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PREFACE
What is 414 acres in size, has the largest day spa in the Pacific Northwest, and had the nation’s first
Cinnabon franchise?
Welcome to Downtown Federal Way. It is big, broad, and expansive. It has large boulevards, some that
are six traffic lanes wide providing tens of thousands of vehicle trips per day. It has long city blocks,
ranging from 200 linear feet to 1,300 feet in length. It is clean and attractive and free from overbearing
neon lights and signs. There are over 11,000 free parking spaces and nearly 90 percent are found on
surface lots. These lots support the 3 million plus square feet of single-story or low-profile building space
for commercial/office/retail and institutional uses.
However, Downtown Federal Way has existed as a contradiction in terms - the nominal center of a
centerless suburb. Finding its cultural and symbolic place in the city, let alone in the region, has always
been difficult. Because it is large, broad, and low profile, it makes it hard to find its center. There are no
historical structures in downtown for which to draw attention nor is there a singular hub of activity.
Federal Way’s growth was a result of suburbanization in the Seattle area during the 1970’s. What is
considered the downtown area today was once nothing more than a suburb, a mall, and community
retail space. However, the City of Federal Way’s young age (incorporated in 1990) is an asset. A short
history of suburbanization can give way to dynamic success, specifically through future place-making
developments and the attraction of entrepreneurial efforts.
While viewed by urban planners as a non-stereotypical downtown, the City of Federal Way in
collaboration with downtown property and business owners have worked diligently over the years to
transform the city center into a traditional downtown. The Mayor and City Council have increased their
focus on downtown and have implemented capital improvements to enhance the area. The completion
of the Performing Arts and Events Center and the 4-acre Town Square Park speak to the significant
progress made in the downtown area. Other major initiatives are in place to continue this effort, such as
the 2019/2020 opening of “The Hub,” a partnership for a satellite campus for higher education that
includes the University of Washington and Highline College. It is joined by the nearly completed public
infrastructure project, the Town Center Steps. These strides are playing a pivotal role in the creation of
Federal Way’s ‘heart’.
This work, coupled with the future development of light rail in Federal Way (scheduled in 2024)
specifically into downtown with a corresponding downtown light rail station and adjacent Transit
oriented development will provide another springboard of investment.
So what does this mean? Is this a new chapter in the life of downtown? Are there opportunities for both
business and development?
To understand all of the implications, an analysis has been undertaken to illustrate the marketplace,
infrastructure and potential opportunities. This analysis moves to influence outside perception, increase
visibility, and exhibit the identity-reinforcing economic activity that will best serve downtown Federal
Way’s long-term and strategic goals.
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In 2019, the City of Federal Way, Economic Development began a market analysis as it pertains to the
potential for business growth in the land use zones; City Center Core and City Center Frame otherwise
known as downtown to address current and future issues of redevelopment.
The analysis is comprised of three reports:




Market Overview: Downtown Federal Way
Downtown Federal Way: Conditions and Considerations
Potential Opportunities: Downtown Federal Way

This report, Potential Opportunities: Downtown Federal Way highlights information on the size of the
Trade Market Area, along with an examination of a Gap Analysis illustrating the retail leakage. In
addition, it provides an overview on the business opportunities by sub-sector categories of retail. It also
provides an overview of the potential sites for development in downtown and finishes with a summary
of the results including retail trends.
The report, Market Overview: Downtown Federal Way, provides a summary of the economic
characteristics of downtown including an examination of the market sectors and subsectors from
Accommodations to Services. This examination includes information on the background, market, and
trends. This report also highlights important business and economic information, specifically illustrating
downtown’s current tenant mix and potential for its future. Additionally, this report incorporates the
use of maps and geo coding of the location of stores, offices, and establishments in each sector or
subsector in order to provide valued insight.
The report, Conditions and Considerations: Downtown Federal Way provides information on the
physical characteristics of the downtown area along with land use, zoning, infrastructure, access,
transportation, and public safety. It illustrates through charts, maps, and tables the information needed
by developers and business investors about downtown. Specifically, the report provides information on
infrastructure capacities, age, and the organizations responsible for their operations and maintenance.
Combined, the analysis provides a wide array of information for business and property owners,
developers, and investors. It also provides insight for a broad audience of local residents and those
simply curious about Downtown Federal Way, its growth, and future potential.
Lastly, the information presented in these three reports provides awareness of the downtown
marketplace with the hope of improving a better understanding of downtown’s present and future
economic value to the city and region.
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INTRODUCTION
Federal Way, Washington is a community of nearly 100,000 in population. It is situated along Interstate
5 and is 25 minutes from the downtowns of Seattle and Tacoma. It is also located along the Puget
Sound inlet. It is also located 20 minutes from the region’s international airport, SeaTac International.
Additionally, it is equidistance from the Ports of Seattle and Tacoma. Together, these ports comprise the
4th largest international maritime and aviation gateway on the Pacific Coast.
FEDERAL WAY STATISTICS:
Population:
Number of Households:
Persons per Household:
Household Income:
Per Capita Income:

96,350, (2017)
34,755
2.71
$62,086
$30,288
Source: US Census Bureau, American Community Survey 2013-2017

