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Difficult Choices and Headwinds on the
Horizon

Issue Preview 0 Jared McEntaffer

As the second quarter of 2025 draws to a close we are confronted by national economy that has
slowed noticeably since our last issue. The national economy may not officially be in recession, but
warning signs are flashing in nearly every direction. In this issue of the Dakota Outlook we explore a
number of the challenges facing South Dakota today, including property taxes, tariffs, and slowing
economic growth. On the brighter side, this issue also brings a longer-view and demonstrates the
many positives that economic growth has brought to our state since the 1990s.

One of the biggest political issues facing the state today is how to deal with rising property taxes.
In this issue we explore how local opt-outs are affecting property tax rates. Sixty-two out of 148
school districts had local opt outs during 2024, raising $34.6 million (about $500 per student in
those districts). The latest numbers show that districts with opt outs do have higher overall levies than
districts without them, but it appears to be the case that opt outs are used to ‘backfill’ constrained
revenue sources. This will put even more pressure on state leaders looking to address property tax
reform.

If property tax issues weren't enough of a challenge, it looks like the days of rapid population growth
may be coming to a close. South Dakota’s population grew by 6,364 residents between from 2023
to 2024, reaching nearly 925,000, but this was the smallest annual gain since 2020. Population
growth slowed to 0.69%, down from peaks above 1.4%. South Dakota now ranks 28th in the nation,
down from seventh in 2022. County-level patterns show that growth remains heavily concentrated:
Minnehaha and Lincoln Counties accounted for over three-quarters of net migration gains, while
most other counties saw modest or negative migration. Natural increase (births minus deaths) held
relatively steady, but significant declines in both international and especially domestic migration drove
the overall slowdown.

Adding to the economic headwinds facing the state are newly imposed tariffs that sap commerce and
pinch consumer pocket books that are still recovering from high inflation of recent years. Trade barriers
imposed by the Trump administration have resulted in tariff rates as high as 32% on Chinese imports
and roughly 12% on Canadian goods under USMCA rules. South Dakota's international trade is mostly
dominated by agriculture-related machinery, chemicals, and fertilizers on the import side. Grains and
animal products dominate on the export side. Applying current effective tariff rates suggests roughly
$296 million in added import costs for the state, rising to $370 million if Chinese tariffs revert to
145%.

Finally, we bring a positive report that looks at changes in the state from 1990 to 2020. We show
that real household incomes in South Dakota rose by 25% over the thirty-year period, and per capita
incomes rose by 42.5%. Educational attainment improved markedly as well. The share of adults with
at least a bachelor’s degree grew from 17.2% to 28.8%, especially in urban counties like Lincoln and
Minnehaha. The labor market shifted toward professional occupations—rising from 21.8% to 36.3%,
and female workforce participation climbed to around 65%. The state’s population has aged though,
which will pose a challenge in the years to come. The number of people aged sixty and above rose
from 22.1% of the population to 26.3%, and some counties experiencing more pronounced shifts
than others.



Population Growth Slows Across the Region

Population Dynamics I David Sorenson

Between 2023 and 2024 South Dakota kept alive its trend of population growth every year since
1989. The most recent growth is substantial, but the population grew at a slower pace than the
previous year. The 2022-23 growth was in turn slower than the peak in 2021-22, leaving the most
recent year at only about half of the 2021-22 increase. Details of the state growth and comparison to
other states and the U.S. as a whole are discussed in the next section. The state summary is followed
by look at county growth patterns, which reveal that growth was heavily concentrated in relatively few
counties.

State Population Change

State population and growth over the past several years in South Dakota are shown in Table 1. Popula-
tion rose to almost 925,000 by July 1 of 2024, according to US Census Bureau estimates. The state
added 6,364 people from 2023 to 2024, the smallest increase in the 2020s, about 2,000 lower
than the 2020-21 and 2022-23 increases. It was just under half the increase from 2021 to 2022.
In percentage terms, the state grew at 0.69%. While lower than the preceding few years, the rate
was within the range of growth rates seen in the 2010s, which varied from 0.53% to 1.06% percent.
Although disappointing, the slower population growth should not be regarded as exceptional.

Table 1: South Dakota Population Trends (2020-2024)

2020-21 2021-22 2022-23 2023-24

Population 896,492 909,723 918,305 924,669
Population Change 8,544 13,231 8,582 6,364
Percentage Change 0.96% 1.48% 0.94% 0.69%

Source: Dakota Institute, Census Bureau

While South Dakota’s 2023-24 percentage growth still represented a modest increase, it ranked
behind the country as a whole for the first time in the 2020s, as shown in Table 2. South Dakota ranked
as high as seventh in the nation in growth rate in 2021-22, in the company of perennial high-growth
states such as Texas, Utah, Idaho, Florida, North Carolina, and Arizona. It fell to fourteenth in 2022-23
and to 28th in 2023-24. While still maintaining a middling ranking, South Dakota’s 0.69% growth
was significantly lower than the aggregate national growth rate of 0.98%.

In comparing South Dakota to neighboring states, as seen in Table 2, we can see that South Dakota’s
shift has differed from other states, the Midwest, and the nation as a whole. South Dakota’s population
increase in 2021-22 was similar in magnitude to the nation and to North Dakota, but its subsequent
fall only parallels Montana’s trend. The U.S. continued to increase since that year, and North Dakota
rose again, passing South Dakota’s growth rate in 2022-23 and 2023-24. The low growth in 2020-
21and 2021-22 in Minnesota and lowa was followed by a significant jump in 2022-23 and a modest
bump in 2023-24. The Midwest Region pattern was also similar to that of Minnesota and lowa. When
all of the varying trends are pulled together, Table 2 displays an intriguing convergence. While there is
not necessarily any particular demographic or economic force leading to the convergence, it is a useful
way of characterizing recent trends.



Table 2: Population Growth Rates for South Dakota
and Surrounding States

2020-21 2021-22 2022-23 2023-24

United States 0.16% 0.58% 0.83% 0.98%
Midwest Region -0.16% 0.04% 0.41% 0.59%
lowa 0.23% 0.13% 0.49% 0.72%
Minnesota 0.14% 0.05% 0.55% 0.70%
Montana 1.77% 1.41% 0.82% 0.52%
Nebraska 0.06% 0.39% 0.79% 0.89%
North Dakota -0.20% 0.40% 1.02% 0.95%
South Dakota 0.96% 1.48% 0.94% 0.69%
Wyoming 0.34% 0.40% 0.53% 0.44%

Source: Dakota Institute, Census Bureau

South Dakota’s modest population growth is clear when viewed relative to all states (Figure 1). The
leading states, with growth rates as high as 2.04% in Florida and 2.17% in Washington, DC, are
largely concentrated in the Mountain West and Southeast (and Texas). The lagging states, as low as
-0.03% in Vermont and West Virginia are more scattered. South Dakota sits among a middle group,
both numerically and within its region.

Fig 1: Percent Change in State Population
2023 -2024

2.0%
1.5%
1.0%
0.5%

0.0%

Source: Dakota Institute, US Census Bureau

Insights into the changing growth patterns can be gleaned from looking at the components of change
over the last few years (Table 3). Natural change jumped in 2021-22, as deaths declined by over 500,
and dropped by a larger amount in 2022-23 before rising slightly in 2023-24. Births have been fairly
stable over the same time period. As is typically the case, migration fluctuated much more, rising more
than 3,000 in 2021-22 before dropping almost in half in 2022-23 and by another two thousand in
2023-24. International migration was similar in three of the four years, but it was significantly higher in
2021-22. Net domestic migration showed bigger swings, from about six thousand in 2020-21 to over
eight thousand in 2021-22 before dropping by forty-five percent in 2022-23 and then dropping again
by more than half in 2023-2024. While net migration stayed positive, the sharp decline, especially in
domestic migration, has led to the slowing growth despite strong natural change.



