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During the 12 months that ended August 4, 2007, a total of 990 properties – homes, condominiums, vacant
lots, and commercial buildings – were sold in Teton County, Idaho. 

During the past 12 months, 321 properties have sold, a decline of 68 percent in one year.  (Graph 1)

Put simply, the Teton Valley real estate market is in free-fall.  It’s anyone’s guess when it will bottom out,
or how low that bottom will be.

The source of these data is the weekly Art Hazen Realty ad.  From an analytical perspective, these data
present two problems.  First, they include only multiple listing service properties, an incomplete and sometimes
inaccurate data set.  Second, the data are aggregated, so can’t be analyzed by specific market segments.  However,
neither of these caveats change the larger picture: When an overall market drops more than two-thirds in a year,
even the brightest of spots is very, very dark.

That last sentence is sufficiently dire to make a wonderful soundbite.  However, if one chooses to be
optimistic, there are at least two bright spots in Teton Valley’s plummeting real estate market.  One is that, despite
cratering sales, median and mean sales prices continue to rise.  From a supply and demand perspective, this makes
little sense, leading me to think sales prices are being mis-reported and/or the averages are influenced by a sharp
drop in lower-end sales.  Still, optimists will note that, according to the data, prices continue to rise.  (Graph 2)

The other “good news” perspective is that of a prospective buyer.  If you are looking to buy in the Teton
Valley and have a long-term investment horizon, there are likely deals galore.  However, because the market will
almost certainly continue to slow, there’s also every incentive for prospective buyers to wait.  As a result, it’s likely
that sales will continue to drop, and prices will eventually follow.

Why?  Because along with plummeting demand, supply is at record levels.  At the start of summer 2007,
there were 766 properties for sale, versus 931 sales in the previous year.  Divide inventory into sales, and you get a
0.8 year’s supply.  Today, 1,479 properties are for sale (a near-doubling), versus 321 sales (a fall of two-thirds). 
Do the math, and there is currently a 4.6 year supply, nearly six times greater than a year ago.   (Graph 3)

Bottom line: The real estate picture in the Teton Valley is bleak, and becoming bleaker by the week.

More ominous still are the broader implications for the Teton Valley.

Over the last several years, Teton County, Idaho has hitched its economic wagon to real estate and
development, approving new subdivisions and developments at a furious pace.  This “bring it on” approach has had
a number of consequences, among them a booming real estate and construction economy and lots of money flowing
into local government coffers.  However, booms inevitably bust, and barring something extraordinary, the next few
years will see all sorts of busts occurring on the sunny side of the Tetons.

The most obvious will be in construction and, on a larger scale, development.  Between nosediving sales
and the national mortgage finance mess, real estate loans will be much more difficult to come by: Banks don’t loan
into tanking markets.  As a result, as current construction projects finish, there will be few new jobs to replace
them, leaving scads of unemployed and under-employed tradesmen: contractors, carpenters, plumbers, landscapers,
and the like.  Soon their woes will ripple out into the broader community, affecting businesses at a remove from real
estate, construction, and development.  Teton County, Wyoming will be affected some too: As Teton Valley’s
supply of labor outstrips demand, increasing numbers of workers will once again start crossing Teton Pass,
flooding the Jackson Hole market with all sorts of lower-priced labor, especially in the construction trades.



The most vexing problems, however, will occur for Teton Valley’s local governments.  These – especially
the county government – are in for a very difficult stretch.

The root of this problem lies in two basic facts.  First, from a governmental perspective, growth rarely pays
for itself.  In particular, even though governments often see immediate growth-related revenue bumps from building
fees and a larger property tax base, in the longer term those revenues are eclipsed by the costs of the additional
infrastructure, staff, and other services needed to service a larger population.

Second, in a paroxysm of anti-government zeal, in the early 1990s Idaho passed legislation limiting the
growth of a county’s property tax revenue to three percent a year, roughly the rate of inflation.  As a result, places
experiencing rapid growth – Teton County being the poster child – find themselves with insufficient on-going
revenues to pay for previous years’ growth.  To cover these long-term costs, governments must dip into their one-
time development-related revenues, a recipe for fiscal disaster.  Now that those one-time revenues are going to start
drying up, Teton County, Idaho governments will be left without sufficient revenue to pay for previous years’
growth.  As a result, local governments will likely have to start taking cost-savings measures such as slashing
government budgets, laying off staff, not improving or maintaining infrastructure, and the like, leading to a lower
level of government services than residents have become accustomed to.

This inevitable mess has been a long time coming, and will take a long time to fix.  Not to sugarcoat things,
Teton Valley is in for a tough time, with the economy getting much worse before it begins to get better.  Making
things harder still is that there are no easy or obvious answers: the causes of the boom were many; so too are the
causes of the bust. 

In times of trouble, our instincts lead us to simultaneously blame government and look to it for help.  This
means that Teton Valley elected officials will have a particularly hard time of it during the next several years, a
reality made harder still by the tremendous constraints Idaho puts on local government.  Anyone brave enough to
serve in government will deserve the community’s praise; instead, they will likely receive its opprobrium.

Equally clear is that, for the community to successfully address its challenges, it will need to take a much
different approach to its future.  Why?  Because they can’t grow their way out of their growth-induced problems. 
In particular, over the last several years, Teton County’s “bring it on” approach to development has resulted not
only in a five year supply of properties for sale, but a decades-long supply of platted-but-unbuilt-upon residential
lots.  Plus hundreds of more lots are pending approval, pouring gasoline on an already-raging fire.

This presents the Teton Valley with a very difficult dilemma.  On the one hand, as long as the dead weight
of thousands of unsold and unbuilt-upon properties remains, the community’s economy will be severely
handicapped.  On the other hand, if that overhang of properties is ever built upon, Teton County, Idaho’s
population will increase at least five-fold, if not significantly more.  When and if that happens, there will be an even
bigger public services funding shortfall.  More importantly, life in the Teton Valley will be very, very different than
it is today.
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