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Taxation and Public Finance in South Dakota 

by 

E. P.CROSSEN* 

Of the many problems that confront the American people at the pres­
ent time, few are entitled to and are receiving as much consideration an,J. 
study as that of taxation and public finance. 

The proper financing of local and state government is an important 
and serious problem which directly affects the prosperity and happiness 
of all citizens. Taxation has always been a live question. Taxes repre­
sent expenditures for group purposes rather than for the private purposes 
of the specific individuals paying them. Therefore, the benefits and ser­
vices secured through them are not as directly recognizable as are the 
benefits or services secured by private expenditure. Neither is it as easy 
for the individual to determine the merits of any given public expendi­
ture as it is for him to decide whether a private purchase or payment 
will warrant his making the necessary expenditure for it. 

Tax Trend Is Upward 
No proof is needed of the fact that the general trend of taxation 

for the past twenty years has been upward. This upward trend may be 
halted and the total tax in some taxing districts reduced; but, unless 
there is some unlooked for change in the American standard of living 
and a lessening of the demand made upon government to do and pay for 
things that we formerly did and piaid for individually, any reduction will 
be temporary. 

The cost of government, particularly the cost of state and local gov··. 
ernment, is influenced by the habits and standards of living of the people 
supporting the government and by the degree of self control and intelli­
gence used by them in voting on matters of public expenditure. A con­
siderable part of the rise of taxes represents a cost of providing 
improved facilities and additional services which either were thought 
unattainable or were not considered necessary twenty years ago. Fol­
lowing are a few examples: 

The average boy or girl is proceeding farther in schools supporteu 
at public expense than he formerly did. This necessitates additional 
school employees. Not many years ago a much smaller percentage of 
boys and girls finished the high school course, and likewise a much 
smaller percentage went through college. 

Increasing complexity of society continually increases the require� 
ment for more regulation by governmental agencies. 

The increased use of the automobile has created a tremendous de­
mand for improved roads. 

* Acknowledgment is due to property owners in Brookings, Hamlin, Day, Beadle, 
and Pennington counties in supplying income and other data upon which part of this 
study is based ; to Professor R. E. Post, of the Farm Economics Department of South 
Dakota State College, who did much of the preliminary work in connection with this 
study ; to Professor M. R. Benedict, head of the Farm Economics Department, South 
Dakota State College; to Judge B. W. Baer, Director of Taxation, Department of 
Finance, State of South Dakota; and to Mr. Nils A. Olsen, Assistant Chief, Bureau of 
Agricultural Economics, United States Department of Agriculture, for valuable criticisms 
and suggestions. 
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Community, county and state pride leads to increased expenditures 
for civic buildings, court houses, and other indicators of community 
pride and prosperity. 

Certain phases of what were formerly considered private business 
have been taken over by the government. For example we have munici­
pally owned and operated lighting and telephone systems; we have the 
state loaning of money on farm lands; we have a state owned and oper­
ated cement plant and coal mine; and numerous other state activities, 
which were not previously engaged in. 

Along with these, it should be recognized that South Dakota is a 
young state. It has been attempting to provide for itself in a compara­
tively few years a system of schools, of roads and bridges, of public 
buildings, etc., such as have required a hundred years or more to build 
up in many of the older states. 

The problem of taxation is not altogether one of low or high taxes. 
It is also a problem of the equitable distribution of the tax burden and 
of the relation between the improvements and services desired and th'e 
ability of the state to afford such improvements and services. 

Tax Burden Has Been Heavy 
During the years that this study covers, 1919 to 1926 inclusive, 

agricultural returns have been relatively low except in the year 1919. 
Taxes would have been difficult to meet-even if there had been no 
increase in their amount as compared to the pre-war years. Naturally, 
under these conditions, a great deal is said about high taxes, and com­
paratively little consideration is given to the improvements and services 
secured by means of these taxes. There is no special inherent merit in 
performing any given function through public as compared to private 
expenditure. The problem is a practical one. Those things which can 

- be done more efficiently and economically by private activity should be 
so performed. Those things which can be done more efficiently and 
economically by community or state action should be so performed, as­
suming that some reasonable relation between the expense to the indi­
vidual members of the community and the benefits secured by them as 
individuals can be established. 

The problem of taxation is inseparably connected with the whole 
field of public finance, and the proper understanding of it involves a 
study not only of direct taxes as one source of revenue, but of the alterna­
tive sources of revenue, of the spending and custody of public funds, and 
of questions of state and local indebtedness. Consideration of public rev­
enue, public expenditure, public indebtedness, and financial administra­
tion, etc., is no longer the concern of government officials only. These 
questions have come to be of general interest. Year by year, in South 
Dakota as in other states, state and local public expenditures have 
been increasing. The revenue necessary to meet these increased 
public expenditures has come largely from general property taxes 
which have rested heavily upon agriculture, particularly since the 
agricultural depression which began in 1920 and 1921. Per capita 
public indebtedness has increased as a result of such things as 
the financing of highway construction, the undertaking of variouG 



TAXATION AND PUBLIC FINANCE IN SOUTH DAKOTA 6 
---------------------------- ----

state enterprises, the building of new and better schools in many local­
ities in the state, the construction of court houses and other public build­
ings, and as a result of such things as the soldiers' bonus and the rural 
credits system. 

Taxes and Fiscal Administration Related 
Naturally, this has led to a general interest in fiscal administra­

tion. Are the large per capita public expenditures due to inefficiency 
on the part of government officials; are they due to administrative 
expansion; to a more extensive and varied program of social welfare 
work; or to the growing complexity of our economic life? Is the present 
policy of highway building too comp,rehensive and in advance of what is 
warranted by other conditions-growth of population, development of 
natural resources, status of agriculture, etc. ? Is the present educational 
program on a scale greater than the people can afford? These problems 
have prompted this study of the public finances of the state. The pages 
that follow will, for the most part, be devoted to presenting as clearly as 
possible the whole picture of the public finances of South Dakota. In 
the final. pages some principles brought out by various other studies, 
but not necessarily covered in the present study, will be given wherever 
these are generally accepted by students of public finance. It is planned 
that study in this field will be continued in an effort to develop more 
inform ation as to possible improvements in our methods of raising and 
spending public funds. The present bulletin is published at this time as 
a means of informing citizens of the state as to the present organization 
and administration of the state. 

Relation of Taxes and Income 
According to the United States Department of Agriculture, farm 

taxes in the United States increased 140 per cent from 1914 to 1923 , 
whereas the value of farm products increased only 58 per cent. In 
other words, the farmer has been finding it increasingly difficult to pay 
his taxes in recent years. During the same period, total direct taxes 
on all property in South Dakota increased 166 per cent. General prop� 
erty taxes in South Dakota reached a peak in 1920 , but it was not 
until the following year that the farmers in the state found their taxes 
most difficult to pay. In 1921, a combination of high taxes and low net 
income brought about a high ratio of taxes to net income from farm 
property in South Dakota. 

Between 1915 and 1919, direct taxes levied in South Dakota in­
creased very rapidly. Farmers did not find them more difficult to meet 
because the prices they received for their products, or the income out of 
which they paid the taxes, also increased. There was a marked increase 
in the total direct taxes paid in 1920 over those of the year previous, but 
a decrease in the average p,rice3 received for farm products. The year 
1920 marks the beginning of a period, not yet ended, which is char­
acterized by a disparity between taxes that are paid and prices that are 
received. Figure 1 shows that taxes reached a peak in 1920 . They have 
decreased a little from that peak, but have apparently become stabilized 
at a level much higher than that of pre-war years. This is what has 
taken place after every war in which this country has engaged. War 
increases public expenditures and leaves them on a permanently higher 
level. 
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Farm prices had begun to slump, by 1920, and had reached their low­
est point in 1921. This was the most unfavorable year for the farmer 
of the period 1915 to 1925 inclusive. The year 1921 was one of relatively 
high taxes and of low farm income. Beginning in 1922 and continuing 
to 1925, the ratio between taxes and farm prices was becoming more 
favorable; but even in 1925, there was still a wide spread between the 
curve representing taxes and that representing income. Owing to a 
combination of poor crops and low prices in 1926, there is no doubt but 
that this spread would be even greater in 1926 than in 1925. 
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Fig. !.-Indices of direct taxes, farm prices, and population, State of South Dakota, 1915-
1925. 1911-1915 (inclusive) equals 100. 

The same problem is found in other states and is being studied ex­
tensively. The Bureau of Agricultural Economics, United States De­
partment of Agriculture, and several different Agricultural Experiment 
Stations, have either comp,leted or initiated studies of farm taxation 
problems. The question of taxation is of vital concern not alone to . 
farmers and agricultural interests, but to trade and commercial agencies 
as well, and several: of these have been conducting investigational work 
on taxation in its relation to agriculture. Some of the state tax com­
missiO?lS have also made studies of certain phases of the problem. 

The objective of most of this investigational work has been to ascer­
tain the relative ability of different classes of people to pay the higher 
taxes, to find the relation of taxes to rent on agricultural and city real 
estate, to find the relation of taxes to farm and city values, and, in a 
'general way, to establish a relationship between taxes and farm income. 
To aid in providing more information on which to base a constructive 
plan for raising and using the public revenues of South Dakota, the 
Department of Farm· Economics, South Dakota State College, in co­
operation with the Bureau of Agricultural Economics, United States De­
partment of Agriculture, engaged in a study of the problem in South 
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Dakota. The primary aim is to present the facts impartially and in 
such a manner that they will stimulate a more active interest in the 
financial affairs of the state and of the local taxing units. The aim is 
one of education rather than one which advocates or promulgates any 
specific policy of fiscal administration. It is believed that any policy 
that has in view the development of South Dakota along all lines must 
be based upon facts. Finally, it is ·hoped that such an analysis will be 
helpful along with similar studies in marketing, farm management, rural 
sociology, etc., in working out an agricultural program for the state. 

THE METHODS ADOPTED 
Collection of Data.-The material presented in the following pages 

is based upon data that were obtained from both primary and secondary 
sources. Information relating to the net income from farm and city 
property was obtained from farm and city property owners themselves­
largely from farmers, real estate oJerators, banks and holding cor­
porations of banks, and from other property holders. Copies of the 
questionnaire forms that were used are found in the Appendix. The 
information obtained was recorded on questionnaire forms by enumer­
ators sent out from the Department of Farm Economics, South Dakota 
State College. 

Time and the funds available did not permit the making of a de­
tailed study of all counties in the state. Certain representative counties 
were selected and it is believed that the results are not much different 
from what would have been obtained had a state-wide survey been 
made. Five representative counties were selected-Brookings, Hamlin, 
Day, Beadle and Pennington counties. Brookings county is in the corn 
area in South Dakota; Hamlin county has a number of consolidated 
schools ; Day county is representative of the spring wheat producing 
area; Beadle county has' as its county seat, the city of Huron, and is 
representative of the type of farming carried on in that part of the 
state. These four counties are east ·of the Missouri River. Pennington 
county is fairly representative of the type of farming carried on west 
of the · Missouri River. It is believed that these five counties give a rep­
resentative picture of various sections of the state; and, since they are 
not specifically selected, are believed to reflect accurately taxation con­
ditions in the state. Table !.-NUMBER OF FARMS IN COUNTIES STUDIED FARMS COVERED IN SURVEY. 

l:All Counties! 
1925 ___ __\ I Census, 8002 I Survey ----------- 1 

I 
164 

,' 

Per cent survey isl 
l of Census -------! 2.0 

I 

Beadle 
1771 85 

2 �o 

I I / Brookings 1
1 

I 2014 I 
I 30 I I 

I 1.5 I 

Day 
1933 48 

2.4 

AND NUMBER OF 
I Hamlin I Pennin�ton 

1096 I 1188 31 I 20 
2.8 I 1.7 

The average size of farm selected was smaller than the average size 
of farm reported by the census of 1925 for all farms in the state. Com­
parison between the average size and the average value of farms ac­
cording to the 1925 census and the survey is made in Table II. The 
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�.verage size of farm selected in the survey was 302 acres, whereas the 
average size of all farms in the same counties according to the United 
Btates census in 1925, was 367 acres. In all cases, the owners put a 
higher valuation per acre upon their land than the census figures show. 
This is particularly true in Pennington county, where the owners' val­
uation was almost three times that of the census valuation per acre. 
The average valuation per acre, according to the survey, was $62.05, 
and according to the census, $47.29. The survey apparently covers 
farms having a somewhat higher degree of development than the aver­
uge for the counties in which they are located. 
Table IL-AVERAGE ACREAGE AND VALUE OF RENTED FARMS IN SOUTH 

DAKOTA, ACCORDING TO 1925 CENSUS, CO;MP ARED WITH 

Countx 

Brookings -------- ! 
Day --------------
Beadle ------------

, Hamlin ---- -------
Pennington _______ 

Av. of all counties-I 

SURVEY FOR 1925, BY COUNTIES. 
Census, 1925 I I 
I 

Number I Average 
of acreage 

farms per farm 
I 

l 
2014 232.9 
1900 307.4 
1771 369.2 
1096 269.4 
1 188 655.3 

8002 I 366.8 

I 
r I Average I value 

per acre 
I I I  

!I 
70.97 
40.89 
53.07 
58.37 
13.16  

47.29 I I 
I I  

Number 
of 

farms 

30 
48 
35 
31 
20 

164 

Survey, 1925 
I 

I I Average I I acreage 

I 
per farm I 

I I 
I 223.7 I 240.4 
I 241.0 I I 196.1 

610.4 

I 302.3 I 
I I 

Average 
value 

per acre 

90.66 
51.01 
64.05 
66.97 
37.57 

62.05 

The taxes and the assessed valuations of the farms and city prop­
erties studied were obtained from the county auditors of the five coun­
ties named. Much of the rest of the mat�rial p eescnted is based upon 
th(l annual and special reports of state departments , boards, and C(Jm­
missions.* 

. Many farms are rented on a share basis in South Dakota, making it 
more difficult to arrive at the net income before deducting taxes, than 
in the case of cash rented farms. Share rent was, howevE r .  converted to 
a cash rent by multiplying the share of product going to the owner by 
1·epresentative farm prices. Rented property was selected in order that 
the owner's income might the more readily be obtained. Moreover, 
according to the United States Census of Agriculture 1925, as many as 
�11h per cent of the farmers in the state that year were tenants. In 
order to arrive at the property owner's net income befol'e paying taxes, 
the following deductions and allowances were mad�. From the gross 
income of city property, depreciation at the rate of 3.4* ;, per cent on 

*The writer has brought this information together in an endeavor to show any inter· 
relations-hips, and to present a general picture of the whole subject of public finance 
as it relates to South Dakota, rather than a more detailed analysis of any part of it. 
He wishes to acknowledge his thanks to all those who so kindly contributed of their 
time and services and in that way made this report possible. 

Similar studies to this have been or are being carried on by other Agricultural Ex­
periment Stations. The Bureau of Agricultural Economics, U. S. Department of Agri­
culture, has done a great deal to coordinate the work in the various states by giving 
valuable advice and suggestions as to methods of analyzing the data collected. The 
methods of analysis followed in this report are largely those adopted in other states at 
the suggestion of the Bureau of Agricultural Economics. 

* *This figur� was arrived at through conference with representatives of the U. S. 
Bureau of Agricultural Economics, · and was considered to be representative of usual 
costs under this heading. 
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the owner's valuation of buildings was allowed, besides any water, light, 
or other special charges. The following deductions were made from the 
gross income of farm property in order to obtain the net income before 
paying taxes : A depreciation allowance of 3.4 per cent of the owner's 
valuation of buildings and 8 per cent on his valuation of the fences ; any 
seed supplies by the owner, and any threshing, marketing, or other 
special charges such as insurance paid by the farm owner. 

A distribution of the tax dollar, according to the levying jurisdiction 
anrl according to the purpose for which spent, was obhdned by applying 
the various tax levies in each county to the assesseJ valuation of the 
farm and city property selected. 

Presentation of the Data.-The following pages have been written 
with the idea that those wlio read them will be more interested in broad 
general principles rather than in a detailed analysis of any one p};ase 
of the public finances of the state. It was thought well, �he ref ore, to 
present the whole picture within the limits of one report, rather than 
a part of that picture analyzed in some detail which might interest a 
smaller number of people. In that way, it was possible to consider the 
whole subject of public finance as it relates to S:mth Dakota--publie: 
reverues, public expenditures, public indebtedness, and fiscal adminis­
tration. The field is so comprehensive that time and the facilities avail­
able permitted only a general study of any one phase of it. 

SO URC ES OF STAT E AND LOCA L R EVEN U E  
Sources of State Revenue. -Just as an individual derives his in 

come from various sources-from wages or a salary, from profits from 
his business, from interest on any of his investments-so the state and 
local governments derive their revenue or income from various sources. 
Taxation is the bulwark of both the state and local systems of public 
.revenue in South Dakota, but is by no means the only source of revenue. 
The state derives its revenue from various sources ; from taxes ; from 
the Fe<leral government; from fees; from state enterprises ; and from 
miscellaneous sources. Figure 2 represents in graphic form the relative 
importance of the various sources of revenue fer thE:: state government 
only. The sources of local revenue-including the county, the township, 
the school district, and the municipality-will be discussed later. 

Income From Taxes.-The state gets about 52 per cent of its reve­
nue from taxes. This includes the general prop,erty tax and the various 
special and excise taxes. The most important tax is the general prop­
erty tax. From a fiscal standpoint, however, it has decreased in im­
portance from the early part of the period, 1919 to 1926 inclusive. In 
1919, as much as 45 per cent of the total state revenue was derived from 
the general property tax. By 1 921, the revenue from this source had 
decreased to 36 per cent of the total revenue received by the state gov­
ernment, and by 1923, to 29 per cent. During the p,ast three years, the 
general property tax has yielded, on the average, 26 per cent of the 
total state government revenue. Important as it is as a source of state 
revenue, it is even more important as a source of local revenue. It is, 
therefore, discussed in some detail later on under the latter heading. 

Table III gives the assessed valuation of the various classes of prop­
erty in South Dakota during the years 1919 to 1926, inclusive. 



Table III.-FINAL VALUES OF ALL PROPERTY BY CLASSES !N SOUTH DAKOTA FOR THE YEARS 1919 TO 1926, INCLUSIVE 
(IN MIL LIONS) 

I 
Year 

/ 
I 

1919 __  1 
1 920 __  
1921-_ 
192 2  __ 
1923 __ 
1 92 4-_ 
1925 __ 
1 92 6  __ 

I 
8-year

) Av. --

General Property 

Real Estate 

Agricu 1 tural 
Land 

City I 
Real Estate 

Mineral 
Lands 

Total 
Real Estate 

!' % of I 
Total I total I Total 

1 .363 I 65 .1 1 48 
1 ,548

1 

68 .5 1 57 
1 ,4 44 70.0 155 
1,397 70.6 1 53 
1,377 I 10.9 112 
1,306 I 69.6 1 6 4  
1,306 69.6 1 6 6  
1 ,2 4 6  I 69.o I 1 65 

69.2 I 

% of 
total 

% of 1 I Total I total I Total 
% of 
total 

7.0 1 6 
6 .9 1 5 
7.5 12 
7.7 12 
8 .8 12 
8.7 12 
8.8 

1
1 1  

9.1 �o 

) 8 .1  I 

I 0.7 1 ,526 72 .8 
0.7 1 ,719 76.1 
0.6 1,611  78.0 
0.6 1,562 79.0 
0.6 1,5 60 80.3 
0.6 1,482 78.9 
0 .6 1,4 82 79.0 
0.6 1,421 78. 7 

I 0.6 ! I 77.9 

Personal Property 

Personal 
Property 

Money and 
Credits 

I I 

\ 
Total 

320 
300 I 
236 
213 
171 
192 
189 
180 

I 
% of 

I total Total 

1 5 .3 l 1 1 1  
13.3 I 105 
11.4 80 
10.8 66 

8.8 73 
10.2 71 
10.1  77 
10.0  74 

11 .2 

I I 

I

% of j 
total I 

I 5.3 I 
I 4.6 I 

3.9 
3.3 
3.8 
3.8 
4 .1  
4.1 

4.1 

Total 

General 
Property 

I 
State Assessed 1 I Public Utility i All 

Property !Property 

I I 

'
1 

% of
'

I 

Total 

1.957 
2,12 4  
1,007 
1,840 
1 ,804 
1,745 
1,748 
1 ,675 

I % of 
I total Total total 

138 I 6 .6 I I 93.4 
I 94 .o I 134 I 5 .9 I 

93.3 
93.1 
92.9 
92.9 
93.2 
92.8 

I 93.2 I 

138 I 6 .7 I 137 6.9 
137 I 7.1 
131 I 7.0 
128 6.8 
131  7.2 

I 6 .8 I 

2,095 
2,258 
2,065 
1 ,977 
1 ,941 
1 ,876 
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Supplementi ng the general property tax as a s ource of s tate rev­
en ue i n  South Dakota are vari ous s peci al or excis e taxes , the mos t i m­
portan t of w hi ch are the motor f uel tax, the motor vehi cle li cens e tax, 
and the ci garette tax. The motor f uel or gas oli ne tax is the s econd 
mos t i mportant s ource of s tate revenue. Duri ng the pas t fis cal yea r 

.!?.£/YI 

_ds_ 
lffT£1?.l'SI 

Z5 % 

TAXES 
SZ % 

Fig. 2.--:---The percentage distribution of the sources of state revenue in South Dakota for 
the fiscal year ending June 30, 1 926. 

i t  prod uced almos t tw� mi lli on d ollars of s tate reven ue. The fi rs t  gas o­
lin e  tax i n  South Dak ota became effecti ve on and af ter January 1, 1922 . 
It w as a tax of one cen t a gall on and f or the latter half of the fis ca l 
year endi ng Jun e 30 , 1922 , yi eld ed $ 146,0 90 .  A law approved March 12, 
1923 , rais ed the tax on gas olin e to tw o cen ts a gallon. This law became 
eff ecti ve on and after July 1, 1923 , and f or the fis cal year endin g Jun e 
30 , 192 4, yi eld ed $ 918, 8 52 .  The tax on gas oli ne w as again rais ed on e 
cent by a law w hi ch became eff ecti ve on and af te r  July 1, 192 5 .  F or 
the fis cal year ending June 30, 192 6, the three- cen t f uel tax yi eld ed 
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$1,957,495. At the twentieth session of the state legislature which met 
during the winter of 1927, the motor fuel tax was raised to four cents. 
The revenue from the additional one cent will go into the general fund 
to provide sinking fund for and to pay interest on state highway bonds. 
This was formerly paid by state levy. It is estimated that the addi­
tional one cent gasoline tax will make available between $750,000 and 
$800,000 for this purpose annually. 

South Dakota has a relatively high motor-fuel tax of four cents a 
gallon. Seven other states had as large, or larger motor-fuel tax at the 
end of the calendar year 1926. Arkansas, Florida, Mississippi, Nevada, 
and North Carolina, were the other states having a four-cent motor-fuel 
tax. Virginia had a four and one-half cent gasoline tax, and Kentucky 
a five-cent tax. Three states had a three and one-half cent tax; seven 
states, three cents; one state, two and one-half cents; twenty-two states, 
two cents; and two states, a one-cent tax. Four states in the Union­
Illinois, Massachusetts, New Jersey, and New York, had no motor fuel 
tax at all. Illinois and New Jersey, however, adopted motor fuel taxes 
in 1927. The motor fuel tax is a significant source of state revenue in 
South Dakota. During the fiscal year ending June 30, 1926, it pro­
duced $2,296,495, or about 13 per cent of the total revenue of the state 
government.* 

The motor vehicle license tax is the second most important special 
or excise tax in South Dakota. For the fiscal year ending June 30, 1926, 
it produced one and one-quarter million dollars revenue or 7% per cent 
of the total state revenue that year. This does not represent the entire 
collection for the registration of motor vehicles. The state receives only 
52 per cent of the money so collected-50 per cent goes to the State 
Highway Commission, and 2 per cent to the Secretary of State for ad­
ministration expense and to defray the cost of license plates. The re­
maining 48 per cent of the revenue so derived goes to the county making 
the collection. 

