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Jackson Hole News&Guide– January 11, 2012

Teton County has two economies.  One you hear about all the time.  The other is its much bigger
brother.

The one you hear about all the time is the taxable economy; i.e. the economy which generates
government revenues.  In Teton County, this primarily consists of the retail, hospitality, and construction
industries.  

You hear about this “positive space” economy for two reasons.  First, it’s the one most frequently
measured and reported on.  This is because, as the source of over half of local government’s revenues, it’s
the only one local government really cares about.

The other reason you hear about it is because the Chamber of Commerce is the most effective
advocacy group in Teton County, and a disproportionate share of Chamber members are in taxable
industries.  As a result, taxable sales are a relatively good indicator of the health of the Chamber’s members,
and that information works its way into the community’s consciousness.

The “negative space” economy – the much bigger economy, but the one you don’t hear about –
consists of all the economic activity that isn’t taxed.  Some of this is measured; e.g. real estate sales and
personal income.  Some of this isn’t measured; e.g. non-
taxable products and services.  But even at best, none of
these economic activities is measured as accurately,
frequently, or in as timely a fashion as taxable sales.  As a
result, the “negative space” economy is hard to get a handle
on.

We do, of course, measure a couple of “negative
space” elements, in particular real estate sales and personal
income.  And as Graph 1 shows, these two alone dwarf the
taxable economy.  In particular, in 2001, the amount of total
personal income earned by Teton County residents roughly
equaled the county’s total taxable sales and real estate
sales combined.  By the end of the decade, residents’
personal income alone equaled twice the total of taxable
sales and real estate sales combined.

As a result, for the last several years, Teton County’s
taxable economy has accounted for no more than 25
percent of its overall economy.  Add in unmeasured activity
such as non-taxable services, and it’s likely that taxable
sales account for less than 20 percent of the county’s
overall economy.  (Graph 2)

In fact, since the early 2000s, Teton County
residents’ earnings from investment income alone have
been greater than the value of all our taxable sales.  Yet
because personal income doesn’t directly generate any
revenue for local government, and because not many local
investors belong to the Chamber, investments and similar
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forms of economic activity just don’t permeate the local
consciousness the way taxable sales do.  (Graph 3)

Why does this matter?  Because as the recession
enters into its third year, the local economy faces two
separate but related concerns.  Both are exemplified by the
local construction industry.

One concern is job loss.  Over the last three years,
Teton County has lost over 40 percent its construction jobs
– nearly 1,000 jobs, accounting for over $60 million in
wages.  Replacing them is going to be difficult.

The other concern is that construction doesn’t just
create jobs; it directly generates taxable sales.  In particular,
since the local construction industry peaked in January
2009, construction-related taxable sales have fallen 53
percent, from $149 million to $70 million. (Graph 4)  
Further, the kinds of jobs most likely to replace construction
in the local economy – professional services such as
computer programming, investments, and the like – don’t
directly generate a farthing in taxable sales.

What makes this challenge particularly vexing is that
it’s likely to accelerate a problem that’s been steadily
growing over the last 40 years; a problem which – like so
many other things – only became apparent as a result of
2008's economic meltdown.

Wyoming set up its current system for funding
government in the 1960s.  Oversimplified,  the system is
based on taxing Wyoming’s primary economic activities of
the mid-20th century: digging stuff out of the ground, and
going to the mercantile.  And since Wyoming’s overall
economy hasn’t changed much in the last 50 years, this
system continues to work pretty well today for both the state
and most counties.

But not Teton County.  Using sources of personal
income as a proxy for the overall economy, the data
suggest that, over the last 40 years, Teton County has gone
from having roughly 40 percent of all local economic activity
subject to sales tax to having no more than 20 percent. 
(Graph 5)

Local government funding balances on this ever-shrinking wedge, and the trick for officialdom is to
establish equipoise.  On the one hand, an increasingly-sophisticated populace is demanding the town and
county provide an ever-higher level of services; on the other hand, funding for those services comes from an
increasingly-smaller share of the overall economy.   This stark reality has been camouflaged for decades by a
steadily-growing local economy, but with the onset of the recession, the structural problem in local
government funding has become much more visible and much more pressing.

Graph 3

Graph 4

Graph 5



Copyright © 2012 – Jonathan Schechter – All rights reserved.

This document is intended solely for private educational use by individuals.  All other uses and forms of reproduction are strictly prohibited
without prior express written permission from Jonathan Schechter   (js@charture.org or (307) 733-8687)

What to do?  The answer isn’t clear, but the question is clearly worth asking.  This is the type of issue
we will explore at the upcoming “22 in 21: Jackson Hole’s Economy in the 21  Century” forum on Thursday,st

January 19.  For more information, and to reserve your seat, go to charture.org/22-in-21.php.  Seats are
nearly gone, though – if you can’t make it, I’ll be reporting on the forum in future columns.