Table 3: Components of Population Change in South Dakota (2020-2024)

People Count % of Population

2020-21 2021-22 2022-23 2023-24 2020-21 2021-22 2022-23 2023-24

Natural Change 1,295 2,047 2,646 2,588 0.2% 0.2% 0.3% 0.3%
Births 11,064 11,254 11,171 11,311 1.2% 1.3% 1.2% 1.2%
Deaths 9,769 9,207 8,525 8,723 1.1% 1.0% 0.9% 1.0%

Migration 7,225 10,823 5,850 3,748 0.8% 1.2% 0.6% 0.4%
International 1,101 2,570 1,314 1,616 0.1% 0.3% 0.1% 0.2%
Domestic 6,124 8,253 4,536 2,132 0.7% 0.9% 0.5% 0.2%

Source: Dakota Institute, Census Bureau

Viewed in percentage terms, we see that deaths equivalent to about 1.0% of the state’s population
and births equivalent to about 1.25% together contribute about 0.25% in annual population growth.
Migration has contributed between 0.41% in 2023-24 and 1.2%, in the peak year of 2021-22.
International migration has fluctuated in a fairly narrow range of 0.12% to 0.28% percent, while the
larger domestic migration swings have amounted to percentage growth contributions between 0.23%
and 0.91% percent.

South Dakota’s components of growth differ from comparison states and the nation, as illustrated in
Table 4 for the most recent year. South Dakota’s natural change percentage is almost double that of
the nation, as are the rates for Nebraska and North Dakota. Minnesota’s is somewhat smaller, while
lowa, Wyoming, and the Midwest Region have rates a bit lower than the nation, and Montana had
no natural change. The higher rates in the Dakotas and Nebraska is largely driven by a relatively high
birth rate.

Table 4: Components of Population Change for South Dakota
and Surrounding States (2020-2024)

Percent Growth ~ Natural Change Births  Deaths  Migration International ~Domestic

United States 0.98% 0.15% 1.07% 0.91% 0.82% 0.82% 0.00%
Midwest Region 0.59% 0.08% 1.06% 0.98% 0.52% 0.59% -0.07%
lowa 0.72% 0.12% 1.12% 1.01% 0.59% 0.60% -0.01%
Minnesota 0.70% 0.20% 1.06% 0.86% 0.49% 0.51% -0.02%
Montana 0.52% 0.00% 0.99% 0.99% 0.52% 0.04% 0.48%
Nebraska 0.89% 0.31% 1.22% 0.92% 0.57% 0.65% -0.08%
North Dakota 0.95% 0.34% 1.21% 0.87% 0.61% 0.65% -0.04%
South Dakota 0.69% 0.28% 1.23% 0.95% 0.41% 0.18% 0.23%
Wyoming 0.44% 0.07% 1.03% 0.96% 0.37% 0.22% 0.15%

Source: Dakota Institute, Census Bureau

South Dakota has the second-lowest migration rate among the areas displayed. The nation’s migration
rate, all international as net domestic migration is zero at the national level, is twice that of South Dakota.
Other than Wyoming, the surrounding states have migration rates between roughly 20% to 50%
higher than South Dakota’s. International migration explains the lower rate in South Dakota. While
most of the neighboring states have international migration rates between 0.51% and 0.65%, South
Dakota lags at 0.18%, with Wyoming having a slightly higher rate and Montana having a rate near zero.
South Dakota fares much better in domestic migration, with its 0.23% trailing only Montana’s 0.48%.
Other than Wyoming, all of the other neighboring states have slightly negative net outmigration. It



should be noted, however, that the most recent net migration rates indicate a decline in South Dakota
and an improvement, i.e., are less negative, in many neighboring states.

National maps further help illuminate the components of population change. In birth rates (Figure 2),
South Dakota ranks behind only Utah and Texas, well above the lower rates evident in much of the
northeast, west coast, and Florida. In domestic migration (Figure 3), while South Dakota’s 0.23% is
well below South Carolina’s exceptional 1.25% rate and a number of other states with values above half
of a percent, it still ranks seventeenth in the nation. Persistent national trends of losses in California,
New York, and lllinois stand out, especially in contrast to the continuing growth in Texas and Florida.
In international migration (Figure 4), South Dakota's inclusion with Montana, Wyoming, West Virginia,
Arkansas, and Mississippi in a group with less than 0.25% growth due to immigration stands out,
especially compared to Florida’s rate of close to 2.0% growth.

Fig 2: State Birth Rates
2023 -2024

1.3%
1.1%
0.9%

0.7%

Source: Dakota Institute, US Census Bureau

Fig 3: Net Domestic Migration Rate
2023 -2024

1.3%

0.8%
0.4%

0.0%

-0.3%

. -0.7%

Source: Dakota Institute, US Census Bureau



Fig 4: Net International Migration Rate
2023 -2024
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County Population Change

Population change within the state varied significantly. As seen in Table 5, which shows the fourteen
counties with 15,000 or more residents, there was a mix of positive and negative cases in overall growth
and in the components of change. Five of the larger counties experienced decreases in population,
with Brown and Clay each having losses of just over 150. The largest increases by far were those in
Minnehaha and Lincoln, which were almost equal at over 2,100 each. The composition of the changes
was quite different, however, with Minnehaha having strong contributions from both natural increase
and migration while Lincoln’s growth was almost entirely due to migration. Within the migration flows,
Minnehaha benefited more from international migration than domestic migration, while Lincoln’s
increase was almost entirely domestic.

The last two lines of Table 5 summarizes the role of Minnehaha and Lincoln combined relative to
the state. While having just over thirty percent of the state’s population, Minnehaha and Lincoln
combined for just over half of the state’s natural increase and three-quarters of total net migration.
Their combined net domestic migration is almost exactly equal to the state’s value, meaning that the
remaining 64 counties had zero net migration in aggregate.

Among the other counties, Pennington'’s relatively small growth represents a major decrease relative
to prior years: in 2022-2023, Pennington registered an increase of almost 1,600. Neighboring
Lawrence County recorded a strong increase similar to 2022-2023, while Brookings and Codington
repeated significant growth. Beadle again had significant international immigration, trailing only
Minnehaha and Brookings, but in 2023-2024 the international migration was not sufficient to offset
the larger net domestic migration loss. Natural increase was sufficient to lead to overall growth.
Yankton County had a remarkably stable year. There was no change in population with births almost
exactly offsetting deaths and immigration almost exactly offsetting the small net domestic inmigration
loss. It was the “Even Steven” county of South Dakota.

The experiences of the two largest counties is also useful in interpreting the state’s change in population
over time. Minnehaha and Pennington together had population change of 2,320 between 2023 and
2024. They had a combined change of 4,682 between 2022 and 2023. The differential growth of



Table 5: Components of Population Change in South Dakota’s
Most Populous Counties (2020-2024)
Annual Change, July 1, 2023 to July 1, 2024

Vital Events Net Migration
Natural Interna-

Population ~ Change Change Births  Deaths Total tional  Domestic
South Dakota 924,669 6,364 2,588 11,311 8,723 3,748 1,616 2,132
Minnehaha 208,639 2,175 1,255 2,723 1,468 900 587 313
Pennington 115,979 145 258 1,366 1,108 -126 50 -176
Lincoln 75,244 2,102 184 564 380 1,913 89 1,824
Brown 37,495 -155 -33 383 416 -124 31 -155
Brookings 36,359 447 139 372 233 304 256 48
Meade 30,918 -13 32 313 281 -44 2 -46
Codington 29,278 326 57 334 277 271 4 267
Lawrence 28,809 703 -35 236 271 735 41 694
Yankton 23,509 (o] -2 239 241 3 25 -22
Beadle 19,459 79 115 271 156 -37 205 -242
Davison 19,907 -66 -29 227 256 -36 10 -46
Union 17,402 216 95 245 150 122 15 107
Hughes 17,526 -91 31 212 181 -123 -3 -120
Clay 15,245 -153 -5 133 138 -149 34 -183
Largest Counties 675,769 5,715 2,062 7,618 5,556 3,609 1,346 2,263
% of State Total 73.1% 89.8% 79.7% 67.4% 63.7% 96.3% 83.3% 106.1%
Minnehaha+Lincoln 283,883 4,277 1,439 3,287 1,848 2,813 676 2,137
% of State Total 30.7% 67.2% 55.6% 29.1% 212% 75.1% 41.8% 100.2%

Source: Dakota Institute, Census Bureau

the two counties (2,362) is very close to the statewide differential. In other words, in aggregate the
remainder of the state grew about the same in the most recent year as in the preceding one.

