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Jonathan Schechter – “Corpus Callosum” Column
Jackson Hole News&Guide – July 28, 2010

This is the first in a series of occasional columns pointing out some basic facts about the local
economy.  The goal of this series is to help inform debate during the current election season and,
with luck, beyond.

Today’s focus is on taxable sales.  In particular, I want to make three points:
1) Contrary to conventional wisdom , taxable sales are not very representative of Teton

County’s overall economy.
2) Contrary to conventional wisdom, taxable sales are not closely linked to tourism counts.
3) Contrary to conventional wisdom, the clear majority of taxable expenditures are made by

locals, not tourists.

Do Taxable Sales Reflect Jackson Hole’s Overall Economy?

No.  At least not very well.

Graph 1 looks at four core local economic
indicators: taxable sales, jobs, wage income, and
total personal income.  Each bar shows how
different industries contribute to that indicator, and
all data are from 2008, the most current year
available.

Starting from the left, Teton County’s taxable
sales are wildly dependent on two sectors: Lodging
and Restaurants combine with Retail to account for
roughly 2/3 of all taxable sales.  Construction-
related expenditures add another 12 percent or so,
leaving all other sources of taxable sales
contributing about 1/4 of the overall total.  

Thanks to the economic slowdown, these percentages may have shifted a bit, but the basic
point remains: retail plus the combination of lodging-plus-restaurants and retail are the two primary
sources of taxable sales, which in turn is the primary source of revenue for local government.

But in contrast, these sectors account for only around 1/3 of our jobs, 1/4 of our wages, and
1/9 of our overall income.  In fact, investments alone account for around 3/5 of our total personal
income, or just slightly less than lodging, restaurants, and retail combined contribute to our taxable
sales.  Yet investments, along with many other aspects of local economic activity, make no direct
contribution to taxable sales.  So, while taxable sales are important, they’re not well-correlated with
our overall economy.

Graph 1
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Do Taxable Sales Correlate With Tourism Counts?

No.

In 1993, the National Park Service changed the way it counted visitors to Grand Teton and
Yellowstone national parks.  Since then, 2009 marked the busiest-ever year for both parks.

Despite, that, 2009's visitation count in Grand Teton was only 4 percent higher than it was in
1993, a compounded average annual growth rate of only about 1/4 percent.  In Yellowstone, it was
20 percent higher, a growth rate of a bit more than 1 percent a year.  In contrast, total taxable sales –
even when adjusted for inflation – grew over 2.5
percent annually, dwarfing any sort of growth in
tourism.

Even more compelling evidence of the
disconnect between tourism and taxable sales is
found by looking one year earlier.  Between 1993
and 2008, Grand Teton visitation was flat, and
Yellowstone visitation grew 0.75 percent annually. 
Yet during that same stretch, taxable sales grew
3.75 percent annually.  Then, last year, when
tourism skyrocketed - combined, Grand Teton and
Yellowstone visitation increased 6 percent, to reach
a post-1993 high – Teton County’s inflation-
adjusted taxable sales dropped 13 percent, to a
level not seen since 2003.  (Graph 2)

So, while tourism is important, it’s not well-correlated with our overall tourism counts.

Who Buys Taxable Goods?

The majority of taxable purchases are made by locals.  Specifically, between 1990 and 2010, I
estimate that locals accounted for 61 percent of total taxable sales; between 2000 and 2010, the
figure was 60 percent.

This question is a hot one right now, between the upcoming SPET vote and the possibility of a
lodging tax.  Accordingly, all sorts of figures are being flung around regarding the share of local
taxable sales attributable to tourists.  In its information handout to SPET finalists, the county claims
“over 50 percent;” according to newspaper articles, others are claiming as much as 60 percent.

I just don’t see how either of those numbers is possible.

To take a stab at a reasonable estimate of how much of local taxable sales can be attributed
to locals, I developed a three-part methodology.  First, I went back to FY 1990 and identified the one
month each year with the lowest taxable sales.  Almost always, this was either November or April,
the times with the fewest tourists and the most locals out of town.  That month’s expenditures, I
assumed, represented locals’ baseline spending year-round.
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Second, I took each year’s low-month figure and multiplied it be 12, The resulting number was
my estimate for locals’ total annual taxable purchases.

Finally, I subtracted the attributable-to-locals
figure from the year’s total taxable sales, and
calculated percentages.  Graph 3 shows my
results, namely that, until 2008, sales attributable
to locals had almost always exceeded 60 percent,
and sometimes hit as high as 70 percent (this was
likely due to busy construction years).  Then, in the
last two years (i.e. since the recession took hold),
the locals’ proportion dropped to 50 percent, a
figure I attribute more to methodology (i.e. a couple
of weirdly low reporting months in the last two
years)  than I do to any significant shift in the
buying habits of either locals or tourists.

Why does any of this matter?  Because,
while taxable sales are vitally important to the
health of both local merchants and local government, and while tourism is vitally important to both
merchants catering tor tourists and the general ambience of the community, it is very easy to assign
to both far more importance than they actually have in our local economy.  The data are clear on
this, and I’ll use an upcoming column to further flesh out this point.
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