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DATE: May 26, 2026 

TO: Jen Davis Hayes, CEcD, Economic Development Manager, City of Kirkland 

FROM: Morgan Shook 

SUBJECT: Statement of Work: Kirkland Economic Competitiveness Study 

Project Understanding 

The City of Kirkland is interested in understanding how its cost of doing business compares 
with nearby peer cities and how those costs may influence business location, retention, and 
expansion decisions. The City’s prior competitiveness work evaluated the cost of doing 
business with and in Kirkland, and the current study is intended to update that work in a 
way that is targeted, practical, and useful for upcoming budget and policy discussions. The 
City’s draft scope identifies annual rent, local taxes and fees, state and regional taxes and 
fees, commercial vacancy rates, and representative business types as core elements of the 
analysis.   

The study should be organized around two related but distinct questions. 

The first question is: How does Kirkland’s tax and fee policy affect business location decisions 
relative to peer cities? This is the portion of the analysis most directly tied to City policy. It 
includes taxes, fees, licenses, utility taxes, permitting or development-related charges, and 
other locally imposed costs that may affect the relative cost of operating, expanding, or 
locating a business in Kirkland. 

The second question is: How expensive is Kirkland as a business location after accounting for 
broader market and geographic conditions? This includes costs and conditions that are 
important to businesses but are not primarily controlled by the City, such as commercial 
rent, labor costs, vacancy, space availability, access to customers, and access to workers. 
These conditions matter because businesses make location decisions based on total 
operating economics, not taxes and fees alone. 

By separating policy-driven costs from market-driven costs, the study will help the City 
understand where it has direct policy leverage, where competitiveness is shaped by broader 
market forces, and how local tax and fee policy fits within the larger business location 
decision. 

Scope of Work 

Task 1. Project Initiation and Competitiveness Framework 

ECONorthwest will begin by working with City staff to confirm the study objectives, peer 
cities, business prototypes, data sources, and intended use of the analysis. This task will 
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establish the organizing framework for the study, including the distinction between local 
policy costs and broader market/location costs. 

The framework will be used to ensure the analysis does not simply rank cities as more or 
less expensive, but instead explains why Kirkland may be more or less costly and which cost 
differences are within the City’s ability to influence. 

Key activities: 

• Conduct kickoff meeting with City staff. 

• Review prior Kirkland competitiveness materials and the City’s current draft scope. 

• Confirm peer cities, currently anticipated to include Bellevue, Bothell, Redmond, and 
Issaquah.  

• Confirm representative business types, currently anticipated to include restaurant, 
retail, and office uses at small, medium, and large scales.  

• Develop a study framework that separates: 

o City-controlled or City-influenced tax and fee costs. 

o State, county, regional, and special district costs. 

o Market-driven and geographic costs. 

• Identify data sources, assumptions, and known limitations. 

Deliverable: 

Brief project framework and data plan memo. 

 

Task 2. Business Prototype Development 

ECONorthwest will develop representative business prototypes to serve as the basis for 
comparing costs across cities. These prototypes will be illustrative examples, not estimates 
for any individual business. The purpose is to translate tax rates, fee schedules, rents, and 
other cost drivers into practical examples of how different types of businesses experience 
costs in Kirkland and peer communities. 

This approach uses business prototypes as proxies for real businesses to compare impacts 
across cities and tax scenarios. That analysis used prototype characteristics such as 
business income, payroll, employees, taxable assessed value, and space utilization to 
estimate how different business types were affected by local tax and fee structures.  

For Kirkland, the prototypes will focus on the business types identified in the City’s draft 
scope: restaurant, retail, and office. Where feasible, each will be represented at small, 
medium, and large scales. 
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Key activities: 

• Define representative restaurant, retail, and office prototypes. 

• Develop small, medium, and large versions of each prototype where data allow. 

• Estimate relevant prototype characteristics, which may include: 

o Square footage. 

o Annual gross receipts or business income. 

o Payroll. 

o Number of employees. 

o Estimated rent. 

o Taxable assessed value or property value assumptions. 

o Utility expenditure assumptions. 

o Pretax profit or margin assumptions where needed for specific tax 
calculations. 

• Document assumptions and review them with City staff before modeling. 

 

Task 3. Local Tax and Fee Policy Analysis 

This task will evaluate the question most directly tied to City policy: how Kirkland’s taxes 
and fees affect business location costs relative to peer cities. 

ECONorthwest will identify the local taxes and fees applicable to each prototype in Kirkland 
and peer cities and estimate the annual cost burden for each business type. The analysis 
will focus on costs that are directly imposed or materially influenced by local government 
policy, while also identifying where costs are imposed by state, county, regional, or special 
district entities. 

The analysis will connect each cost to the appropriate tax or fee base. For example, property 
taxes will be tied to space and assessed value, utility taxes to estimated utility expenditures, 
business taxes to gross receipts or other applicable tax bases, and license fees to the 
relevant fee structure. This follows methodology which calculated tax and fee impacts by 
applying each jurisdiction’s rate structure to standardized business prototype assumptions. 

Key activities: 

• Compile applicable local tax and fee structures in Kirkland and peer cities. 

• Identify which costs are City-controlled, City-influenced, or externally imposed. 
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• Estimate annual tax and fee costs for each business prototype. 

• Evaluate local cost categories such as: 

o Business licenses and registration fees. 

o Utility taxes. 

o Local property tax exposure. 

o Local sales tax exposure where relevant. 

o Business and occupation taxes, if applicable. 

o Permitting or development-related fees where relevant to location or expansion 
decisions (this assessment will examine the cost of permits for a comparable 
tenant improvement across peer cities).  

o Special assessments or district charges where applicable. 

• Compare Kirkland’s policy-driven cost position to peer cities. 