We can also evaluate the relative contribution to growth of the entire group of more populous counties,
which comprise about three-quarters of the state’s population. Together this group gained the equiva-
lent of about ninety percent of the total state population growth. Their aggregate natural increase
was close to their population share, but their total net migration was almost equal to the state’s value,
leaving the remaining counties with close to no net migration. Their net domestic migration exceeded
the state total, indicating a negative balance for the remainder of the state. While the aggregate
international immigration was higher than the population share, there still remained about seventeen
percent of the state’s international immigration going to less populous counties.

Population change for all counties is displayed in Figure 5. In addition to the largest increases already
noted, Custer County also stands out with an exceptional year of growth. The growth of the eastern
and western extremes is pronounced, but numerous more central counties also exhibited growth.
Almost equal numbers of counties grew and declined.

Examining growth rates reveals additional information, although low populations in many counties can
exaggerate annual fluctuations. Overall population growth rates are shown in Figure 6. Ziebach and
Dewey jump out immediately as exceptional cases with growth rates of 4.1% and 2.8%, respectively.
Gregory, Hamlin, and Hyde also joined Lincoln and Lawrence with growth rates exceeding 2.0%.
Buffalo County had the largest percentage decline (-3.1%), with the next largest percentage decrease
(Aurora at -1.6%) only about half of Buffalo’s. Ziebach and Dewey Counties also had very high birth
rates relative to the state and nation. Dewey County’s 5.7% birth rate was more than five times the



Fig 5: County Level Population Change
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national, easily the highest county rate in the entire nation. Ziebach (4.1%) and Jerauld (3.0%) ranked
second and third in the nation. The lowest birth rates of about 0.6% occurred in Jones and Fall River.
Nine additional counties had birth rates below 1.0%. Death rates had less variation than birth rates
among counties. Twenty counties had death rates under 1.0%. Faulk was highest at 2.4%, with
Campbell and Day having death rates around 2.0%.

Fig 6: Percent Change in County Population
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Domestic migration percentages (Figure 7) vary from a low of -3.5% in Brule to a high of 2.9% in Hyde.
Custer, Lawrence, and Lincoln also had net domestic migration above two percent, while no other
county lost more than 2.0%. Thirty-six counties had negative domestic migration, and twenty-seven
had positive domestic migration. Regionalization is more apparent in the domestic migration map,
with most of the negative migration percentages occurring in more central counties.



Fig 7: Net Domestic Migration Rate
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Fig 8: Net International Migration Rate
2022 -2023

2.00%

1.50%

1.00%

0.50%

-0.04%

L/
| N |

kﬂ—i i

Source: Dakota Institute, US Census Bureau

International migration also displays a pronounced regionalization, with several East River counties
having higher percentages. The highest percentage (1.9%) occurred in Jones County, but this rep-
resents only 12 immigrants. Beadle County was the only other county above the national rate of
0.82%. About half of the state’s counties had little or no immigration impact: fifteen counties had
zero net immigration, while another seventeen had net immigration percentages between -0.05%
and 0.05%.

The county numbers illustrate that, while most of the state’s population growth is concentrated in
the same places, there are still striking differences between years. There are also large differences
in the components of change among the counties. The state numbers suggest further tempering of
expectations of growth, especially the arrival at the big benchmark of one million residents. Instead of
a projection of a million residents by 2030 based on the higher growth of a couple of years ago, the
more moderate pace pushes the projection back closer to 2035.
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How Will South Dakota Be Impacted by
Recent Tariffs?

Trade 0 Devan Schaefer

Tariffs have become a focal point of discussion among economists, business leaders, and policymakers.
To understand their potential impact on South Dakota, examining their historical role in U.S. trade
policy and the reasoning behind their implementation is essential. From their early use as a tool for
economic development to their modern application in trade negotiations, tariffs have shaped the
nation’s economic landscape.

This article explores the history and purpose of tariffs, South Dakota’s trade dynamics, and the sectors
most affected—particularly agriculture—by recent tariff announcements. It also examines how rising
import costs could challenge local businesses and whether tariffs might make South Dakota’s exports
less competitive in global markets. Finally, an assessment of the broader economic implications of
these trade policies offers insights into how tariffs may influence the state’s economy in the years
ahead.

The History of Tariffs

In 1789, the first Congress of the United States passed one of its first significant acts, which dealt
with how the newly independent country would pay its recent wartime debt, which it had accumulated
after gaining independence from Great Britain. The act was the Tariff Act of 1789, and its passing led
to strong disagreements between Alexander Hamilton and James Madison. The arguments stemmed
from the purpose and strategy behind tariffs. Hamilton saw tariffs as a revenue source, whereas
Madison believed tariffs could promote trade reciprocity, using them to encourage nations, especially
Great Britain, to adopt fairer trade practices and offer better terms in return.

After 1913, when the 16th amendment was ratified, establishing a federal income tax, the need
for tariffs as a revenue source diminished. However, tariff rates increased after Congress passed the
Smoot-Hawley Tariff Act of 1930, which protected American farmers and businesses from foreign
competition. Shortly after, Congress passed the Reciprocal Trade Agreements Act of 1934, which
gave the President the power to negotiate lower tariffs. Congress later gave additional power to the
President with the passing of the Trade Act of 1973, which allowed the President to negotiate and
implement trade agreements. These legislative changes marked a shift in U.S. trade policy, moving
from high protective tariffs toward greater trade liberalization. Over time, this approach expanded
global trade and integrated the U.S. economy into international markets.

The Three Reasons for Tariffs

A president may implement tariffs for one or all of three reasons, which economists call the ‘Three Rs’
of tariffs: Revenue, Restriction, and Reciprocity. Revenue refers to using tariffs as a source of income
for the government, helping to fund public programs and reduce national debt. Restriction involves
imposing tariffs to limit the importation of certain goods, protecting domestic industries from foreign
competition. Lastly, reciprocity is when the President uses tariffs to encourage fairer trade practices,
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compelling other nations to offer better terms in trade agreements in exchange for reduced tariffs or
favorable policies.

In recent years, both the Trump and Biden administrations have used tariffs for two primary purposes:
restriction and reciprocity. In Trump's first term, he imposed tariffs, including a 25% tariff on steel
and 10% on aluminum, to protect U.S. industries, particularly from China. His broader trade war
with China focused on addressing unfair trade practices. The Biden administration continued these
tariffs and explored import restrictions on semiconductors and electric vehicles to protect domestic
manufacturing. Tariffs were also used for reciprocity, pressuring nations to improve trade terms.
The U.S.-China trade deal leveraged tariffs to secure commitments from China. At the same time,
the United States—Mexico—Canada Agreement (USMCA) replaced the North American Free Trade
Agreement (NAFTA), with tariffs on steel and aluminum lifted in exchange for changes with Canada
and Mexico.

During his second term, President Trump has addressed all three reasons for tariffs. He has cited
tariffs as a tool to generate government revenue, punish unfair trade practices by adversaries, and
encourage the return of U.S. manufacturing. However, while these goals may align with broader
economic nationalism, they carry meaningful local trade-offs. For South Dakota, where input costs and
export access for specific sectors are susceptible to trade policy, implementing broad tariff regimes
may yield unintended consequences.