Since 1970, Federal Way had been known as the host city to the headquarters of the Fortune 500 firm,
Weyerhaeuser Corporation. The company was the city’s largest employer and taxpayer. However,
restructuring of the corporation in 2014 resulted in its downsizing and subsequent relocation. The sale
of the property is now leading to its reuse and redevelopment of the corporate campus and surrounding
properties.
Yet, Federal Way’s economy is diverse. Several major companies are located here. They include DaVita,
Pacific Financial, Texas Instruments, Dow Jones, St. Francis Medical Center, Peter Kiewit, Tote Marine,
Humana and Northwest Kidney Centers. Federal Way is also internationally oriented, with a variety of
globally focused companies such as World Vision, Tommy Bahama, Valmet, Cogent and Diagnostechs.
It is also home to the largest theme park in the state, Wild Waves. Attendance at the park brings over
500,000 visitors annually to the area. In addition, Federal Way is home to the King County Aquatic
Center, one of the top five aquatic centers in the nation. It has hosted the US Olympic Diving Trials, the
NCAA Swimming and Diving Championship and is home of the PAC-12 Men’s and Women’s Swimming
and Diving Championships. Tourism, for either business or leisure, accounts for over one million guests
annually.
As it pertains to Federal Way, total retail sales were over $869 million in 2018. Growth in retail sales has
averaged $31 million or more than 4 percent per year over the last seven years. General Merchandise is
the largest retail subsector with $279 million in taxable sales in 2018. Furniture and Home Furnishing is
the smallest retail subsector with $25 million in taxable sales in 2018.
Defining Downtown
Downtown is 414 acres in size. It is located just west of Interstate 5 and continues west beyond Pacific
Highway South. It is situated between S. 324th Street to the south and S. 312th Street to the north.
Downtown has an estimated 3 million square feet of building space, of which 2.5 million square feet is
retail-oriented. There are over 350 businesses, retailers, and services located in downtown. Retail
buildings are typically one to two stories and residential buildings are typically two to five stories. Offices
vary slightly in height, but as with the rest of the buildings in downtown, the majority is single story
3
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or low profile with only one office being seven stories.
Downtown has the highest concentration of retailers in Federal Way. There are more than 90 retailers
and 69 are national chains. Additionally, there are more than 100 restaurants; 60 percent are locally and
regionally owned serving unique cuisines.
Unlike most cities, Federal Way does not currently have a pedestrian-oriented main street. It has the
Commons Mall that is seen by residents as the heart of the downtown. It is surrounded by smaller retail
centers with large surface parking lots.
Most of these retailers and restaurants are located in just over a handful of retail centers that comprise
downtown. These include Celebration Center at 200,000 sq. ft.; Pavilion’s I at 200,000 sq. ft.; Pavilion’s
II at 130,000 sq. ft.; SeaTac Village at 165,000 sq. ft.; Hillside Plaza at 114,000 sq. ft.; City Center Plaza at
83,000 sq. ft.; Gateway Plaza 112,000 sq. ft. and the Commons Mall at 750,000 sq. ft.
Downtown streets are typically broad in size. The main east/west thoroughfare, 320th St., is six lanes
with multiple center turn lanes. The main north/south thoroughfare, Pacific Highway South, is also six
lanes with multiple center turn lanes. Many blocks are very large. There was no construction standard
prior to city incorporation hence the reason why some blocks are 200 feet while others are as long as
1,300 feet.
There is no on-street parking in downtown. However, there are over 11,000 free parking spaces.
The Federal Way Transit Station is downtown. The city is served by three mass transit agencies: Sound
Transit, King Metro, and Pierce County Transit. In addition, the construction of light rail from Seattle
and SeaTac International into Federal Way along with the development of a light rail station in
downtown adjacent to the existing Transit Station is expected to be in service by 2024.
A second project, the Tacoma Dome Link Extension is being planned for completion by 2030. This will
include a station in south Federal Way with light rail continuing on to Tacoma.

Entrepreneurship, Alive and Well
While Downtown Federal Way has dozens of national retailers, there are also dozens of locally owned
businesses. For example, downtown’s food scene is anything but typical. Like most cities, residents,
visitors and employees can find familiarity and convenience with the dozens of national restaurant
chains. However, when it comes to authentic dining experiences, the spotlight shines brightly on local
entrepreneurs. Nearly 60 percent of the restaurants in downtown are locally owned and operated.
Diving into Federal Way’s plethora of local cuisine is as much an international experience as it is a local
one. Local entrepreneurs provide cuisines from over 13 countries, stretching from Japan to El Salvador.
So, whether you are looking for a quick bite from a burger chain, Korean Bar-b-Que or ramen that rivals
Tokyo’s, there is a food experience to be had for all. Downtown is a sea of deliciously endless options, it
is clear that only thing you can’t find in Downtown Federal Way’s restaurant scene is homogeneity.
Downtown Federal Way through lower cost of rent and accommodating property owners’ help
foster an environment where entrepreneurs and local business owners can thrive.
5

For example, in 1976, Marlene Beadle opened a small storefront named “Federal Way Health Foods” on
Pacific Highway. The store was one of the first health food stores in the Pacific Northwest and
experienced near immediate success. Now known as Marlene’s Market & Deli, the store operates a
22,000 square foot storefront in downtown’s Gateway Plaza and has a 15,000 square foot location in
Tacoma.
Not much later, in 1980, Vince’s Italian Restaurant and Pizzeria opened in Downtown Federal Way. One
of three locations in the Pacific Northwest, Vince’s Italian Restaurant and Pizzeria offers old world Italian
cuisine straight from the owners’ hometown of Naples. Vince’s will celebrate 40 years of business in
2020.
Five years later, a national chain was born in Federal Way. In 1985, Rich Komen in partnership with
baker Jerilyn Brusseau opened the first Cinnabon at what was formerly known as the SeaTac Mall is,
now The Commons Mall. The vitality of Downtown Federal Way’s local businesses speaks to the culture
of entrepreneurship found in Federal Way.
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TRADE MARKET AREA

In the effort to provide a clear picture of the downtown retail marketplace and identify potential
business opportunities that can contribute to the successful development of downtown, the City hired a
consultant. The report entitled, “Downtown Federal Way, Retail Market Analysis” provided information
on the Trade Market Area and Retail Gap Analysis. It is from this report that much of the following
information is acquired.

Marketplace – Historic Context
The City’s Economic Development Department has documented changes in the City’s taxable retail sales
base by sector from 2007 to 2018. (See, A Growing Sector: Retailing report, June 2019). Using 2007 as
the pre-recession base year ($786M in retail sales), the retail sector declined sharply to $651M in sales
(2011) before steadily regaining its strong position in 2018 at $869M.
From beginning to end of that period (2007 – 2018), most retail categories held steady or increased
modestly. Sales from four store categories increased dramatically during that time: Home Furnishings
(120%), Drugstores (71%), Arts/Entertainment (137%) and Restaurants/Bars (55%). Alcohol and
drugstore sales have been linked to economic declines and may be one explanation for the increased
retail sales in these categories. Overall as families worked multiple jobs to make ends meet, eating out
(especially fast food) increasingly became a part of American life over the last decade. Compared to the
store openings and closings nationally (see below) during a similar timeframe, Federal Way has
maintained a strong and healthy retail foundation with a well-balanced store mix largely serving the
middle-market—a good place to be during any economic decline. Noticeably absent from the
Downtown Federal Way landscape are an abundance of Dollar-type stores (topping the store opening
chart). They have proliferated in many communities communicating ‘cheap’ both in quality and
consumers.
Also of note is that across the U.S., per capita retail spending declined over the last 15 years in virtually
every retail category except grocery stores (+1.5%) and general merchandise (+0.38%). This fact reflects
increased online shopping, cheaper offshore production, value-conscious American shoppers and
stagnant wages among other contributors. E-commerce grew from 5.1% in 2007 to 14.3% in 2018. To
Federal Way’s credit and market strength in the south Puget Sound, store-based retail sales grew overall
by 10.5%.