Motor vehicle license taxes are based upon manufacturers' weights 
in the case of passenger cars in South Dakota. The registration tax 
ranges from $13 annually for the lighter cars to $35 for cars weighing 
4,000 pounds. All motor cycles, with or without side cars, pay an an­
nual license fee of $5. In the case of motor trucks, registration taxes 
are based upon carrying capacity. The annual registration tax ranges 
from $15 for trucks or commercial cars having a carrying capacity of 
less than one ton, to $75, for those having a capacity of three tons or 
over. There is no general p,roperty tax on motor vehicles in South Da­
kota. It is well to point out, however, that motor vehicles are assessed 

•Not all motor fuel that is consumed in South Dakota is taxed. That which is used for operating and propelling stationary gas engines, tractors for agricultural purposes, motor boats, lighting, heating, cleaning, or dyeing, or other similar commercial uses, is exempt from taxation. A bill was passed at the twentieth session of the state legislature during the winter of 1927, which provides for the collection of motor fuel taxes. This law requires each dealer in motor-vehicle fuel in South Dakota to render monthly re­ports to the state auditor and state treasurer, giving the number of gallons of gasoline in his possession, and all motor-fuel received by him from any source whatsoever, during the month preceding the time when the report is rendered. The tax as shown by the report is payable to the state treasurer. This new law will make it easier for the !ltate treasurer to enforce collection. It should also make for lower administrative cost!! as not so many records will be necessary and the checking of dealers will be easier. 
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and taxed as any other personal property, if not duly registered and 
licensed by May 1 of any year.* 

The third most important special or excise tax is the tax on cigar­
ettes and cigarette papers or wrappers and tubes that are sold in the 
state to consumers. During the past fiscal year the cigarette tax con­
tributed approximately 2 per cent of the total state revenue. The 
cigarette tax in South Dakota became effective July 1, 1923. The tax 
ranges from a half of one cent on cigarette papers to 8 cents a package 
on expensive cigarettes. On the cheaper and more popular brands the 
tax is 3 cents a package. 

These stamp taxes are paid to the state treasurer and from July 1, 
1923, to July 1, 1925, were credited to the general fund of the state. 
From July 1, 1925, to July 1, 1927, the revenue derived from such taxes 
was credited to a special building fund for the purpose of erecting per­
manent buildings at the state educational institutions that are under 
the control of the Board of Regents. The buildings so designated by the 
Board of Regents with the consent and approval of the Governor were 
as follows : A library at State College, Brookings; a physical education 
building at Northern Normal, Aperdeen; a gymnasium and auditorium 
at the School of Mines, Rapid City ; and an armory at the State Uni­
versity, Vermillion. During the fiscal year ending June 30, 1926, cig­
arette stamp taxes and cigarette license taxes yielded approximately 
$340,000-the former, $317,000, or 93 per cent of the total revenue so de­
rived, and the latter $23,000, or 7 per cent of the total revenue. This 
revenue will continue to go to the special building fund until April 1, 
1928, when it will revert to the general fund. It is expected that the 
time and revenue before that date will be sufficient to complete the 
building program indicated above. 

In addition to general property taxes, the motor fuel tax, the motor 
vehicle license tax, and the cigarette tax, there are a number of other 
taxes. These miscellaneous taxes contributed 3 per cent of the total 
state revenue during the fiscal year ending June 30, 1926. The most im­
portant of these is a tax on insurance companies which are called upon 
to p,ay into the state treasury each year as taxes, 2% per cent of the 
gross amount of direct and reinsurance premiums received in this state 
during the preceding year. During the fiscal year ending June 30, 1926, 
the proceeds from this tax amounted to $344,642. Moreover, all fire 
insurance companies doing business in the state pay to the commissioner 
of insurance as taxes, one-half of one per cent of the gross premiums 
they receive. This tax is for the purpose of defraying the expenses in­
curred by the state fire marshal in the execution of his duties. During 
the fiscal year ending June 30, 1926, the state fire marshal tax yielded 
$18,851. 

Next in financial importance among the miscellaneous taxes, is the 
state inheritance tax. This is not a property tax, but a tax upon the 
right of succession. The inheritance tax is under the supervision of the 
Director of Taxation, who determines the amount. The basis used in 

*It has already been mentioned that motor fuel taxes in South Dakota are relatively 
high. The same can be said of motor vehicle license taxes. On a typical car license 
taxes in South Dakota were exceeded' in 1926 by those of only twelve other states. 
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co mpu ting the rate is the net valu e o f  the pro perty, trans ferred. A 
pro gress ive rate is pro vid ed ranging fro m o ne per cent o n  pro perty l eft 
to direct heirs , u p  to 20 per cent o n  fou rth cl ass pro perty l eft to coll at­
eral heirs o r  s trangers . Liberal exemptio ns are allo wed to direct heirs , 
and, even in the cas e  o f o thers , the rate is no t excess ive. Du ring the 
fis cal year end_ing Ju ne 30 , 1926, the inher itance ta x yiel ded $ 160 , 197 . 

In 1919 the s tate l egisl atu re made a s eparate cl ass ificatio n fo r 
mo ney and credits , su bj ecting them to . a l evy o f  three mills o n  the doll ar 
o f  assess ed valu atio n. T his was a lo wer rate than that appl ied to tang­
ibl e  pro perty. By mo ne� and credits is meant gol d  and s il ver co in, gol d  
certificates , s il ver certif icates , Unite d States no tes , Natio nal bank no tes , 
Federal Res erve no tes , and m is cellaneous curr enc y in circul atio n, to ­
gether with all rights to receive su ch mo neys o r  o ther valu abl e  things 
as , fo r exampl e, bank depos its , annu ities , etc . As was expected, the 
Mo ney and Credits Act o f  1919 resul ted in a l arge increas e in the amou nt 
o f  su ch pro p.e rty that was l is ted fo r taxatio n. T here was appro ximate­
l y  50 per cent increas e in the amoun t o f  perso nal pro perty l is ted fo r 
taxatio n in 1919 as co mp ared with the year previou's .  As mu ch as 40 
per cent o f  the increas e in perso nal pro perty was du e to the l is ting o f  
mo ney and credits fo r taxatio n, in 1919. Mo reo ver the nu mber o f  per­
so ns who fu rnis hed a l is t  o f  mo ney and credits p,ro perty, increas ed o ver 
600 per cent du ring the firs t year the act was in effect. In 1923, the 
rate was rais ed t fou r  mills o n  the doll ar. T he mo ney and credits 
tax, ho wever, is no t important fro m  a fis cal s tandpo int. Du ring the 
fis cal year ending Ju ne 30 , 1926, the s tate revenu e so derived amou nted 
to $7 3, 8 16. 

Express co mpanies are requ ired to pay a gross earnings tax o f  5 
per cent o n  all su ms earned o r  charged fo r bus iness do ne within the 
s tate. Du ring the abo ve fis cal year, the s tate go vernment derived $ 1 3, 282 
fro m  this sou rce of revenu e. A bank s to ck tax and tel epho ne tax co n­
tribu te l ess than o ne per cent o f  the to tal s tate revenu e. T here are no 
taxes ass ess ed agains t co rpo ratio ns do ing bus iness in this s tate, except 
u po n  pro perty o wned by su ch corpo ratio ns . 

Income from Re nt a nd Interes t.-T he receipts fro m the rent o f  in­
ves tment pro perties hel d by the s tate, and interes t o n  the various fu nds 
o f  the s tate go vernment rank next to taxes as a sou rce o f  revenu e fo r 
the s tate. T he Bu reau o f  the Census , U. S. Department o f  Co mmerce, 
po ints ou t that whil e all s tates o n  the average received 41h per cent o f  
their to tal revenu e in this way du ring the pas t three years , Sou th 
Dako ta has received o n  the average 25 per cent o f  her to tal revenu e each 
year du ring the pas t t hree years fro m  this sou rce. Rent and interes t 
is an impo rtant sou rce o f  s tate go vernment revenu e in the wes t, no rth 
central and the mou ntain s tates , bu t Sou th Dako ta is the mos t  favo red 
s tate in the Unio n in this res pe ct. Five per cent o f  thi.s amou nt is in 
the fo rm of rent o f  inves tment pro perties , and 20 per cent is received 
as interes t o n  s tate fu nds . Interes t and o ther inco me fro m s chool and 
pu bl ic l ands co ntribu te appro ximatel y  three- fou rths o f  the to tal revenu e 
u nder this general heading. 

In 18 8 9, Co ngress s et as ide certain l ands in the State o f  Sou th Da­
ko ta fo r edu catio nal and pu bl ic bu il ding pu rpos es .  When this l and is 
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sold the money is placed in various permanent funds to be kept intact 
-only the interest from such funds to be spent. The interest on these 
p,ermanent funds is an important source of revenue for the state and is 
spent on educational, penal, and charitable institutions. Thus, there is 
a permanent fund built up from the proceeds received from the sale 
of land that was originally set aside for the support of the common 
schools of the state, the College of Agriculture and Mechanic Arts, the 
State University, the Normal �chools, and other educational and char­
itable institutions in the state. 

The money derived from the sale of public and school lands is di­
vided among organized counties of the state in proportion to population. 
The counties hold and manage such moneys as trust funds, investing it 
in first mortgages upon good improved farm land within the state, in 
bonds of school corporations within the state, or in bonds of the United 
States or of the State of South Dakota, or of any organized county, 
township, or incorporated city in the state. The interest on the perma­
nent fund which is invested in these various way§!, is apportioned 
to the common school districts and to the different state institutions 
upon the basis of school population. 

South Dakota has benefitted by the experience of states farther 
east. Some of the land donated by the federal government in eastern 
states had been sold for less than two dollars per acre. Fortunately, 
there were those in South Dakota who fought to have these lands pre­
served. The state constitution declares that no land shall be sold for 
less than the appraised value and in no case, for less than ten dollars 
an acre. Further, that not more than one-third of the school lands 
were to be sold during the first five years, and not more than two-thirds 
during the first fifteen years after statehood. Owing largely to these 
provisions, there is now more than fourteen million dollars in the perma­
nent school fund, and in addition, there are still two and three-fourths 
millions of acres of common school, public buildings, indemnity, and en­
dowment land, in the state, unsold. 

It might be of interest to define what is meant by indemnity land. 
Upon the admission of each state into the union, sections numbered 16 
and 36, in every township, were granted to such state for the support of 
the common schools. In cases where this land was pre-empted or home­
steaded, before the land was surveyed, or when such land was included 
within a military, Indian or other reservation, other lands were appro­
priated and granted for school purposes. The land so appropriated o:r 
granted in lieu of sections 16 and 36, is called indemnity land. 

In addition to the income from the sale of school and public lands 
and interest on the permanent funds set up through their sale, further 
revenue is derived from the leasing or rental of such lands remaining 
unsold. Since the agricultural depression in 1920 and 1921, however, 
the income from this source has fallen off considerably. During the 
years 1920 to 1922, inclusive, many contracts involving the purchase of 
school and public land, were cancelled, and the title to the land has either 
been voluntarily surrendered or cancelled. This has naturally tended to 
decrease the amount of revenue derived from this source. 
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The remaining revenue under this general heading comes largely as 
interest on state sinking funds and public trust funds. A small pro­
portion is also derived from interest on investment funds and invest­
ments, and on current deposits. 

Income from Federal Aid.-Eleven per cent of the total state revenue 
is received from the federal government. According to the annual re­
port of the State Auditor, the State of S.outh Dakota received $1 ,895,777 
from the federal government during the fiscal year ending June 30, 
1926. Table IV gives the purposes for which this federal aid was 
granted in the state. 
Table IV.-PURPOSE FOR WHICH FEDERAL AID WAS RECEIVED BY THE STATE 

OF SOUTH DAKOTA FOR THE FISCAL YEAR ENDING JUNE 30, 1926. 

Purpose of Federal Aid Amount Received by State 
Highways -----------------------------------$1 ,654 ,563 
Land Grant Colleges ------------------------- 95,051 
Co-operative Extension Work ---------------- 66,176 
Agricultural Experiment Stations ------------ 50,000 
Welfare Work ------------------------------- 29,924 

Mineral Leasing ----------------------------- - 63 
TotaL__________________________ $1 ,895, 777 

Per Cent of Total 
87.2 

4.9 
3.5 
2.7 
1.6 

_ 0.1 
100.0 

The federal government inaugurated a policy of federal aid to the 
state and local governments in the buildiI!g and rebuilding of roads by 
passing the Federal Aid for Roads Act in 1916. The general idea of the 
act was that the federal government would match every dollar expended 
by the states in any sound project of road building. Under a new act, 
approved in 1921, called the Federal Highway Act, federal aid is now 
extended to two classes of highways-primary or interstate roads, and 
secondary or inter-county roads. Federal aid to highways is distributed 
by the federal government on the basis of population, area, and mileage 
of mail routes in the different states. 

During the past fiscal year, 87.2 per cent of the total federal - !:I.id 
received by the state was for highways. Eighty-five and one-half per 
cent was received under the Federal Aid for Roads Act of 1916 and the 
Federal Highway Act of 1921. One and seven-tenths per cent was re­
ceived under provisions in Chapter 192, Federal Code, 1908, which appro­
priates a certain amount each year for the benefit of public schools and 
roads in counties having lands belonging to the Federal Forest Reserve. 

Under the Morrm and Smith-Hughes Acts, South Dakota State 
College of Agriculture and Mechanic Arts received last year $95,051 ,  or 
4.9 per cent of the total federal aid received by the state. The first 
Morrill Act was passed in 1862. It set aside certain public lands as an 
aid in establishing and supporting colleges for instruction in agricul­
ture and mechanic arts. The Smith-Hughes Act of 1917 provides fed­
eral aid to high schools for the purpose of paying one-half the expense 
of instruction in agriculture ; for instruction in home economics, agricul­
ture and industries in state institutions, and for instruction in home eco­
nomics, trades and industries, in local high schools. 

The Smith-Lever Act of 1914 makes provision for co-operative ex­
tension work in the state. During the past year $66,17H was received 
from the federal government for this purpo"5e. Extension work consti-
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tutes the third most important purpose for which federal aid was re­
ceived. Last year it amounted to 3.5 per cent of the total federal aid 
recerved. 

Under the Hatch, Adams, and Purnell Acts, the Agricultural Exper­
iment Station at Brookings received last year $50,000 or 2.7 per cent of 
the total federal aid received. 

Under the provisions of the Hatch Act, which was passed in 1887, 
Congress appropriates $15,000 for each Agricultural Experiment Sta­
tion in a state. 

The Adams Act was passed by Congress in 1906. This Act gave to 
each state $5,000, with an increase of $2,000 annually for five years 
until the appropriation reached $15,000, for the support of Agricultural 
Experiment Stations. 

The Purnell Act was passed by Congress in 1925, for the purpose 
of increasing the amount now appropriated by the federal government 
for experimental purposes under the Adams and Hatch funds. Last 
year, $20,000 was received by the state under the Purnell Act. This is 
to be increased $10,000 annually until the sum of $60,000 is reached. 

The St�te received $29,924 as federal aid for welfare work last year. 
The Sheppard-Towner Act was passed in 1921. Under the provisions 
of thi� act, Congress appropriates money each year for the promotion 
of welfare work in connection with maternity and infant hygiene. 
Eleven thousand seven hundred dollars were granted to the Soldiers' 
Home at Hot Springs lai:-:t year hy the federal government. In 1920 the 
Industrial Rehabilitation Act was passed which offered federal aid to 
the states for vocational :rehabilitation of disabled persons. 

The Mineral Leasing Act of 1920 authorizes the Secretary of the 
Interior to lease lands owned by the U. S. Government which contains 
deposits of coal or other minerals. Thirty-seven and one-half per cent 
of the royalties or rentals so received are to be paid to the state in 
which such land is located. Federal aid received under this act amounted 
to only $63 in South Dakota last year. 

The State of South Dakota receives two classes of federal aid. In 
the first place, there is that federal aid which is not conditioned upon 
a like contribution by the state. This includes federal support for the 
Agricultural Experiment Station at Brookings under the Hatch, Adams, 
and Purnell Acts, and the support of South Dakota State College of 
Agriculture and Mechanic Arts under the second Morrill Act of 1890, 
and the Nelson Amendment of 1908. This class M federal aid amounted 
to $144,624 or 7.7 per cent of the total federal aid received by the State 
of South Dakota last year. 

In the second p,lace, there is that class of federal aid which is con­
ditioned upon the contribution of a like amount by each state that avails 
itself of this aid. It is commonly spoken of as the "fifty-fifty system". 
It includes the federal aid received under the Smith-Lever Act for co­
operative agricultural extension work; that which is received under the 
Smith-Hughes Act for vocational education ; and that received under 
the Federal Aid for Roads Act of 1916, and the Federal Highway Act 
of 1921, for highway construction. This is the more important class of 
federal aid and last year in the State of South Dakota it amounted to 
$1,751,153 or 92.3 per cent of the total federal aid received. 
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I ncome f rom Fees.-The fourth most important sour ce of state r ev­
enue is that of departmental fees-or amounts coll� cted as compensa­
tion for services r endered by state departments. Fees are to be dis­
ting uished fr om taxes. The latter ar e compulsory and ar e paid by the 
individual for g ener al or common uses. Althoug h the payment made 
does not bear any direct r elation to the benefit conferred on the indi­
vidual paying the tax, ther e is some r elationship between the taxes 
paid and the benefit conferred collectively. Fees, on the other hand, 
ar e semi-compulsor y. They are paid on the occasion of some specific 
activity, and there is some r elationship between the amount of the fee 
and the cost of the service render ed, or of the benefit conferr ed upon the 
individual. Thus, fish and game license fees ar e among the more im­
portant fees fiscally. They ar e semi- compulsory; that is, if a per son 
wishes to hunt or fish, he m ust obtain a license and pay the license fee. 
Thus, fees may be charg ed not only for fiscal reasons but for the pur ­
poses o f  protection t o  per sons and property or for r eg ulation. Of such 
char acter are business fr anchise fees and var ious license fees like 
peddlers' and dealers' license. Fees may also serve the purpose of de vel­
opment and conser vation of natur al r esources. An example of such fees 
would be · those paid to the Depar tment of Agr icultur e for its var ious 
activities, such as oil inspection, hotel inspection and stock food inspec­
tion. 

Corpor ations doing business in this state ar e r equired to pay c har ter 
fees r ang ing from $ 5  for cor por ations org anized without capital stock 
to $ 300 for cor porations with an author ized capital stock of over five 
million dollars. For eig n corpor ations with a capital stock of not in 
excess of $ 25,000 are also r equired to pay a fee of $ 25. 50, for certificate 
of author ity and appointment of ag ent to do business in this state. For 
each additional $ 1000 of capital stock in excess of $ 25,000, which is em­
ployed, for eig n corpor ations are required to pay $ 1  mor e in fees. For­
eig n  corpor ations are also r equired to file annual r eports accompanied 
by a fee of $ 2. 50 .  

S ome of the state officers are  larg ely on a self-supporting basis 
financially because of the fees charg ed. S uch is the office of the S ecre­
tar y of S tate. Among such fees ar e th-ose paid by persons tak ing state 
office exami nations for positions in such state departments as B ank ing 
and Finance, or Audits and Accounts. The income of this depar tment 
a lso comes fr om var ious other fe es of similar type. 

Fees ar e becom ing of less importance as a s ource of state r evenue 
in S outh Dak ota. Dur ing the past fiscal year, ending June 30, 1926, 
they contr ibuted 6 per cent of the total state revenue. The tendency 
has been to g ive them up as a basis of payment to state officials and to 
use a f ixed salar y basis. In some cas es, services for which fees used t o  
be charg ed have been abolished, or ar e now render ed free. The question 
ar ises, however, whether ther e is not a field f or both the salar y and the 
fee method of payment for services render ed or benefits conferred. 

I ncome f rom S tate E nterp ri ses and Miscellaneou s S ou rces.-Dur ing 
the past year, six per cent of t he total r evenue of the state came fr om 
miscellaneou s sources and from state enterpr ises lik e the cement plant 
a nd the twine pl' ant. S uch enter pr ises ar e not always under tak en b�-
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cause of the revenue that can be derived from them. In fact, net rev­
enue that is derived from some -of these state enterprises is very small 
and may even constitute an expense to the state. 

In addition to the twine and cement plants, there are state enter­
prises like the •Rural Credit Board and Soldier)s Land Settlement which 
have been greatly affected by the agricultural depression. The final out­
come of these as to total losses by the state cannot be definitely de­
termined at this time. With a return to more prosperous agricultural 
conditions, these may reflect a more wholesome ·condition than is now 
indicated. 

All of the state business enterp;rises have been undertaken since 
1919. They were undertaken just prior to or during a period of years 
when the industry with which they were all connected, directly or illdi­
rectly, was in a very unhealthy state. Individual viewpoints differ wide­
ly as to the merits of state operation of business enterprises, and the 
period during which these have been carried on is one in which it is 
difficult to judge of their desirability or undesirability. 1n general, it 
would seem that governments both state and national perform more suc­
cessfully activities in the way of administration of justice, regulation, 
education, and supervision, and are less successful in operating business 
enterprises. Where state or community business enterprises are oper­
ated, it would seem that they should be set up as publicly owned business 
corporations with a definite capital stock and a separate non-political 
board of directors in order that, if they are unsuccessful, definite limits 
may be placed to the loss which the public may i_ncur. 

Sources of Local Rev-enue.-The state derives revenue from dif­
ferent sources, the most important of which is taxes. Of all taxes, gen­
eral property tax and motor fuel tax return to the state treasury the 
most revenue. Important as property taxes are as a source of revenue 
for state purposes, they are more important for local purposes. For the 
years 1919 to 1923, inclusive, an average of 12 per cent of the total direct 
property taxes levied for all purposes in South Dakota went to the state, 
28 per cent to the counties, 41 per cent to the school districts, 7 per cent 
to the townships, and 12 per cent to the towns and cities of the state. It 
will be noted that the most of the taxes paid on property go to local sub­
divisions like the county or school district, particularly the latter. 

