
Jonathan Column – 25 Aug 10
(1127 words; 5 graphs; 1 table)

In the spring of 2009, I wrote a column noting the real estate market in Teton County, Idaho
was in free-fall.

A short while later, a friend of mine told me about a presentation she attended.  At it, a team of
real estate professionals argued it was a great time to buy Teton Valley real estate.  My friend shared
this because, during the session, one of the presenters told the audience something to the effect of
“Pay no attention to negative comments by outside-the-valley newspaper writers who don’t know
anything about our local real estate. market.”

I was reminded of that last week when I received the most recent Idaho property assessment
data.  According to those figures, had attendees heeded the presenters’ advice and bought the
average Teton County, Idaho home, they would have seen its value drop 5 percent between last year
and today.  If they’d purchased the average undeveloped lot, they would have seen its value drop 39
percent.  (Table 1)

This, of course, makes wonderful column fodder.

For starters, it shines a bright light on the
huge mess economic mess that is the Teton
Valley.

In 2000, there were around 5,500 platted
lots in the Teton Valley, or roughly 0.9 for every
permanent resident.  Today, there are 112
percent more lots, and 56 percent more people. 
Do the math, and the number of lots in Teton ID
has grown exactly twice as fast the population. 
Do a bit more math, and there are roughly 1.25
lots for every permanent resident, most of which
are undeveloped.  And, to inject a too-rare dose
of bit of alliteration into economics, there are lots
more lots in the development pipeline. (Graph 1)

This wouldn’t be so bad if real estate
were still booming, but of course it’s not.  As a
result, since the market peaked in the summer
of 2007, it’s been the worst of all worlds for
Teton Valley real estate: The number of sales
and their dollar value have each fallen around
80 percent, while supply has increased by a
quarter. (Graph 2)

This, of course, is classic boom-bust, a
cycle that could have been mitigated – not
avoided, but mitigated – had the county shown
some restraint in approving subdivisions over
the last decade.  But it didn’t, and now it’s
reaping the consequences of an approach to
land use perhaps best summarized as
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“individual property rights über alles.”

One of those consequences is that Teton ID’s property tax base has been devastated.  In
particular, between 2009 and 2010, the overall
value of all Teton County, Idaho property fell by
one-sixth, or $350 million.  Even more striking is
that the value of undeveloped residential lots fell
by one-third: a total of $362 million, or more than
the county’s total decline.  (Graph 3; Table 1)

In any boom-bust cycle, the various
consequences take a while to manifest
themselves.  A clear example is found in Teton
Valley’s construction industry.  Because sales
occur faster than building can, the Teton
Valley’s construction economy didn’t peak until
the fall of 2008, over a year after its real estate. 
Peak it did, though, and in the subsequent six
quarters (through the end of the first quarter of
2010), the number of construction jobs in the
Teton Valley fell 60 percent, while construction-
related payroll fell two-thirds.  That means that,
between the fourth quarter of 2008 and the first
quarter of 2010, Teton Valley’s construction-
related employment and payroll both declined at
a compounded rate of 5 percent per month. 
Extend those rates through today, and it’s likely
that, in the last two years, the Teton Valley’s
construction-related employment and payroll
have each shrunk by about three-quarters.
(Graph 4)

Making matters worse is the fact that the
Teton Valley’s construction and development
boom occurred because they turned agricultural
land into residential lots.  As a result, today the
Teton Valley’s agricultural economy is only a
shadow of its former self, while its development
and construction economies are rapidly
evaporating.  That leaves... um, not much.

On the Wyoming side, while the
construction economy has also suffered, the
drops have not been nearly as severe:  As of
the first quarter of 2010, Teton WY’s
construction-related jobs and payrolls were
down by only around a third from their peak in
the third quarter of 2008.  Still, while Teton WY’s
land use policies may have led to less
catastrophic consequences than those in Teton
ID, if you are an unemployed construction
worker on either side, the prospects for work are
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looking pretty bleak over the next few years.  (Graph 5)

Which leads into the final point I’d like to make.  This one regards data I wasn’t able to get,
namely an apples-to-apples comparison of building permits issued by the governments of the Town of
Jackson and Teton County, Wyoming.

While both bodies collect and report a lot of information about the building permits they issue,
their two systems are fundamentally incompatible with one another.  As a result, while it’s possible to
say something like “last year, the town and county issued 50 building permits between them,” you
can’t say anything more – we simply don’t know the total value or square footage of permitted
buildings, the kinds of structures permitted, whether they were new builds or remodels, or anything
else.

As a result, it’s impossible for anyone – be they an analyst or, far more importantly, a
scrambling-for-work local contractor – to get any sort of handle on what’s going on with the local
construction market.  With such data, we could figure out what the construction-related economy,
labor demands, sales tax revenues, and the like will be for the next couple of years; without them,
we’re flying blind.

The reason for this is that, to put it bluntly, it doesn’t matter to the town and county that their
data don’t align.  This is because aligning them wouldn’t make any difference in either body’s
decision-making processes or revenue streams.  Similarly, it doesn’t matter to them that there’s a
fundamental disconnect between the functions of government and those of the local construction
trades, for such an alignment wouldn’t make any difference in how local government functions or
generates revenues.

But as the recession forces us all to re-think not just how we do things but why, I hope local
government conducts a fundamental re-examination of its role in the local economy, in particular what
it can do to better align its efforts with those of the local private and non-profit sectors.  During the
boom years, each sector could afford to play in its own sandbox; today, not so much.  Reconciling the
two entities’ building permit data would be a nice way to start such an alignment; my sense is that lots
of other wonderful possibilities would swiftly emerge.

Table 1
Teton County, ID: 2009 & 2010

Changes in Properties: Number & Assessed Valuations, by Type
(note: Idaho properties are assessed at 100% of market value)

Number/Assessed Valuation Difference

Lot Type 2009 2010 #/$ %

Number of Unimproved Residential Lots 7,405 8,005 600 8%

Mean Value of an Unimproved Res. Lot $142,941 $87,048 ($55,893) -39%

Number of Improved Residential Lots 2,860 2,888 28 1%
Mean Value of an Unimproved Res. Lot $236,730 $225,347 ($11,363) -5%

Assessed Valuation Difference

Property Type 2009 2010 $/# %
Residential - Unimproved $1,058,481,208 $696,819,601 -$361,661,607 -34%
Residential - Improved $677,047,928 $650,802,757 -$26,245,171 -4%
All Other Property Types $389,118,308 $424,941,595 $35,823,287 9%
Total $2,124,647,444 $1,772,563,953 -$352,083,491 -17%