Fig 1: Trade Balance (Exports - Imports)
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South Dakota’s Trade Landscape

South Dakota ranks among the lower U.S. states in terms of both imports and exports. In 2024, the
International Trade Administration ranked the state 47th in exports and 49th in imports. As illustrated
in Figure 1, South Dakota's trade balance is notably smaller than that of its neighboring states. In
2024, South Dakota exported $2.1 billion and imported $1.7 billion. The state’s gross domestic
product (GDP) stood at $76 billion during the same period. In percentage terms, for 2024, imports
into South Dakota accounted for 2.2% of the state’s GDP, while exports made up 2.8%.
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Figure 2 depicts the trend in South Dakota'’s imports and exports, which shows annual data from
2008 to 2024. Following the Great Recession, exports and imports declined, likely due to a global
slowdown in trade. Since then, there has been a gradual increase in trade activity until 2020. From
2020 to 2022, South Dakota saw a significant surge in trade, with imports rising from $1.3 billion to
$1.9 billion and exports increasing from $1.4 billion to $2.4 billion. However, after 2022, South
Dakota experienced a slight decline in trade, with exports decreasing by 12% in 2024 compared to
the previous year.

Fig 2: Global Trade in South Dakota
2008 to 2024 - Not Inflation Adjusted
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What Does South Dakota Primarily Import and Export?

Figures 3 and 4 illustrate South Dakota’s top 10 imports and exports using the North American
Industry Classification System (NAICS). NAICS is a standardized framework for classifying industries
across the United States, Canada, and Mexico. It assigns a four-digit code to each industry group,
organizing businesses within broader subsectors to facilitate statistical analysis and economic research.
For a more detailed breakdown of the industries included within each four-digit NAICS code, please
use the NAICS search tool at https://www.naics.com/search/. By entering a specific NAICS code,
users can view a comprehensive list of the industries that fall under each code, providing a clearer
understanding of South Dakota’s trade dynamics.

As shown in Figure 3, three out of the top five imports in 2024 for South Dakota are directly tied to
the agricultural and ranching sector. These imports, including machinery, chemicals, and fertilizers,
support the state’s farming and ranching industries. Tariffs on these goods could significantly increase
the cost for South Dakota’s farmers and ranchers, raising operational expenses. Since these industries
rely on these imports to maintain productivity, any disruptions in their availability or price could reduce
profit margins and make it harder for producers to remain competitive in both national and global
markets. Given the state’s dependence on agriculture, tariffs on critical imports could have a broad
impact on the local economy, potentially hindering the growth of the agricultural sector.
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Fig 3: Top 10 South Dakota Imports by Amount
2024
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Figure 4 shows South Dakota's top 10 exports in 2024, with agricultural products, including animal
slaughtering and processing, grain and oilseed milling products, and animal foods, making up a
significant portion of the state’s export activity. The figures highlight that South Dakota is a key
player in the agricultural export market, with categories such as animal processing and grain milling
contributing heavily to export revenues. However, the imposition of tariffs can impact the state’s
export market in two ways.

Fig 4: Top 10 South Dakota Exports by Amount
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First, tariffs can exert upward pressure on the value of the U.S. dollar by reducing imports and increasing
demand for dollars, making American goods more expensive for foreign buyers. This appreciation
was widely anticipated by economists following the tariff announcements. However, as of 2025, this
has not materialized—largely due to downward revisions in U.S. growth forecasts stemming from the
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scale and scope of the tariffs. As shown in Figure 5, the Wall Street Journal Dollar Index has declined
since the start of the year, signaling a weaker dollar relative to a basket of major currencies. While
a depreciating dollar can temporarily support U.S. exporters by improving price competitiveness,
including for South Dakota’s agricultural producers, this benefit may be short-lived if broader trade
tensions persist.

Second, retaliatory tariffs from trading partners directly suppress demand for U.S. exports. On April
11, 2025, for instance, China announced it would raise tariffs on select American products to 125%.
This escalation poses serious risks to South Dakota’s export sectors—particularly processed meats,
grains, and animal feeds—by eroding their price advantage abroad and threatening revenue streams
for producers across the state.

Fig 5: WSJ Dollar Index
2025 Year to Date
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Source: Dakota Institute, WSJ

South Dakota’s Main Trading Partners and Tariff Rates

Figures 6 and 7 highlight South Dakota’s top import and export markets in the year 2024 by trade
volume. As shown in Figure 6, Canada, China, and Brazil were the state’s most significant sources of
imports, with Canada leading at $639 million, followed by China at $257 million and Brazil at $256
million. On the export side, Figure 7 shows that Canada remained South Dakota’s most considerable
trading partner, receiving $955 million in exports, followed by Mexico at $419 million and China at
$153 million.

Tariffs significantly impact these imports and exports, especially when factoring in the effective tariff
rates under USMCA. According to the Wells Fargo Tariff Tracker (as of May 12th, 2025), Chinese
imports face an estimated effective tariff rate of 32%. However, tariff rates for Canadian and Mexican
imports are more nuanced. In 2024, 30% of Canadian imports—excluding autos and parts—complied
with USMCA regulations and benefited from lower tariffs, while 70% did not comply with USMCA.
Therefore, these goods would face a 25% tariff, resulting in an estimated effective tariff rate of
approximately 12%. Additionally, specific Canadian goods, such as steel and aluminum, are subject to
a 25% tariff, while energy products face a 10% tariff. Similarly, 38% of Mexico’s imports—excluding
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autos and parts—met USMCA compliance standards, while the remaining 62% were not compliant,
making them susceptible to a 25% tariff, leading to an estimated effective tariff rate of 9%.

Fig 6: Top South Dakota Import Partners by Amount

2024

Canada $639M

China
Brazil
Mexico

Germany

$oM $200M $400M $600 M
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When considering effective tariff rates, it is necessary to recognize that agricultural products are
more likely to qualify for USMCA compliance. Under the USMCA, goods must meet specific rules
of origin, requiring a certain percentage of their components to be sourced from the U.S., Canada,
or Mexico to receive preferential tariff treatment. These rules ensure that products benefiting from
the agreement are primarily produced within the member countries, supporting domestic industries
while fostering regional trade. While many agricultural products easily meet these origin requirements,
more processed or value-added goods often face stricter thresholds, requiring a higher share of inputs
from the USMCA region to avoid tariffs.

Fig 7: Top South Dakota Export Partners by Amount
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In addition to existing measures, a new round of tariffs was released on “Liberation Day,” April 3rd,
2025, marking a pivotal shift in trade policy. While implementation is paused for 90 days as of
April 9th, the administration has signaled that this delay is temporary, pending further evaluation of
domestic supply chain impacts. Notably, some high-consumption consumer electronics—including
phones, computers, and other digital devices—may be granted temporary exclusions from the tariff
schedule. If implemented at their current rates on July 8th, 2025, these tariffs are expected to affect
trade flows substantially and could reshape sourcing decisions in multiple sectors.

Recent developments may further soften the projected impact of these tariffs. On May 12, 2025,
the U.S. and China reached a temporary agreement aimed at easing tariff-related pressures during
ongoing trade negotiations. Under this 90-day arrangement, the U.S. reduced its effective tariff rate
on Chinese imports from at least 145% to 30%, while China cut its tariff rate on U.S. exports from
125% to 10%. Although temporary, this reprieve offers meaningful short-term relief—particularly for
South Dakota’s agriculture sector, which relies heavily on access to the Chinese market for products
such as processed meats, grains, and animal feeds. If the agreement is extended or leads to longer-
term adjustments, it could bolster export volumes during the growing season and cushion the blow
from earlier tariff announcements.