The tax that is paid on property may not be the best tax that could 
be imposed, but it does seem to be the best that has been developed so 
far for local purposes. A flexible source of revenue for local purposes is 
necessary to meet our ever changing needs. The amount of revenue that 
can be raised from the general property tax may be increased or de­
creased by increasing or decreasing the levy. Governments impose cer­
tain limitations at times upon the amount of the levy, but in general, 
p,roperty taxes respond fairly readily to our changing needs-more so 
than do such taxes as the income tax, the amount of revenue from which 
would be more dependent upon business conditions. The general prop­
erty tax gives a steady flow of income and for that reason it has always 
been an important local tax. It can be justified, however, only on 
grounds of expediency, and not on its equity. 
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For the County.-In addition to the general property tax which is 
/ the bulwark of the system of local revenues in South Dakota, counties 

derive a small share of their revenue from poll and special taxes. For 
example, all male inhabitants in each county are subject to a road poll 
tax of $2.00 with the following exceptions : Men who are fifty years 
old or over; paupers; lunatics; volunteer firemen; soldiers and sailors in 
service; and members of the National Guard. The proceeds from the road 
po�l tax are distributed back to the taxing district where the tax-payer 
lives and are credited to the road fund. There is also a tax of one dollar 
levied upon every resident of the county over 21 years of age for the 
support of the common schools. The proceeds from the school poll tax 
go to the school fund of the county and are distributed to the various 
school districts of the county according to the number of children of 
school age. There is a dog ta� of one dollar levied on each dog in the 
county. There is also a bee tax of ten cents for every colony for the 
purpose of raising a fund to aid in the inspection of bees and to prevent 
disease among them. 

Counties receive one-half of the proceeds of the Money and Credits 
tax. They also receive 48 per cent of the motor vehicle license taxes 
collected and 10 per cent of the inheritance tax money collected. Various 
kinds of fees also constitute a minor source of county revenue. The im­
portant point, however, is that the general property tax is the major 
source of revenue not only for the county, but also for other local sub­
divisions. This is in direct contrast with the state which derives its 
revenue from several important sources. 

For the Township.-Revenue necessary to meet township charges is 
raised by making a levy on the taxable property in the township. On 
the last Tuesday in March of each year, or within ten days thereafter, 
the supervisors of each organized civil township meet together and de­
termine what shall be the township levy on general property for the 
ensuing year. The township levy is sufficient for general purposes, 
township roads and bridges, fireguard, and for interest on any township 
bonds. Such a tax levy in civil townships must not exceed five mills on 
the dollar of the assessed valuation. 

For the Municipality.-Although towns and cities in South Dakota 
also depend largely upon property taxes for revenue, they also m,ake use 
of what is called the special assessment for defraying the cost of im­
provement to property. For example, part of the cost of paving streets, 
installing street lights, etc., is commonly met by making a special assess­
ment against the property benefited-that is, of course, in addition to 
the property taxes that are paid. 

Another source of revenue for cities and towns which is becoming 
more and more important is the revenue derived. from public service en­
terprises-like the water supply of a town, the supp,ly of heat and light, 
or the telephone service. But just as in the case of state enterprises, the 
motive for cities and towns undertaking these public service enterprises 
may not be for revenue only, but rather to supply needed services at a 
reasonable cost or to insure regulation or sanitation as in the case of a 
city's water supply. 

The general p,roperty tax, special assessments, and public service 
enterprises, in the order named, constitute the major sources of revenue 
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for towns and cities in · South Dakota. Of relatively little importance 
fiscally are fines, and the fees, charges, or other earnings of city de­
partments. 

For the School District.-During the period, 1919 to 1926, inclusive, 
rural town and city independent schools, and consolidated schools, derived 
on the average 70 p.er cent of their total revenue fron, general property 
taxes, 10 per cent from apportionment of school funds, 12 per cent from 
the sale of bonds, and the remaining 8 per cent from other sources such 
as state aid, school poll tax, fines, etc. Rural schools depend more 
largely upon general property taxes for revenue than other types of 
public schools. During the above period, rural schools dertved 77 per cent 
of their total revenue in this way, whereas independent town and city 
schools, and consolidated schools, derived on the average, 66 per cent 
and 62 per cent, respectively. Independent and consolidated schools are, 
however, depending more and more upon the general property tax as a 
source of revenue. 

Apportionment in the case of rural schools, and the sale of bonds, 
in the case of independent town and city schools, and consolidated 
schools, constituted the second most important source of public school 
revenue during the period. Rural' schools derived, on the average, 14 
per cent of their total revenue from interest and income from the perma­
nent school fund. As already mentioned, the proceeds from the sale of 
school lands is put aside in what is known as the }1ermanent common 
school fund. This fund is kept intact and the interest from it, and other 
such income from school lands, is apportioned by the state to the differ­
ent common school districts on the basis of school population. The rela­
tive amount of revenue received in this way, not only by rural schools 
but by all types of schools, has been decreasing steadily since 1919 and 
there has been the tendency, as noted above, to put more dependence 
upon property taxes. Whereas rural schools received only 5 per cent of 
their total revenue, on the average for the period, from the sale of bonds, 
independent town and city schools received 15 per cent, and consolidated 
schools, 22 per cent, of their total revenue in this way. The revenue 
derived in this way was spent almost exclusively on new school buildings 
from 1920 to 1923, inclusive. Since 1921, however, independent and con­
solidated school districts, have been depending less and less upon the 
sale of bonds for revenue. Table 5 gives the relative importance of the 
various sources of revenue for public schools in South Dakota. Table V.-THE RELATIVE IMPORTANCE OF THE VARIOUS SOURCES OF SCHOOL REVENUE AS EXPRESSED IN TERMS OF PER CENT OF TOTAL REVENUE, AND AS AN AVERAGE FOR THE 
Type of School 
Rural -------------­Independent -------­Consolidated --------

PERIOD, 1919 TO 1926, INCLUSIVE 
I District \ Apportion- 1

1

1 
Sale of \ Other Sources \ Total I Property Tax I ment Bonds I of Revenue I Per Cent 

I I I I ! __ _ 
77 66 62 14 8 6 I ii :i I 100 100 100 

----------- -------A vcrage for all types\ ·70 10 12 8 100 
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Includ ed i n  " Ot her Sou rces" of revenu e, i s  st at e aid .  Si nce 1919, 
t he st at e l egi sl atu re has mad e  an appropri ati on from t he stat e' s  fu nd s 
as aid t o  ru ral, i nd epend ent, and consolid at ed school s. Thi s money w as 
di vid ed among t he school s i n  proporti on t o  t he acreage of i nd emnit y and 
endowment l and s ow ned b y  t he st at e i n  each school di st ri ct .  In ord er 
t o  obtai n  t hi s  cl ass of speci al aid, a pu bli c school mu st meet certai n mi n­
i mu m  sta nd ard s. These st and ard s are requi red by t he stat e constituti on, 
by t he Depart ment of Pu bli c Inst ru cti on, and by t he State Board of 
Health. The st at e constituti on r equi res t hat t he school mu st be i n  ses­
si on for at l east ni ne mont hs each year; t hat t he school grou nd s  mu st 
compri se at l east one acre; and t hat t he t eacher mu st hold a fi rst- grad e 
certi fi cat e. The Depart ment of Pu bli c Inst ru cti on and t he St ate Board 
of Health, make certai n  requi rements with regard t o  t he school buildi ng, 
heati ng and ventil ati on, school room equi pment, and mi nor necessary 
accessori es. 

The st at e l egi sl atu re at it s tw enti et h  . sessi on i n  192 7 fail ed t o  
appropri at e money for st at e aid, except $ 80,000 fo r vocati onal edu ca­
ti on t o  meet fed eral fu nd s for thi s pu rpose du ri ng t he next bi enniu m. 
There w as al so appropri at ed for t he next bi enniu m, $17 , 300 for rehabil ­
it ati on and A meri cani zati on w ork, and $10,000 for Y ou ng Citi zens' 
Le agu e  w ork. Hence, st at e aid t o  ru ral school s has been di sconti nu ed 
for at l east t he next bi enniu m. Althou gh st at e aid cont ri but ed onl y ap­
proxi mat el y one p,er cent of t he t otal! pu bli c  school revenu e du ri ng t hose 
years i n  w hi ch it w as effecti ve, still it did a great d eal t o  st and ardi ze 
scho ol s, t o  rai se t hei r  st and ard s, t o  d evel op commu nity  prid e, and t o  
hel p need y but progressi ve school di st ri ct s. If t he w ork of st and ardi za­
ti on, and i n  general, t he rai si ng of t he st and ard s of pu bli c  school s, i s  t o  
conti nu e, a great er d epend ence t han ever mu st now be pl aced u pon t he 
di st ri ct l evy, or el se new sou rces of school revenu e  mu st be d evel oped . 

School di st ri ct s  have al so been recei vi ng t he proceed s from a school 
poll tax of one d oll ar w hi ch every el ect or i s  call ed u pon t o  pay u nl ess he 
i s  exemp.ted by l aw .  Thi s t ax i s  l evi ed by t he cou nt y, as m� nti oned 
above, but i s  di stri but ed amongst t he school di st ri ct s  i n  proporti on t o  
t he nu mber of child ren of school age. At t he twenti eth  sessi on of t he 
st at e l egi sl atu re, 192 7, a l aw w as passed w hi ch provid es t hat t hi s  poll 
t ax be l evi ed u pon every resid ent i n  t he cou nt y over 21 years of age. 
That will mean more revenu e for t he pu bli c  school s, becau se t he new 
l aw i nclud es peopl e w ho have not become citi zens of t he st at e. 

Pu bli c school s al so recei ve a rel ati vel y  small amou nt o:f revenu e­
a bout tw o-tenths of one pe r cent for t he peri od, 1919 t o  192 6 i nclu si ve­
from t he fed eral government for vocati onal edu cati on i n  agri cultu re, 
home economi cs, t rad es and i ndu st ri es, and i n  t eacher t rai ni ng. The 
s chool s al so recei ve t he proceed s from all fi nes coll ect ed for vi ol ati on 
of st at e l aw s. A small amou nt of school revenu e al so comes from sal es 
of property  and from i nsu rance. A s  not ed i n  Tabl e IV, " Ot her Sou rces" 
of revenu e cont ri but ed, on t he average, onl y 8 pe r cent of t he t ot al public 
s chool · revenu e du ri ng t he peri od from 1919 t o  192 6, i nclu si ve. 

) 
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General Property Tax.-According to the Bureau of the Census, 
United States Department of Commerce , ·the different state governments 
of the union received on the average 24.1 per cent of their revenue from 
general property taxes during the fiscal year ending June 30, 1926. Dur­
ing the same year, the state government of South Dakota derived 25.9 per 
cent of its revenue from general property taxe:s. The general property 
tax is not only the bulwark of the state system of revenue, but it is par­
ticularly important as a source of local revenue. 

The general property tax is, as its name suggests, a tax upon the as·  
sessed valuation of all  property. The theory lying behind the general 
property tax is that each property owner shall contribute to the support 
of government in proportion to the assessed value of property owned. 
All property-both real and personal-is subject to the tax unless it is 
by law exempted. The following property in South Dakota is exempt : 
All proputy owned by religious, educational, and charitable institutions 
and societies ;  all property, both real and personal, belonging to the 
United States, to the State of South Dakota, and to counties and mu­
nicipal corporations ; all property used exclusively for agricultural and 
horticultural societies, for schools, or for religious, cemetery, or char­
itab_le purposes. In addition to these, furniture and provisions are also 
exempt to the extent of $50 for each family. 

The exemption laws of the state have caused a great deal of un­
fairness in the distribution of the tax burden. These laws have held 
that all property to which educational, charitable, benevolent, or re­
ligious institutions hold title is exempt from taxation, regardless of the 
amount or of the use to which the property is put. The principle of 
exempting certain property owned by such organizations is sound, pro­
vided such p,roperty is used directly for educational, charitable, benevo­
lent, or religious purposes. In this state, however, these lands have in 
many cases been used for other purposes. This not only means that 
the taxable property must bear a heavier tax burden, but that those 
who use this exempt property for some form of activity other than 
educational, charitable, benevolent, or religious, have an unfair ad­
vantage over those who use taxable property for the same form of 
activity. It has been estimated that as much as 25 per cent of the total 
real estate valuation is exempt from taxation in some of the larger 
cities of the state. This means that owners of property subject to tax­
ation in such cities must bear an unjust proportion of the tax levy. 
Senate Bill 28, passed by the South Dakota state legislature at its 20th 
session, 1927, has in view the solution of the exemption problem. This 
bill provides that all real and personal property of educational institu­
tions in South Dakota shall be taxed the same as other property after 
July 1, 1929, if such property is farm lands, or improved town or city 
property, and is not occupied or directly used in the carrying out of the 
primary object of the educational, religious, or benevolent institution. 
Lands of educational institutions that have been obtained through fore­
closures of endowment fund mortgages continue to be exempt for two 
years longer, or until the above law takes effect. The law further pro­
vides that all property belonging to any charitable, benevolent, or re-
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ligious society shall b e  tax ed as other pr operty, in the same class, when 
such pr oper ty consists of f ar m  land s. The law ex empts f ar m  land to 
the minimum ex tent of eighty acr es f or b uild ing sites of such societies 
or institutions. When such pr oper ty is used f or other than char itab le, 
b enevolent, or r eligious pur poses; f or ex ample, when it is used or owned 
pr imar ily f or pur poses of r evenue, it is tax ed as other pr oper ty. Mor e­
over, if such pr oper ty is partly occupied, rented, or used f or other than 
char itab le, b enevolent, or r eligious pur po ses, it is tax ed in pr opor tion as 
the value of such par t  b ear s to the entir e  proper ty. 

Some states have the county unit f or m  of assessment. South D ak ota 
d epend s entir ely upon local assessments mad e b y  township, town or city 
assessor s. The local assessor is, no d oub t, the most impor tant off icial 
in the ad ministr ation and oper ation of the gener al pr oper ty tax. His 
work is of a pr imar y natur e  and the accur acy with which he d oes it 
lar gely d eter mines wheth er the tax b urd en shall b e  equab le or not. 
D ur ing the months of May and June, local assessor s go out and assess 
all pr oper ty at " its tr ue and actual va lue" as of May 1. This d ate d oes 
not r efer to the time when the pr oper ty is actually inspected, b ut r ather 
it is a d ate f ix ed b y  statute f or deter mining the ex istence, owner ship, 
value, and liab ilit y to tax ation of b oth r eal and personal pr oper ty. 

I t  was, no d oub t, r ealized that the pr esent system of local assess­
ment in the state could not r esult in other than much unf air assess­
ment. The local assessor' s j ud gment as to what constitutes the " tr ue 
and f air value" of any pr oper ty is not inf allib le. Mor eover, it is r eason­
ab le to assume that the per sonal f actor would enter int o the valuation 
placed upon pr oper ties own.ed b y  those with whom the assessor is per­
sonally acquainted. I t  would also seem ver y prob ab le that the b asis or 
stand ard of j ud ging the valuation of p,r oper ty would d iffer to a gr eater 
or less ex tent as be tween d iff erent local assessor s. Hence, ther e  would 
b e  consid er ab le inequality in the assessed valuatio n as b etween local 
d istr icts. 

The Legislatur e had this in mind wh en it provid ed f or b oard s  of 
r eview and equalization and a state tax commission or a state b oard of 
equalization. The local b oard of r eview is composed of the b oard of 
supervisor s in the case of townships, the b oard of tr uste es in the case 
of incor por ated towns, and the b oard of ald er men or commissioner s in 
the case of . cities. These local b oard s  meet each year on the f our th 
Mond ay in June. They have var ious d uties to perfor m, the most im­
por tant of which ar e as f ollows: They must see that all pr oper ty in that 
d istr ict has b een listed b y  the local assessor ; they ar e empower ed to 
corr ec t  and equalize the assessment mad e  b y  the local assessor ; they 
also hear complaints of any per son who may f eel aggr ieved at the val­
uation placed upon his p,r oper ty b y  the local assessor. The impor tance 
of the d uties of these local b oard s  cannot b e  over -emphasized. Nex t to 
the work of the local assessor himself, the d uties of the local b oard of 
review ar e of pr imar y impor tance. Both have or should have an in­
t imate knowled ge of local pr oper ty values and b etween them r eally d e­
ter mine whe ther the pr inciples of equity and j ustice shall ob tain in th e 
d istr ib ution of a tax b ased upon the asse ssed valuation they have placed 
upon proper ty in their r espective d istr icts. 
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The county board of equalization is made up of the county commis­
sioners in each county. They meet together each year on the first 
Tuesday in July. They, too, must see that all property is listed. Prop­
erty not listed must be added after notifying the owner. After all prop­
erty is listed, the main duty of the county boards is that of equalizing 
assessments as between the various taxing districts of the county. They 
have also the power to correct any gross inequalities in individual assess­
ments. Property owners have the right of appeal to county boards of 
equalization if they consider that their prop.erty has been unjustly 
assessed. They must, however, first present their cases before the local 
board of review for relief. 

The fourth agency that has to do with the administration and appli­
cation of the general property tax is the State Tax Commission or State 
Board of Equalization made up of the Secretary of Finance, the Director 
of Taxation, and the Assistant Director of Taxation. Among the duties 
of the state board is the equalization of the assessment of property 
among the counties. Acting in the capacity of a state tax commission, 
it administers the tax laws of the state and assesses all property of 
public service concerns like the railroads, express and telegrap,h com­
panies, electric power transmission line, etc. Such property is usually 
employed in intercounty business and it seems logical that it should 
be assessed by a state agency rather than by the local assessor as 
formerly. 

In this way a final equalized state valuation of all property subject 
to taxation is obtained. It is upon this final valuation that state tax 
levies are based. In a similar way, final equalized valuations of all 
property in the different counties and · other political subdivisions are 
obtained and used as a base for county, township, school, and municipal 
levies. Table VI gives the per cent distribution of final values of all 
property by classes in the State of South Dakota for the years 1919 to 
1926, inclusive. 

Table V I.-THE PER CENT DISTRIBUTION OF FINAL VALUES OF ALL PROP­ERTY BY CLASSES IN THE STATE OF SOUTH DAKOTA FOR THE PERIOD, 1!)19 TO 1 926, INCLUSIVE 
I i State Real Estate I Personal Property !Assessed! All Property I Farm I City I I I I MoneyJ \ Public I I I Real I Real !Mineral! Total /Personal \ and I Total Utility I Total I Total Year I Estate! Estate\ Land ! Per Cent Property1Credits jPer Cent/Property jOOO,OOO jPer Cent I I I I I I I I 

I I I I I I I I I I 1919_ 1  65.1 I 7.0 0 .7 72.8 I 15 .3  I 5.3 I 20.6 I 6.6 I 2 ,095 I 100.0 
1920_

1 
68.5 I 6.9 o .  7 I 76.2 13 .3  4.6 I 17  .9 5 .9 I 2,258 I 100.0 

192 1 _  7o.o I 7.5 I o.6 I 78.o 1 1 .4 I 3.9 I 15 .3  I 6.7 I 2,065 I 100.0 
1922_ 70.6 I 7.7 I 0.6  I 79.0 10.8 I 3 .3  I 14.1 I 6.9 I 1 ,977 I 100.0 
1 923_ 70.9 I 8.8 I 0.6  80.3 8.8 3.8 I 12.6  I 7.1  I 1 ,941 I 100.0 
1 924-

1 
69.6 I 8.7 I 0.6  I 79.0 10 .2  3.8 I 14.0 7.0 I 1 ,876 

I 
100.0 

1 925_ 69.6 I 8.8 I 0.6 I 79.1 10 .1  I 4.1 I 14 .1  6.8 I 1,876 100.0 
1926_ 69.0 9. 1 I 0.6 I 7i.7 10 .0  j 4 . 1  I 1 4. 1  7.2 I 1 ,805 I 100 .0 I I I I I I 
Av. I I I I / I I

I / 
i of all ! I I I I years ! 69.2 I 8.1  / 0 .6  J 77.9 1 1 .2 J 4 .1  I 15.3 6.8 I I __ I ____ I I I I I I I 
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Agricultural land naturally constitutes the major share of all prop­
erty values in the state. For the above period, an average of 69.2 per 
cent of the final valuation of all property in the state was agricultural 
land, 8.1 per cent city real estate, and less than one per cent was mineral 
lands-a total of 77.9 per cent for real estate. Personal p,roperty, in­
cluding money and credits, contributed on the average for the period 
15.3 per cent, and state assessed public utility property 6.8 per cent of 
the final valuation of all property in the state. These relative percent­
ages have remained fairly constant throughout the period. City real 
estate is the only class of property that has made a gain in valuation 
since the depression in 1921-the valuation in 1926 being 7.5 per cent 
greater than in 1921. Between these same years, the valuation of all 
property decreased 12 .lh per cent and that of agricultural land 13 1h per 
cent. Personal property, other than money and credits, decreased in 
valuation 23.8 per cent between 1921 and 1926, antl state assessed pub­
lic utility property 4.9 per cent. The class of personal property called 
money and credits is taxed at a lower rate than is tangible property. 
For the years 1919 to 1923, inclusive, it was taxed at a flat rate of three 
mills on each dollar, and in 1924, 1925 and 1926, at four mills on the 
dollar. 

The Levying of Taxes.-All tax jurisdictions, i.e., the state, the 
county, the township, the i:ochool district and the municipality-levy upon 
the asessed valuation of property at so many mills on the dollar. The 
size of the levy is sufficient to give an am.ount of revenue which, if 
added to that available from other sources, will yield the total amount 
of revenue required by the state or minor subdivision. Table VII shows 
the yearly state tax levies in mills for various purposes from 1919 to 
1 926, inclusive. 

Table VII.-YEARLY STATE TAX LEVIES IN MILLS FOR VARIOUS PURPOSES 
IN THE STATE OF SOUTH DAKOTA FOR THE YEARS 

1919  TO 1 926, INCLUSIVE. 

'O "'i= 
s::: 0 

"O .µ ; <I) '..:, 

t' � >, J::: � s � 
� bl) .H � � ..... <I) }; � <I) � ;.  

� s::: $ 1  .alH s::: 0 "'  -� �� · - <I) <I) bl) $ �  t ;.g '"' J.< "O _.., '1:l 

� � § � § § Year '1:l Po �: � ·- � bl) s::: � � Ji  s::: Total '"' :,,:  _.., '"'  
U) ::i3 u:i ui � � in  0 [il rn i:o H H i:Q  rn u i:Q  

I I I 1, I I I 
Mills Mills Mills Mills Mills Mills I Mills I Mills 

I I I 
1919  I 1 .7 . 1  I - .03 .02 -- I -- j 1 .85 
1920 

I 
1 . 6  .1  I - .06 .02 -- I -- I 1.78 

1921 1 .0 . 1  . 1  .35 I .05 -- I -- I 1.60 
1922 .9 -

I 
. 1  .47 .06 .02 I .35 I 1 .90 

1923 I . 9  - . 1  o5l I .07 .12 I .20 I 1 .90 
1924 1.3 - . 1  .52 . 10  I .10 I .30 I 2.42 
1925 I 1.5 I - I .1  .61 .10 I .10 I .32 l 2.73 
1926 1.5 .1 .61 .09 .10 .33 2.73 

The levy for ordinary state expense covers not only the salaries and 
maintenance of state departments, but the support of all educational, 
penal, and charitable institutions maintained by the state. These three 
classes of institutions collectively require about 75 per cent of the levy 
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mad e f or the ord inary running expenses of the state. The levy f or 
ord inary expenses also c overs an appropriation mad e f or · the aid of 
sc hools other than those maintained at state expense. The legal limit­
ation to the levy for state ord inary expense is two mills f or any y ear. 

During the y ears 1919, 1920 and 1921 a state levy of one- tenth of 
one mill was mad e f or state highway purposes. There is no longer suc h 
a levy . During the past six y ears, a one-tenth of one mill levy has bee11 
mad e f or the purpose of establishing a S tate Brid ge Fund . This fund w as 
used to build f ive f ree high way brid ges over the Missouri Rive r. All of 
these brid ges have been c omp.J eted . I n  ord er to hasten c onstruc tion, mon­
ey was ad vanc ed to the S tate Brid ge Fund by the S tate Highway Commis­
sion and by d iff erent c ounties a nd c ities. Henc e the Brid ge Fund levy 
will be c ontinued and as f und s  bec ome available the money that has 
been ad vanc ed will be repaid . 