Composition
Supporting downtown retail is a trade market area with a large population. According to ESRI, a GIS
software and geodatabase management company, the trade market area within a 5-mile radius of
downtown Federal Way has a population of nearly 230,000. The area includes Federal Way, Northeast
Tacoma, Fife, Milton, Southwest Kent, Auburn Hills and parts of Des Moines. In addition, according to
the US Census Bureau’s “On the Map,” the area includes more than 25,000 commuters who work in
Federal Way plus an estimated 1 million visitors/tourists that visit Federal Way annually. According to
the consultant’s report, the Greater Retail Market Area has a population of 242,795 in 2019 and is
projected to add over 15,000 residents and 5,000 households by 2024.
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The methodology used to ascertain the Trade Market Area, is based upon interviews with the following:







Existing Businesses
Shopping Center Managers
Natural and Man-Made Boundaries
Drive Times
Location within Region
Large General Merchandisers (Retailers)

From the review, the following was identified as it pertains to the geography of the Trade Market Area.
The Trade Market Area is comprised of local residents, area employees and visitors.
Below find the composition and geography of Federal Way’s Greater Trade Market Area

FEDERAL WAY GREATER TRADE MARKET AREA, 2019
Population:
243,000
# of Households:
89,543
Persons per Household:
2.68
Median Household Income:
$74,301
Median Age:
37.6

Residents
As identified above, there are nearly 250,000 residents in the Greater Trade Market Area. This is based
upon research that examined input from retailers that understand their customers as it pertains to drive
times, natural or man – made boundaries and existing tenant mix. Within the area, there are nearly
90,000 households. The Median Household Income is $74,301 which is higher than the state average.
Visitors
In addition to residents, visitors comprise a significant economic impact. The City estimates that over
one million tourists, either day trippers or overnight for leisure or business visit Federal Way annually.
Future expansion of hotel market, new visitor attractions and destinations along with new retail/
entertainment venues will also increase potential visitor spending in the City of Federal Way.
FEDERAL WAY TOURIST ATTRACTIONS
Venue

Tourists

Wild Waves
King Co. Aquatic Center
Performing Arts Center
Pacific Bonsai Museum
Dumas Bay Centre/Knutsen Family Theater
Rhododendron Species Botanical Garden

500,000-700,000
400,000-500,000
300,000
30,000
14,400
13,000
8

9

Based on historical trends, visitor spending in King County is projected to reach $5,190.8 million in 2024.
Using hotel rooms as a proxy for Federal Way’s proportion of total visitor expenditures, the City makes
up over 2% of total King County visitor spending.
Using current rates of visitor spending by commodity and a trend line projection of overall growth in the
market, the analysis projected increases in visitor spending by category. Accommodations make up the
largest category at 30 percent. Restaurants at 29 percent; local transportation and gas comprise 14
percent. Retail sales, including apparel and specialty goods, make up 11%. Groceries and other
convenience goods make up 4%.
Employees
According to US Census Bureau, Federal Way’s employment base has steadily grown between one and
two percent annually, driven in part by retail, service and government jobs.
The job base is expected to continue to expand in all sectors with added growth in traded sector jobs
anticipated as the Woodbridge Corporate Park (former Weyerhaeuser Campus) redevelops with high
wage employers like DaVita.
Adding to this base, the construction workforce will continue to see growth with the construction of
light rail. As of 2019, Sound Transit counted 1,700 employees on construction projects to expand Link
light rail lines throughout the region. The economic impact of even a few hundred construction workers
will have a significant positive effect on Federal Way retail. Annual construction spending could reach
over $300 million in the region. Every $1M in construction spending is estimated to generate 12 jobs.
Revenue from local sales tax on construction accrues to local jurisdictions based on the location of the
activity which is another gain for Federal Way
Downtown Employment
There are more than 6,000 employees full time and part-time in downtown according to the latest
numbers from the 2015 Census Bureau’s program “On the Map.” Retail accounts for 35.6 percent of
jobs. It is followed by the Accommodation and Food at 27.7 percent and the Health Care and Social
Assistance 18.2 percent.
Future Impacts
In addition, within the next five years, two additional customer markets will contribute to the economic
impact of downtown. They include the University of Washington and Highline College satellite campus
known as the “Hub,” and the light rail riders, estimated at 35,000 to 40,000 per day.

10
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BUSINESS OPPORTUNITIES
One of the key elements of this report is the examination of the supply and demand of retail space.
The following information was presented through an analysis performed by a consultant hired by the
City to perform a Gap Analysis.
A Gap Analysis is a market demand analysis that estimates the level of potential retail space that can be
supported in Federal Way now (Existing) and (Future) over the next five years.
Existing Retail Demand Analysis
Existing demand is found by comparing retail supply with retail demand. When demand outweighs
supply, a leakage occurs, indicating the consumers are spending outside of the market area for retail
goods or services. While consumers will always do a certain amount of shopping away from home, there
are several business categories that indicate a need to expand retail trade.
Existing Retail Supply and Demand Balance by NAICS
According to the analysis completed by the consultant, the Greater Retail Trade Market Area has total
existing annual leakage rate of $225,245,240. The North American Industry Classification System Code,
(NAICS) for the retail subsector with the largest leakage factor was identified as Apparel & Accessories at
$91,522,392. The sector with the smallest leakage factor is Home Furnishings at $16,614,628. There are
two sectors that currently have no unmet demand: Building Materials & Gardening Equipment and
General Merchandise.
When sales leakage is converted to dollars per square foot using industry standards, existing
supportable square footage is estimated to be 968,000. See the Table, Existing Retail Supply and
Demand on the next page. The following identifies the top categories of leakage are:
Unmet Demand by Category - Leakage by Dollar
1.
2.
3.
4.