Fig 8: US Tariff Rates
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Source: Dakota Institute, White House, Wells Fargo Tariff Tracker

Assuming 2024 import levels and applying current effective tariff rates—without adjusting for lower
rates due to a high share of agricultural imports—the additional cost of tariffs on Canadian imports
would have been approximately $77 million. For Mexican imports, the added cost would have been
around $9 million. Meanwhile, imports from China, which currently face a 32% tariff, would have
incurred an estimated $82 million in additional costs. However, if a deal is not reached with China and
the tariff rate resets to 145%, an estimated $370 million in extra expenses from China alone would
be incurred by South Dakota businesses and consumers. Altogether, these tariffs would currently
raise the price of South Dakota's imports by roughly $296 million, significantly increasing expenses
for businesses that rely on these goods.
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Table 1: Tariffs Inposed on South Dakota Imports Based on Current Tariff Rates

Country Tariff Rate Tariff Amount  Country Tariff Rate  Tariff Amount

China 32% $82,172,952  Dominican Republic 10% $56,032
Canada 12% $76,712,219  Slovenia 20% $50,731
Brazil 10% $25,702,282  Argentina 10% $46,187
Vietnam 46% $15,973,217 Kenya 10% $38,952
Germany 20% $13,960,520 Greece 20% $29,999
Italy 20% $11,241,067  Chile 10% $28,307
Mexico 9% $9,168,016 Lithuania 20% $25,631
India 26% $8,357,736  Guyana 38% $24,782
Taiwan 32% $5,445,982  Bangladesh 37% $23,026
Japan 24% $4,929,368 Estonia 20% $16,429
Netherlands 20% $2,986,342  Cote d'lvoire 10% $12,386
Korea, South 25% $2,920,170 Egypt 10% $10,470
Thailand 36% $2,857,476  Peru 10% $10,366
France 20% $2,659,593  Bahrain 10% $9,597
United Kingdom 10% $2,381,775 Burma 10% $8,464
Poland 20% $2,183,672 Iceland 10% $8,252
Hungary 20% $2,159,191  Guadeloupe 10% $7,640
Tunisia 28% $2,025,722  Saudi Arabia 10% $7,342
Austria 20% $1,964,213 Costa Rica 10% $6,586
Malaysia 24% $1,941,820 Uruguay 10% $5,947
Cambodia 49% $1,859,020 Uganda 10% $4,625
Indonesia 32% $1,819,625  Ukraine 10% $4,414
Switzerland 31% $1,710,169 Uzbekistan 10% $4,123
Spain 20% $1,405,503 Liechtenstein 37% $4,101
Bulgaria 20% $1,280,653  Zimbabwe 18% $3,544
Czech Republic 20% $1,091,721  Guatemala 10% $2,169
Ireland 20% $1,063,935 Qatar 10% $1,905
Israel 17% $1,047,099 Malta 20% $1,893
Sri Lanka 44% $904,806  Croatia 20% $1,776
Turkey 10% $732,524  Micronesia 10% $1,560
Madagascar 47% $603,833 Latvia 20% $1,117
Finland 20% $546,671 Cameroon 11% $971
Belgium 20% $488,327  Papua New Guinea 10% $925
Denmark 20% $485,860 Ghana 10% $784
Romania 20% $481,412 Colombia 10% $671
Sweden 20% $355,677 Macau 10% $630
South Africa 30% $344,179  Mongolia 10% $588
Norway 15% $310,053 Albania 10% $550
Pakistan 29% $199,174  Gabon 10% $416
Portugal 20% $183,272 Morocco 10% $326
Oman 10% $158,074 Haiti 10% $317
Luxembourg 20% $143,277 Tanzania 10% $255
New Zealand 10% $95,324  Guinea 10% $242
Slovakia 20% $91,167 Honduras 10% $189
United Arab Emirates 10% $73,074  Macedonia 10% $181
Serbia 37% $63,007 Mozambique 16% $131
Singapore 10% $61,466  SierraLeone 10% $28
Philippines 17% $56,879

Source: Dakota Institute, White House, Wells Fargo

Importantly, however, the exceptionally high 145% tariff rate—or even the paused rate of 32% —
on Chinese imports may not materialize at full scale. Such steep tariffs could render many products
economically unviable, forcing importers to either absorb costs or seek alternative supply chains. In
practice, businesses are likely to respond by diversifying suppliers, shifting away from heavily tariffed
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goods, or renegotiating sourcing contracts, which could mitigate the actual tariff burden. As a result,
while the projected $82 million in added costs for Chinese imports reflects a theoretical maximum,
the realized impact is expected to be lower as the market adjusts. The full calculation by country for the
estimated cost from tariffs to South Dakota using 2024 import data is illustrated in Table 1. However,
Table 1 likely overstates the actual financial effect. In practice, many businesses are expected to adapt
by modifying their sourcing strategies, switching to alternative suppliers, or implementing supply chain
adjustments that can reduce the actual tariff burden. In addition, future trade deals could lower this
estimate.

An Uncertain Outlook

The upper estimate of $296 million in tariff-related costs on South Dakota’s imports represents a sub-
stantial economic burden, particularly for a state with deep reliance on agriculture and manufacturing.
These sectors depend heavily on imported machinery, fertilizers, and intermediate goods, and such a
sharp increase in input costs could compress margins, reduce competitiveness, and ultimately raise
prices for consumers.

However, the recent 90-day reprieve in U.S.-China tariffs—reducing the tariff rate from 145% to
30%—offers a window of opportunity for South Dakota’s exporters. If maintained, this measure could
improve the affordability of South Dakota’s exports abroad, particularly in China, where retaliatory
tariffs had previously reached 125%. The concurrent drop in China's tariffs on U.S. goods to 10%
further strengthens this temporary opening for key agricultural products.

Additionally, the May trade deal with the United Kingdom, while narrow in scope, signals a potential
shift in U.S. trade policy toward greater strategic alignment with key allies. If further trade barriers are
eased with the U.K. or other partners, South Dakota businesses could see expanded market access
and reduced costs in sectors ranging from automotive parts to value-added agriculture.

Ultimately, the broader impact of tariffs will depend on how well South Dakota’s trade flows comply with
USMCA rules, the permanence of recent trade concessions, and the trajectory of future negotiations.
While the risk of escalating tariff burdens remains, these recent developments provide cautious
optimism for relief and adaptation within South Dakota'’s trade-dependent industries.
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Thirty Years of Change: Dynamics of Income,
Education, Labor, Housing, and Age

Demographic Change I Aaron Scholl

Over the last three decades, South Dakota has seen uneven and striking shifts in its economic con-
ditions, social composition, and demographic profile. Using detailed neighborhood-level data ag-
gregated to county boundaries from the 1990 and 2000 Decennial Censuses, as well as the 2010
(2008-2012) and 2020 (2015-2019) American Community Survey (ACS) five-year samples, this ar-
ticle documents the changing landscape of income, educational attainment, labor market composition,
housing stock, and age structure across the state. While some trends mirror national patterns, the
pace and distribution of these changes vary widely across South Dakota’s counties. In the following
sections, we take a closer look at these five dimensions of life in South Dakota, discussing both the
progress made and the disparities that persist.

Income Trends in South Dakota

Between 1990 and 2020, South Dakota saw considerable increases in both household and per capita
incomes. In nominal terms (i.e., before adjusting for inflation), typical household income rose from
approximately $23,603 in 1990 to $58,431 in 2020. Adjusted for inflation (indexed to 2025
dollars), household income rose from $56,669 in 1990 to $70,810 in 2020, or an increase of 25.0
percent over the last three decades. In per capita terms, nominal per capita earnings increased from
$10,686 in 1990 to $30,169 in 2020. Adjusted for inflation, this translates to a rise from $25,656
to $36,560 in 2020, or an increase of 42.5 percent.

Fig 1: Per Capita and Median Household Income Over Time
Inflation Adjusted 2025 Dollars
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Source: Dakota Institute, US Census Bureau

This growth, however, was not distributed evenly across the state. Aurora County led all counties with
an impressive 98.2 percent increase in real household income—from $39,183 in 1990 to $77,660
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in 2020. Deuel and Marshall Counties followed closely with gains exceeding 75 percent, indicating
substantial economic progress in these rural areas.

Fig 2: Percent Change in Real HH Income, 1990-2020
Inflation Adjusted 2025 Dollars
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In contrast, other counties saw much slower income growth—or even decline. Todd County experienced
a 15 percent decrease in real household income over this period. Haakon County and Jackson County
also showed minimal growth with increases of 0.7 percent and 1.8 percent, respectively, from 1990 to
2020. Focusing on South Dakota’s largest county, Minnehaha County saw increases in real household
income of 6.5 percent over the same timeframe. These county disparities highlight the nature of
economic development across South Dakota and offer a useful lens for evaluating other economic and
social patterns, including education and labor market composition.