L evies are also mad e to provid e sinking fund f or and pay interest 
on state highway bond s, land settlement bond s, c ement plant bond s, and 
sold iers' c ompensation bond s. P rior to 1919 there were no suc h levies 
mad e. 

The c ommissioners of eac h c ounty meet onc e a y ear to d etermine 
what levy they must make to give the m the revenue required over and 
a bove that whic h is avail able f rom othe r sourc es. The c onsolid ated c ounty 
levy is suff ic ient to provid e f or the salaries of c ounty off ic ials, f or the 
c onstruc tion of c ounty road s and brid ges, f or protec tion to life and prop­
erty ,  for ca re and sup.p ort of the poor, f or off ic e equipment, e tc .  I n  a 
similar way ,  the township off ic ers, the sc hool d istric t off ic ers, and the 
off ic ers of a munic ipality , meet onc e a y ear and make a levy suff ic ient 
to c over their estimated need s. 

C oll ecti on · of tax es.-Taxes are c ollec ted in any one of three way s. 
I n  the f irst plac e they are c ollec ted by voluntary pay ment. No f ormal 
notif ic ation that taxes are d ue is nec essary to f ix the liability of the 
person against whom they are assessed . All unpaid taxes bec ome d e­
linquent and d raw interest and penalty on the f irst cl ay of May of the 
y ear af ter whic h suc h taxes have been assessed . All taxes extend ed upon 
the tax li st of the c ounty are payable to the c ounty treasurer. 

I n  the sec ond plac e, when t he personal property of any one in the 
state has been assessed and the amount of taxes d ue on such prop. erty 
has not bee n paid , it is the d uty of the c ounty treasurer to c ause suc h 
taxes to be c ollec ted by d istress and sale. A d istress warrant is d eliv­
ered by the c ounty treasurer to the sheriff of that c ounty . This gives 
the sheriff authority to seize suff ic ient pe rs onal pro perty of suc h per­
son to pay the taxes d ue and any acc rued penalties or c osts. 

Delinquent taxes on real est ate may be c ollec ted by its seizure and 
sale. On the sec ond Mond ay of Dec ember in eac h  y ear, the c ounty treas­
urer off ers at public sale all suc h property whic h is liable f or taxes of 
a ny d esc ription f or the preced ing y ear or y ears. No taxable property 
is exempt f rom sale f or taxes. 

Red emp ti on.-I n c ases where the c ounty has taken over property f or 
taxes, the owne r may red eem the sale at any t ime before a tax d eed is 
issued , paying the amount of taxes with penalty and interest up to the 
d ate of red emption, and the c osts of ad vertising and selling the same. 
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Any o wner may also r ed eem pro pert y so ld for tax es any t ime wit h­
i n  t wo year s aft er t he d at e  o f  such sale, und er t he follo wi ng co nd it io ns: 
Th at st at utor y not ice, like a t ax d eed or a de ed o f  co nveya nce, is not yet 
given; and t hat he also pay t he co unt y tr easur er t he pur chase pr ice o f  
such pro pert y  and any accr ued int er est and cost s; and t hat he also pay 
all t ax es paid subsequent to t he sale o f  such pro pert y. All r eal pro perty 
t hat has been t aken o ver by a co unt y and which is not r ed eemed or 
assigned wit hin t wo year s  fro m t he d at e  o f  sal e beco mes t he pro pert y  
o f  t hat co unt y. 

· De fects o f  the ge ne ral p rop erty ta x.-Local assessor s ar e instr ucted 
to · assess a ll pro p,ert y at it s "tr ue and act ual value." Ther e h ave been 
so r elat ively few sales o f  far m  land in So ut h Dakot a d ur ing t he past five 
year s  t hat t his is a d ifficult t ask for t hem. Dur ing t he spr ing o f  1926, 
t he wr it er int er viewed sever al far m and cit y pr opert y o wner s in t he 
r epresent at ive co unt ies includ ed in t his sur vey. H e asked t hem all to 
place a valuat io n o n  t heir pr opert y. So me d eclar ed t hat it had " no val­
ue" , ot her s inquir ed as to what valuat io n  was wanted-was it t he valua­
t ion placed upo n it by t he lo cal assessor ? Was it t he val uat io n  based 
upo n what t he pro pert y  wo uld prod uce? Was it a valuat io n  based upo n 
what t he o wner co uld pro bably r ealize in a sale? Or was it a valuat io n  
based upo n what t hey, t he o wner s, r eally t ho ught t heir pro pert y  was 
wort h? So me id ea was o bt ained in th ese inter views o f  ho w d ifficult it 
is to put a valuat io n o n  prop ert y in t he absence o f  sales to ind icat e t he 
tr end o f  pro pert y  values. Ho wever , t he lo cal assessor is instr uct ed to 
put a valuat io n o n  all propert y. 

Gener al pro pert y  t ax es are lar gely based o n  t he init ial assessment 
t hus mad e by t he lo cal ass essor. Ther e ar e r eview and equalizing bo ard s, 
it is tr ue, but , altho ugh t hey may, by add ing pro pert y  to assessment 
list s, by d ecr easing so me or incr easing oth er ind ivid ual assessment s, and 
in ot her ways, aid in making t he final assessment mor e  fair , st ill t heir 
wor k  is o f  seco nd ar y  import ance t o  t hat o f  t he local assessor. Lo cal 
assessor s ar e. elect ed each year by po pular vot e o f  t he peo pl e, not neces­
sar ily because o f  t heir qualificat io ns-th eir familiar it y wit h  pro pert y  
values, wit h t ax laws, et c. , but po ssibly because o f  p· er so nal po pul ar it y 
or o f po lit ical co nnect io ns. From t he fact t hat to wnship assessor s ar e 
elect ed by po pular vot e  and al so because t he assessment unit is r el at ively 
small in ar ea, t he per so nal factor is ver y likely to influence t he val ua­
t io n  pl aced upo n pro pert y. That so me o f  t he lo cal assessor s ar e not qual­
ified by tr aining or ex per ience to make a fair v aluat io n o f  pr operty is 
evid enced by t he lack of any co nsist ent r elat io nship bet ween r ep,r esent a­
t ive sale values o f  pro pert y  and t he assessed val uat ion placed upo n  such 
pro pert y. A st ud y o f  r epresent at ive sales o f  far m land showed t hat 
farm s so met im es sold for mor e, so met imes for less, t han t hey wer e 
a sses sed. Fr equentl y t he same far m was given t he same assessed val u­
at ion year aft er year , in spit e o f  a t end ency in r ecent year s for land 
values in t he st at e to incr ease. 

It wo uld seem t hat a lar ger assessment unit might over co me so me 
o f  t hese d efect s. The co unt y  unit , for ex ample, wo uld t end to eliminat e 
t he per so nal factor in t he making o f an assessme nt . It might be feasible 
for a co unt y to emplo y a fu ll t im e  co unty asses sor and to o ff er a salar y 
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lar ge enough to attr act m en well qualified to carr y on the wor k. Cer­
tainl y the work of the assessor wil l  not gr ow l ess d ifficult. I n  the ear ly 
year s  of the histor y of any state, the assessm ent of pr operty is a com­
par ativel y easy task, but as pr operty incr eases in value and quantity, and 
assum es m any d iffer ent forms, the wor k of the assessor becom es in­
cr eas ingl y  d ifficult. 

In add ition to the d ifficulty of putting a val uation on pr operty in 
the absen ce of sal es, and the d efects l ikel y to obtain in the l ocal unit 
as sessm ent, ther e is the l ack of r el ationship between the t axes on pr op­
erty and the incom e fr om that pr operty. In S outh Dakota, taxes on 
farm and city pr operty have r em ained fairl y stabl e since 19 21, but in­
com e, partic ul arl y  fr om farm pr operty, has var ied wid ely. Pr operty 
taxes ar e fle xibl e to the extent that they can be incr eased or d ecr eased 
r ead il y to m eet changing local need s by sim pl y incr easing or decr easing 
the l evy m ad e. They ar e not fl exibl e in so far as they have any ver y 
d ir ect r elation to the incom e fr om pr operty-the fund out of which they 
m ust com e. This feat ur e is not, of cour se, wholl y und esir able; as the 
cost of gover nme nt d oes not var y  as incom e d oes. 

S outh Dakota is l ar gel y  a one ind ustr y state-agr iculture fur nishes 
its only im portant sour ces of in com e. Dir ect taxes on pr operty is the 
m aj or sour ce of r evenue. Hence, pr operty taxes have cut d eepl y  into 
farm incom e in r ecent years  when pr ices for agr icultur al pr od ucts have 
been rel atively low. I n  the absence of oth er m aj or l ines of ind ustr y, the 
burd en cannot be shifted. I n  such year s, it is natur al to hear a gr eat 
deal about the burd en of taxation. It can be tr aced to the fact that pr op­
erty taxes ar e based upon the assessed val uation of property r ather than 
u pon the ear ning power of that pr operty. 

PROPERTY TAXES IN SOUTH DAKOTA AND THE 
ABILITY TO MEET THEM 

TAXE S IN REL ATI ON TO N E T  INC OM E  
O n  f arm re al estate.-Dur ing the per iod, 1919 to 1926, inclusive, total 

d ir ect taxes on far m pr op�rty in five r epr esentative counties in S outh· 
Dakota absorbed, on the aver age, 28 per cent of the net incom e from 
farm r eal estate. A s  alr ead y m entioned, these counties wer e  Br ookings, 
Haml in, Day and Be adl e, which ar e l ocated east of the Missour i River ; 
and P ennington county which is located west of the Missour i River. A l­
though results show that taxes have been cutting d eeply into the net r ent 
fr om farm and city pr operty, it should be r em em ber ed that the sur vey cov ­
ers a per iod when, with the exce ption of the year 1919, farm incom e has 
been r el ativel y low. Net incom e is d efined as the gr oss cash or shar e 
r ent l es s  such item s of cost to the owner as d epr eciation on build ings 
and fences, the owner' s shar e o f  the twine, thr eshing and m arketing 
costs, and any special char ges paid by the owner such as insur ance. 

Tabl e VII I gives the r el ation of gener al pr operty taxes to net r ent 
p er acr e on the farm s selected for stud y. The aver age net r ent per acr e 
for the per iod was $ 2. 43 ,  and the aver age total tax was 69 cents per 
acr e. The m ost favor able year for the farm er was in 1919 when the net 
r ent per acr e was $3 .7 9, and the tax per acr e was 61 cents, or 16 per cent 
of the net r ent. Taxes on far m r eal estate in S outh Dakota wer e at a 
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Table VIII.-GENERAL PROPERTY TAXES COMPARED WITH NET RENT PER 
ACRE O N  FARMS IN FIVE REPRESENTATIVE COUNTIES IN SOUTH 

DAKOTA-1919-1926. 
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peak in 1920 at 74 cents per acre, but it was not until the following year 
that the tax burden was heaviest. Due largely to falling prices for farm 
products net rent per acre had decreased to a low for the period of $1 .30 
per acre, or a decrease of 66 per cent from the net rent per acre in 191!) .  
Taxes, on the other hand, were 71 cents per acre in 1921,  an increase of 
16 per cent over what they were in 1919. For this reason, taxes ab­
sorbed as much as 55 per cent of the net rent in 1921. 

Taxes expressed in percentage of net rent decreased from 1921 to 
1924. Drought, hail, and other adverse weather conditions resulted in 
poor crops in 1925 and 1926, particularly in the latter year. This, to­
gether with the relatively low prices the farmers received for what they 
had to sell resulted in a decrease in the average net rent per acre in 
1925 over that of 1924, and a marked decrease again in 1926. A de­
creased net rent and a higher tax per acre during these two years made 
for a higher ratio of taxes in relation to net rent. In 1925 taxes ab­
sorbed 23 per cent of the net rent, and in 1926 as much as 30 per cent. 

With the exception of Pennington County, the ratio of taxes to net 
rent on farm land was the most favorable for the farmer in 1919, and the 
most unfavorable in 1921 .  On the average, rents on farm lands de­
creased from 1919 to 1921, increased from. 1922 to 1924, and decreased 
again in 1925 and 1926, particularly in the latter year. On the other 
hand, taxes per acre on farm real estate have remained fairly stable 
during the period, except for the marked increase in 1920 over what they 
were in 1919. Taxes on both farm and city property have apparently 
become stabilized at the higher post-war level. 

In 1921 ,  taxes absorbed more than the net rent from representative 
farms in Day and Pennington Counties. This was largely due to 
drought and hail. Again in 1926, taxes took, on the average, 81 per cent 
of the net rent from representative farms in Day County. This was 
again largely due to ·drought conditions. Some of the crops that year 
in Day County were not even harvested. The greatest variation in the 
ratio of taxes to net rent was found in Pennington County. · In 1924, 
taxes absorbed, on the average, 7 per cent of the net rent, whereas in 
1921,  as mentioned above, taxes took more than the net rent from the 
farms selected for study. 

Taxes in Relation to Net Rent on City Real Estate.-During the 
period 1919 to 1926, inclusive, taxes on city real estate absorbed on the 
average 29 per cent of the net rent. Just as in the case of farm prop-. 
erty the lowest ratio of taxes to net rent was in 1919,  when taxes took 
23 per cent of the net rent. Taxes expressed in percentage of net rent 
increased from 23 per cent in 1919 to 29 per cent in 1920, and to a high 
for the period of 32 per cent in 1921. 

Table IX shows that since 1922 the ratio of taxes to net rent on city 
real estate has become more and more favorable. In 1926 taxes absorbed, 
on the average, 28 per cent of the net rent. Taxes expressed in per­
centage of net rent did not vary as widely in the case of city property 
as for farm property. Most of the farms included in the survey are 
rented on a share basis, and the owner's share will, of course, depend 
upon what is grown, how much is grown, and the price that is received. 
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Table IX.-TOTAL TAXES ON RENTED CITY REAL ESTATE COMPARED WITH 
NET RENT IN FIVE REPRESENTATIVE COUNTIES IN SOUTH DAKOTA-1 919-1926  
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City. property is almost invariably rented for cash, which makes for a 
more stable income to the owner. This, of course, makes for a more 
stable relationship between taxes and the fund out of which taxes are 
paid in the case of city property. 

An analysis by counties of the ratio between taxes and the net rent 
from city real estate as found in Table IX shows no uniformity in the 
share of net rent that was taken by taxes in any year in all counties. 
The share taken varied both by years and by counties, although 1919 was, 
in general, the most favorable yE:ar of the period for the city real estate 
owner. 

In Table X taxes for general city purposes are not included as a 
more comp.arable relation between taxes and the net rent on both farm 
and city real estate is desired. The state and county tax levy is the 
same for both farm and city property, but the city has expenses for 
which there are no counterparts in the rural districts. Fire and police 
protection, city parks, street lighting, running water, etc.-all make for 
a comparatively high city levy. 

Total direct taxes other than city taxes absorbed on the average 19 
per cent of the net rent for the period, 1919 to 1926, inclusive. Again, it 
was found that 1919 was the most favorable year for the city property 
owner, and 1921 was the most unfavorable. Taxes other than city taxes 
. on city property expressed in percentage of net rent increased from 14.5 
per cent in 1919 to 19.3 per cent in 1920, [.'.nd to a high for the period of 
20.2 per cent in 1921.  Since 1921,  however, taxes have varied but little 
any year from the average of 19.0 per cent for the period. The wide 
variation of taxes in relation to net rent found in the case of farm prop­
erty is not found in the case of city property. 

Taxes in Relation to Wealth.-The most commonly accepted meas­
ures of ability to pay taxes are wealth and income. If the wealth and 
income of society or of an individual is increasing as rapidly as public 
expenditures, then no additional burden will be felt. The relationship be­
tween taxes and net rent has already been analyzed for the purpose of 
ascertaining the ability of property owners to meet their taxes.  The 
relationship between taxes and wealth production in the state will now be 
analyzed-the latter being considered a good index of earning power and 
the ability to meet taxes.  The State Department of History has com­
p,iled such a series of wealth production figures. In connection with 
these figures the Superintendent of the Department of History, has this 
to say : "In compiling the value of production for our annual review, we 
get reports from the nine railroads operating in the state, and figure 
the value on the basis of the farm prices in December of the previous 
year. Mineral production is based upon the report of the Mine Inspector. 
The other figures are estimated and are based on the Federal Census for 
1920." Figure 3 gives in graphic form the production of wealth, the di­
rect taxes paid, and the population of South Dakota from 1900 to 1925. 

NOTE :-To the reader unfamiliar with conditiom in  South Dakota during 1 926, the 
very great change in net rent per acre between 1 925 and 1 926 may appear to be due to 
the smaller sample taken. Such is not the case, however. Thi� area suffered a drouth 
in 1 926 such as had not been equalled in severity since 1894. This, of course, affected 
tremendously the income from these farms. Critical analysis of the records indicate that 
the sample3 are comparable even though that for 1 926 was smaller. 
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Table X.-TAXES OTHER THAN CITY TAXES COMPARED WITH NET INCOMES FROM RENTED CITY REAL ESTATE IN FIVE REPRESENTATIVE COUN-TIES IN SOUTH DAKOT A-1 919-1926. 
1: t 

<11 �  '-' "'  
0 (1) 

.... � .g  � � ! -
� � �  

0 "'  .... Cl! ..0 +> 
(1) +> (1) "' O i:i. - t,.o 

� :p (l) "C! Cl 
� n  1: 1: gi:§  <11 '"'  z (1) >< 

..0 (1) '"' Cl!  +> "Cl <11 (1) >< "'  '"' E i:i. - 0 +> � ti ..e "' '"' Cl! ;:l Cl! 
;:l z .s � bO 

fo � 
'"' +> +> "Cl Cl) �e ·= <11 <11 i:: <11 � Z il,,  - (1) il,, i:: .� "C!  

------1919 23 8773 1377 15 .7 1920  26  8731 1766 20.2 1921 26  9493 2213 23.3 Brookinirs 1922 26 9584 1847 1 9.3 County 1923 26 8292 2183 26.3 1924 28 10052 1765 17.6 1925 38 11 937 2200 18.4 1926 38 12161  2490 20.5 8-year average 20.0 1919 29 13692 2078 15 .2 1920 23  7752 1508 1 9.5 1921 23  7565 1283 17 .0 Beadle 1 922 23 8209 1576 19.2 County 192.3 23 849'9 1 174 1 3.8 1924 31  17863 2652 1 4.9 1925 31 9275 1440 15.5 1 926 31 9275 1 499 16.2 8-year average 1 6. 1  19 19  47  12121 1929 15 .9  1920 47 12381 2399 19.4 1 921  47  12874 2809 21 .8  Day 1922 47  13017  2918  22.4 County 1923 47  13330 2633 19 .8  1924 47  1 3100 2594 1 9.8 1924 47 12250 2698 22.0 1 926 26  13243 2187 16.5 8-year average 19.7 1919 62 1 3234 1890 14. 3  1920 62 14259 2631 18.5 1 921 62 14072 2455 17 .5  Hamlin 1922 62 12062 2197 18.2 County 1923 62 15775 2311  1 4.7 1924 62 1 1586 2073 17.9 1925 26 5 129 895 17.4 1926 26 5129 998 19.5 8-year average I 1 6.9 
I 1919 37 190416 2395 12.6 
I 1920 35 18828 3664 19.5 
I 1921 35 19340 4009 20.7 Pennington 
I 

1 922 35 21026 4308 20.5 County 1923 35 21143 4699 22.2 1 924 45 24173 5574 23.1 
I 1 925 30 17639 3860 21 .9  
I 1926 30 18179 3837 2 1 . 1  8-year average I 20.3 
I 1910 198 66866 9669 14.5 
I 1 920 1 93 61 951 1 1 968 1 9.3 
I 1 921 1 93 63344 12769 20.2 Summary of the \ 1 922 1 93 63874 12846 20.1 Five Counties I 1 923 193 67039 1 3000 1 9.4  
I 1924 213 76774, 1 4658 19.1  
I 1 925 1 72 56230 1 1093 19. 7  
I 1926 151 57987 1 101 1  19.0 -8-year average I 19.0 



TAXATION AND PU BLIC FINANCE IN S OU TH DAKOTA 35 

Wealth pro ductio n rather than wealth ( develo ped and undevelo ped 
natural reso urces, pro pert y, etc. ) was selected as an index o f  tax- paying 
ability. Acco rding to the Bureau o f  the Census, U .  S .  Department o f  
Co mmerce, there was but o ne o ther state in the U nio n in 1 922 that had 
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Fig. 3.-Indices of wealth production and direct taxes in South Dakota, 1900-1925. 1 900-
1 91 4 (  inclusive) equals 100. 

a per capita estimated value o f  all pro perty greater than that o f So ut h  
Dako ta. That state was Nevada. So uth Dako ta' s estimated value o f  all 
pro perty in that year was $ 4,20 4 pe r capita, as co mpared with an average 
o f  $2,731 . fo r all states. If that were taken as an index o f  tax- paying 
ability, then with the ex ceptio n o f  the tax payers in Nevada, tho se in 
So uth Dako ta were mo re favo rably situated in that year than any o thers 
in the U nio n. As a matter o f  fact, the tax -payers o f So uth Dako ta fo und 
their tax es difficult to meet in 1 922, chiefly because o f  the relatively lo w 
prices they received fo r their agricultural pro ducts. Wealth do es not 
co nstitute ability to pay tax es until thro ugh the medium o f  sale and 
price, it is• co nverted into a fund fro m which tax es may be paid. There­
fo re, a co mpo site index o f  wealth pro ductio n and price i s  co nsidered to 
give a truer picture o f  tax -paying ability. 

An index o f  wealth pro ductio n can at best indicate o nly in a general 
way tax -paying ability. It gives no defini te measure o f  that ability. 
Indices o f  wealth pro ductio n and to tal direct tax es in So uth Dako ta from 
1 900 to 1 92 5, inclusive, have been co nstructed with the five pre- war 
years, 1 910 to 1 91 4, inclusive, us ed as a base. Figure 3 sho ws that prio r 
to and durin g the war, with the ex ceptio n o f  the two years, 1 91 1  to 1 913,  
the relatio nship between wealth pro ductio n and direct tax es has been a 
favo rable o ne fro m the standpo int o f  the tax pa yer. Direct tax es were 
increasing during these years, but wealth pro ductio n was increasing at 
approx imately the same rate, and therefo re, no additio nal burden was 
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felt. During the l atte r ye ars of the war, from 1 91 6  to 1 91 8 ,  incl usive , 
we al th prod uction bore an e ve n  more favora ble rel ationship to taxe s. 
This was l argel y be cause the abnormal de mand and high price s stimu­
l ated prod uction and particul arl y agricul tural prod uction. He nce , al ­
though publ ic e xpe nd iture s  incre ased ve ry rapidl y d uring the war ye ars, 
we al th prod uction as ex pre ssed in both quantity and price , incre ased e ve n  
more rapidl y, and taxe s we re no more d ifficul t to mee t. 