• Identify which taxes or fees are material enough to plausibly influence location, 
retention, or expansion decisions. 

 

Task 4. Market and Geographic Cost Analysis 

This task will evaluate the second major competitiveness question: how expensive Kirkland is 
as a business location when broader market and geographic conditions are considered. 

These factors are important to business location decisions but are not primarily controlled 
by the City. They include commercial rents, vacancy rates, labor costs, space availability, 
market access, and proximity to customers and workers. The purpose is to place tax and fee 
costs in context. A city may have relatively high rents because it is a desirable market; or 
relatively low local taxes may not offset high rent, labor, or space constraints. 

Key activities: 

• Compare commercial rents for relevant business types across Kirkland and peer 
cities. 

• Compare commercial rents vacancy rates and availability of suitable space. 

• Review labor cost indicators relevant to restaurant, retail, and office businesses. 

• Evaluate workforce access and commute considerations where data are available. 

• Assess the feasibility of summarizing retail or commercial development pipeline 
activity by city, as identified in the City’s draft scope. 

• Identify which cost differences appear to be market-driven rather than policy-driven. 
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• Interpret whether higher costs may reflect market strength, scarcity of space, 
regional growth dynamics, or policy choices. 

 

 

Task 5. Integrated Business Location Cost Scenarios 

ECONorthwest will combine the local tax and fee analysis with broader market cost 
information into a set of integrated business prototype scenarios. These scenarios will show 
how different types of businesses experience Kirkland’s cost environment relative to peer 
cities. 

The scenarios will be designed to answer questions such as: 

• Are Kirkland’s local taxes and fees higher or lower than peer cities for specific 
business types? 

• How large are local tax and fee differences relative to rent and labor costs? 

• Which business types are most sensitive to local tax and fee policy? 

• Which business types are more affected by market conditions than by City policy? 

• Are there cost categories where City policy changes could materially improve 
competitiveness? 

• Are some high costs better understood as indicators of market strength rather than 
policy burden? 

The output should make clear that business location decisions are not based on a single 
factor. A business may tolerate higher taxes or rents if Kirkland offers stronger customer 
access, better workforce access, higher revenues, or strategic location advantages. 

 

Task 6. Business Outreach Support 

City staff are expected to lead business outreach, potentially including one to two business 
focus groups. ECONorthwest will support this outreach by helping design questions, 
identifying the types of input most useful to the analysis, and incorporating business 
perspectives into the findings. The City’s draft scope anticipates staff-led outreach to help 
manage costs and coordinate input with the consultant. 

The outreach should help test whether the quantitative results align with business 
experience in Kirkland. It should also help distinguish between costs that businesses view as 
meaningful barriers and costs that are secondary to broader issues such as rent, labor 
availability, customer access, or permitting complexity. 



 

      Statement of Work: Kirkland Economic Competitiveness Study 
 
6 

Key activities: 

• Prepare a focus group discussion guide. 

• Identify questions for restaurant, retail, and office businesses. 

• Participate in up to two City-led focus groups or listening sessions (ECO will attend 
these sessions with city of Kirkland staff leading). 

• Summarize business feedback. 

• Identify where business feedback confirms, complicates, or adds nuance to the 
quantitative analysis. 

 

Task 7. Findings, Policy Implications, and Final Report 

ECONorthwest will synthesize the tax and fee analysis, market cost comparison, prototype 
scenarios, and business outreach into a concise final report. The report will be written for 
Council, staff, and public audiences, with clear graphics, summary tables, and plain-
language findings. The final report will not simply identify whether Kirkland is “more 
expensive” or “less expensive” than peer cities. Instead, it will explain: 

• Which cost differences are driven by local policy. 

• Which cost differences are driven by broader market conditions. 

• How local taxes and fees compare with rent, labor, and other business costs. 

• Which business types are most affected by Kirkland’s policy choices. 

• Whether policy-driven cost differences are large enough to plausibly affect business 
location decisions. 

• Where the City may have practical opportunities to improve competitiveness. 

• Where competitiveness challenges are more likely tied to market conditions, land 
supply, or regional economic dynamics. 

Deliverables: 

• Draft findings summary. 

• Draft final report. 

• Final report. 

• Council presentation slide deck. 

• Present to Council presentation support. 
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Anticipated Schedule 

The City’s current materials indicate a desired schedule of consultant selection and 
contracting by the end of May, analysis and outreach from June through September, and 
presentation of findings in September to inform 2027–2028 budget deliberations.   

• Project initiation and framework: June 

• Business prototype development: June 

• Local tax and fee analysis: June–July 

• Market and geographic cost analysis: June–August 

• Business outreach support: July 

• Integrated cost scenarios: Late July 

• Draft findings and staff review: August 

• Final report and Council presentation: Early September 

Budget  

ECONorthwest proposes to complete the Economic Competitiveness Study for a not-to-
exceed fee of $35,065, allocated by task as shown below. 

TASK COST 
Task 1. Project Initiation $2,580 
Task 2. Business Prototype Development $3,660 
Task 3. Local Tax and Fee Policy Analysis $3,950 
Task 4. Market and Geographic Cost Analysis $5,400 
Task 5. Integrated Business Location Cost Scenarios $4,825 
Task 6. Business Outreach Support $5,000 
Task 7. Findings, Policy Implications, and Final Report $9,650 
Total $35,065 

 

The proposed fee assumes that City staff will provide available local tax, fee, and policy 
information; assist with identifying appropriate business outreach participants; and lead 
scheduling and logistics for business focus groups. The budget also assumes that the 
analysis will rely primarily on readily available public, proprietary, and City-provided data 
sources. Additional analysis, expanded outreach, additional business prototypes, or more 
detailed modeling can be scoped separately if requested. 
