Educational Attainment in South Dakota

Educational attainment has increased notably across South Dakota, serving as a key driver of long-term
economic growth and labor market flexibility. The share of adults with no more than a high school
diploma fell from 56.6 percent in 1990 to 38.5 percent by 2020, while the proportion of adults
with a bachelor’s degree or higher rose from 17.2 percent to 28.8 percent over the same timeframe.
Tracking the share of adults with lower versus high levels of education reveals clear progress toward a
more educated workforce across South Dakota’s counties.

Lincoln, Faulk, and Union Counties made particularly strong strides from 1990 to 2020. Lincoln
County, part of the Sioux Falls metropolitan area, saw the largest drop in residents with a high school
diploma or less, decreasing, from 57.5 percent in 1990 to 28.1 percent in 2020. Faulk and Union
Counties followed closely, each cutting their low-education share by nearly 28 percentage points over
the same period.

In contrast, several counties experienced only modest reductions. Mellette County saw the share of
adults with a high school diploma or less fall by 8 percentage points, from 66.3 percent in 1990 to
58.4 percent in 2020. Bennett County showed a similar change, dropping from 60.6 percent to 52.6
percent.
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Fig 3: Change in Population With Bachelor's Degree or More
Percentage Point Change, 1990-2020
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Although the state overall gained more than 10 percentage points in the share of adults with a
bachelor’s degree or more from 1990 to 2020, gains were concentrated geographically. In the Sioux
Falls metropolitan area, Minnehaha County saw college attainment rise from 21.3 percent to 33.1
percent, while neighboring Lincoln County posted the most dramatic increase—from 16.4 percent in
1990 to 37.6 percent in 2020. Beyond the metro core, Brookings, Pennington, and Brown Counties
also saw meaningful increases of approximately 13.0, 10.4, and 8.7 percentage points, respectively,
over the same period.

Labor Market Composition in South Dakota

South Dakota’s labor market has shifted substantially over the past thirty years, reflecting changes
in who is working, what kinds of jobs are available, and how work is structured across the state. Key
indicators—female labor force participation, professional and manufacturing employment, and self-
employment shed light on these compositional changes.

One of the positive trends has been the consistent uptick in the participation rate of women in the
workforce. From 58.4 percent in 1990 to a peak of 65.5 percent in 2010, female labor force
participation dipped slightly to 64.0 percent in 2020, but still reflects consistent long-term growth.
Marshall County posted the most significant gain, with a nearly 19 percentage point increase, followed
by Sanborn and Aurora Counties with gains of over 16 percentage points over the 30-year period.

At the same time, there has been a dramatic increase in the share of residents working in professional
occupations. Statewide, this figure jumped from 21.8 percent to 36.3 percent, more than doubling
over 30 years. Campbell County saw the most dramatic shift, with a gain of over 40 percentage points,
while Ziebach and Corson Counties also saw increases of over 30 percentage points. These changes
point to a shift in the kinds of jobs available in South Dakota, with more people working in business,
healthcare, and other professional services than in the past.
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Fig 4: South Dakota’s Changing Workforce
Employment Shares, 1990-2020

60%
Female Participation
Professional Jobs
40% Manufacturing Jobs
Self-Employment
20%

9% 0% 8%

0%

1990 2000 2010 2020

Source: Dakota Institute, US Census Bureau

In contrast, self-employment declined across the state, dropping from 16.1 percent in 1990 to
8.4percentin 2020. The largest drops were in Deuel, Hanson, and Gregory Counties, each losing over
20 percentage points of the self-employed workforce over the three most recent decades. This decline
may reflect increased consolidation in agriculture and small business sectors, increased barriers to
entrepreneurship, or a growing appeal for salaried employment with benefits and greater stability.

Housing Profile in South Dakota

Housing conditions offer a window into community stability, investment patterns, and demographic
change. Two key indicators—the age of housing stock, measured as the share of housing structures
more than 30 years old, and residential mobility, measured as the share of residents who have lived in
their current neighborhood for 10 years or less, are discussed below.

The housing profile of South Dakota reflects both physical aging and shifting patterns of residential
mobility. The share of housing structures that were more than 30 years old rose from 52.7 percent in
1990 to 73.2 percent in 2020. This increase suggests a slowing rate of new construction, especially
outside high-growth areas. Over time, older housing may become less appealing to new or younger
residents and require greater investment in maintenance, repairs, and upgrades.
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Fig 5: Change in Housing Structures More than 30 Years Old
Percentage Point Change, 1990-2020
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Todd County experienced the sharpest rise in aging housing, with the share of structures over 30 years
old increasing by 53.5 percentage points from 1990 to 2020. Dewey and Bennett Counties followed
closely, each with increases exceeding 43 percentage points, pointing to long-term underinvestment
in housing renewal. In contrast, Lincoln County experienced a decline of 20 percentage points in its
share of old housing, reflecting a boom in new construction and suburban growth.

In terms of neighborhood tenure, residential turnover declined. The percentage of families who had
lived in their homes for less than 10 years fell from 53.9 percent in 1990 to 43.1 percent in 2020,
indicating longer tenures and potentially more stable communities across the state. The greatest
declines were seen in Dewey, Ziebach, and Todd Counties, where residential mobility dropped by 6
percentage points over this period. This may reflect a combination of limited housing supply, rising
housing costs, and fewer affordable options to relocate. Meanwhile, Aurora and Lincoln Counties saw
slight increases in recent movers, possibly reflecting growing job markets and migration into newer
developments.

Age Composition in South Dakota

South Dakota is experiencing a clear aging of the population. The proportion of residents under the
age of 18 declined from 28.5 percent in 1990 to 24.8 percent in 2010, before leveling off at 24.6
percentin 2020. At the same time, the share of residents aged 60 and over across the state grew from
22.1 percentin 1990 to 26.3 percent in 2020, consistent with broader national trends in population

aging.

Ziebach County recorded the most pronounced decline in its youth population, with a drop of more
than 12 percentage points over the 30-year period. Custer and Harding Counties also experienced
double-digit declines, suggesting a potential long-term contraction in their school-age populations.
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Fig 6: South Dakota Aging Population
Population Shares, 1990-2020
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On the other end of the age distribution, growth in the senior population was most pronounced in
counties such as Custer, where the share of residents aged 60 and above rose by 22 percentage points.
Stanley and Sully Counties also experienced significant aging. These patterns may be reflection of a
combination of factors, including the in-migration of retirees, longer life expectancy, or the aging-in-
place of long-term residents.

The share of South Dakota residents aged 75 and older rose more modestly, but still meaningfully, in
some parts of the state. Jones County led this growth with a 6.5 percentage point increase, followed by
notable gains in Haakon and McPherson Counties. Conversely, Hamlin, Hanson, and Lincoln Counties
experienced stability or slight declines in their aged 75 and older populations, possibly due to younger
age structures or the out-migration of older adults.

Where Do We Go Next

Across income, educational attainment, labor market composition, housing, and age structure, South
Dakota has experienced significant changes since 1990. Incomes are up, educational attainment
has improved, and more residents are employed in professional roles. At the same time, housing is
older, populations are less mobile, and the state is aging. These patterns vary widely across counties,
pointing to a need for local solutions that address both the strengths and the challenges facing South
Dakota communities. As the state continues to change in the decades to come, understanding these
local patterns will be key to crafting policies that support sustainable growth.
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How Local Opt-Outs are Affecting Local
Property Tax Rates?

Property Taxes I Kyle Kopplin

Public school districts in South Dakota face a complex set of budgetary restrictions (e.g. recent
minimum teacher salary increases, the state aid formula, etc.) so changes in policy that impact other
potential funding sources may also have implications on school districts. This article gives some
background on property tax revenue “opt outs” in South Dakota in the context of recent law changes,
a cross-section of the most recent fiscal year, and a time series going back more than a decade.

Background on Opt Outs

In short, an “opt out” means that a school district (or other taxing district) determines that it cannot
operate based on the projected property tax revenue so they have the option to collect more revenue
through ‘excess levies'. The typical formula for districts with a revenue cap is to start with amount of
property taxes collected last year, add to that any new taxable property from recent improvements or
expansions of buildings and residences, and add an adjustment for inflation. School district ‘general
funds’ do not have a formal opt out, but other funds financed through property taxes do. The increase
for new taxable property maintains the district’s ability to meet the needs of both existing and new
residents, while the inflation adjustment maintains the buying power of the revenues collected so that
the actual services provided do not diminish due to price increases.