Al though we al th prod uction re ached a pe ak in 1 91 8  and the n de­
cre ased rapidl y d uring the ne xt three ye ars, d ire ct taxe s on prope rty con­
tinued to incre ase not onl y  through the war ye ars, but d uring 1 91 9  and 
1 920-re aching a pe ak in the l atte r ye ar. The ratio of we al th prod uction 
to taxe s gre w more unfavorable in the se l atte r two ye ar s  making taxe s 
more d ifficul t  to mee t. I n  te rms of the five pre -war ye ars, the rel ation­
ship be twee n we al th prod uction and d ire ct taxe s, has bee n  an unfavorable 
one from the stand point of the tax-paye r, e ve r  since 1 920. This rel ation­
ship was the most unfavorable in 1 921. This is l argel y accounted for by 
the fact that the state ' s  we al th is l argel y agricul tural , and in that ye ar 
price s of fa rm p,rod ucts had re ached the ir l owe st point for the pe riod 
unde r conside ration. Naturall y, taxe s we re m ore d ifficul t  to mee t  that 
ye ar than at any time prior to or since that ye ar. 

The ratio of we al th prod uction to taxe s be came more favorable in 
1 922, 1 923 ,  and 1 924, d ue l argel y to an incre ase in we al th prod ucti on. E x­
ce pt for a de cre ase in taxe s in 1 920 from the ye ar pre vious, taxe s have 
re mained fairl y stable at a highe r post- war le vel. The rel ationship be ­
twee n  we al th prod uction and taxe s again gre w unfavorable from the 
stand point of the taxpaye r in 1 925 and 1 926 be cause of a marked fall ing 
of f in agricul tural prod uction and a rel ativel y small incre ase in d ire ct 
taxe s. This made taxe s more d ifficul t to mee t, particul arl y in the l atte r  
ye ar. I n  conne ction with the high post-war le vel of taxe s, it is well to 
re me mbe r that the state e nte rp,rise s-sold ie rs' l and se ttle me nt and sol­
d ie rs' compe nsation, have bee n  unde rtake n since the war pe riod . More­
ove r, an e xte nsive program of state highways and b rid ge s, and of county 
road s and brid ge s, has bee n  unde rtake n since the war ye ars. F inall y, 
much needed build ing l ike school s and court house s, del ayed as a re sul t 
of the war, has bee n  d one in the past seve n or e ight ye ars. This in itsel f 
would l argel y account for the highe r post-war le vel of taxe s. 

PUBLIC EXPENDITURES 

State Expe ndi tu re s.-The Bure au of the Ce nsus, U.  S. De partme nt 
Comme rce , publ ishe s e ach ye ar an anal ysis of the gove rnme ntal -cost pay­
me nts of e ach of the state gove rnme nts. As d efined by the Bure au of 
the Ce nsus, gove rnme ntal -cost payme nts incl ude " all costs of state gov­
e rnme nts, consisting of the costs of the se rv ice s e mpl oyed , prope rtie s 
constructed , p urchased , or re nted , publ ic improve me nts constructed or 
othe rwise acquired , mate rial s util ized , and inte re st on borrowed mone ys, 
which are incurred for ad ministe ring the ge ne ral gove rnme nt, prote cting 
pe rson, prope rty, and he al th, provid ing social nece ssitie s, and conve n­
ie nce s, caring for the de pe nde nt and del inque nt cl asse s, and pe rforming 
othe r se rvi ce s and carrying on othe r activitie s for which those gove rn-
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ments have authority." Governmental-costs are met by revenues derived 
from various sources. In South Dakota, state revenue is derived 
from taxation, from rent and interest, from the federal government, from 
fees, and from state enterprises and miscellaneous sources. The pnbJ ic 
expenditures that are met by direct taxation concern us more, of course, 
and will be discussed in some detail below. State expenditures, regard­
less of the source from which money is derived to defray these expendi­
tures, will, however, be discussed first. 

During the fiscal year ending June 30, 1926, the Bureau of the Cen­
sus in Washington reports that the state government of South Dakota 
cost $18,789,502, or $27.43 per capita. There is but one other year when 
governmental-cost payments were greater. In 1922, the per capita cost 
of state government was $27.92. In 1 926, the per capita cost of state 
government in South Dakota was exceeded by only three other states­
N evada, Delaware, and Wyoming. Per capita governmental-costs in 
these states were $50.61 ,  $31.14, and $28.47, respectively. 

In so far as the revenue necessary to cover the relatively high per 
capita costs of state government comes from sources other than from 
direct taxes,  the burden is not felt to such a great extent. The State of 
South D:;,,kota, as already mentioned, derives much of its revenue from 
school and public lands, from the federal government, and from sources 
other than direct taxes.  Therefore, the relatively high per capita cost 
of state government falls less heavily upon the p,eople of the state. Prop­
erty taxes are commonly regarded as the only direct taxes paid and a 
relatively small proportion of them goes to the state. In 1925, only 
$14.70 out of every $100 paid in taxes on both farm and city property, 
went to the state. The proportion of the total direct taxes paid that go 
to the state vary as between farm and city property. Out of every $10<? 
paid in taxes on farm property in South Dakota, $15.90,  on the average, 
goes to the state ; out of every $100 paid as taxes on city property, only 
$5.50, on the average, goes to the state. Thus, it is seen that a relatively 
small share of the total governmental-costs of the state are defrayed 
from direct taxes on property. 

The Bureau of the Census discusses these governmental-cost pay­
ments under different classifications. The costs of state government are 
divided into three classes-expense, interest, and outlays. Expenses are 
largely for salaries, and maintenance of state institutions and state de­
partments. They include not only the expenses of the general depart­
ments but also of public service enterp,rises. During the past fiscal year 
the expenses of running the state government were $14.61 per capita or 
53 per cent of the total governmental-cost payments. During the same 
year, capital outlays amounted to $7.83 per capita, or 29 per cent of total 
governmental-cost payments. These capital outlays were largely for 
highway construction-alm

'.

ost 80 per cent-and to a less extent for pub­
lic buildings, parks, etc. Per capita interest costs are relatively high in 
South Dakota. During the past year, interest on the state's indebtedness 
cost each man, woman and child in the state on the average $4.99 as 
compared with an average of 66 cents for all states combined. Per capita 
interest costs are high in South Dakota and help in a very material way 
to make the total per capita cost of state government high as compared 
with other states. 
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The Bureau of the Census discusses departmental expenses and out­
lays in considerable detail. It is pointed out by the Bureau that during 
the fiscal year ending June 30, 1926, the state spent $8.12 per capita 
for state highways. This amounts to 29 per cent of all governmental­
cost.s for that year and includes expenses of the Highway Commission, 
maintenance and construction of the state highways, and interest on the 
state highway bonds. State governmental-costs for highways have ex­
Cf'eded those for all other purposes since 1921. The money that is spent 
for highways is largely for construction although maintenance costs are 
constantly increasing. During the past three fiscal years an average of 96 
per cent of the money expended each year on state highways went for con­
struction and maintenance. The expense of maintaining the state's high­
ways is becoming more and more significant. During the fiscal year 
ending June 30, 1924, maintenance of the state's hJghways took only 
five per cent of the total highway revenue; by 1925, maintenance had 
increased to 121h per cent; and by 1926, as much as 191h per cent of the 
total highway revenue was spent in this way. In its annual report for 
1926, the State Highway Commission estimates that maintenance will 
now require approximately 30 per cent of the total highway revenue 
from all sources. 

There has been a relative decrease in the amount expended for high­
way construction since 1922. In that year, 94 1h per cent of the total 
amount expended on the state highway system was for construction. 
During the fiscal year ending June 30, 1926, 77 per cent of the total 
highway expenditures were for construction. Maintenance is carried on 
by the patrol system, averaging one patrolman to approximately nine 
miles. The patrolmen are county employees, but under the supervision 
of the State Highway Commission and are paid from state highway 
funds. During the fiscal year, 1926, 2207 miles of gravelled road were 
maintained at an average cost of $223.45 per mile ; 2107 miles of earth 
grade road were maintained at an average cost of $97.5;:, per mile. The 
total mileage maintained is now 4314 miles. 

Money spent for road marking, park construction, and tools and 
machinery, took less than one per cent of the total money expen<led on 
state highways in 1926. South Dakota's highways are well marked 
with signs indicating directions, mileage, curves, railroad crossings, etc. 
These signs do a great deal to facilitate travelling for those not familiar 
with the highways of the state. The money expended for road construc­
tion in the State Park was for the fire trails not included in the state sys­
tem of highways. The remaining 3 per cent of the total money ex­
pended on state highways in 1926, went for overhead expense, which 
includes such items as commissioners', engineers' and assistants' salaries 
and expense, office employees, supplies, etc. 

The expenditures and revenues for state highway purp,oses in South 
Dakota are given in Table XI. The points of particular significance are 
as follows : The increasing fiscal importance of the motor fuel tax as 
a source of state revenue-increasing from 3 1h  per cent of the total 
state highway revenue in 1923, to 39 per cent in 1926. During the three 
years, 1924, 1925, and 1926, the motor vehicle registration tax, the motor 
fuel tax, and federal aid, have contributed on the average, approximately 
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95 per cent of the total state highway revenue. There is no longer a 
property tax levied for general state highway purposes. The relatively 
small amount of revenue from general property taxes noted in Table XI 
is due to payments of old delinquent taxes being collected. The marked 
increase in the amount of mtoney expended for maintenance of state 
highway.:, should also be noted. The State Highway Commission esti­
mates that the constructed portion of the State Trunk Highway System 
already represents an investment of about 23 million dollars. The ex­
pense of maintaining that system is increasing rapidly. 

Education ranks second in costs of state government with $6.06 per 
capita. This includes the money spent for salaries and maintenance of 
state educational institutions, for the support of such board and allied 
departments as the Board of Regents, and for the Superintendent of 
Public Instruction. It also includes state aid and other apportionments 
that are made by the state to the common schools. Twenty-two per cent 
of the total governmental-costs of t.he state were incurred for education 
during the fiscal year ending June 30, 1926. 

Enterprises or branches of state service which have been established 
and are maintained by the state, cost $4.78 per capita last year. The 
largest item of cost was for interest on the bonds of these state enter­
p.rises like the cement plant, land settlement, and rural credit. The cost 
of administering these state enterprises makes up the second and about 
the only other cost element here, amounting to a little over $1.00 per 
capita. 

General government, which is sometimes regarded as a major cost, 
ranks fourth with $2.94 per capita. Included in state government costs 
are the salaries, expenses and maintenance of state constitutional of­
ficers and appointive departments. During the fiscal year ending Jmk 
30, 1926, salaries took approximately 45 per cent, expenses 30 p,�r cent, 
and maintenance and miscellaneous state expenditures took 25 per cent 
of the money spent on state government. Table XII gives a list of the 
various officers, departm;ents, . boards and commissions of the state gov­
ernment and the approximate cost of each as shown by the warrants 
issued by the state auditor, during the fiscal year ending June 30, 1926. 
Warrants issued do not alway measure the cost of state government, as 
in the case of state enterprises, but it is believed they give a fairiy true 
measure of the cost of government officers and departments. In con­
nection with the seemingly large proportion of total that goes to the 
Departments of Finance and Agriculture, it is well to point out that in 
1925, there was consolidated in these two departments, twenty-seven 
former state departments, boards, commissions and agencies, to which 
reference will again be made. 

A further $2.16 per capita was spent by the state government for 
charities, hospitals, and institutions of correction like the state peniten­
tiary. This money is largely spent for salaries and maintenance in such 
institutions as the Hospital for the Insane, the' School for the Deaf, the 
South Dakota School for the Blind, and the State School and Home for 
Feeble Minded. Interest on soldiers' bonus bonds and outlays for char­
itable and penal institutions have been included, but as already men-
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Table XII.-COST OF STATE GOVERNMENT IN SOUTH DAKOTA DURING THE 
FISCAL YEAR ENDING JUNE 30, 1926. 

Governor ____________________________________________ _ 
Secretary of State ____________________________________ _ 
State Auditor ----------------------------------------­
State Treasurer --------------------------------------­
Attorney General --------------------------------------
Commis::ioner of School and Public Lands ____________ _ 
Superintendent of Public . Instruction __________________ _ 
Board of Railroad Commissioners --------------------­
Supreme Court --------------------------------------­
Circuit Court11 ---------------------------------------­
Department of Finance ------------------------------­
Department of Agriculture ----------------------------
Adjutant General _______ ----------------------- ____ ___ _ 
Banking and Finance --------------------------------­
Board of Health -------------- --------- ---------------
Custer State Park _____________ -------------------- ___ _ 
State Sheriff ----------------------------------------­
State Fair Board -------------------------------------
Other -------------------------------------------------

Total _________________________________________ _ 

Amount 
$ 1 1 ,227 

1 3,474 
1 7 ,977 
1 9, 1 02 
33,856 
28 ,687 
37,038 
52.506 
57.882 
86,578 

128,920 
1 30 ,024 

39,596 
39,624 
48,779 
69,9 1 7  
41 ,699 
25 ,256 
65 ,444 

947,586 

Per Cent of Total 
1 .2 
1 . 4  
1 .9  
2.0  
3.6 
3 .0 
3 .9  
5 .5 
6 .1  
9 .1  

1 3 .7  
13.7  
4 .2  
.( ,2  
5 . 1  
7 . 4  
.( ,4  
2 .7  
6 .9  

1 00.0 

tioned, salaries and maintenance of thQse institutions are the more sig­
nificant items of cost. 

These are the most important purposes for which governmental­
costs have been incurred. Only brief mention will be made of the other 
purp.oses for which the state spends money. Last year the state spent 
$1.10 per capita for the development and conservation of its natural re­
sources. This includes the money the state spends on Extension Service, 
Experiment Stations, and Agricultural Associations. It also includes 
the money spent on fish and game resources. 

The state spent 56 cents per capita in 1926 in giving protection to 
persons and p,roperty-state police ; · in employing fish and game war­
dens ; on the regulation of financial institutions, insurance companies, 
public service and other corporations ;  for the regulation of the sale of 
oil and gas ;  and for prohibition enforcement. 

The state spent a further 58 cents per capita for the conservation of 
health and for sanitation, for supervising such work, for the prevention 
and treatment of comm.unicable diseases, for the conservation of child 
life, and for such activities as food regulation and inspection and the 
regulation of professic;mal occupations. 

Twelve cents per capita 'was spent in 1926 for recreational fa­
cilities-largely for the parks and reservations, and $1.06 per capita for 
such miscellaneous purposes as the State Home for Soldiers, the admin­
istration of public trust and investment funds, and for such purposes as 
printing and stationery. 

However, owing to the fact that the state derives approximately 
half of its revenue from sources other than taxation, state expenditures 
do not affect our pocketbooks so directly as do local exp,enditures, the 
money for which does come largely from taxes. Consequently, although 
per capita costs of state government are high as compared with other 
states, still the burden of state expenditures is not felt so much as that 
of local expenditures. Hence, local expenditures will be discussed in 
more detail than were state expenditures. The spending of the tax 
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Table XIII.-DISTRIBUTION OF PROPERTY TAXES ON FARM REAL ESTATE IN 
FIVE REPRE$ENTATIVE COUNTIES, ACCORDING TO LEVYING 

JURISDICTON-1919-1926 

State 

I I I J., J., 
I I Total I <!) <!) 
I Tax I p. D. 

"' ID I Year I Per I <!) >< <!) � <!) 
I I Acre I J., J., ol <.) E-t <.) 
I I E-t ol ol 

1919 .82 . 16  20 . 1  
1920 .94 .18 18.8 
1921 .98 . 1 4  14.8 

Brookings 1922 .93 .18 19 .6  
County 1923 .87 .18 20.2 

192 ,1 .96 .20 21 . 3  
1925 .80 .20 25.0 
1926 .83 . 1 9  22.9 

8-year average .89 .18 20.2 
1919 .73 . 12  16.0 
1920 .92 .13 14.0 
1921 .81 .11  13 .0  

Beadle 1922 .90 .12  13 .3  
County 1923 .77 . 1 1  14 .4  

1924 .79 .13 17.1 
1925 .79 .15 19.0 
1926  .82 .14  17 . 1  

8-year average .82 . 1 3  15 .9 
1919 .72 . 11  15.1  
1920 .81 . 11  1 3 .4 
1 92 1  .72 .09 12.6 

Day 1922 .70 . 1 1  1 5 . 3  
County 1923 .69 . 1 0  1 4 . 9  

1924 .70 .12 17.0 
1925 .74 .13 17 .6  
1926 .72 .12 17.6 

8-year average .73 .11 15 .1 
1919 .70 .12 · 

1 
1 6.9 

· 1920 .!!O . 1 3  14 .1  
1 !)2 1  .88 . 1 1  1 1 .9 

Hamlin 1922 .87 .12 I 13 .6 
County 1923 .80 .12 I 14 .6  

1924 .82 . 1 4  
I 

1 7.4 
1 925 .87 .15 1 7.2 
1 926 .81 .15 I 18.5 

8-year average .83 .13 I 15 .7 
1919 .08 .01 

I 
1 1 .7 

1920 .15 .01  8 .6  
1921 .17  .01  6 .6  

Pennington 1 922 .16 .01 8.6 
County 1 923 . 1 6  .01 I 8.5 

1924 . 1 9  .02 
I 

9.5 
1925 .38 .04 10.9 
1926 .36 .04 I 1 1 .2 

8-year averag-e .21 02 I 9.1 
1919 .61  . 10  I 1 6.4 
1 920 .74 .1 1 14.9 
1921 .71  .09 I 12 .7  

Summary of 1 922 .71 .11 I 15.5 
Five Counties 1 923 .66 . 1 1  

I 
16.7 

1 924 .69 . 12  17.4 
1925 .72 .14 19.4 
1 926 .71 .13 I 18 .3  

8-year average .69 . 1 1  I 15.9 

Levied by 

County 

J., +> <!) � ..... p. <!) ol "' u +> ., <!) 
� � � >< ol 
p.. 0 +> f< 

<!) J., <.) 
ti! 

Township and 
School District 

-::.... +> �-
c3 .5 � 

<!) ol <.) +> "' 
J., _g >< � �  � � 'S .5 p.. 0 ... ·------- --

.29 35.8 

.33 36.1  

.27 27.7 

.24 25.5 
. 1 9  2 1 . 7  
.24 24.7 
.2 1 26.3 
.20 24.1 
.25 28.1 
.34 46.7 
.39 42.2 
.26 31.9 
.34 37.3 
.21 28.0 
.26 33.5 
.21 26.6 
.21 25.6 
.28 34.1  
.32 43.9  
.30 36.9  
.23  31 .6  
.22  31 .9 
.25 36.0 
.24 33.7 
.22 29.7 
. 19  25.9 
.25 34.2 
.27 37.8 
.40 44.7 
.28 31 .5  
.27 31 .3  
.23 28.3 
.25 30.2 
.26 29.9 
.21 26.0 
.27 32.6 
.05 55.7 
.08 53.8 
. 10  58.9 
.10 62.3 
.10 61 .7  
. 10  5 1 .5 
.20 51.2 
.19 5 1 .5 
.12 55.8 
.25 41 .0  
. 30  40.5 
.23 32.4 
.23 32.4 
.20 30.3 
.22 31 .9  
.22 30.6 
.20 28.2 
.23 33.3 

.37 

.43 

.57 

.51  

.50 

.52 

.39 

.44 

.46 
.28 
.40 
.44 
.44 
.45 
.40 
.43 
.47 
.41 
.29 
.40 
.40 
.37 
.34 
.34 
.39 
.41 
.37 
.35 
.36 
.46 
.46 
.43 
.43 
.46 
.45 
.43 
.02 
.06 
.06 
.05 
.05 
.07 
. 1 4  
. 1 3  
.07 
.26 
.33 
.39 
.37 
.35 
.35 
.36 
.38 
. 35 

I 
I 44 . 1  

I 45 .1  
57 .5 I 54.9 
58 .1  

I 54 .o  
l 48 .7  
I 53 .o  
I 51 .7  
I 37 .3  
I in 
I 49 .4 
I 57.6 
I 49.4 
1 54.4 
I 57.3 
I 60.o 
I 41 .0  
I 49 .7  
I 55 .s  
I 62 .8  
I 49 .1  
I 49.3 
I 52.7 
I 56.5 
I 50.7 

I !t� 
I 56.6 
I 55.1  
I 57.1  
I 52.4 
I 52.9 
I 55.5 

I 35 . 1  
I 42.6 
I 4U 
I 64.9 
I 52.1 
I 53.o 
I 60.7 
I 5o.o 
I 53.5 
I 50 .8 

-
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d ollar will be c onsid ered u nd er two gener al head ings-fir st, by whom 
it is spent, and sec ond ly, for what purpose it is spent. 

Th e Distribu ti on of Pr op er ty T axes Accor d ing to Levyi ng Juri sd iction on 
Farm a nd Ci ty R ea l  E state i n  Sou th Dak ota f or th e Y ear s, 

1919 to 1926, I nclu siv e. 

Th e f arm ta x d olla r.-The average total pr oper ty tax per acr e on 
farm land in five repr esentative c ou nties in the State of Sou th Dak ota, 
for the y ear s 1919 to 192 6 inc lu sive, was 69 c ents. Du ring that per iod, 
the state levied, on the aver age, 11 c ents or 16 per c ent of the total · 
proper ty taxes on far m land ; the c ou nty, 23 c ent s or 33 per c ent of the 
total taxes, and the township and sc hool d istr ic ts 3 5  c ents or 5 1  per 
c ent. Table X III gives the d istr ibu tion of the far m tax d ollar acc ord ing' 
to the levy ing jur isd ic tion in Sou th Dak ota. 

The pr opor tion of proper ty taxes levied by the state r anged fr om a 
low of 13 per c ent in 192 1, to a high of 19 per c ent in 192 5-a r ange of 
six per c ent for the per iod . The pr opor tion of taxes levied by the state, 
d ec reased on the aver age from 1919 to 192 1, and inc reased fr om 1922 to 
192 6, inc lu sive. Ther e was a small d ecr ease in the pr opor tion of taxes 
the state levied in 192 6 as c ompared with 192 5 .  The propor tion of prop­
er ty taxes levied on the aver age by the cou nty r anged fr om a low of 28 
per c ent in 192 6, to a high of 4 1  per c ent in 1919, and by the minor su b­
d ivisions, from 43 per c ent in 1919 to 5 5  per c ent in 1 921 . 

The vary ing propor tions of the total tax l evied by the c ou nty and 
minor su bd ivisions were appr oximately the same for all c ou nties stud ied 
exc ept Pennington, whic h is loca ted west of the Missour i River . Ther e 
t he st ate levied nine per c ent of the total property taxes, the c ou nty 5 6  
per c ent, and the minor su bd ivisions 3 5  per c ent. The pr opor tion of 
taxes levied by the c ou nty, and the minor su bd ivisions, mer ely reflec t 
the d ifferenc es in method of co nduc ting c ou nty, or loc al affair s. The 
g reater the d egr ee of c entralization in any jur isd ic tion, the lar ger the 
p ropor tion of taxes that will be levied by that jur isd ic tion. 

The pr opor tion of pr operty taxes levied by the state may be par tly 
exp,lained in the same way, althou gh, in Sou th Dak ota, t he state' s part 
is very muc h  affec ted by r evenu es fr om s ourc es oth er than the pr oper ty 
tax. The state d er ives its r evenu e  fr om d ir ec t  taxation, fr om fees, fr om 
the fed er al gover nment, and fr om sc hool and pu blic land s. Thu s the 
state tax levy on pr oper ty in the state is suc h  tha t it will give an amou nt 
of revenu e whic h, if add ed to that available fr om other sourc es, will 
y ield the total amou nt of r evenu e requ ired by the state. 

