recession led to a drop in 

birth rates due to economic uncertainty. This has resulted in a larger share of the Millennial 

cohort than would be expected still without children. But there is no evidence that this 

generation is any less inclined to form families. And when they do, they will want to move to 

single family homes just like the generations before them. They may not seek out the distant 

suburbs like their parents, and they may opt for smaller lots, semi-detached homes and other 

non-traditional forms, but all evidence suggests that the Millennials have the same preference 

for as previous generations for raising their children in ground-related housing. 

The planning opportunity with the Millennials is not to assume they will move into large multi-

family complexes, but to see them as a generation that will revitalize the older neighborhoods 

where their grandparents have lived. The smaller homes, walkability and Mid-Century Modern 

aesthetic of those neighborhoods will be appealing and the timing is right for those areas to be 

turned over to the next generation. This generation will also be receptive to innovative types 

of single family development. 

Housing types 

The preceding discussion of Boomers and Millennials leads to a very important discussion: 

planning for housing types. The State Growth Management Act requires jurisdictions to 

accommodate population increases, but makes only general references to the types of homes 

that those people will occupy. Local governments are free to plan for whatever mix of housing 

types they wish, regardless of the relative demand for various housing types. GMA housing 

goals are vague enough to allow jurisdictions to plan for whatever development types will be 

most expedient. 

But the fact is, no one buys or rents a home to help fulfill a plan. They find a home that meets 

their needs, and if they don’t find that home in one place, they will likely go looking for that 

home in another place, and suffer the commuting consequences. 

The mix of housing types in markets around the state has been very consistent over the past 

25 years. For instance, in the Puget Sound region, single family homes accounted for 63 

percent of the housing stock in 1990 and 64 percent in 2014. Single family fell slightly as a 

share in King County, but grew as a share in all other counties. 

Figure 11 shows the change in the housing stock from 1990 to 2014 in Whatcom County, 

Bellingham and the portions of the county outside Bellingham. The first thing to note is that 

the single family share is almost unchanged over the 25 years during which growth 

management has been in effect. This includes three distinct economic and housing cycles and 

a new generation of households. As happened in the Central Puget Sound region, there has 

been a shift within the market. The single family share dropped significantly in Bellingham, but 

increased elsewhere. In Bellingham, for every ten single family homes built in this period, 16 

multi-family units were added. In the balance of the county during this period, for every ten 

single family homes built, just two multi-family units were added. Multi-family grew as a share   
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throughout the county, but, as can  

be seen in Figure 11, at the expense 

of mobile homes, which stagnated. 

The persistence of the preference 

for single family housing is 

consistent across the state. While 

growth management is, to a large 

degree, predicated on a shift in the 

market toward multi-family housing, 

there are no policy tools to effect 

such a shift. In some more affluent 

areas the multi-family industry has 

moved toward stacked flats in urban 

settings and away from garden style 

walk ups in less visible areas. This 

has led to a perception that multi-

family lifestyles are on the increase, 

but that is not an accurate perception. Rising prices for single family homes has just led 

households to commute farther from affordable areas and has not led them to consider multi-

family living as a more affordable alternative. 

Plans going forward need to be realistic about this persistence of preference and plan for 

sufficient numbers of single family homes. As the discussion above on the preferences of 

Boomers and Millennials makes clear, this pattern will be with us for a long time. 

Urban Centers/Urban Villages 
Bellingham’s proposed comprehensive plan update places a heavy reliance on an urban village 

strategy. Figure 11 shows that within the broader Whatcom County market, multi-family 

housing comprises about 25 percent of the housing stock. Yet, Bellingham’s plans anticipate 

that 50 percent of future housing demand will be for multi-family, and most of that will be in 

and around urban villages. It is, therefore, important to understand challenges and limitations 

of an urban village strategy and to ask whether Bellingham’s housing needs can be met with 

such a strategy. 

From the earliest days of Growth Management in Washington, cities have gravitated to the 

idea of creating new or greatly revitalized urban centers that would combine housing, jobs and 

retail. This was viewed as a win-win, in that growth could be accommodated in a smaller 

number of areas that would use less undeveloped land and have less impact on infrastructure 

and existing neighborhoods. And importantly, they would allow for far less automobile use. 

Nearly every jurisdiction of any size in the GMA counties drew up plans for urban centers and 

urban villages. 20 years and three development cycles later, we can see the results. Some 

urban centers, such as Seattle’s South Lake Union, the downtowns of Bellevue, Kirkland and 

Redmond and the Landings in Renton, have been quite successful, with two or all three  
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components taking root. Others, such as Kent, Mill Creek, Lakewood and Northgate, have seen 

some success.  

Most of the urban center plans drawn up in the 1990s have, however, failed to get much 

traction. Some, such as those in Burien, Tukwila and Federal Way, got fairly far along before 

collapsing, but most never got out of the concept stage. There have been a number of 

challenges to urban center development, but three in particular stand out. 

Economics. The urban village, as generally envisioned, is an expensive form of development. 

Reduced auto dependence does not eliminate the need for cars, and underground parking is 

quite costly. In addition to structured parking, stacked flat buildings and multi-story 

commercial projects require corridors, entry areas, fire exits and elevators that are not 

required on lower density projects. These costs lead to higher rents. But the features 

themselves do not necessarily add enough value to the potential renter to justify paying extra 

for them. 

