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Today’s column scratches an intellectual itch I’ve had for a while.

Along with my bi-weekly columns, I also write the accompanying “Market Watch” piece.  Every other
“Market Watch” tracks changes in Teton County’s taxable sales, the most frequently- and accurately-measured
indicator of local economic activity.

As I’ve written before, taxable sales is an imperfect economic indicator, for at best they account for one-
quarter of local economic activity.  However, because sales taxes are the largest source of local government’s
income, they are worth paying attention to, especially when taken with the requisite grain of salt.

The foundation of the itch I’d like to scratch is the fact that, between 1990-2007, taxable sales in Teton
County have grown at a compounded average rate of 6.9 percent a year.  (Graph 1) This overall growth pattern can
be broken down into four separate periods:

• 1990-1997, a period of strong growth (an annual compounded average of 7.5 percent);
• 1997-2001, a period of rapid growth (an annual compounded average of 10.1 percent);
• 2001-2003, a period of stagnation (an annual compounded average of 0.6 percent); and
• 2003-2007, a period of moderate growth (an annual compounded average of 5.9 percent).

Four things to note about these numbers.

First, they are in current dollars, so don’t account for inflation.  If inflation is taken into account, taxable
sales actually declined between 2001-2003, and have grown slowly since.

Second, these data are presented in the state of Wyoming’s fiscal years, which run from July 1 - June 30. 
This means that local taxable sales were already in the doldrums well before the attacks of September 11, 2001.

Third, in 2005, Wyoming changed the way it categorized businesses, switching from the old Standard
Industrial Classification (SIC) system to the new North American Industrial Classification System (NAICS). 
Unfortunately, the two systems don’t align well, so it’s difficult to make apples-to-apples comparisons before and
after 2005 (as the taxable economy was once again picking up steam).

Fourth, in July 2006, the state removed the sales tax from groceries.  This throws another wrench into the
apples-to-apples comparison game because, for the last two years, apples and other foodstuffs have no longer been
subject to sales taxes.

The grocery exemption also emphasizes that it’s important to understand what is – and what isn’t – subject
to sales tax.  Decades ago, when Wyoming set up its current system for funding government, it exempted income,
leaving the state’s other core economic activities: agriculture, mining, and going to the mercantile.  As a result,
sales taxes are levied on the things you could find at the mercantile, as well as hotel rooms.  Other items – notably
real estate, services, and as of July 1, 2006, groceries – are not subject to sales tax.  (Editorial aside – it’s a pity
that real estate and services aren’t subject to tax, because they constitute a larger proportion of Teton County’s
economic activity that does taxable sales, meaning one smallish segment of the economy is forced to carry a
disproportionately large share of financing our government.)

These things noted, back to my itch.  Looking at taxable sales data once/month, the question that has been
bugging me is “What caused things to slow down in the early 2000s, and what’s caused them to shoot back up
recently?”  This is the question I’ll attempt to answer today.



For Teton County, I could find itemized taxable sales information extending back to 1997.  To do the
analysis, I took a two-pronged approach.  First, I broke taxable sales into its major headings.  Under the old SIC
system, these were Construction, Government (basically car registrations) Retail, Services (basically lodging), and
Utilities.  Under the new NAICS system, it was the same five categories plus Lodging and Restaurants, a new
grouping which stole Lodging from the SIC Services category and Restaurants from the SIC Retail category. 
These are shown in Graphs 2 and 3.

After getting general trends from the major categories, I then looked at some key sub-categories spanning
all 10 years.  These are shown in Graph 4.

What do the data tell us? The rapid growth period of 1997-2001 was fueled by a sharp rise in Retail sales,
and lesser but significant gains in almost every other major category of taxable sales.   Of particular note were large
increases in Building Materials and Furnishings, the two sub-categories of Retail showing largest gain.  The
increase in Services was driven by Lodging.

Starting in 2001, our taxable sales went into a slide, a function of declines in Construction-related sales
(including building materials and furnishings) and stagnant Lodging sales.   During this same period, Groceries and
Government (i.e. car registrations) continued to do well, an indication of our increasing population.

Our recent taxable sales rebound has been driven by a huge upsurge in Lodging sales, along with a
rebounding Construction economy.  Car registrations and, until 2007, Groceries have also continued to thrive
during the last few years.

Big picture, what do these data tell us?  Three things jump out.

The most important thing is that the largest categories of taxable sales – and by extension, of local
government revenues – are related to tourism, construction, and population growth.

Specifically, in FY 2007, direct tourism expenditures (lodging, restaurants, and rental cars) accounted for
37 percent of all taxable sales, while and construction and building materials accounted for 11 percent.  The
previous year, when groceries were still taxed, the combination of grocery store sales and car registrations
accounted for 12 percent of all taxable sales; last year, the total dropped to 10 percent.

As a result, should tourism or, to a lesser extent, construction slow down, local government will take a big
hit economically.  Similarly, population growth – and its attendant increase in grocery sales and car registration –
has also been putting money in local government coffers.  Whether it’s been enough to keep up with the costs of
growth isn’t clear; what is clear is that the loss of grocery taxes will really hurt the Jackson and Teton County
governments, especially since the legislature’s “hold harmless” formula did not hold local government harmless at
all.

A related point is that this decade’s boom in high-end hotels is paying big sales tax dividends for the town
and county; first in construction-related taxes, and then in taxes generated from room rentals.  Most striking is the
fact that while tourism has stagnated, taxable sales from lodging have just exploded.  Specifically, between 2002-
2007, Grand Teton visits went down by 2 percent, yet during that same stretch, lodging went from accounting for
15 percent to 26 percent of all taxable sales.  As a result, as long as hoteliers want to continue proposing high-end
hotels, economically there is every reason for local government to continue to approve them.

Finally, right now we are in a period of tremendous focus upon, and concern about, future construction and
population growth.  One aspect of this debate not being discussed much is how government will fund itself if we
dramatically slow down our growth, whether in construction or population.  The simple fact is that, at least in the
short run, encouraging growth is in local government’s best financial interests.  The stagnation of 2001-2003



showed this: during that stretch, only purchases made by our increasing population kept us from a local recession. 
Similarly, while the recent boom in high-end hotels may strike some as contrary to Jackson Hole’s character, the
taxes they’ve generated have been a huge boost for town and county coffers.

The point here is not to argue for or against continued growth.  Instead, I think it incumbent upon those
who want to limit the growth of population, construction, or high-end amenities to take into account the fiscal
consequences for local government.  For all its flaws, the current governmental financing system allows us to enjoy
a fairly high level of services.  Should we alter its foundations, we’ll have to deal with those consequences as well.
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