Compar ing the aver age of the fir sf fou r  y ear s of the per iod with 
the last fou r y ear s c over ed in the survey, ther e has bee n  a tend ency for 
the state and the township and sc hool d istr ic t  to tak e a lar ger propor­
tion of the farmer ' s  tax d ollar . The state took on the aver age appr oxi­
mately 15 per c ent of the far mer' s tax d ollar during the fou r year s from 
1919 to 1922, inc lu sive. Fr om 1923 to 192 6, inc lu sive, it took on the 
average 18 per c ent. The towns hip and sc hool d istr ic t took on the aver­
age 48% pe r c ent dur ing t he ear lier pe riod and 5 1  % per c ent dur ing the 
latter per iod . On the other hand, there  has been a tend ency for the 
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Table XIV.-DISTRIBUTION OF P ROPERTY TAXES ACCORDING TO LEVYING 

J URISDICTION ON CITY REAL ESTATE IN FIVE REPRESENTATIVE 
COUNTIES IN SOUTH DAKOTA-1919-1926 

Brookings 
County 

8-year average 

Beadle 
County 

8-year average 

Day 
County 

8-year average 

Hamlin 
County 

8-year average 

Pennington 
County 

8-year average 

Summary of the 
Five Counties 

8-year average 

*City taxes included. 

I I I Levied by 

I I I State 

\ l Total 
I I $ "'  
J Year \ Taxes* \ � � 
I I I oo !l  
I I I 
I 1919  I 2002 

I 
130  

1 920 2718  1 42 
\ 1921 I 3118  1 24 
1 1 922 2926 I 147  
\ 1 923 \ 3298  I 162  
J 1 924 I 3028  I 208 I 1 925 I 3407 I 266 

1926 I 3674 \ 261  
I I 

1919  \ 3658 I 194  
1920 I 2294 I 115  
1 92 1  2396 1 04 
1 922 J 2452 I 1 3 1  
1 923 I 2189

1 

I 137  
1 924 4536 332 
1 925 2470 168 
1926 2577 172 

1 9 19 
1 920 
1 921  
1922  
1923 
1 924 
1 925 
1926 

1919 
1 920 
1 921  
1922  
1 923 
1 924 
1 925 
1926 

1919  
l WO 
1921  
1 922 
1 923 
1 924 
1 925 
1926 

1 91 9  
1920 
1921 
1 922 
1W3 
1 924 
1 925 
1926 

2 695 
1

1 178 
3378 185 
3757 I 191  
4063 I 2 1 1  
3 7 7 4  I 239 
3522 I 299 
3606 333 
2892 I 230 

3089 I 185 

mi 1i � � �  

4279 1· 1 98 
4514  205 
4038 I 262 
1619  

I 
123  

1814  1 25 

3927 
5462 
6391 
6067 
6582 I 7806 

I 
5478 
5431 

I 15371 

1
18212  
20332 
1 9787 

I 20357 
I 22929 
I 1 6651 
I 1 6388 

175 
226 
2 1 6  
251 
245 
376 
305 
306 

862 
861 
807 
944 
988 

1477 
1 195 
1094 

County 

6.5 
5 .2 
4.0 
5.0 
4.9 
6.9 
7.8 
7.1 
6.0 

232 
264 
232 
1 9 1  
1 8 0  
2 4 1  
270 
274 

567 
345 
255 
367 
265 
652 
239 

5.3 
5.0 
4.4 
5.3 
6.3 
7.3 I 
6.8 

1

1 6.7 252 
6.o I 
6 .6 I 521 
5 .5  501  
5 .1  \ 463 
5.3 I · 454 
6 .3  580 
8.5 I 592 
9.2 I 547 
7.9 340 
6.8 
6.o I 
4 .4 I 
3 .7  I 
4.6 I 
4.5 

11 6.5 
7.3 

1

1 6 .9 
5 . 1  I 

4 1 6  
6 1 3  
455 
454 
398 
454 
207 
1 78 

4.5 I 708 
4.1 I 1 1 1 1  
3.4 

1

1

1 

1583 
4.1  1544 
3.7 1516 
4.8 J 1 838 
5.6 I 1319  
5.6 I 1304  
4.4 I 
5 .6  I 2444 
4.7 I 2834 
4.o I 2988 
4 .8  I 3010 
4.9 I 2939 
6 .4  I 3777 
7.2 J 2582 
6.7 J 2348 
5.5 I 

1 1 .6 
9.7 
7.4 
6.5 
5.5 
8.0 
7.9 
7.5 
7.8 

15 .5 
1 5.0 
10.6 
15.0 
12 . 1  
1 4.4 

9.7 
9.8 

1 3 .0 
19.3 
1 4.8 
12 .3  
1 1 .2 
15 .4  
16 .8  
15 .2 
1 1 .8 
14.4 
13.5 
14 .1  

9 .7  
10.6 

8 .8 
1 1 .2 
12.2 
9.8 

1 1 .2 
18.0 
20.3 
24.8 
25.4 
23.0 
23.5 
24.0 
24.0 
23.2 
15 .9 
15 .6  
1 4.7 
15.2 
14.4 
1 6.5 
1 5 . 'i  
1 4.3 
15.3 

Municipality 

1 640 
2312 
2762 
2588 
2956 
2579 
2871 
3139 

2897 
1834 
2037 
1954 
1 787 
3�52 
2063 
2153 

1996 
2692 
3103 
3392 
2955 
2631 
2726 
2322 

2488 
3554 
4043 
3627 
391 1 
3322 
1360 
1 5 1 1  

3044 
4125 
4592 
4272 
4821  
5592 
3854 
3821 

1 2065 
14517  
1 6537 
15833 
1 6430 
1 7676 
12874 
12946 

81 .9  
85 . 1  
88 .6  
88 .5  
89.6 
85.1 
84.3 
85.4 
86.2 
79.2 
80.0 
85.0 
79.7 
8 1 .6 
78.3 
83.5 
83.5 
81 .0  
74 . 1  
79.7 
82.6 
83.5 
78.3 

I 74.7 
. \ 75.6 

I 80.3 
78 .8 
80.5 
8 1 .5 
86.6 

84.8 
86.7 
82.3 
80.5 
83.3 
83.7 
77.5 
75.6 
71 .8  
70.5 
73.3 
71 .7  
70.4 
70.4 
72.4 
78.5 
79.7 
81 .3 
80.0 
80.7 
77.1 
77.3 
79.0 
79.2 
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c ount y t o  t ake a less pr oport ion of t he far mer' s t ax dol lar .  Fr om 1 91 9  
t o  1 922, inclusive, t he count y absor bed 3 6% per cent of t he t ax dollar , 
and fr om 1 923 t o  1 926, inclusive, appr ox imat ely 30 per cent . 

The city t ax d oll ar.-Dur ing t he same per iod, t he st at e, as com­
pare�d wit h t he count y and t he t owns and cit ies included in t he sur vey, 
levied a r elat ively small pr oport ion of t he t ot al propert y t ax on cit y  r eal 
eist at e. Fr om 191 9 t o 1 926 , inclusive, t he st at e t ax was on t he aver age 
6 per cent of t he t ot al, t he count y  15 per cent , and t he municipalit y, 7 9  
per cent of t he t ot al dir ect t ax es up on cit y r eal est at e in Sout h  Dakot a. Ap­
pr ox imat ely 45 per ce.nt of t he t ot al t ax ,  lex ied by t he t owns and cit ies, 
was for schools, and 35 per cent was for t own and cit y  administr at ion. 
Table XI V gives t he distr ibut ion of t he cit y  t ax dollar accor ding t o  t he 
levying j ur isdict ion in Sout h Dakot a. 

Her e again t he var ying proport ions of t he t ot al pr opert y t ax levied 
by t he count y or by t he t own or cit y  mer ely r eflect differ ences in met hod 
of conduct ing count y or municipal affair s. Of t he t owns and cit ies in­
cluded in t he survey, t he relat ive pr oport ions of t he t ot al pr opert y t ax 
levied by t he differ ent t ax j ur isdict ions, var y mo st for Rapid Cit y in 
Penningt on Count y. Ther e the st at e levied, on t he aver age, only f ive 
per cent of t he t ot al t ax for t he year s  1 91 9  t o  1 926, inclusive, wherea s 
t he count y levie d  23 per cent ,  and t he cit y  7 2  per cent . Brookings cit y, 
on t he ot her hand, has a r elat ively low count y t ax levy, and a r elat ively 
high school t ax levy. Just as in t he case of far m propert y, so t he pr o­
port ion of t he t ot al t ax levied by t he st at e on cit y  r eal est at e, will be 
det er mined lar gely by t he amount of r evenue available fr om sour ces 
ot her t han t he gener al propert y  t ax .  

When the t ax es t hat ar e levied by t owns and cit ies for gener al pur­
poses ar e ex cluded as in Table XV, it is found t hat t he st at e levied on 
t he aver age 8 per cent of t he t ot al st at e, count y, and school distr ict 
t ax es on cit y r eal est at e  ' dur ing t he year s  1 91 9  t o  1 926 inclusive, t he 
count y 24 per cent , and t he municipalit y 68 per cent . The cit y t ax es 
ex clude d ar e t l10 se levied for pur poses for which t her e is no count er part 
in t he r ural distr ict s. 

The Pe r Ce nt Di st ributi on as t o  Pu rp ose f or Which Prop erty Taxe s on 
F arm and City Re al E state We re Levie d i n  the St ate of South 

Dak ot a Du ri ng the Ye ars 1919  t o  1926, Inclu sive. 

Dur ing t he year s, 1 91 9  t o  1 926, inclusive, as much as 8 9  per cent of 
t he t ot al dire ct t ax es on far m pr opert y in five r epr esent at ive count ies 
of Sout h Dakot a, was spent on t he aver age for t hr ee maj or pur poses­
e ducat ion, highways, and for st at e a nd local gover nme nt . Educat ion 
t ook 42 per cent of t he far m t ax dollar ;  highways 27 per cent;  an d stat� 
and local gover nment t ook 20 per cent . 

E duc ati on.-Educat ion was t he most import ant pur pose for whic h 
t he far m  .a nd t he cit y  t ax dollar was spent . Cost s of educat ion include 
t he money r aised by distr ict levy and spent on common schools, the 
money appr opr iat ed by t he st at e legislat ur e for st at e  educat ional inst it u­
t ions, and for boards and associat ed depart ment s like t he boar d  of r eg ents 
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Table XV.-PROPERTY TAXES OTHER THAN THOSE LEVIED BY THE .CITY, DIS­
TRIBUTED ACCORDING TO LEVYING JURISDICTION ON CITY REAL 

ESTATE IN FIVE REPRESENTATIVE COUNTIES IN SOUTH DAKOTA 
1 9 1 9-1926 

B-rookings 
County 

8-year average 

Beadle 
County 

Levied by 

State County Municipality 

\ Total § � I _e, j � � � * � � 
J I V "'  t.l .., en i:: "' t.l ..,  rn <1, f!) t.l -+> :fl 

Year I taxes* 
I 

j �  t : � g � t : � � �  � .s � .,, - il< 0 .... 0 .... il< 0 .., 0 ... l � .!] 
-

-
1 --\- I - 1- - 1 - -1 , - -

1919  J $ 1377 $130 I 9.4 I $232 J 1 6.9 J $ 1015  J 73.7 

li9?
2

2
2

2� 
I

I 

�1

7

8/4/7
3 I 1

1/4
2!7 

· 1 ti I m '

1 

it� I m� I ��:� I 8.0  
I
I 191 1 0.3 1 509 I 81 .7 

1 923 2 1 83 1 62 7 .4  180 8.3 J 1841  I 84.3 
1924 I

I 
1 765 

I 
208 1 1 .8 241  J 1 3.7 J 1316 J 74.5 

1 925 2200 266 · I 1 2. 1  
1
1 270 J 12.3 I 1 664 I 75.6 

I 1926 I 2490 I 261  I 10 .5 274 I 1 1 .0 J 1955 I 78.5 
I I 1 980 I 180  I 9 .1  I 235 I 1 1 .9 I 1565 I 79.o 

I im I i��� 1 ii: I t� 1 ::; 1 ��:i ! im 1 �ti 
J 1 92 1  I 1283 I 104 8.1  I 255 J 1 9.9 J 924 I 72.0 I 1 922 1576 131 I 8.3 367 I 23.3 

I
I 1078 I 68.4 

1923 1 174 . 137 1 1 .7 265 22.6 772 I 65.7 
I 1 92 i I 2es2 J 332 J 12 s I 652 J 24.6 J 1 66l} J 62.9 
I 19� J 1 440 J 1 68 

1
1 1 1 .7 J 239 

1
1 16.6 

1
1 1033 I 71 .7 

------�1_1_9_26_�1 __ 1499 I 1 72 1 1 .5 J 252 1 6.8 1075 I 71 .7  
8-year average 

Day 
County 

8-year average 

Hamlin 
County 

I I 1 651  I 1 69 I 10.2 I 368 I 22.3
0
_

-;-
I _1 1

c-c-
1_4-.,-J_6_7._5_ ' I 1919  

)

I 1929 

I 

178  I 6.6 J 521 J l !J.3 I 1230 I 74.1 
1
1

9
9�1 

2399 185 5.5 J 501  J 14 .8 J 1 7 1 3  I 79. 7 

1 1 9�� m: m 1
1 

t� 1 m I ff� 1 m� 1 �t: 
1 923 J 2633 , 239 6.3 J 580 J 1 5.4  J 1814 J 78.3 
1 924 I 2594 I 299 I 8 .5 I 592 I 16.8 I 1 703 I 74.7 

I 1 925 ! 2698 I 333 
1
1 12.3 I 547 J 20.3 I 1818 I 67.4 

I 1926 I 2187  I 230 1 0.5 340 J 15 .5 I 1617 I 74.o 
I I 2521 I 234 I 9.3 500 I 1 9.8 I 1787 I 70.9 I 1919 J 1890 I 185 

I 
9.8 4 1 6  J 22.0 I 1289 68.2 

1920 I 2631 1 93 7.3 613 I 23.3 J 1 825 69.4 I 1 921 245> I 1 72 7.o 455 1 8 .5 I 1 828 74.5 
1922 I 2197 I 1 98 9.o 454 I 20.7 I 1545 70.3 

I 1 923 I 231 1 I 205 I 8.9 398 I 17.2 I 1108 73.9 
I
I 

1 92 {  I
I 

2073 I 262 I 12 .6  454 I 2 1 . 9  I 1 357 65.5 
1925 895 123 1 3.8 207 I 23 .1  I 565 63.1 
192fi J 998 J 125 12.5 178 J 1 7 .8 1 695 69.7 

-8--y-e-ar_a_v-er_a_g_e --,-J -- J 1 93 1  J 183  J 9.5 397 I 20.5 1 352 69.3 
I
I 

1919 

1
'
1 

2395 I 1 75 I 7.3 708 I 29.� 1512 63.1 
1 920 3664 226 6.2 1 1 1 1  1, 30.3 2327 63.5 

J 1 921  4009 216 5.4 1583 39.5 2210 55.1 
Pennington / 1 922 / 4308 J

I 

251  J 5 .8 1544 I 35.8 2513  58.4 
County 1921 4!699 245 I 5.2 1516 I 32.3 2938 62.5 

I 1 924 
I
I 5574 

I 
376 ,1 6 .7  1838 ,' 33.0 3360 60.3 

I 1 925 3860 305 7.9 1319 34.2 2236 57.9 
_______ I 1 926 3837 306 I 8.o I 1 304 I 34.o I 2227 58.o 
8-year average J --- -- J-4043 J 263 J 6.5 - J - 1 365 - J - 33.8 - J - 2415 - I 59.7 

I
I 1919 I 966()-J-862_J_8:-9- l2444_1_25.3- J-6363-l-65.8 

1 920 
,
'
, 

1 1 968 I
I 

861  J 7.2 J 2834 I 23.7 I 8273 I 69.t 
J J \l'H 1 27fi\l 807 J 6.3 I 2\l8� I 2 'U J 8\l7  4 I 7<UI 

Summary of the I 1 922 12846 944 I 7 .4 I 3010  I 23.4 I 8892 I 69.3 
Five Counties I 1923  I 1 3noo I 988 I 7.6 I 21l:l9 I 22.6 I 9073 I 69.8 I 1 924 I 1 4658 I 1477 I 1 0.1  I 3777 I 25.8 I 9404 I 64.t 

Hl25 I 1 1 093 I 1 1 95 I 1 0.8 I 2582 I 23.3 I 731 6 I 65.9 
i 1 9�6 I 1 1 0 1 1  I 1 094 I 1 0.0 I 2348 I 2 1 .3 I 7i;5q ! 68. 7 

8-year average T I 1 21 2 7  I 1 029 I 8.5 I 2865 I 23.6 I 8233 I 67.9 
•City taxes excluded. 
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and the super intend ent of public instru ction. I t  also incl ud es state aid 
to schools. Ther e was, on the aver age, approx imately 41 1/z per cent of 
the farm tax d ollar spent on ed ucation d ur ing the above p,er iod . All of 
this, with the ex ception of 3 1h per cent of the tax d ollar , went to the 
suppor t of the public schools. Of that which went to the public schools, 
3 7 1/z  per cent was r aised by d istr ict levy and went d ir ectly to the schools. 
The r emaining one- half of one per cent which went to the public schools 
was fir st appr opr iated fr om the gener al fund by the state legislatur e 
a nd then lar gely ap,por tic ned out to the school d istr icts as state aid. 
Only one-tenth of one per cent went to the S uper intend ent of Public 
I ns tr uction for salar y and ex penses. The r emaining 3 1/z per cent of that 
por tion of the farmer' s tax d oll ar which went for costs of edu cation, 
went to the Board of Regents, the S tate U niver sity, the S tate College of 
Agr icultur e, the S chool of Mines, and the four normal schools in the 
s tate. The following table shows that por tion of the far m and the city 
tax d ollar which w ent for costs of ed ucation. 

Table XVI.-THE PER CENT DISTRIBUTION OF THAT PORTION OF THE FARM 
AND CITY TAX DOLLAR WHICH WAS SPENT FOR EDUCATION ON THE 

AVERAGE FOR THE PERIOD, 1919  TO 1 926, INCLUSIVE. 

I I I Common Supt. 

I
I 

School State I of public I State I Board of 
District Aid I Instruction I Institutions I Regents Total 

I I I 
I I 

I 
I 

Farm tax dollar __ J 37.4 0.4 I 0 .1 3.7 I (a ) 41 .6  
City tax dollar ___ ! 43.5 0.1 I (a ) 1 .2 I (a ) 44.8 

(a) Less than one-tenth of one per cent. 

I t  will be noti ced that as much as 43 1/z per cent of the 44. 8 per cent 
of the city tax d ollar which w ent for costs of ed ucation, was r aised by 
d istr ict levy and went d ir ectly to the public schools. Only a l ittle over 
one per cent of the city tax d ollar went to the suppor t of state ed uca­
tional institutions. N o  d efinite tr end is noted in the pro por tion of the 
far m and city tax d ollar that goes for ed ucational pur poses-the pr o­
p or tion levied for this pur pose var ied up and d own fr om year to year 
d urj ng t he per iod .  

? ublic schools ar e by far the maj or cost of ed ucation and w il l  be 
cons id ered fir st. S alar ies of public school teacher s const itute the most 
im por tant public school ex pend itur e. D ur ing the per iod , 1 91 9  to 1 92 6, 
inr lusive, 44 p er cent of the total ex pend itur es for pu blic s ch0r1l s in 
S out h D akota was for salar ies. I n  r elation to the gener al pr ice level or 
the pr ices paid for good s and other ser vices, the aver age salar y paid 
teacher s in public schools has not var ied gr eatly d ur ing the above per iod , 
ex cept for a marked d ecr ease in 1 920 fr om the year pr evious, when 
ther e was a gener al de cr ease in p,r ices. The aver age annual salar y of 
teacher s actually incr eased in 1 92 1  over that of 1 920 , but pr ices, par­
ticular ly agr icultur al pr ices, d ecr eased still further . Ex pressing the 
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trend of teachers' salaries in terms of dollars, salaries were only about 
$60 less on the average for all grades of teachers in public schools 
during the last four years of the p,eriod, than they were in the earlier 
four years of the period. 

(JOYEBlfMElff &Q % 
{STATE .Z % 

COUNTY I� % 
TOWNSHIP 6 � 

HluHWAYB 
tSTATf 
COUNTY 

TOWNSHIP  

EPUCAT!Olf 4Z % 
(PUB�IC SCHOOLS 
lOTH£1l� 

Fig. 4.-The average per cent distribution of the farm tax dollar according to the pur­
pose for which spent in five representative counties in  South Dakota, from 1919  to 1926, 

inclusive. 

Although salaries for teachers have not decreased to an extent as 
great as prices of commodities during this period, it is well to point 
out in this connection, certain things which would justify a relatively 
higher sc2,le of salaries for public school teachers after allowing for 
changes in the general price level. In the first place, the average length 
of term in days has increased from 163 days for all types of schools in 
1920 to 172 days during the past three years. In the second place, more 
and more public schools have availed themselves of state aid, thus in­
dicating that they had raised their standards to meet the requirements 
for state aid schools. One such requirement is the employment of .a 
first grade teacher. In the third place, there is evidence that teachers 
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in public schools are gaining more experience and have higher quali­
fications to carry on their work. During the first four years of the 
period, 7 per cent of the public school certificates were granted on the 
basis of r�newal, and during the last four years, 1 1  per cent. The in­
crease has been particularly marked during the past two years. The 
steady increase in the number of certificates that have been renewed 
would imply more years of experience for teachers. There was also a 
marked tendency during the period to secure certificates by credentials 
rather than by examination. Moreover, the number of certificates grant­
ed on the basis of validation has fallen off considerably during the past 
two years. In 1919, 70 per cent of the certificates granted were based 
on an examination, 20 per cent on credentials, 3 per cent on validation, 
and the remaining 7 per cent on renewal. In 1926, these same relative 
percentages were as follows : examination, 57 per cent; credentials, 30 
per cent; validation, 4 per cent; and renewal, 9 per cent. 

That public school teachers are becoming more highly qualified is 
also suggested by the fact that, during the period, the number of third 
class certificates granted has decreased from an average of about 12 
per cent of the total, to none at all during the last four years of the 
period. At the same time, the number of first class grade certificates 
was 153 per cent greater in 1926 than in 1919, and second class certi­
ficates, 50 per cent greater. 

During the above period, the average salary paid male teachers 
was 7 per ��11t greater than that paid female teachers in rural schools, 
25 per cent more in town and city independent schools, and 181h per 
cent more in consolidated schools. In all types of schools, male teachers 
received a salary on the average 18 per cent greater than that of female 
teachers. Only in one year, 1920, and in rural schools only, was the 
· average salary of female teachers more than that of male teachers. 
The average salary paid female teachers that year was 4 per cent great­
er than for male teachers. In general, female teachers are much more 
adapted for work in the rural schools than are male teachers, and the 
discrepancy in the salary paid for the same teaching duties is far less 
justified than it is in the case of independent town and city schools; 
and consolidated schools, where the factor of discipline is probably more 
important. There is, however, a relatively small number of male 
teachers employed in the public schools of South Dakota. Of the total 
number of teachers employed during the period, only 12 per cent on the 
average were male teachers. Table XVII gives the relative importance 
of public school expenditures. 

