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Jonathan Schechter – “Corpus Callosum” Column
Jackson Hole News&Guide – October 6, 2010

Sometimes I think I’m a “ready, aim, fire” guy living in a “ready, fire, aim” world.

Gerry Spence believes most people make decisions based on their emotions, and then use facts to
justify their choices.  This sure seems to be the case for most wildly-popular pundits, who possess a trait I
sorely lack: the ability to instantly spew a strong reaction to anything that comes along, even if they know
nothing about it.  Cable news and the internet have unleashed packs of such hell-hounds upon the nation,
and part of Jackson Hole’s character comes from our cadre of “ready, fire, aim” residents.

But as I say, I ain’t one of ‘em.  Instead, my typical knee-jerk reaction is to want to explore both sides
of an issue before reaching a conclusion.  Hence this column, which is essentially a bi-weekly exercise in
sorting through something that interests me.  And while I enjoy these explorations, I also realize my measured
approach will never bring a large readership.

I mention this because today and in my next column, I want to apply my “look at the facts” approach to
the lodging tax, this election’s hot-button issue.  Because the tax is a complex issue, today I’ll focus on
analyzing the available facts, then use my next piece to offer conclusions.

Both the tax’s proponents and opponents care deeply about the issue, and both are making
impassioned arguments to persuade voters.  However, because I suspect most people see the lodging tax as
something other than a black-and-white issue, I offer this analysis.

As I suggest, my point of departure is facts.  Unfortunately, there are surprisingly few solid facts to
draw on about the lodging tax.  Worse still, sometimes advocates shade the facts which do exist to bolster
their respective cases.

For example, proponents point out that 2,000 jobs have been lost in the last two years.  This is true. 
Where things get sketchy, though, is implying the lodging tax will address that issue.

The unstated logic seems to be that the lodging tax will result in more promotion, which will result in
more tourism, which will result in more jobs.  Even if this occurs, it won’t happen for quite a while.  More
importantly, the argument assumes a job is a job, which is clearly not the case.  In particular, the plurality of
lost jobs have been in construction and development, which pay on the order of $900/week.  Those jobs are
basically gone for good, and even if tourism-related jobs were available, it’s not clear that a carpenter or
architect would want to take them – the latest data show the average tourism job pays 40 percent less than
the average construction job.

Opponents’ arguments can be similarly slippery.  For instance, a recent letter to the editor suggested
the lodging tax will result in more tourists, which will in turn make our traffic congestion worse.  While this may
be true, far more relevant is the fact that, over the past 15 year, our traffic problems have grown while tourism
has stagnated.  Why?  Because our congestion problems are almost exclusively a function of our increased
population, and there’s no correlation between tourism promotion and population growth.

In such an environment, how’s a “ready, aim, fire” guy supposed to make sense of the lodging tax?  I
started with two clusters of facts.

The first cluster regards the lodging tax’s mechanics, in particular the fact that the tax is a hybrid,
trying to accomplish two goals simultaneously.
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One of the lodging tax’s two goals is to boost local government’s revenues.  This year, due to a
decline in sales taxes and other revenues, the town and county whacked $5 million out of their combined $41
million operating budgets.  To recoup some of that, electeds want voters to reinstate the lodging tax, which
has been dormant since 1994.  If reinstated, the tax will put $1.5 million or more annually into local
government coffers; not as much as was cut, but better than nothing.  In addition, should the lodging tax help
grow our tourism economy, government revenues would get a further bump from taxable sales increases.

The lodging tax’s other goal is to raise money to promote tourism.  By law, 60 percent of the tax’s
proceeds must be spent on promotion, which equates to $2 million or more per year.  This is what makes the
lodging tax such a hot-button – proponents have two million reasons for wanting it to pass, while opponents
feel all that promotion will harm the valley’s quality of life.

Both groups also see further consequences for the overall community, with advocates focusing on
positive ones (e.g. the possibility of a stronger and more stable overall economy), and opponents focusing on
negative ones (e.g. the possibility of greater demands for services, and therefore greater costs for local
government).  All these are just claims, though – none can be proven.

The second cluster of facts involves the data available for evaluating the tax’s potential
consequences.  Broadly speaking, two types of publicly-available data relate to the tourism economy: the
number of tourists visiting Jackson Hole, and taxable sales.

We have three ways of counting how many tourists visit Jackson Hole: national park visitation, skier
days, and airport enplanements.  On the dollar side, four taxable sales categories relate to tourism: total
taxable sales, adjusted retail sales, lodging, and restaurants.  Each of these measures is somewhat
problematic, but we can make all of them work.

To do that though, we first need to make sense of the data.  For starters, it’s useful to divide the year
into the three seasons which coincide with the tourism economy’s peaks and valleys: summer (June-
September), winter (December-March), and shoulders (April, May, October, and November).

It’s also necessary to adjust taxable sales data to reflect when a sale occurs rather than when it’s
reported by the state (a lag of two months).