Clothing & Accessories
Electronics & Appliances
Health & Personal Care
Miscellaneous Retailers

$91,522,392
$61,483,970
$60,652,836
$34,111,162

No Demand by Category



Building Materials & Gardening Equipment
General Merchandise

Based on the leakage analysis, the retail categories with the greatest potential for business
expansion/development are clothing & clothing accessories, electronics and appliances, health and
personal care and miscellaneous/specialty retailing.
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EXISTING RETAIL SUPPLY AND DEMAND ANALYSIS
By North American Industrial Classification System Codes (NAIC)
Store Type

Demand/
Spending
Potential

Supply/Retail
Sales

Shoppers Goods
Home Furnishings (442)
$106,265,064
$89,650,436
Electronics & Appliances $113,352,909
$51,868,939
(443)
Bldg Materials &
$191,863,754 $198,236,837
Gardening (444)
Clothing & Accessories
$180,140,351
$88,617,959
(448)
Sporting Goods, Hobby,
$112,179,605 $101,705,397
Book & Music (451)
General Merchandise
$593,173,042 $686,829,986
Stores (452)
Miscellaneous Specialty
$132,647,902
$98,536,740
Retailers (453) (florist,
office supplies, gift
stores, etc.)
Restaurants (722)
$339,465,994 $311,485,256
Convenience Goods
Food & Beverage Sales
$519,726,662 $497,291,329
(445)
Health & Personal Care
$213,167,571 $152,514,735
(446)
Total Leakage
Estimated Supportable
Square Foot
Source: ESRI; Urban Land Institute; Marketek, Inc.

Leakage (or
Surplus)

Target Sales
($/SF)1

Potential
Space

$16,614,628
$61,483,970

$340
$340

48,867
180,835

($6,373,083)

$350

$91,522,392

$370

247,358

$10,474,208

$216

48,492

($93,656,944)

$300

$34,111,162

$216

157,922

$27,980,738

$460

60,828

$22,435,333

$390

57,526

$60,652,836

$365

166,172

$225,245,240
968,000

Future Growth
Growth is projected to continue over 2019-2024. The consultant forecast identifies demand is over 1
million square feet of new supportable space during 2019-2024. The retail demand analysis performed
by the consultant indicates that the potential estimated supportable square footage from 2019-2024 is
1,993,084. This is 1,025,084 million more square feet from the existing supportable space that was
identified.

13

Future Retail Supply Analysis
As illustrated in the Table, Projected New (Future) Potential Retail Supply and Demand 2019-2024, the
three key target markets supportiing new (future) retail development include residents of the city and
the Greater Trade Market Area; employees working nearby and visitors to the area.
Future Retail Supply and Demand Balance by NAICS
Beyond existing demand is future demand or potential spending based on projected growth in
households, visitors and employment and their spending patterns in the Greater Trade Market Area
through 2024.
As shown in the Table, Projected New Potential Retail Supply and Demand 2019-2024, (next page) future
potential retail growth continues similar to the North American Industry Classification System Codes as
to those in the existing or current supply and demand balance.
While the retail subsector of Clothing and Clothing Accessories continues to see strong growth,
Miscellaneous Retail is also forecasted to experience significant growth from 2019-2024. It is followed
by Health and Personal Care stores and Electronic and Appliance stores. Additionally, growth in
restaurant demand will create solid opportunities for new or expanding business. See Table, Projected
New (Future) Potential Supply, 2019-2024.
Unmet Retail Demand 2019-2024 By Category
1.
2.
3.
4.

Clothing & Clothing Accessories
Miscellaneous Retailers
Health & Personal Care
Electronics & Appliances

Most of this support for the projected growth comes from residents in the Trade Market Area.
According to the consultant’s report increased growth is forecasted by an increase in population in the
Greater Trade Market Area and corresponding increase in household income as illustrated below.

GREATER TRADE MARKET AREA: Estimate 2024
Population:
258,000
Number of Households:
94,578
Persons per Household:
2.70
Median Household Income:
$86,919
Median Age:
38.3
For example, while there is no current or existing demand for potential retail space for Building Material
and Gardening. Projected new potential space 2019-2024 illustrates a demand for 42,722 square feet.
Similarly, while there is no existing demand for General Merchandise, future market growth will
generate demand for 177,424 for square feet over the next five years..
However, residents and their incomes are not the only reason for future growth in Federal Way,
specifically in downtown. Over a third or 68,780 square feet of the 202,826 square feet of the projected
future or new potential space for restaurants 2019-2024 is forecasted to be supported by visitors, See
Table, Retail Expenditure Potential, Visitors, 2019-2024.
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As it pertains to visitor spending, one of the projected growth sectors is Entertainment/Recreation.
The consultant’s report illustrates that from 2019-2024, that nearly 100,000 square feet is supportable
due to the influx of visitors to Federal Way. Lastly, the consultant’s report illustrates that employees
play an important role in support of potential space. Current and future forecasts illustrate that
employee spending contributes over 10 percent of estimated demand for potential space over the next
five years or 110,000 square feet across nine retail categories.