There are three main types of ‘caps’ for property taxes, and South Dakota taxing districts use all three
in different contexts. A revenue cap is on the amount of tax revenue collected (tax assessed value times
millage levy). The most common situation is when assessed values increase over time, as has been the
case in South Dakota, which means millage levies must decrease to not exceed the revenue cap. Arate
or millage cap sets a maximum on the rate at which tax assessed property can be taxed. Rate caps exist
for certain school districts funds, and most of those are uniform across the state. Finally, an assessment
cap is a maximum allowable increase or growth rate for tax assessed valuations. Assessment caps
have been frequently debated in the State Legislature in recent years. Often, multiple types of caps
are used in conjunction with each other as needs change or laws evolve over time.

School district general funds are responsible for regular operating expenses and payroll (e.g. teacher
salaries). These specific funds have rate caps, not revenue caps. So there are state maximum property
tax millage rates but no actual limit on the amount of revenue collected. That means that changes
in assessed value growth relative to the state average (used to set the maximum millage levies)
is an essential nuance to be aware of. School districts with high assessed value growth and the
same maximum millage levy will also have property tax revenue growth, especially relative to slower
assessment growth areas.

Since school districts rely so closely on property taxes to cover costs of public education in South
Dakota, any unexpected changes in costs present challenges when the primary source of funding is
capped or otherwise inhibited. The opt out choice (and other excess levies, in general) can allow for
more flexible financing options for school districts over and above the state aid funding formula and
other sources outside the formula, if agreed upon by the local government and constituents. That said,
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opting out does not necessarily mean a better student experience, and vice versa. Student needs and
district budgets vary for all school districts. Districts that are on South Dakota Reservations are not
subject to the same set of property taxes as other public school districts, which impacts their financing
options and budget decisions.

School districts opt out by a two-thirds vote of the governing board. At the time of announcement,
the board states the amount of the opt out and the term in years. If a petition of 5% of the registered
voters in a district arises within 20 days of the first notice of the opt out, the opt out goes to a simple
majority vote among registered voters. Keep in mind, of course, the number of registered voters varies
across school districts, and some may have more practical challenges completing a petition. Unless
the school district requires additional funds over and above their previous opt out amount, they do not
need to vote again at any point during the specified term. All school districts are currently allowed
to opt out of the general fund limitations. The overall process to opt out is fairly similar, with some
nuance and differences in publicizing requirements, for other taxing districts.

Fig 1: Number of Opt-Out Years Since 2012

Source: Dakota Institute, SD Dept of Education

The map shows the number of opt out years for each public school district since 2012. Opt outs are
less common in West River school districts and in the north-central part of the state, but there are
exceptions in either case. West River school districts tend to be larger in geographic area and often
have more K12 enrollment, which are likely related to each other. Areas with high assessment growth
relative to the state average are less likely to require additional funding through opt outs.

Recent Laws and School District Levies

Property tax changes from this spring’s historic 100th Legislative Session (specifically, SB 216)
further capped district-level assessed valuation growth, capped the types of improvements that can
be taxed, and provided more guidance for financing bonds and capital outlays. Any improvements
to owner-occupied property that increase value less than 40% are not taxable improvements for
the district, but those improvements will still impact individual homeowners’ assessed values. Opt
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outs and/or higher opt out dollar volumes may become more common in the future as a result of the
increased revenue constraints.

This change alters the already complex set of incentives for homeowners. Foremost, the change bene-
fits homeowners at the cost of school districts due to the incentive to invest in home improvements
that cannot be taxed to fund school districts. At the same time, homes with improvements have higher
individual assessed values, and those houses would contribute slightly more to the district level cap
which could provide a small tax break to homeowners who did not do any improvements. That said,
assessed values can increase due to overall quality, condition, and build-up of the neighborhood, so
assessed values can increase for houses who have not done any improvements as well. The qualitative
implications of these changes on any individual homeowner’s tax payment would be situational, de-
pending on their own wealth incentives for home improvements, their neighbor’s wealth incentives,
the school district’s financing needs, total state assessed valuation changes, growth rate differentials
of assessed values across their school district to other school districts, and others.

There are three property types in South Dakota for property tax purposes: agricultural, owner-
occupied, and other. ‘Other’ property is a catchall for non-ag and non-owner-occupied, which typically
implies commercial and/or income generating (e.g. businesses or rental residential units). Capital
outlay levies are assigned uniformly across all property types and are intended to be spent on physical
property, plant, and equipment for school districts. General fund levies in school districts, on the other
hand, are assigned proportionally based on annual state maximums per type (determined by total
state assessed value). This proportionality (and lack of a revenue cap) is unique to general fund levies
in school districts, and the purposes of these funds are broadly related to operating expenses.

Generally, ag has the lowest maximum levy while ‘other’ property has the highest. This means that ag
will pay a higher fraction of their (smaller) overall tax bill toward capital outlays than owner-occupied
or other property, even though the levy (millage rate, per $1,000 of assessed value) is the same for
all types. The same is true for all ‘other levies’ like special education and bonds that are assigned
at uniform rates across property types. Conversely, opt outs toward the general fund are assigned
proportionally to the maximums for each property type. The same is true for many tax increment
financing (TIF) and discretionary levies (when they are not specifically for special education, anyway).
More reliance on capital outlays and ‘other levies’ means changes in the composition of property tax
bills will vary across types for that purpose.

Capital outlay levies have their own quirks and are subject to both a revenue cap and a rate cap. Some
school districts are eligible to opt out of the revenue cap on this specific levy while others are not.
Starting in 2021 (from SB 170 in 2020), schools were capped at collecting up to $3,400 in property
tax revenue per enrolled student for the capital outlay fund, increasing annually at the lesser of CPI
inflation or 3% (or, around $3,900 in 2025 given recent inflation tends). If a school district requires
more capital outlay funds, they are allowed to opt out using an excess capital outlay levy, much the
same as the general fund opt out process.

Excess levies (from opt out decisions) and capital outlay levies are highly correlated, likely due to
legislative changes. Districts that had historically been below the per student revenue cap for the
capital outlay fund that more recently require more funding are not eligible for an opt out of the capital
outlay fund, but they can still opt out of the general fund to meet budgetary needs. That means that
there is a strong inverse relationship between the capital outlay levies and general fund opt outs across
the state. Put differently, many school districts with low capital outlay levies also have general fund opt
outs. This ‘backfilling’ could be more out of necessity than choice, given the change in capital outlay
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opt out requirements relative to general fund opt outs. At the end of the fiscal year, a set fraction of
capital outlay funds can be ‘flexed’ into the general fund. For example, this might happen if there
were budgeted funds for facility improvements that ended up not being spent, so some of those funds
could be used for regular operating costs.

The state aid formula is the primary tool that determines operating budgets for each public school
district. It relies on target student/teacher ratios, teacher salaries and benefits packages, overhead,
and the number of homeschoolers who compete in sanctioned athletics. Other sources outside the
formula are local efforts such as county to school district transfer funds, utility taxes, renewable energy
taxes, and banking franchise taxes. All these outside sources are locally based and vary by district.
The South Dakota Department of Education (SD DOE) has the exact formula with a calculator tool
available on on its site.

With minimum teacher salaries increasing by state law (SB 127 from 2024), the state aid formula
could change drastically for some districts, which would require more reliance on options like opt
outs to compensate. A higher minimum salary is excellent news for teachers and meaningful progress
toward keeping up with neighboring states. However, from the school district finance perspective,
those districts already above the new minimum will not feel this change as much as those below the
new minimum. School districts with historically low teacher salaries may have to share the expense of
higher salaries with residents in the form of opt outs or other excess levies to comply with the new law.
Teachers have a total compensation that is both salary and benefits, and the overall district budget
would need to get larger (e.g. with an opt out) to allow for higher salaries while keeping everything
else constant.