Finally, before trying to do any kind of analysis, it’s important to know that, in 1993, both Grand Teton
and Yellowstone changed the way they count visitors.  As a result, it’s impossible to compare national park
visitation levels from before 1993 to those since.  

This change in methodology is important because the lodging tax was in place between 1987 and
1994, a period which included both the 1988 Yellowstone fires and the counting change. As a result, using
publicly-available data, it’s almost impossible to say how effective lodging tax-funded promotion was when
the tax was in place.

Given all this, what can we say?  To answer this question, I analyzed the tourism and taxable sales
data from 1993-2009, looking for relationships between the two.  My goal?  Assuming that more promotion
will lead to more tourism, which will lead to more taxable sales, I wanted to know what links exist between
tourism and our taxable economy.  I also wanted to understand how strong those links were.  After spending
ridiculous amounts of time looking at the data, I reached five major conclusions.

First, between them, the tourism-related categories of retail, lodging, and restaurants account for
roughly 60 percent of total taxable sales.  The take-away?  Tourism appears to be very important to our
taxable economy.
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That noted, the operative word is “appears” – tourists are not the only folks buying taxable stuff.  It’s
also very important to not confuse our taxable economy with our total economy, for taxable sales account for
only around of one-quarter of Teton County’s total economic activity.  However, for two reasons, sales taxes
receive a disproportionate focus: they are the only publicly-available economic measure reported every
month, and they account for the majority of local government’s revenues.   As a result, taxable sales serve as
a proxy – albeit a highly-flawed proxy – for the entire economy.

Second, roughly speaking, half of all taxable sales occur during the four summer months, while winter
and the shoulder seasons each account for about a quarter.  I’ll repeat this latter point, for it’s wildly counter-
intuitive: The four winter months of December, January, February, and March account for roughly the same
amount of taxable sales as do the four shoulder season months of April, May, October, and November.  This
is despite the fact that winter brings tens of thousands of tourists, while the shoulder seasons bring little more
than mud and gloom.

Third, visits to Grand Teton and Yellowstone national parks have no statistically-meaningful
correlation with Teton County’s taxable economy.

Put into plain English, this means that, even if you knew how many people were going to visit Grand
Teton or Yellowstone next year, you couldn’t predict Teton County’s taxable sales.  If park visitation goes up,
sales might go up too.  Or they might go down.  Or they might stay flat.  There’s just no way to tell.

It doesn’t matter which data you look at: visitors to Grand Teton, Yellowstone or both; year-round
visitors or just those in the summer; total sales, or just retail, lodging, or restaurants.  No matter how you slice
it, there’s just no meaningful statistical relationship between the number of people who visit the local national
parks and the performance of the valley’s taxable economy.

This, too, is wildly counter-intuitive, especially for tourism-dependent businesses.  However, taking the
community-wide perspective, it’s what the data show.

The clearest example of this disconnect occurred in 2009, when both Yellowstone and Grand Teton
saw huge jumps in their visitation, yet taxable sales fell nearly 15 percent.  But the only thing that
distinguished 2009 from earlier years was the magnitude of the disconnect. between park visits and taxable
sales.

Fourth, except during the shoulder seasons, a clear statistical correlation exists between
enplanements and lodging revenues.  The point here is that if you want to fill hotel rooms, fill airplane seats.

Fifth, the only season in which a statistically-significant link exists between tourism counts and overall
taxable sales is winter, when there’s a statistically-significant correlation between skier days and each of the
three largest categories of winter taxable sales: total, retail, and lodging.

Big picture, I found the lack of connection between visits and taxable sales fascinating in a “dog that
didn’t bark” sense.  I went into the exercise expecting to find close correlations between tourism and taxable
sales.  However, with the exception of winter activity, those correlations simply don’t exist.  To me, this
suggests that, for the overall community, the consequences of the lodging tax’s passage or failure will be far
less dramatic than either proponents or opponents will have us believe.

But you know what I found even more interesting?  If you want to accurately predict Teton County’s
taxable sales – whether total, retail, or lodging – a far more powerful indicator than tourism measures is Teton
County’s population.  Simply put, our taxable economy has grown along with our population.
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And you know what’s most fascinating of all?  The single best indicator I can find to predict Teton
County’s taxable sales is residents’ per capita income.  Per capita income is such a powerful indicator that it
holds predictive value for not just total sales, but for retail, lodging, and restaurant sales as well.  It’s also a
good predictor of enplanements.  And it works not just year-round, but for the summer, winter, and shoulder
seasons too.

My conclusion?  For the past 20 years, Teton County’s growth industry has been growth itself,
particularly growth in our well-to-do population.  This “industry” has treated us very, very well, but it’s also an
industry we know very little about.

What does this have to do with the lodging tax?  Just this.  If growth has been our growth engine, and
if growth has slowed down, now’s a good time to ask whether we want to continue hanging our economic hat
on growth, or instead look to something different.  And if we decide the latter, we need to figure out what that
something is.  If it’s tourism, the lodging tax’s $2 million/year might provide a catalyst toward that new future. 
Or it might not.  I’ll explore that question in my next column.