The second most important purpose for which schools expended 
money was for school houses and sites. As much as 30 per cent of the 
total school expenditures was for school houses, sites, and the redemp­
tion of and interest on indebtedness incurred largely to p,rovide school 
houses and school house equipment. This class of school expenditure 
was even more important than that of teachers' salaries in the case of 
consolidated schools-being 44 per cent of the total expenditures for 
the period, whereas salaries of te-:.chers in consolidated schools were only 
30 per cent of the total expenditures. 
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Table XVII.-THE AVERAGE PER CENT DISTRIBUTION OF PUBLIC SCHOOL 
EXPENDITURES IN SOUTH DAKOTA FOR THE PERIOD, 

19 19  TO 1 926, INCLUSIVE 

Per Cent 
Expenditure of total 

Teachers' salaries __  ______ _____ ___ _ _ __ __ _ _ _ _ _ _ _ ____ __ ____ __  __ ________ _ _ ___ __ __ 44 
School houses, sites, etc·------------------------------------------------------ 12  
·Redemption of  bonds and warrants _____________________________________________ 1 3 
Interest on bonds and warrants___ ____________________________________________ 5 
Incidental expenses, fuel, etc·-------------------------------------------------- 5 
Repairs to buildings, replacement,_____________________________________________ 3 
Tuition ---------------------------------------------------------------------- 3 
Furniture -------------------------------------- __ ---------------------------- 2 
Transportation of pupils__________________________________________ ______________ 2 
County Superintendent ____ ---------------------------------------------------- 1 
Textbooks __ _ __ ___ __ _ __  ____ _ _ _ __ _ __ _ _ _ _ _ _ __ _ ____ _____ ___ ___ ____ _ __  _ __ __ _ __ ____ 1 
Salaries to school officers ________ --------------------------------------------- (a)  
State superintendent ----------- _ ---------------------------------------------- (a)  
County institutes ---------------------------------------·--------------- ------- (a) 
Other purposes --------------------------------------------------------------- 8 

TotaL _____ -- ----------------------------------------------------·---___ 1 00 
(a)  Less than one per cent. 

aov.Eglf KElfl 
{STATE Lus 1., ... ,. 

COUNTY 
CITY 

I " 
, T " 

34 � 

.E.l)UCATIQI[ 4S % 
{PUBLIC SCHOOLS 43lfl � 

OTHERS I � " 

Fig. 5.-The average per cent distribution of the city tax dollar according to the purpose 
for which spent in five representative counties in South Dakota, from 1 91 9  to 1 926, 

inclusive. 
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Incidental expenses such as fuel, light, janitor service, etc., took 5 
per cent of the total public school expenditures. Repairs to school 
buildings and replacements took 3 p,er cent. Tuition has now become an 
important class of expenditure for rural schools. By Act of the 1920 Ses­
sion of the State Legislature, every boy and girl in South Dakota was 
accorded the opportunity of a high school education at the expense of 
the public. Fees are now paid by the school district from which each 
pupil entitled to high school tuition comes. While this form of expendi­
ture constitutes less than one-half of one per cent in the case of inde­
pendent and consolidated schools, it has increased from l 1h per cent to 
11 p.er cent of the total expenditures of rural schools during the period 
from 1919 to 1926 inclusive. Tuition fees took, on the average, 3 per 
cent of the total expenditures of all types of schools. 

Transportation is an important form of expenditure in the case of 
consolidated schools, taking 6 % per cent of the total money expended by 
consolidated schools, but only 1 % per cent in the case of all types of 
schools. Furniture took a further two per cent of the total expenditures, 
textbooks one per cent, and the office of the county superintendent, also 
one per cent. Less than one per cent of the total public school expendi­
tures during the period went on the average to each of the following : 
school offic2rs, the office of the state superintendent of public instruc­
tion, and th2 work of the county normal institutes. 

Rural schools have less in proportion expended on them per pupil 
enrolled than do independent and consolidated schools. Table XVIII 
shows that, as an average, 51.4 per cent of all the pupils enrolled in 
pubiic schools during the period, 1919 to 1926 inclusive, were enrolled in 
the rural schools of the state, 40.4 per cent in the independent town and 
city schools, and 8.2 per cent in the consolidated schools. 

Table XVIII.-EXPENDITURES PER PUPIL ENROLLED IN THE VARIOUS TYPES 
OF SCHOOLS IN SOUTH DAKOTA FOR THE PERIOD, 

1919 TO 1926, INCLUSIVE 

Year 

Per Cent Enrolled 

\ Rural I IndependentlConsolidatedl 
I T I I 

--,-- I 
'
1 

I 
I 1919  I 62.5 I 33.8 4 .1  

1920 I 53.5 I 40.5 

I 
6.0 I 

1921 I 5 1 . 4  I 39.l 9.5 
1922 I 50.5 I 39.7 9 .8 
1923 I 49.2 I 4 1 .4 9.4 
1 924 I 48.7 42.3 I 9.0 
1925 48.4 42.6 9.0 
1926 

i' 
47.8 I 43.7 I 8.5 

I I 
I 

', 
I 

8-yr. Av. \  5 1 .4 40.4 I 8.2 
I I I 

Per Cent of Total School Expenditures 

/ . I I State and 
I County 

Rural I IndependentlConsolidatedl Supervision 
I I I 

I I I 
55.7 37.2 6.0 I 1 . 1  
45 . 1  40.5 I 12.2 I 2.2 
40.6 42.3 15.3 1.8 
37.6 4o.O 15 .8 T 1 . 6  
40.7 44.6 I 1 3.0 I 1 . 7  
4 1 . 2  44.7 12.5 I 1 . 6  
43.0 44.2 I 1 1 . 1  1 .7 
44.2 4.3.4 I 10.8 I 1 . 6  

I 
I 

42.5 43.3 12.4 I 1 .8 
I 
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Only 42.5 per cent of the total money expended on schools went to the 
rural schools, 43.3 per cent to the independent town and city schools, and 
12.4 per cent to the consolidated schools. The last two types of schools 
have fared better than did rural schools with respect to the amount of 
money expended on them per pupil enrolled. Since 1922, however, the 
amount of money expended per pupil enrolled in rural schools has in­
creased and, by 1926, the proportion of money expended to number of 
children enrolled had become more favorable. In that year, 44 per cent 
of the total money expended on schools went to the rural schools, and 
47.8 per cent of the total number of pupils were enrolled in them. On the 
other hand, there has been a tendency, since 1922, for less money to be 
spent on each pupil enrolled in independent and consolidated schools. 
But in all years, the share of the total money expended on these two 
types of schools has exceeded the proportion of the pupils enrolled in 
them. 

It will be noted in Table XVII, that the per capita cost of rural 
schools per pupil enrolled is comparatively high when the relative ad­
vantages that each type of school offers is taken into cons_ideration. 
Moreoyer, per capita costs in rural schools have increased more rapidly 
than in other types. In 1926, per capita costs in rural schools per pupil 
enrolled were 54 % per cent greater than they were in 1920, ·25 per cent 
greater in the case of independent town and city schools, and 12 per 
cent less in the case of consolidated schools. For all types of schools 
combined, per capita costs of public schools per pupil enrolled were 41 112 
per cent greater in 1926 than in 1920. 

Table XIX.-PER CAPITA* COST OF PUBLIC SCHOOLS PER PUPIL ENROLLED 

Independent Consolidated 
Year Rural Schools Schools Schools All Schools 

1919  67.62 
1 920 68.13 80.79 1 63.56 78.!HI 
1921 85.72 1 17 .18  173 .82 1 06.42 
1 922 87.68 1 32.88 187.72 1 16 .13  
1 923 94,.82 123.64 157.60 1 12.56 
1 924 98.76 121 .50 159.90 107.17 
1925 97.96 1 14.66 136.82 108.56 
1926 105 .31  113 .15  144.07 1 12 .04 

8-Yr. Av. 91 .20 114.83 1 60.50 101 .19  

It has already been pointed out that public schools in South Dakota 
are largely financed by means of levying a direct tax upon the assessed 
valuation of property in the state. The assessed valuation per pupil en­
rolled in the public schools of South Dakota indicates in a general way, 
the ability of different counties and districts to meet school expenditures. 
Figure 6 gives the average assessed valuation per public school pupil in 
South Dakota for 1926. 

*NOTE : By per capita crnst is meant payment per individual taxpayer or resident 
of the community, not per pupil. 



TAXATION AND PUBLIC FINANCE IN SOUTH DAKOTA 53 

The average assessed valuation per pupil enrolled in that year was 
$11 ,402, but there was a very wide range as between counties. There 
were eight counties that had an assessed valuation per pupil of between 
$5,000 and $8,000 and three counties that had an assessed valuation 

. - ··-- ---�ftOilSA/'IOS or DOLLARS PCN PUPIL ----------

O S "  7 � 7
"' 

9 
� 9 '" 11 Im II "  13 • 13 " JS  11,; " 17 • /7 ""'' OVER 

Fig. 6.-Average assessed valuation per public school pupil by countie_; in South Dakota 
for 1926. 

per pupil of over $17,000. If the assessed valuation per pupil can be 
taken as an index of the ability to meet school expenditures, then as 
Figure 6 shows, the people in the eastern and southeastern parts of the 
state, have been more advantageously situated in this respect than those 
west of the Missouri River. However, the assessed valuation per pupil 
is not a very satisfactory index of the ability of taxpayers to meet school 
expenditures. Stanley County ( including the unorganized county of 
Armstrong) had the largest assessed valuation per pupil in 1926. This 
was due, however, to the relatively small number of pupils enrolled. Ac­
cording to the State Board of Equalization, the· average assessed valua­
tion per acre in Stanley County in 1926 was $10.69, as compared with 
$80.74 in Hutchinson County, and $72.97 in Hanson County. All three 
counties, however, had an assessed valuation per pupil of over $17,000. 
A larger public school enrollment in Armstrong County would make the 
assessed valuation per pupil less, but it is reasonable to assume that 
school expenditures would be little, if any more difficult to meet up to a 
certain point. There are school costs, like teachers' salaries and capital 
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outlays for school houses and school equipment, which are largely fixed 
and are, to a certain extent, independent of the number of pupils en­
rolled. Therefore, the assessed valuation per pupil enrolled only indi­
cates in a very general way the ability to meet school costs. 

The assessed valuation of agricultural lands per rural school pupil 
enrolled varies even more widely than the total assessed valuation per 
pupil enrolled in all types of schools. In 1926, there were four counties 
in which the assessed valuation of agricultural lands per rural school 
pupil was below $5,000, and two in which the assessed valuation of agri­
cultural lands per rural school pupil was over $25,000. The assessed 
valuation per pupil varies widely as between school districts in the same 
county. It varies as between different towns and cities in the state. 
Consequently in using it as an index of the ability to meet school costs, 
other factors such as the number of pupils enrolled, the school tax 
levy, the type of school, and the location of the school, must be con­
sidered. 

Govemment.-Contrary to what is sometimes thought, state gov­
ernment took a small proportion of the tax dollar during the period­
t wo per cent of the farm tax dollar, and less than one per cent 0f the 
city tax dollar. The proportion of the tax dollar that has been spent 
on the average for state government has remained almost constant 
since 1921. 

During the period studied, county government took on the average 
12 per cent of the farm tax dollar, and 7 per cent of the city tax dollar. 
Of the 12 per cent of the farm tax dollar which went for costs of county 
gc,vernment, 9 per cent was for general expense, and 3 per cent for sal­
aries of county officers. Of the 7 per cent of the city tax dollar which 
went for the same purpose, 5 per cent went for county general expense 
and 2 per cent for salaries of county officers. The proportion of the 
tax dollar which went for general expense, which includes office and 
traveling expense and expenses incurred for supplies, advertising, print­
ing, and various miscellaneous purposes, and salaries of county officials, 
has varied but little from the average for the period. Ip keeping with 
the general decrease in the prices of goods and services, however, county 
salaries have decreased from the high of the period 1919 and 1920. 
During the past five years, however, ther3 has been very little change. 

County government takes a relatively large share of the farm tax 
dollar. The question arises as to what extent county government costs 
could be reduced by consolidation. The term is here used to mean the 
consolidation of governmental offices and services within the county, 
rather than between counties. Consolidation without appreciable in­
crease in economy and efficiency of governmental administration is pos­
sible. Consolidation of a governmental jurisdiction, like the county, 
should be more than a mere consolidation of officers and offices under a 
nominal head. It should result in fewer officers, and less overlapping 
and more coordination in the work done. Industry has long known the 
advantages that come from consolidation. It would seem reasonable to 
believe that some of these same economies could come from consolidating 
governmental agencies. 
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During the period, 1919 to 1926 inclusive, township government took 
6 per cent of the farm tax dollar, and municipal government took 34 
per cent of the city tax dollar. Costs of city government are relatively 
high and yet they have been taking on the average less of the city 
property taxes since 1921. The proportion of property taxes levied for 
city administration has decreased from a high for the period of 36 per 
cent to a low of 31 per cent in 1926. 

A comparison between the relative proportions of the farm and the 
city tax dollar going for purposes of local government cannot be very 
satisfactorily made. City property owners pay more taxes in absolute 
amounts than do owners of farm property, and, therefore, the relative 
purden of state, county, and local administration borne by each cannot 
be measured in terms of the per cent distribution of taxes according to 
the purpose for which spent. Although city property owners pay more 
taxes than do farm owners, they obtain, on the .average, more conven­
iences and facilities of which farm owners are usually deprived-run­
ning water, electric lights, paved streets, fire protection, parks, etc. 
However, it has not been possible to break up, the general city levy ac­
cording to the purpose for which spent. If that could be done, some of 
that which is termed cost of municipal government, would be fire pro­
tection, lighting, sewage disposal, etc. 

Highways, roads, bridges.-State highways and bridges, county 
roads and bridges, and township roads, took on the average 37 per cent 
of the farm tax dollar during the years 1919 to 1926 inclusive, and 8 
per cent of the city tax dollar. Again, a comparison between the rela­
tive proportion of the farm and city tax dollar going for local roads is 
unsatisfactory. Cities have no township road levy, but some of the 
tax money raised by general city levy goes for somewhat similar pur­
poses as township roads-such as, the paving of the main streets of a 
city, the grading, curbing and gravelling of others, city boulevards, etc. 
Villages and, in general, smaller towns, have, however, a township road 
levy. 

State highways and bridges took, on the average, five per cent of 
the farm tax dollar and one per cent of the city tax dollar. This in­
cludes a one-tenth of a mill levy made for state highway purposes in 
1919, 1920 and 1921 ; a one-tenth of a mill levy made for state bridges 
from 1921 to 1926 inclusive ; and a levy made to provide sinking fund 
for and to pay interest on state highway bonds from 1919 to 1926 in­
clusive. Of the money which comes from property taxes and is spent 
for state highway purposes, less than one per cent of the farm and the 
city tax dollar has gone on the average during the eight-year period for 
bridges across the Missouri River. Practically all of the five per cent in 
the case of the farm tax dollar, and the one per cent in the case of the 
city tax dollar, has gone to pay interest on and provide sinking fund for, 
state highway bonds. By act of the State Legislature at its twentieth 
session in 1927, interest and sinking fund on state highway bonds are 
now to be met from the revenue derived from the one-cent additional 
motor fuel tax which became effective July 1, 1927. Hence, the only 
state highway expense •now met by a direct tax on property, is that for 
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the Missouri ·River bridges, which as already indicated, takes less than 
one per cent of the tax dollar. South Dakota's state highways are being 
financed .almost entirely by those who use the highways, and by the 
federal government. 

County roads and bridges took on the average 13 per cent of the 
farm tax dollar during the period, and six per cent of the city tax 
dollar. The relative amount expended on county roads reached a maxi­
mum for the period in 1924. During the past two years there has been 
a small decrease in the proportion of the farm and city tax dollar .that 
is spent for county roads and bridges, and for their maintenance. There 
were years during the period when some counties spent almost the whole 
proceeds from the county road and county bridge levies upon new con­
struction and very little upon maintenance. In other counties during the 
same years, most of the proceeds would be spent upon maintenance. In 
general, however, counties have been spending on the average about 
twice as much on road construction as on bridge construction, and road 
maintenance is usually a bigger item of expense than bridge main­
tenance. The salary of the county superintendent of highways and his 
office expense also varies as between counties-ranging from a minimum 
salary of $1200 a year to $3600, with an average of approximately $2000 
a year. The work of the county superintendent of highways is very 
important. He has charge of all road construction and maintenance in 
the county, and whether or not the people of the county have a well 
co-ordinated network of roads depends largely upon the extent to which 
he co-operates with state and township highway officials. 

County and township road costs are relatively high in South Dakota 
but the money so spent yields an economic return which is indeed sig­
nificant to the people of the state. The state is not well served by rail­
ways running north and south, and as a result much of the p·assenger 
and freight traffic goes by way of motor bus and truck in these direc­
tions. Not only do the good roads of the state facilitate transporta­
tion north and south, but, all over the state, good roads help to cut down 
the costs of marketing farm products and incidentally are helping to 
increase the value of farm land. Good roads and the bridges that have 
been built across the Missouri River have been instrumental in opening 
up the western part of the state to settlement, and the Black Hills 
region to tourist traffic. Counties are at present spending relatively 
more of the tax dollar for roads and bridges than townships. Moreove11, 
there is a tendency towards centralization in the county of local road 
and bridge matters. This would seem to be in the best interests of 
everyone-to the people of the township, the county, the state, and 
the country as a whole. More centralization in the county will make 
for a local road system more closely co-ordinated with the state and 
federal highway systems. In any program of road construction and 
maintenance there should be as close co-operation between local road 
officials and the county superintendent of highways, as there is be­
tween the latter and the state highway commission. 

Charitable and penal institutions.-Charitable and penal institutions 
constitutes the fourth most important purpose for which the farm and 
the city tax dollar is spent. This includ_es the money raised by county 
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levy f or Cus ter Sanitariu m, Mothers ' P ens ion, Maintenance of Ins ane, 
etc. , and als o the money appropriated by the s tate legis latu re for the 
su pport of penal and charitable ins titu tions . Du ring the years 1 91 9  to 
1 926 inclus ive, there was , on the average, s ix per cent of the f arm tax 
dollar s p. ent on penal and charitable ins titu tions , and two per cent of 
the city tax dollar. · A lthou gh the relative proportion of the tax doJ lar 
going f or su ch pu rpos es has varied bu t little in any y ear from t he 
average f or the period, there has been a tendency du ring the period 
f or thes e ins titu tions to b e  su pported more and more by s tate appro­
priation rather than by cou nty levy. This is as it s hou ld be, inas mu ch 
as su ch ins titu tions are really s tatewide, and do not belong to any par­
ticu lar cou nty. In terms of an ave rage f or the period, however, approx­
imately one- half of the amou nt s pent f or su ch pu rpos es is rais ed by 
cou nty levy, and one- half by s ta te levy. 

O th er pu rp oses.-A fu rther three per cent of the f arm tax dollar 
and one per cent of the city tax dollar, went to pay interes t on and pro­
vide· s inking fund f or the bonds of various s tate enterpris es like State 
Land Settlement, the Cement P lant, and Soi diers' Compens ation. A ll 
of thes e enterpris es have been u ndertaken s ince 1 91 9. Cou nty s inking 
:fu nd and interes t took a fu rther two per cent of the f arm tax dollar, 
and one per cent of the city tax dollar. The remainder of the f arm and 
the city tax dollar ( less than one per cent) was s pent f or wolf bou nty , 
the bu ilding of cou rt hous es ,  and f or various mis cellaneous pu rpos es , 
f or which the s tate legis latu re appropriated money ou t of the general 
fu nd. 

I n  cons idering s tate and local pu blic expenditu res , emphas is s hou ld 
be placed not s o  mu ch u pon the aggregate of expenditu res , as u pon the 
relative eff iciency of the s pending agency and the retu rn that is ob­
tained f or t he money that is s pent. In general, the s pending agency 
s hou ld be that political su bdivis ion which s tands to benef it mos t by 
that expenditu re, and which f or geographical and his torical reas ons , is 
in the bes t pos ition to adminis ter the s pending of su ch fu nds. The 
natu re of the pu rpos e f or which the expenditu re is made s hou ld de­
termine the s pe nding agency. It has already been noted that the penal 
and charitable ins titu tions are really s tate- wide, theref ore the tendency 
f or t he s tate to take on an increas ing s hare of their su pport is as it 
s hou ld be. Similarly , the tendency towards more centralization in the 
cou nty of local road matters w ill resu lt in the maximu m amou nt of 
benef it f or the people of the s tate. 

Edu cation, h, ghways , and organized government are the t hree 
maj or pu rpos es f or which mon ey is s pent by the s tate and by the 
local su bdivis ions in Sou th Dakota. Everyone is convinced of their 
valu e. The important qu es tion is not whether money s hou ld be s pent 
f or su ch pu rpos es bu t how mu ch s hou ld be s pent, and is the money that 
is being s pent giving in retu rn fu ll valu e? Is it being s pent by thos e 
who are res po ns ible f or the su ccess of that f orm of pup lic activity f or 
which the m(oney is s pent? A re the edu cational, highway , and other 
developmental programs wh ich have been adopted and are bei ng f ol­
lowed in keeping with the f inancial condition of the people? In s hort, 
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can the people afford such expenditures ? The question of public in­
debtedness is now to be considered. The relatively large per capita 
state and local debt in South Dakota sugge�ts that, highway building, the 
building of schools and expensive court houses, and other capital outlays 
for which money has been borrowed, are being pushed too rapidly. It 
has been noted that South Dakota is largely a one-industry state. Rela­
tively large public expenditures cannot be other than burdensome when 
agriculture is unprofitable. A closer relationship should exist between 
state and local expenditures in South Dakota and the ability to meet 
those expenditures, or, the net return from agriculture. 

PUBLIC INDEBTEDNESS OF SOUTH DAKOTA 
STATE DEBT 

In 1919 the State of South Dakota had no net debt. At the close of 
the fiscal year ending June 30, 1926, the state had a net debt of $17,-
172,000 or $25.07 per capita, according to the Bureau of the Census, 
United State Department of Commerce. The Bureau of Census defines 
net debt as the funded and floating debt of the state, less sinking fund 
assets. The floating debt of the state is very small. In fact, there 
was no floating debt until 1925. At the close of the fiscal year ending 
June 30, 1925, there was a floating debt of $500,000, made up of hail 
insurance warrants. At the close of the past fiscal year the floating 
debt was $2,500,000 made up, of tax anticipation: warrants. These forms 
of indebtedness were incurred for merely temporary purposes as con-_ 
trasted with the more permanent purposes for which the rest of the 
state's indebtedness has been incurred. 

Most of the state's indebtedness is funded and is evidenced by 
formal instruments like serial bonds which have a number of years to 
run. Table XXII gives the total and the per capita net debt of South 
Dakota for the years 1921 to 1926 inclusive. 

Table XXII.-NET PUBLIC DEBT IN THE STATE OF SOUTH DAKOTA. 

Year Net Debt Per Capita 

1921 $5,539,896 $8.63 
1922 14,,420,602 22.27 
1923 14,522,225 22.25 
1924 16,572,000 24.73 
1925 15,965,000 23.50 
1926 17,172,000 25.07 

It will be noticed that since 1922 the state's indebtedness has re� 
mained fairly constant at an average of approximately $23.50 per capita. 
The marked increase in the state's debt from 1921 to 1922 was largely 
due to the issuing of highway and soldiers' bonus bonds. 