Opt Out Data from Last Year

In the 2024 fiscal year, 62 of the 148 public school districts imposed an excess levy (i.e. ‘opted out’),
totaling almost $34.6 million dollars and averaging more than half a million per opt out district. This is
roughly 2% of all property tax revenue from all taxing districts and about 4% of school district property
tax revenue for all schools. Obviously, the fractions are larger just for opt out districts. Details are in
the Pay 2024 Levies file on the SD DOE Legislature page.

Since needs vary by district, the opt out per student (and opt out dollars in general) will also be different.
In addition, while opting out most likely increases property tax bills across property types, the number
of taxpayers is not directly being controlled for here so there are migrational factors that could be
influential. Simply put, there are households in every school district that pay school district property
taxes but do not use public schools, and that district-specific fraction matters to the interpretation.
For those reasons and others, normalizations per student should not be interpreted narrowly as ‘less
is worse'’ for students or ‘more is worse’ for taxpayers.

Opt out districts have about half of all public students in South Dakota, and opt out dollars translate to
almost $500 per K12 student per opt out year in opt out districts. Opt out dollars are highly positively
correlated with total enrollment, perhaps unsurprisingly, but do not necessarily scale proportionately
in per student terms. Last year, among opt out districts, Brookings 05-1 had the least opt out dollars
per student at $86 while Bowdle 22-1 had the most at $7,778. For the average opt out district across
all property types, 34.6% of their general fund contributions (not the total property tax revenue) come
specifically from the opt out. That proportion can be as low as 2.2% as in Madison Central 39-2 or as
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high as 136.1% (time and a third of the general fund levy revenue) as in Henry 14-2, which depends
on the dollar amount of the opt out relative to the existing tax base.

Total levies start with the general fund maximum levies which vary by property type and are determined
using total state assessed values (1.32 millage points for ag, 2.954 for owner-occupied, and 6.133
for other property). Again, general fund levies for school districts are the only levies for property taxes
that have this proportionality. Then, levies like opt out needs, bond issues, and all the ‘other levies’
(listed below) are added from there. In general, overall total levies have decreased in South Dakota
recently due to the mechanical relationship with market/assessed values to meet revenue caps - as
house prices (and assessed values) increase (above the inflation allowance set by the state), the typical
levy goes down to offset.

Table 1 shows selected summary statistics for total tax levies in school districts from the most recent
fiscal year for the three property types and by opt out status. Opt out school districts naturally have
higher overall levies due to the extra burden of the opt out. That said, the change in the actual tax
payment also depends on assessment growth. The maximum tends to be further away from the
average than the minimum which suggests that the school districts with the highest total levies are
outliers.

Table 1: Summary Statistics for Opt Out Levies by Property Type

Opt-Out No Opt-Out Difference

Total Owner-Occupied Levies

Average Levy 7.443 6.730 0.713

Lowest 4714 4111 0.603

Highest 11.801 10.164 1.637
Total Agricultural Levies

Average Levy 5.242 5.091 0.151

Lowest 2.851 2.476 0.375

Highest 9.918 8.528 1.390
Total Other (i.e. Commercial) Levies

Average Levy 11.698 9.898 1.800

Lowest 8.108 7.273 0.835

Highest 19.025 13.328 5.697

Source: Dakota Institute, SD Dept of Education

The general fund, opt out, and capital outlay levies make up around 75% of the total levies on ag,
82% on owner-occupied, and 88% on other property. The remaining portions of the total levies are
smaller categories designated as ‘other levies’ which include the state special education flat rate levy,
special education TIFs, and bond redemptions. Of course, districts that did not opt out pay 0% toward
funding the opt out since they, well, do not have one.

While opt out districts tend to have higher bond obligations as well as opt out burdens, this is driven
by a few opt out school districts will relatively high bond levies. Conditional on having a bond levy,
the average bond levy is around $0.993 per $1,000. There is quite a bit of variation in the opt out
fractions of taxes paid for different property types from low to high. Among opt out districts, these
fractions range from 0.50% of total levies up to 35.9% (more than a third) for Ag, 0.90% to 45.2% for
owner-occupied, and 1.3% to 50.6% (more than half of taxes paid go to opt outs) for other property.
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Opt Out Trends since 2012

Of the 61 districts that opted out in 2024-2025, half of those have opt out dollars that translate
to less than $1,000 opt out per K12 student, while the other half increase rather quickly up from
$1,000 to almost $8,000 per student. Macro forces play a role. Generally, there was an uptick in opt
out dollars immediately before Covid in all categories, and most schools had lower opt out dollars per
student in 2022 (normalized in real terms to 2024 purchasing power) which is likely attributable to
unexpectedly high inflation that year. The SD DOE Legislature page also has the History-OptOuts-24
file which has opt out dollar volume history going back to 2004. Due to the number of school district
consolidations around the Great Recession, ‘recent’ trends will focus on 2012 and beyond when the
number of school districts has been more stable.

Because the years of the opt out are determined at the onset, it is uncommon for opt outs to be only
one year. In fact, no school district in the last 10 years has opted out for only one year then opted
in the year after. This trend could be ascribed to increasing or unexpected district-level costs that,
once recognized, are factored into the length of the opt out period by the district’s governing body.
Put differently, if the changes in costs are substantial enough to require an opt out at all, they are also
likely large enough to require multiple years of opt outs. Plus, having to specify the opt out amount
and time in years beforehand often means nominal rigidity. That is, most districts receive the same
amount of dollars from year to year from opt outs, but inflation makes subsequent years have less
buying power. For example, Brookings 05-1 has had exactly $750,000 opt out volumes for each of
the last twelve years, but the buying power of the most recent year is only around two-thirds of the
first year given inflation over that time.

Sioux Falls 49-5 and Harrisburg 41-2 are, in enrollment terms, vastly larger than other schools in the
Sioux Falls metro and have the largest opt out amounts (though not in per student terms). Sioux Falls
49-5 reduced its opt out dollar volume by 30% in 2016 for one year before returning to the previous
level. At the same time, Harrisburg 41-2 increased its opt out dollar volume by 50%. These swings
drive much of the overall trend across all districts due to the large dollar volume of opt outs in these
two districts.

These districts plus a few others near Sioux Falls, like Tri-Valley 49-6 and West Central 49-7, totaled
around $16 million in opt out tax revenue, close to half of the entire opt out dollars in the state. For
context, those schools make up around 25% of all students in South Dakota. By contrast, Rapid City
51-4, the second largest district in the state, has not opted out in any year that data is available. That
said, housing market trends in the Black Hills region probably translate to high assessed value growth
relative to the state average and less need for any excess levies like opt outs. Furthermore, student
needs vary across districts so neither opting out nor the dollar volume are indicative of the quality
of amenities provided to students in any of the districts mentioned. An opt out means only that a
school district believes it cannot operate under property tax revenue projections, and there are several
situations, restrictions, and limitations for why that might be the case.

Regential Universities across the state also tend to have some of the largest school districts. As a
results, there are some different needs placed on overlapping districts (e.g. county, city, etc.), and
intergovernmental revenue transfers are common. That said, only Brookings 05-1 and Vermillion
13-1 contain universities within the regential system and have opted out since 2012.
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What To Look For

Opt outs are a commonly used tool in South Dakota school districts as a means to address changes in
budgetary needs. Changes to state law in the last two years from 2025 SB 216 and 2024 SB 127
as well as some others in the last decade may make opt outs even more common as school districts
revenue sources are further restricted and costs are increasing. The exact levies (e.g. capital outlay
versus general fund) that are opted out may influence changes in the fractions of property taxes paid
across property types due to the proportionality in levies toward the general fund for school districts.

Opt out districts tend to have higher total levies, but the overall impact on actual property taxes paid is
jointly determined by changes in assessed values. Higher assessed value growth areas will ultimately
pay more school district-specific property taxes, but that also means that those school districts are less
likely to require opt out dollars to finance their needs. Taken together, the composition of property
tax payments may change due to the relationship between general fund levies, capital outlay levies,
and excess levies (i.e. opt outs), but the change in the total property taxes paid will depend on each
specific school district’s budgetary realities and housing market trends.
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