The retail components of mixed use complexes are especially problematic. It is difficult to 

design a building that works well for multiple uses, and in mixed use residential/retail, the 

residential components get priority (it is far larger). Retail spaces at the base of residential 

buildings are often awkward, have poor visibility and are difficult to rent. These spaces can 

become money losers for the building owners, burdening the residential component. 

In most areas, proposed new urban villages would be surrounded by older developments with 

lower rents for residential, retail and commercial uses, leading developers and their financial 

partners to question whether the new higher end developments can compete. The successful 

urban centers named above are in areas that are already expensive, so the new product fits 

the market. Urban centers in lower cost areas typically are built around retail and surface 

parking and do not have a large residential component. 

To determine if a market area is ready for urban village style development, the best place to 

start is with prevailing apartment rents. Newer, stacked flat buildings with underground 

parking typically rent for around $1.75 to $2.00 per square foot per month and up. According 

to the Apartment Market Survey from the Runstad Center for Real Estate at the University of 

Washington, rents for newer buildings in Whatcom County have been in the neighborhood of 

$1.20 per square foot per month. It would be very difficult, and perhaps impossible, to finance 

construction of apartments requiring $1.75 rents in a $1.20 environment. 

The successful urban center developments in middle and lower cost areas have tended to 

emphasize retail, government services and overall sense of place. The Mill Creek and Kent 

Station centers have been quite successful at this. Lakewood worked with a struggling 

shopping mall, added a City Hall and turned the complex into a Town Center. While these 

centers emphasize walking while on the site, they still require parking for those who have 

traveled some distance to them. 

Land assembly and cooperation. For a masterplanned area to work it needs to take place on 

unified property or have the full cooperation of all land owners. The successful Kent, Renton 

and Mill Creek centers engaged in land assembly, but had to deal with just a few owners.   
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Where ownership is fragmented, there will always be property owners content to keep doing 

what they have been doing and not turn their land over to the urban center. The U.S. Supreme 

Court, in the Kelo case, allows for use of eminent domain for economic development 

purposes, but that is a crude tool. 

Demographics. The successful residential urban centers of Seattle and East King County have 

appealed primarily to young, highly paid workers in technology businesses. These people often 

work long hours and appreciate the conveniences of walking to work and having abundant 

services in their neighborhood. They can afford the high rents. But as discussed above, 

Whatcom County does not have a significant presence of this demographic group.  

Another group that might be targeted for urban villages is retirees. But there is little evidence 

that affluent retirees in Whatcom County are seeking the urban village lifestyle. Jefferson 

County, which has a large population of affluent retirees, has no development of this sort at 

all. It is hard to imagine retirees moving to Whatcom County in search of an urban lifestyle. 

Growth Management presented local governments with a dilemma—accommodating higher 

densities in already developed areas—and the urban village strategy seemed like the silver 

bullet. But after 20 years of trying, it has seen only limited success. The fully integrated urban 

village is simply too expensive a form of development with too specialized a market to succeed 

in any but the most affluent areas. Bellingham, like nearly all the cities in GMA counties, is 

simply not economically positioned to support this strategy at the present time. 

Conclusion and recommendations 
The preceding discussion of demographic and market trends in Whatcom County and 

Bellingham suggests some policy directions to consider: 

Prepare for in-migration and growth. Whatcom County has all the ingredients for growth—

expanding employment, attractive quality of life, university—and should expect to attract a 

large number of people, as it historically has. The past five years have been an aberration, and 

strong in-migration should resume. 

Assume balanced demographics. Whatcom County’s demographics mirror those of the state, 

skewing slightly younger due to Western Washington University. Unlike its neighboring 

counties, retirees do not play a disproportionate role.  

Assume employment growth, but not at the high end. Whatcom County has a strong base of 

middle income jobs, but will not likely have a substantial base of high wage technical jobs of 

the sort that support expensive urban housing. 

Assume a consistent demand for single family housing. The existing split of single family and 

multi-family—around 70/30 not counting mobile homes—will persist for a long time. This ratio 

is common across the state and over time and there is no reason to believe it will change. 

Support innovation in single family. While demand for single family homes will persist, there 

is room for innovation in that sector with respect to lot sizes, setbacks, parking requirements,   
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open space, etc. Millennials will be receptive to new styles that preserve the important 

features of single family. 

Examine the size and timing of fees. Revisit impact fee levels to ensure they fairly represent 

actual impacts. Explore the concept of adding impact fees, hookup fees and offsite mitigation 

fees at the time of final inspection so they do not get multiplied during the development 

process. 

Use strategic mitigation programs. Instead of imposing offsite mitigation individually for each 

development application, create investment strategies for sub-areas that use local 

improvement districts, latecomer fees and other tools to ensure fairness. 

Don’t get excited about Boomers and Millennials. They are not doing anything different than 

anyone else, and their housing needs are just like everyone else’s. Do not assume they have 

any higher tendency to live in multi-family housing. 

Ease into an urban village strategy. Keep clear eyes about the economics of mixed use urban 

centers. Do not expect the market to leap into this development style until the 

fundamentals—rents, demographics—are right. 
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