PROJECTED NEW (FUTURE) POTENTIAL RETAIL SUPPLY & DEMAND, 2019-2024

Store Type

Shoppers Goods
Furniture & Home Furnishings
Stores (442)
Electronics & Appliance Stores
(443)
Bldg Materials, Garden Equip.
& Supply Stores (444)
Clothing & Clothing
Accessories Stores (448)
Sporting Goods, Hobby, Book
& Music Stores (451)
General Merchandise Stores
(452)
Miscellaneous Store Retailers
(453)
Florist, Office Supplies, Gift
Stores, etc.)
Restaurants
Services & Drinking Places
(722)
Convenience Goods
Food & Beverage Stores (445)
Health & Personal Care Stores
(446)
Entertainment

Existing
Resident
Demand

Future
Resident
Demand

Future
Visitor
Demand

Sq Ft

Sq Ft

Sq Ft

48,867

24,358

180,835

25,983

Future
Total New
Employee Supportable
Demand
Space
Sq Ft
73,225
6,574

42,722

213,392
42,722

247,358

37,944

8,824

7,837

301,963

48,492

40,475

11,032

8,409

108,408

154,096

5,515

17,813

177,424

157,922

47,861

9,927

21,685

237,395

60,828

57,514

68,780

15,704

202,826

57,526
166,172

103,858
45,516

8,190
3,000

13,854
9,166

183,428
223,854

93,514
208,782

8,974
110,017
1,993,084

228,446
1,993,084

N/A
125,958
Total
968,000
706,285
Estimated Supportable Square
Footage
Source: ESRI; Urban Land Institute; Marketek, Inc.
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RETAIL EXPENDITURE POTENTIAL (RESIDENTS), 2019-2024
Store Type

Per
Household
Expenditure 1

Target
Sales
($/SF)2

2019 Retail
Potential Sales
(in Mill $)3

2024 Retail
Potential Sales
(in Mill $)3

Shoppers Goods
Furniture & Home
$1,211
$340
$106,265,064
$114,546,811
Furnishings Stores (442)
Electronics & Appliance
$1,292
$340
$113,352,909
$122,187,046
Stores (443)
Bldg Materials, Garden
$2,187
$350
$191,863,754
$206,816,619
Equip. & Supply Stores
(444)
Clothing & Clothing
$2,053
$370
$180,140,351
$194,179,555
Accessories Stores (448)
Sporting Goods, Hobby, $1,279
$216
$112,179,605
$120,922,301
Book & Music Stores
(451)
General Merchandise
$6,761
$300
$593,173,042
$639,401,869
Stores (452)
Miscellaneous Stores
$1,512
$216
$132,647,902
$142,985,791
Retailers (453) (Florist,
Office Supplies, Gift
Stores, etc.)
Restaurants
Food Services & Drinking $3,869
$460
$339,465,994
$365,922,211
Places (722)
Convenience Goods
Food & Beverage Stores $5,923
$390
$519,726,662
$560,231,459
(445)
Health & Personal Care
$2,430
$465
$213,167,571
$229,780,745
Stores (446)
Entertainment5
$3,502
$140
$313,607,738
$331,241,891
TOTAL
$2,815,590,592
$3,028,216,297
5-YEAR NET GAIN
$212,625,705
2018 Households (est’d)
2019 Households
2024 Households
1. ESRI, Marketek
2. ICSC, Urban Land Institute’s “Dollars and Cents of Shopping Centers,” Marketek
3. Based on HH spending by total market area HHs
4. 5-year net gain for overall demand potential in square feet (SF)
5. ESRI Retain Demand Outlook 20919, Marketek

2019-2024
Growth
(SF)4
24,358
25,983
42,722

37,944
40,475

154,096
47,861

57,514

103,858
45,516
125,958
706,285
87,740
89,543
94,578
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RETAIL EXPENDITURE POTENTIAL (VISITORS), 2019-2024
Retail Category
Shoppers Goods
Restaurants
Grocery
Entertainment, Rec
Sub-total
Total Visitor
Spending (M)
Five Year Net Gain

Percent of
Visitor
Spending1
11%
29%
4%
12%

2019 –est’d
Spending
(in millions)
$32.3
$85.1
$11.7
$35.2
$164.4

2024
Spending
(in millions)
$44.3
$116.8
$16.1
$48.3
$225.5

$293.5

$402.6

5 yr net inc
Spending
(in millions)
$12.0
$31.6
$4.4
$13.1
$48.0

Target
Sales
($/SF)
$340.0
$460.0
$390.0
$140.0

Space (SF)
35,297
68.780
11,190
93,514
208,782

208,782

RETAIL EXPENDITURE POTENTIAL (EMPLOYEES), 2019-2024
Store Type
Shoppers Goods
Home Furnishings (442)
Electronics & Appliances (443)
Bldg Materials & Gardening (444)
Apparel & Accessories (448)
Sporting Goods, Hobby, Book & Music (451)
General Merchandise Stores (452)
Miscellaneous Specialty Retailers (453)
Entertainment & Recreation
Restaurants (722)
Convenience Goods
Food & Beverge Stores (445)
Health & Personal Care (446)
Personal Services
Estimated Supportable Square Footage

Average
Annual
Spending1

2019-2024
Potential
Spending2

Target
Sales
($/SF)3

$491

$2,235,032

$637
$399
$1,174
$1,029
$276
$1,587

$2,899,624
$1,816,248
$5,344,048
$4,684,008
$1,256,352
$7,224,024

$340
$340
$350
$370
$216
$300
$216
$140
$460

$1,187
$735
$550

$5,403,224
$3,345,720
$2,503,600

$390
$365
N/A

Potential
Space
Sq Ft

6,574
7,837
8,409
17,813
21,685
8,974
15,704
13,854
9,166
110,017
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Shopping Centers
As previously identified there is over 2.5 million square feet of existing retail space in downtown. The
majority of this space can be found in less than a dozen commercial centers, see map next page. Lease
rates range typically from $18 to $24 a square foot. However, beyond the low single digit vacancy rate
there are also other opportunities that can be developed in the future. See next chapter, Development
Opportunities.
Locations










The Commons Mall:
Celebration Center:
Pavilions I:
SeaTac Village:
Pavilions II:
Hillside Shopping Center:
Gateway Plaza:
City Center Plaza:
H-Plaza

750,000 ft2
200,000 ft2
200,000 ft2
165,000 ft2
130,000 ft2
114,000 ft2
112,000 ft2
83,000 ft2
Unknown

