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I spent 4  of July weekend at the Aspen Institute’s annual Ideas Festival.  The Festival featuresth

hundreds of people prominent in a wide variety of fields, each sharing their thoughts about critical issues of
the day.

One of the more impressive speakers I heard was Nouriel Roubini, an economics professor at NYU. 
Discussing macro-economic trends, he made two points which summarized the consensus of most of the
financial types I heard.

First, the world’s economy is undergoing a massive de-leveraging; i.e. a concerted effort to reduce
debt on the balance sheets of countries and companies alike.  For governments, there are only two ways to
de-leverage: spend less and/or take in more, whether through economic growth or raising taxes.

Unfortunately, the consensus is that we won’t see meaningful global economic growth for several
years, limiting most governments’ choices to cutting spending, raising taxes, or both.  This certainly is
America’s reality, for there isn’t the political will to stimulate growth through job-creation measures such as
massive investment in infrastructure.  As a result, the only real question is the one currently playing out in
Washington, namely what balance we’ll strike between budget cuts and tax increases.

Regardless of how that question is answered, until a consensus arises that the world has sufficiently
“de-levered,” global economic growth will be exceptionally slow, especially in first-world countries such as the
United States.

Second, in the U.S., the housing and construction industries are bellwethers of how de-leveraging is
progressing.  Unfortunately, when it comes to housing and construction, we’re trapped in a pretty nasty cycle. 
Due to over-development, the nation has a glut of homes, office space, and undeveloped lots.  In turn, this
excess supply is driving down prices, a process that will continue until that over-supply disappears.  Until it
does, new construction will be anemic.  And because it will take many years to clean up the over-supply
mess, it will take even longer before the construction industry rebounds. 

Add all this together, and in Prof. Roubini’s view, America is looking facing at least another 4-5 years
of very slow growth.  Sobering news that.

Coincidentally, waiting for me upon my return were two new sets of economic data: taxable sales and
employment.  The former closed out the state’s fiscal year, giving me seven complete years’ worth of
consistent taxable sales data; the latter closed out
calendar 2010, giving me ten years’ worth of consistent
employment data.  Today, I’ll look at what the data tell
us about the local construction industry.

Graph 1 shows 12 month running totals for each
of Teton County’s six major categories of taxable sales:
Retail, Lodging, Restaurants, Construction, Auto Sales,
and All Other.  Three points jump off the graph:

1. Retail, Restaurants, and All Other are
clearly rebounding from lows reached in
the first half of 2010.  In fact, the local
restaurant industry is currently
generating record-setting revenues.

2. While the lodging industry has stopped
hemorrhaging, it still hasn’t found the
combination of pricing and demand

Graph 1
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sufficient to stop its on-going decline.  As a result, the
local lodging industry’s revenues today are down
around 1/6 from their peak in the fall of 2008, equaling
about what they were in the spring of 2006.

3. The construction industry would love to
have the lodging industry’s problems.  Sales of building
materials are at a six year low, fully 50 percent lower
than their peak in late 2008.  More ominously, even
though they’re no longer in free-fall, sales of
construction materials are continuing to decline at over
one percent per month.

In that light, it’s not surprising that both
construction employment and wages are also off
sharply from their peaks.  (Graph 2)

As of the end of 2010, both covered
construction jobs and wages in Teton County were
down over 35 percent from their 2008 highs, reaching
lows not seen since the feds changed their data-
gathering methodology in 2001.

It gets worse.  Not only is construction a lagging
economic indicator, but construction employment lags
even further.  In that context, it’s disconcerting to note
that the number of local construction firms is at a 10
year low.  Even more disconcerting is that Graph 2's
data track only those people covered by unemployment
insurance, and not the self-employed contractors and
subs who set themselves up as one-man shows when
times were good.  Throw those folks in, and it’s likely
that, at the end of 2010, Teton County’s overall
construction employment and wages were about half
what they were two years earlier.  Ouch.

As bad as that is, things are far worse over the
hill.  At the end of 2010, covered construction
employment in Teton County, Idaho was down 56
percent from its 2008 peak, and construction-based
wages were down 59 percent.  At their peak, both
accounted for roughly one-quarter of the Teton Valley’s
total employment and wages; today they’re half that. 
And don’t forget that these figures don’t include all the
self-employed contractors in the Teton Valley who’ve
folded up shop in the last couple of years.  Major ouch. 
(Graph 3)

The national economic boom of the 1990s and
2000s was led by construction and consumer spending. 
Looking out over next several years, neither seems
likely to grow much.  Instead, the most probable
scenario is several years of anemic consumer growth, combined with a continued withering of construction. 
In other words, for the next 4-5 years, plan on Jackson Hole’s “new norm” being basically what we’ve seen
over the last year.  (Graph 4)
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