Not shown are Sunset Square, Walmart and the future Light Rail Development Site
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DEVELOPMENT OPPORTUNITIES
Introduction
In addition to potential business opportunities, research has examined redevelopment opportunities.
While not an exhaustive examination, this chapter presents a variety of potential development
opportunities.
For example, in 2019, Wal-Mart identified it was interested in working with communities nationally to
sell surplus properties adjacent to their stores in communities that are working on creating a town
center type of development. The Wal-Mart site is adjacent to Federal Way’s Town Center project.
Additionally, with the advent of light rail coming to Federal Way, Sound Transit is acquiring several
blocks for the initial and primary purpose of building a light rail station in downtown and subsequently
surplusing the remaining properties for development. Below find map of identified sites for potential
development opportunities
Office Space
There is a significant need for designated office space in downtown. There are only 4 office buildings
totaling 122,000 square feet. Currently, it is nearly at 100 percent occupancy. The tenants occupying
the office space provide a variety of services such as legal, medical, finance, nonprofit and mortgage
lenders. Office space within downtown is a key component of the ‘live, work, play’ motto many cities
like Federal Way are striving for and there are several factors surrounding Downtown Federal Way’s
development that speak to this importance.
The light rail expansion to downtown will attract multitudes of people as public transit becomes more
and more convenient and appealing. However, attracting people to Downtown to eat or shop is not
enough to compete in the global/regional economy and boost taxable retail sales. Increasing taxable
retail sales is extremely important for Federal Way. The City is ranked 9th in the state by population but
is ranked 22nd in terms of Total Taxable Retail Sales.
Office space situated around the light rail will meet needs of walkable downtown with accessible public
transportation. Additionally, office space in downtown fills the ‘work’ aspect in the ‘live, work, play’
framework. Increased office space allows professional workers to stimulate the local economy i.e. eating
lunch at one of the many restaurants, heading over to happy hour with coworkers or clientele, and
shopping at the various retail stores.
Part of the overall direction of policy makers and community members when making choices about
growth and development within downtown is to attract a regional market for high quality office and
retail uses which increases employment opportunities. It adds to the City’s tax base, and establishes
Federal Way’s downtown as an economic leader in the South King County region.
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Town Center III
Location: 2141 S 314th St
Property Size: 7.48 acres
Buildings: 98,309 ft2
Zoning: City Center Frame, (CC-F)
The Downtown consists of the CC-C and CC-F
zones. It is approximately 414 acres in size. It is
situated between Interstate 5 to the east,
beyond Highway 99 to the west toward 11th
Place South, and 13th Avenue South. It is
bounded by South 312th Street on the north
and South 324th Street to the south.
Background:
In November of 2014, the Mayor and City Council voted for the acquisition of a 7.48 acre parcel adjacent
to the new Performing Arts and Conference Center in downtown. This is now known as Town Center III.
The purpose of this acquisition was to further redevelop the downtown by seeking private investment
and ownership interest in a mixed-use development site.
Owner: City of Federal Way
Contact for Town Center III Redevelopment
Tim Johnson
Director, Economic Development
City Hall
33325 8th Avenue South
Federal Way 98003
253-835-2412
Infrastructure / Utilities
 Lakehaven Utility District provides water and sewer services
 Puget Sound Energy provides power through electric and gas services.
 CenturyLink provides telecommunications services.
 Comcast Cable also provides Internet and phone services.
Incentives
 Located in a New Market Tax Credits area
 Located in an Opportunity Zone
 Located in a SBA Hub Zone
 Located in a Planned Action SEPA Review Area allowing projects to proceed through land use and
building permitting without conducting independent environmental review (SEPA).
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Federal Way Link Extension Light Rail Station TOD
Location: 2200 S 320th St (between 21st Ave S
and 23rd Ave S)
Property Size: 11.7 acres
Buildings: None
Zoning: City Center Core, (CC-C)
The Downtown consists of the CC-C and CC-F
zones. It is approximately 414 acres in size. It is
situated between Interstate 5 to the east,
beyond Highway 99 to the west toward 11th
Place South, and 13th Avenue South. It is
bounded by South 312th Street on the north
and South 324th Street to the south.
Background
During the November 2016 election, Puget Sound voters approved a ballot measure which would
finance the third phase of Sound Transit’s Federal Way Link extension. Sound Transit, the Seattle area’s
mass transit agency, has identified a development plan for the Link Light Rail station to enter and exit
downtown Federal Way from the north along 317th and off of interstate 5. The development involves a
six square block transit-oriented district located along 320th and 23rd near the existing Federal Way
Transit Center. Timeline for operation is 2024-25.
Owner: Central Puget Sound Regional Transit Authority (Sound Transit)
Contact for Federal Way Link Extension
Mike Bulzomi
Sound Transit
(206) 398-5300
Infrastructure / Utilities
 Lakehaven Utility District provides water and sewer services
 Puget Sound Energy provides power through electric and gas services.
 CenturyLink provides telecommunications services.
 Comcast Cable also provides Internet and phone services.
Incentives
 Located in a New Market Tax Credits area
 Located in an Opportunity Zone
 Located in a SBA Hub Zone
 Located in a Planned Action SEPA Review Area allowing projects to proceed through land use and
building permitting without conducting independent environmental review (SEPA).
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H-Plaza
Location: 31515 Pete von Reichbauer Way S
Property Size: 1.5 acres
Buildings: None
Zoning: City Center Frame, (CC-F)
The Downtown consists of the CC-C and CC-F
zones. It is approximately 414 acres in size. It is
situated between Interstate 5 to the east,
beyond Highway 99 to the west toward 11th
Place South, and 13th Avenue South. It is
bounded by South 312th Street on the north
and South 324th Street to the south.
Background
This parking lot previously served the former
grocery store. There was a concept to build a
multi-story apartment complex on this section
of the parking lot.
Owner / Contact
Broadway 32nd Street Realty Corp.
H-Mart NorthWest HQ
1610 Boundary Boulevard
Auburn, WA 98001
Infrastructure / Utilities
 Lakehaven Utility District provides water and sewer services
 Puget Sound Energy provides power through electric and gas services.
 CenturyLink provides telecommunications services.
 Comcast Cable also provides Internet and phone services.
Incentives
 Located in a New Market Tax Credits area
 Located in an Opportunity Zone
 Located in a SBA Hub Zone
 Located in a Planned Action SEPA Review Area allowing projects to proceed through land use and
building permitting without conducting independent environmental review (SEPA).
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Wal-Mart Adjunct Parking Lot
Location: 31401 20th Ave S
Property Size: 1.31 acres
Buildings: None
Zoning: City Center Frame, (CC-F)
The Downtown consists of the CC-C and CC-F
zones. It is approximately 414 acres in size. It is
situated between Interstate 5 to the east,
beyond Highway 99 to the west toward 11th
Place South, and 13th Avenue South. It is
bounded by South 312th Street on the north
and South 324th Street to the south.
Background
The City of Federal Way rents this parking lot
from Walmart to serve the Performing Arts &
Event Center when needed. Semi-trucks are
permitted to park in this lot which is located
across the street from Walmart.
Owner / Contact
Lyndon Johnson
Wal-Mart Real Estate Business Trust
2001 SE 10th St
Bentonville, AR 72712-6489
(479) 273-4000
www.walmartrealty.com
Infrastructure / Utilities
 Lakehaven Utility District provides water and sewer services
 Puget Sound Energy provides power through electric and gas services.
 CenturyLink provides telecommunications services.
 Comcast Cable also provides Internet and phone services.
Incentives
 Located in a New Market Tax Credits area
 Located in an Opportunity Zone
 Located in a SBA Hub Zone
 Located in a Planned Action SEPA Review Area allowing projects to proceed through land use and
building permitting without conducting independent environmental review (SEPA).
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Pete von Reichbauer Way S

Former Shell Gas Station
Location: 31660 Pacific Hwy S
Property Size: 0.53 acres
Buildings: 2,036 ft2
Zoning: City Center Core, (CC-C)
The Downtown consists of the CC-C and CC-F zones.
It is approximately 414 acres in size. It is situated
between Interstate 5 to the east, beyond Highway
99 to the west toward 11th Place South, and 13th
Avenue South. It is bounded by South 312th Street
on the north and South 324th Street to the south.
Background
This gas station has been closed for about two
years. The property was bought by Washington
Federal in 2018 and was resold to a new owner.
Owner / Contact:
Joe Steele
CBRE
929 108th Ave NE
Suite 700
Bellevue, WA 98004
joe.steele@cbre.com
425-462-6925
Infrastructure / Utilities
 Lakehaven Utility District provides water and sewer services
 Puget Sound Energy provides power through electric and gas services.
 CenturyLink provides telecommunications services.
 Comcast Cable also provides Internet and phone services.
Incentives
 Located in a New Market Tax Credits area
 Located in an Opportunity Zone
 Located in a SBA Hub Zone
 Located in a Planned Action SEPA Review Area allowing projects to proceed through land use and
building permitting without conducting independent environmental review (SEPA).
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AMC Theaters
Location: 2500 S 320th S
Property Size: 1.41 acres
Building: 41,664 ft2
Zoning: City Center Core, (CC-C)
The Downtown consists of the CC-C and CC-F
zones. It is approximately 414 acres in size. It is
situated between Interstate 5 to the east,
beyond Highway 99 to the west toward 11th
Place South, and 13th Avenue South. It is
bounded by South 312th Street on the north
and South 324th Street to the south.
Background
The existing building is a 41,644 concrete block building. It has and is currently being used as a movie
theater complex. The building will either be demolished or if interest, could be repurposed for reuse.
Owner / Contact
Gateway Partnership LLC
Gateway Center
Yeh-Hee Hahn
CBRE
1201 Pacific Avenue
Suite 1502
Tacoma, WA 98402
yeh-hee.hahn@cbre.com
253-596-0055
Infrastructure / Utilities
 Lakehaven Utility District provides water and sewer services
 Puget Sound Energy provides power through electric and gas services.
 CenturyLink provides telecommunications services.
 Comcast Cable also provides Internet and phone services.
Incentives
 Located in a New Market Tax Credits area
 Located in an Opportunity Zone
 Located in a SBA Hub Zone
 Located in a Planned Action SEPA Review Area allowing projects to proceed through land use and
building permitting without conducting independent environmental review (SEPA).
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INCENTIVES
The City of Federal Way has a variety of incentive based programs for business and development in
downtown. The City does not have a Business and Occupancy Tax. It does not have parking fees. It does
not have a head tax. Additionally, the City’s property tax rate is one of the lowest, if not lowest in the
Puget Sound region. Additionally, the City has several other incentives that include the following.
City Center Planned Action SEPA
In an effort to stimulate additional multi-family development downtown, the City adopted a multi-family
tax exemption in February 2003. In addition, the City adopted a Planned Action SEPA in September 2006
for a sub-area of the downtown which is 200 acres in size and is bounded on the north by South 312 th
Street, on the south by South 324th Street, on the west by Pacific Highway South and on the east by 23rd
Avenue South. In April, 2010 the Planned Action area expanded to add approximately ten acres and five
parcels. Its boundaries are South 317th Street to the north, South 320th to the south, 23rd Avenue South
to the west, and the eastern boundary is roughly in alignment with 25th Avenue South. The planned
action designation applies to proposed residential, retail, office, hotel, civic, and structured parking
development falling within the development envelope analyzed in the Environmental Impact Statement
(EIS) for the planned action. The Planned Action SEPA and increased heights for mixed-use buildings
containing multi-unit housing in the downtown are intended to encourage construction of multi-unit
housing in the downtown area.
New Markets Tax Credit Area
The New Markets Tax Credit (NMTC) was designed to increase the flow of capital to businesses and low
income communities by providing a modest tax incentive to private investors. This incentive towards
private investor’s benefits communities such as Federal Way by creating new commercial buildings
and/or renovations of current buildings through increasing private investment that is otherwise unlikely
to enter the cities ecosystem. Communities benefit through these new facilities and the jobs that they
bring. This benefits businesses by enhancing lending terms and conditions that are often more favorable
than current markets such as lower interest rates and flexible provisions.
Downtown has three Census Tracts that are New Market Tax Credit eligible. They include
The following:




53033030006 North of 320th, east of Pacific Highway (99), west of I-5
53033030313 South of 320th, east of Pacific Highway (99), west of 1-5
53033030314 West of Pacific Highway (99) south of 320th

See map, next page
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New Markets Tax Credit Map
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SBA HUB Zone
The Hub Zone is a program of the US Small Business Administration. Its purpose is to assist small
business in urban and rural areas gain preferential access to federal procurement opportunities. These
preferences go to small businesses that obtain HUB zone certification in part by employing staff who live
in a Hub Zone. The Zones are found in the same Census Tracts as those for New Markets Tax Credits.

Opportunity Zone
The Opportunity Zone program provides tax incentives to investors who fund businesses in underserved
communities. Investors are able to defer paying taxes on capital gains that are invested in qualified
Opportunity Zones. A portion of Federal Way’s downtown is a qualified Opportunity Zone. Federal
Way’s Opportunity Zone is located in Census Tract 53033030006. It is bounded by 304th St to the north,
320th St to the south, Pacific Highway S. to the west and I-5 to the east.
See map on the next to the following page.
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Opportunity Zone Map
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SUMMARY
Federal Way, Washington is a community of nearly 100,000 in population. It is situated along Interstate
5 and is 25 minutes from the downtowns of Seattle and Tacoma. It is also located along the Puget
Sound inlet. It is also located 20 minutes from the region’s international airport, SeaTac International.
Downtown is 414 acres in size. It is large, broad, and low profile. Downtown has an estimated 3 million
square feet of building space, of which 2.5 million square feet is retail-oriented. There are over 350
businesses, retailers, and services located in downtown. Retail buildings are typically one to two stories
and residential buildings are typically two to five stories. Offices vary slightly in height, but as with the
rest of the buildings in downtown, the majority is single story or low profile with only one office being
seven stories.
Downtown streets are typically broad in size. There is no on-street parking in downtown. However,
there are over 11,000 free parking spaces.
In the effort to provide a clear picture of the downtown retail marketplace and identify potential
business opportunities that can contribute to the successful development of downtown, the City hired a
consultant - Marketek. The report entitled, “Downtown Federal Way, Retail Market Analysis” provided
information on the Trade Market Area and Retail Gap Analysis. It is from this report that much of the
information presented was acquired.
Using 2007 as the pre-recession base year ($786M in retail sales), the retail sector declined sharply to
$651M in sales (2011) before steadily regaining its strong position in 2018 at $869M. To Federal Way’s
credit and market strength in the south Puget Sound, store-based retail sales grew overall by 10.5%.
There are nearly 250,000 residents in the Greater Trade Market Area. Over 1 million annual visitors, day
trippers or overnight guests visit Federal Way. And there are 25,000 plus employees that come into the
Greater Trade Market Area to work.

FEDERAL WAY GREATER TRADE MARKET AREA, 2019
Population:
243,000
# of Households:
89,543
Persons per Household:
2.68
Median Household Income:
$74,301
Median Age:
37.6

According to the analysis completed by the consultant, the Trade Market Area has total existing leakage
rate of $225,245,240. The North American Industry Classification System Code, (NAICS) for the retail
subsector with the largest leakage factor was identified as Apparel & Accessories at $91,522,392. The
sector with the smallest leakage factor is Home Furnishings at $16,614,628. There are two sectors that
currently have no unmet demand: Building Materials & Gardening Equipment and General Merchandise.
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The existing supportable square footage is estimated to be 968,000. See the Table, Existing Retail Supply
and Demand on the next page. The following identifies the top categories of leakage by category.
Unmet Demand by Category - Leakage by Dollar
1.
2.
3.
4.

Apparel & Accessories
Electronics & Appliances
Health & Personal Care
Miscellaneous Retailers

$91,522,392
$61,483,970
$60,652,836
$34,111,162

Growth is projected to continue over 2019-2024. A forecast identifies an additional demand of over 1
million square feet of new supportable space during 2019-2024. The retail demand analysis performed
by the consultant indicates that the potential estimated supportable square footage from 2019-2024 is
1,993,084. This is 1,025,084 million more square feet from the existing supportable space that was
identified.
Beyond existing demand is future demand or potential spending based on projected growth in
households, visitors and employment and their spending patterns in the Greater Trade Market Area
through 2024.
While the Clothing and Clothing Accessories subsector continues to see strong continued growth,
Miscellaneous Retail is forecasted to see increased growth from 2019-2024. It is followed by Health and
Personal Care stores and Electronic and Appliance stores. Additionally, restaurants also see growth
again as they become a large projected growth category. See Table, Forecast of New (Future) Potential
Supply, 2019-2024.

Unmet Retail Demand 2019-2024 By Category
1.
2.
3.
4.

Apparel & Accessories
Miscellaneous Retailers
Health & Personal Care
Electronics & Appliances

Most of this support for the projected growth comes from residents in the Trade Market Area.
According to the consultant’s report increased growth is forecasted by an increase in population in the
Trade Market Area and corresponding increase in household income as illustrated below.

GREATER TRADE MARKET AREA: Estimate 2024
Population:
258,000
Number of Households:
94,578
Persons per Household:
2.70
Median Household Income:
$86,919
Median Age:
38.3

In addition to potential business opportunities, research has examined redevelopment opportunities.
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While not an exhaustive examination, this chapter presents a variety of potential development
opportunities.
For example, in 2019, Wal-Mart identified it was interested in working with communities nationally to
sell surplus properties adjacent to their stores in communities that are working on creating a town
center type of development. The Wal-Mart site is adjacent to Federal Way’s Town Center project.
Additionally, with the advent of light rail coming to Federal Way, Sound Transit is acquiring several
blocks for the initial and primary purpose of building a light rail station in downtown and subsequently
surplusing the remaining properties for development. Below find map of identified sites for potential
development opportunities
There is a significant need for designated office space in downtown. There are only 4 office buildings
totaling 122,000 square feet. Currently, it is nearly at 100 percent occupancy. The tenants occupying
the office space provide a variety of services such as legal, medical, finance, nonprofit and mortgage
lenders. Office space within downtown is a key component of the ‘live, work, play’ motto many cities
like Federal Way are striving for and there are several factors surrounding Downtown Federal Way’s
development that speak to this importance.
Lastly, there are several business and development incentives provided in downtown Federal Way. They
include a prepared City Center Planned Action SEPA, New Markets Tax Credits, a SBA Hub Zone and a
Federal Opportunity Zone.
The title of this report is Potential Opportunities. There are many potential opportunities for both
established businesses to new young entrepreneurs.
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