At the close of the fiscal year ending June 30, 1926, only four other 
states in the Union had a per capita debt greater than the State of 
South Dakota. Oregon, with $43.61 had the largest per capita net 
debt. North Carolina followed with $42.03, Delaware $34.33, West Vir-
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ginia $28.85, and South Dakota $25.07. Nebraska was the only state in 
the Union that did not have any net debt during the year. The average 
per capita net debt for all states was $11.46. South Dakota's net debt 
was thus more than double that of the average of all states. 

According to geographic divisions, the Pacific Coast region with 
$22.52 per capita had the greatest net debt at the close of the fiscal 
year ending June 30, 1926. This region was followed by the South 
Atlantic and the Middle Atlantic states with a per capita net debt of 
$15.81 and $14.90, respectively. The West North Central States of 
which South Dakota is one, followed with a per capita net debt of 
$11.11. South Dakota with $25.07 per capita thus has a net debt more 
than double that of the average of the geographic division in which it 
is located. The average net debt for this region is approximately the 
same as the average net debt for all states. The large net debt of 
South Dakota was largely off set by Nebraska having no net debt in 
1926, and by the relatively small per capita indebtedness of Minnesota, 
Iowa, and North Dakota. 

Just as in other states, most of the public indebtedness in South 
Dakota has been incurred for the construction of public works-very 
little for passing needs such as recurring treasury deficits. Most of the 
debt is funded and has been incurred for more permanent needs like 
highways and for such purposes as state land settlement, the cement 
plant, and soldiers' compensation. Table XXIII gives in detail the pur­
poses for which the state has incurred debt. 
Table XXIII.-GROSS PUBLIC DEBT IN THE STATE OF SOUTH DAKOTA AS OF JUNE 30, 1926, CLASSIFIED ACCORDING TO PURPOSE FOR WHICH INCURRED. 

Kind 
Highway Bonds Soldiers' Bonus Bonds Land Settlement Bonds Cement Bonds Rural Credits Bonds Tax Anticipation Warrants 

Total 

Amount 
$5,350,000 $6,000,000 800,000 2,000,000 45,500,000 2,500,000 

$62,150,000 
With the exception of the rural credit bonds, these forms of indebt­

edness are to be paid through taxation-that is, a general tax levy is 
made on the assessed valuation of property in the state for the purpose 
of paying interest on the above bonds and also to set up si�king funds 
for their retirement. The rural credit bonds are an extension of credit 
from the rural credit fund upon first mortgages and are supposed to be 
paid, principal and interest, by the borrowers. The Rural Credit Board 
has the power to p,rescribe rules and regulations concerning the manner 
in which such bonds shall be sold, paid, and retired. 

Comparatively little of the debt that has been incurred has been 
retired. This is partly due to the fact that almost all of it has been 
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incurred since 1921. Five years is rather a short time in which to re­
tire any large amount of bonded indebtedness. The state constitution 
has imposed upon the legislature the duty of making provision for the 
retirement of the state's indebtedness. Legal safeguards relating to 
state debts have been set up and the state is definitely committed to 
a policy of debt retirement. 

LOCAL DEBT 
County Indebtedness.-There has also been a marked increase in the 

amount of borrowing done by the counties in the state. Money has been 
borrowed largely for county roads and bridges. Indebtedness of counties 
as evidenced by the amount of bonds and warrants outstanding, was 62 
per cent greater at the end of the fiscal year, June 30, 1926, than it was 
on June 30, 1919. All of this increase took place during the first four 
years of the period, from 1919 to 1922 inclusive. During the past four 
years, the amount of bonds and warrants outstanding in the counties has 
been on the average seven and one-half million dollars each year, or ap­
proximately $11.25 per capita. 

As shown by Table XXIV, the amount of outstanding debt varies 
greatly as between counties. At the end of the fiscal year, June 30, 
1926, there were sixteen counties in the state that had no outstanding 
debt of any kind. On the other hand, there was one county that had an 
outstanding debt of $768,000, or about $120 per capita. Much of the 
debt in this county has been incurred for irrigation projects. In gen­
eral, it would seem that a county with a small per capita debt is living 
within its income to a greater extent than the county with a large per 
capita debt. A small per capita county debt may also indicate that 
greater Teliance is placed upon direct taxation for financing roads, 
bridges, schools, improvements, etc. The per capita debt of any county 
may also reflect the character of the county administration-its 
efficiency or lack of it, its judgment as to whether the purpose for 
which money is borrowed is justified on the basis of economic return 
from such an investment, the timeliness and urgency of the objects for 
which money has been borrowed. 

Further, there seems to be a tendency in the state to rely on loans 
rather than on taxes for financing such projects as roads, schools, public 
buildings, etc. Property taxes are already burdensome in South Dakota, 
and· the disposition seems to be to raise the money required by a bond 
issue. This will not, of course, lighten the burden of such expenditures 
in the end, but the indebtedness is incurred in such a way that some of 
the burden of carrying it is apparently concealed to the average person. 

Public school indebtedness.-Total outstanding indebtedness of 
rural, independent town and city schools, and consolidated schools, in­
creased, oii the average, 218 per cent during the period from 1919 to 
1926 inclusive. Outstanding indebtedness of rural school districts in­
creased 121 per cent; independent town and city school districts, 213 
per cent; and consolidated school districts, as much as 458 per cent. 
Eighty per cent of the outstanding indebtedness was in the form of 
bonds, and the remaining 20 per cent was in the form of warrants. The 
former was largely incurred for the building of school houses, and the 
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Table XXIV.-TOTAL OUTSTANDING DEBT BY COUNTIES IN THE STATE OF 

SOUTH DAKOTA FOR THE' FISCAL YEAR ENDING JUNE 3 0, 1 926 .• 

Name of 
County 

Warrants 
Outstanding 

Aurora ------------------------------------­
Beadle ----------------------- '-------------

5 ,884 

Bennett -------------�--------------------- 147 ,233 

Bon Homme -------------------------------­
Brookings ---------------------------------- 1 ,472 

Brown ------------------------------------- 22 ,964 

Brule --------------------------------------
Buffalo ------------------------------------ 14 , 701 
Butte -------------------------------------- 387 ,540 

Campbell -----------------------------------
Charles· Mix ---------------------·----------
erark -------------------------------------- 20 ,950 

Clay ---------------------------------------
Codington ----------------------------------
Corson ------------------------------------- 31 9 ,624 
Custer ------------------------------------- 43 ,1 3 5  

Davison -----------------------------------­
Day ----------------------------------------
Deuel -------------------------------------- 482 

Dewey ------------------------------------- 1 1 5,284 

Douglas ------------------------------------
Edmunds ----------------------------------­
Fall River ----------------------------------
Faulk -------------------------------------­
Grant -------------------------------------­
Gregory -----------------------------------­
Haakon -----------------------------------­
Hamlin -----------------------------------­
Hand ·-------------------------------------­
Hanson ------------------------------------

2 9,091 

1 90,716 

90 

6 ,494 

28,453 
71 ,232 
8,285 

Harding ------------------------------------ 1 ,734 

Hughes ------------------------------------ 50 , 774 

�;��hinson " ------------------------------- --
1 O,OOO 

Jackson ------------------------------------ 246 ,793 

Jerauld ----------------------------------- · -
Jones . --------------------�---------------- 1 5 ,643 

Kingsbury ----------------------------------
Lake ---------------------------------------
Lawrence ------------·------------------------ 500 ,758 
Lincoln ------------------------------------
Lyman ------------------------------------- 252 ,276 

McCook --____ ---- ------- ------------------
. :Marshall -----------------------------------
Meade __ ------------------------------------ 1 69,640 
Mellette ------------------------------------ 363 ,746 

Miner ------------------· -------------------
Minnehaha --------------------------------- 249,649 

Moody ---------- -- --------------------- ----
Pennington ---------------------------------
Perkins ------------------------------------ · 132.432 
Potter -------------------------------------- 10,000 

Roberts ------------------------------------- 2 ,290 
Sanborn ------------------------------------
Spink -------------------------------------- 38 
Stanley ------------------------------------- 1 81 .243 

Sully --------------------------------------- 35,000 

Tripp -------------------------------------- 94 ,257 

Turner -------------------------------------
Union ------------------------------------ ------
Walworth ---------------------------------- 1 3,1 4 7  

Yankton ------------------------------------
Ziebach ------------------------------------ 5 1 ,499 

Total ::1.794.549  

Bonds 
Outstanding 

290,000 

1 4 ,000 

25 ,000 

5 5 ,000 

381 ,000 

150,000 

40 ,000 
85 ,000 
25 ,000 

94 ,500 

81 ,000 

1 1 5,00U 
130 ,000 

1 75 , 100 

1 5 ,000 

80 ,000 

40 ,000 

155,000 
70 ,000 

34 ,000 
1 0 ,000 

10 ,000 

15 9,000 

1 30 ,000 

2 4,000 

25,000 

35,000 
500,000 

24 ,000 
76 ,000 

30 ,000 

15 ,000 

400 ,000 

1 00 .000 
600 

74 ,000 

3,667.200 

Total 
Outstandinir 

Debt 

5 ,8,U 
290 ,000 

147 ,2 33 
1 4 ,000 

2 6,472 

22 ,964 
55',,000 

1 4 ,7 01 
768,540 

15 0,000 

2 0 ,950 

3!i9 ,624 

128.1 35 
25 ,000 

94 ,982 

196 ,284 
1 15 ,000 

1 59 ,091 
365 ,81 6 

90 
2 1 ,494 

1 08,453 

71 ,232 

48,285 

1 5 6,734 

120 ,774 

44 ,00 0  

2 5 6,793 

25,643 

659,758 

382 ,276 

24 .000 
1 69,640 

388,746 

249,649 

:!n .llllO 
500,000 
1 56 ,432 
86,000 

2 ,290 
30,000 

38 
1 81 ,243 

50,000 

494,257 

113 , 1 47 

6014 
125 ,499 

7,461 .749 

• Annual Report of the State Auditor for the fiscal year ending June 30 , 1926. 
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l atter f or tempor ary or short- time f inancing. Bond ed ind ebted ness in­
creases m ore rapidl y than warrant ind ebted ness. The f ormer increased , 
on the av erage, 248 per cent f or all types of school s, and the l atter 122 
per cent, f or the above pe riod . Ind epend eu t town and city school d is­
t ricts and consol id ated school d istricts h ad a r�l ativel y  l arger bond ed 
d ebt than d id rural school s, d uring the period . On the average, 8 8  per 
cent of the total d ebt of the f ormer f or the period , was bond ed , whil e 
d uring the same period , bond ed d ebt f or rural school s was 65 p,er cent 
of the total. Tabl e XX V gives the total outstand ing d ebt by types of 
publ ic school s in South Dakota f or the years 1919 to 1926 incl usive. 

M u ni cip al i nd ebted ness. -There are incorporated pl aces in S outh 
Dakota, l ike Lead in the western part of the state, and W ebster in the 
eastern part, that have no outstand ing d ebt at all .  There are other 
incorporated pl aces whose per capita net d ebt is over $ 100 . Ind ebted ­
ness has been incurred f or various purposes. Over on e- half of the in­
d ebted ness of Huron is mad e  up of City H all bond s; over one- half of 
W atert own' s ind ebted ness is mad e up of el ectric l ight pl ant bond s; 
about one- third of the ind ebted ness of Rapid City and one- half of that 

Table XXV.-TOTAL OUTSTANDING DEBT OF PUBLIC SCHOOL DISTRICTS IN 
THE STATE OF SOUTH DAKOTA FOR THE YEARS 

1919 TO 1926, INCLUSIVE.* 

YEAR 

Rural Schools-

Warrants 
Outstanding 

( 000 ) 

19 1 9  ---------------------------------------- 704 

1920 ------------------------- --------------- 683 

192 1 ---------------------------------------- 1,31 7 
1922 ---------------------------------------- 1,400 

1923 ----------------------------------------- 1,295 

192 4 ---------------------------------------- 1,327 

1925 ---------------------------------------- 1,314 

1926 ---------------------------------------- 1,375 

Independent Schools-
1919 ------------------------------------------- 646 
1920 ---------------------------------------- 966 
192 1 ---------------------------------------- 1,450 

1922 ---------------------------------------- 1,355 

1923 ---------------------------------------- 1,267 

19124 ---------------------------------------- 1 ,466 

1925 ----- -------- --------------------------- 1,447 

1926 ---------------------------------------- 1,493 

Consolidated Schools-
1 919 ---------------------------------------- 1 69 
1920 ---------------------------------------- 399 
1921 ---------------------------------------- 699 
1922 ---------------------------------------- 7 4 3  

1923 ---------------------------------------- 708 
1924 ---------------------------------------- 6 5 6  

1925 ---------------------------------------- 586 

1926 ---------------------------------------- 506 

All Schools-
191_9 ---------------------------------------- 1,5 19 
1920 ---------------------------------------- 2 ,048 
192 1 ---------- ------------------------------ 3 ,466 

1922 ---------------------------------------- 3 ,49·8 
1923 ------------------------------- --------- 3 ,270 

1924 ---------------------------------------- 3 ,449 

1925 ---------------------------------------- 3 , 347 
1926 ---------------------------------------- 3 ,374 

'Bonds 
Outstanding 

(000 ) 

1,057 

902 

1,1 1 6  

1,584 

1,992 

2 ,277 
2 ,397 

2 ,523 

3,154 

4,2 66 
7 ,047 
7 ,878 
9 ,265 

9 ,911 
10 ,293 

10,401 

623 

1,323 

2 ,801 
3,524 

3 ,954 

4 ,026 

3,942 

3,912 

4 ,834 

6,491 
10,964 

12 ,986 

1 5 ,2 11 

16 ,214 

16 ,632 

16 ,836 

Total 
Outstanding 
Indebtedness 

( 000 ) 

1,761 
1,585 

2 ,433 
2 ,984 
3,287 
3,604, 
3,71 1 
3,898 

3,800 

5,232 

8 ,497 -
9,233 

10 ,532 

11,377 

11,740 

11,894 

792 

1,722 

3,500 
�.267 
(,662 

( ,682 

(,528 
(,418 

6,353 
8 ,539 

14 ,430 

16,48( 
18,481 
19,663 
19 ,979 
20 ,210 

* Annual Reports of the Superintendent of Public Instruction for the years, 1919 to 
1926, inclusive. 
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of Redfield was incurred for city waterworks. Indebtedness has been 
incurred also for funding and refunding purposes, and for city audi­
toriums as in Milbank and Miller. Approximately 90 per cent of the 
indebtedness of the city of Artesian is in the form of sewer bonds. 
Towns and cities have relatively little floating debt. Almost all of their 
debt has been incurred for the more permanent needs as indicated above. 

FISCAL ADMINISTRATION IN SOUTH DAKOTA 

The Organization and Administration of the Department of Finance 
The state legislature, during the 1921 session, appropriated $25,000 

for the purpose of making an efficiency survey of the state institutions, 
departments, and agencies. In accordance with that action, such a sur­
vey was made by the New York Bureau of Municipal Research. The 
result of the survey was a detailed recommendation for a comprehensive 
and complete reorganization of the state government. At the 1925 
session of the .state legislature, a reorganization act was passed which 
provided a code of laws relating to the civil government of the state. 
Provision was also made for their administration. It became known as 
the Civil Administrative Code of 1925. It embodies, so far, only two 
departments, the Department of Agriculture, and the Department of 
Finance, the two departments comwlidating a total of twenty-seven for­
mer departments, boards, commissions, and agencies. The Department 
of Agriculture is not connected with the fiscal adm'inistration of the 
state and its functions and, therefore, will not be described. 

The Department of Finance took over the duties that were former­
ly imposed upon the Executive Accountant, the Board of Accountancy, 
the State Budget Board, the Commjssioner of Public Printing, the Super­
intendent of the State Capitol, the Tax Commission, the State Board 
of Equalization, the Capitol Commission, and the Committee on Uniform 
Accounting. 

This Department is administered by the Secretary of Finance, and 
consists of the following four divisions : Audits and Accounts, Purchas­
ing and Printing, Employment, and Taxation. The Secretary of Fi ­
nance, with the consent and approval of the Governor, appoints a di­
rector at the head of each division. The directors have general -powers 
in co-operation with and under the direction of the Secretary of the 
Department. 

The state auditor is ex-officio Director of the Division of Audits and 
Accounts. He examines and supervises the books, accounts, and reports 
of all state officers, departments, agencies, boards and commissions of 
the state ; he audits all accruals and collections and all expenditures by 
any and all state departnrents ; he investigates all claims presented for 
payment; he prepares financial statements and gathers data for the 
budget; and he prescribes a uniform system of bookkeeping, account­
ing, and reporting for the several departments. 

The Director of Purchasing and Printing purchases or supervises 
the purchasing of ali printing, stationery, and supplies other than those 
excepted by law, for each department of the state government, for state 
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institutions and for other state agencies. At different times throughout 
the year he receives estimates of the amount and kind of supplies needed 
by state departments, state institutions and state agencies. He is em­
powered by law to change or modify these estimates. He then asks for 
bids which are submitted on blanks furnished by the Director of Pur­
chasing and Printing. The successful bidder must enter into contract 
with the state to furnish the supplies in accordance with the schedule 
and specifications prescribed. The Director is given such powers as 
that of purchasing in larger quantities when it appears that a lower 
quantity price can be secured. 

The Director of Employment keeps a classified record of all officers 
and employees b all state departmP.nt5, institutions and agende� :  he 
keeps a classified record of work performed · in the various state de­
partments, institutions and agencies; he establishes minimum essentials 
of efficiency for the various types of employment; he establishes a 
system of efficiency ratings for all employees and keeps a record of 
them in his office. He also establishes an equitable salary scale for all 
employees and approves all payrolls of employees, before they are trans­
mitted to the Director of Audits and Accounts, whose duty it is to audit 
such payrolls before payment is made. 

The Director of Employment is the superintendent of the State 
Capitol and has control, management and supervision of the buildings 
and grounds. The Capitol Commission has been abolished and all pow­
ers, duties and jurisdiction formerly vested in it have been taken over 
by the State Department of Finance. 

The Director of Taxation, under the general supervision of the 
Secretary of Finance, now performs all the duties that were formerly 
imposed by law upon the State Tax Commission. He may, with the 
consent and approval of the Secretary of Finance and the Governor, 
appoint an Assistant Director. 

The Secretary of Finance, the Director of Taxation, and the As­
sistant Director of Taxation (if one is appointed, if not, the Director of 
Audits and Accounts) constitute a Board of Equalization for the state. 
Among the duties of the Secretary of Finance relating to the state budget 
and the condition of the state's finances, are the following : The 
Secretary prepares and reports to the Governor, when requested by 
him, estimates of the income and revenues of the state. He publishes 
from time to time bulletins showing the financial condition of the state 
and its various departments, agencies, and institutions. He also pre­
pares and submits to the Governor biennially, a state budget. So im­
portant is the part played by budgeting practices in fiscal administra­
tion today in most of the commonwealths of the United States, it would 
seem well to consider the State Budget in South Dakota in some detail. 
The county budget system which has just been established in South Da­
kota will also be considered. 

Budgetary Practices 
For: the state.-Previous to 1927, South Dakota had what is known 

as the legislative type of budget. A state budget board was created by 
law in 1917. It was the duty of this board to meet once every biennium 
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and prep are  est imat es of t he amount s requir ed t o  be appr opriat ed by 
t he legislat ure  for t he supp ort of st ate dep art ment s and inst itut ions for 
t he next t wo years. Befor e mak ing such est imates, t he boar d ex am­
ined all st at ement s and request s  f or appropr iat ions pr esent ed to it by 
such dep artm ent s and inst it ut ions. T he budget bo ar d  t hen submitt ed 
t hese est imat es t o  t he legislat ur e, to gether wit h est imates of ant icip ated 
r evenues of t he st at e, amount s of all unexpe nded balances, and r ecom­
mendat ions as r egards t he disp os it ion of suc h revenues and unexp ended 
balances. T hus, t he legislat ive typ e of budget began wit h t he sp ending 
agencies. T he needs of st at e d ep artment s  and inst it utf ons were f irst 
ascert ained and from t hese r equests, t he budget board  made r eco m­
m endat ions t o  t he legislat ur e. 

Sout h Dak ot a has now an executive typ e  of budget . T he f irst one 
of its k ind was pr esent ed befor e t he st ate legislat ure  at it s t went iet h 
session in 1927 . It was a budget based up on t he r evenue available fro m 
all sour ces for t he next biennium as est imat ed by t he division of . t ax­
at ion. T he est imat ed r evenue is app ort ioned among t he sp ending 
aut hor it ies which t he stat e budget bo ar d has divided int o t hr ee gr oup s­
educat ional inst itut io ns, char it able and p enal inst it ut ions, and stat e de­
p art ment s. T he app ort ionment is based on t he p ercentage t hat each 
gro up has received of t he t otal appropriat ions over a p eriod of year s. 
Pr ior to 1927 , t he needs of such inst it ut io ns and dep art ments were as­
cert ai.� d and t hen fro m t hese r equest s t he st at e budget board  made 
r ecomme ndat ions t o  t he st at e legislat ure. A ccording to t he present law 
affect ing t he st ate budget , gover ning boards of t he inst itut ions are r e­
quir ed t o  app ort io n  amo ng t he r esp ect ive i nst it ut ions under t heir con­
tr ol t he amount apport ioned for t heir gr oup . Similar ly, department 
heads ar e r equired to mak e  app ort ionment s  among t he diff er ent di­
visio ns which mak e up t he dep art ment . If t he arnp unts t hus app or­
t ioned ar e i nsufficient to meet the needs of t he inst it ut ions and dep art ­
m ent s, it is t he dut y of t he legislat ur e to provide new sources of r evenue 
or to incr ease t he · gener al t ax levy, or t o  reorganize or r eadj ust t he 
sp ending aut hor it ies in such a way t hat t he est imat ed r evenue avail­
able will co ver t he exp endit ures f or t he next f iscal p er iod. 

A s  already ment io ned, So ut h Dak ot a  has an execut ive budget , and 
as t he name imp lies t he Governor is t he chief budget off icer . On or 
before October 15, in t he even numbered year s, all dep art ment s, bur­
eaus, commi ssions, or ot her agencies of t he go vernment ,  ar e called 
up on t o  submit t o  t he Secretar y  · est imat es of all r eceipt s fro m all 
so urces and needs of all dep artment s  f or t he ensuing biennium. A co m­
p ar ison of such est imat ed receipt s and exp endit ur es wit h r eceipt s and 
exp endit ur es f or t he last t wo pr eceding bienniums is also submitted. 
'l' he var ious dep artments and inst itut ions are also called upo n  to f urnish 
any ot her inf or mat ion t he Secr et ary of Finance may r equire. 

T he Governor and t he Secret ar y of Finance have t he aut hor ity to 
examine t he book s and records and t o  mak e invest igations int o t he op er ­
at ion o f  any dep art ments, inst it ut ion or commissio n of t he go ver nment .  
Aft er t he above dep art ment r eport s ar e f iled, t he Governor and t he Sec­
r etar y  of Finance hold p ublic hear ings at which t he heads of dep art­
m ents, inst it ut io ns and co mmissions may be heard in relat ion to matters  
in  t he r ep ort s. 
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Using these d epartment repor ts as a bas e, t he Secr etar y of Finance 
prepares an itemized statement called the bud get r eport, and submits 
it to the Governor on or bef ore the f if teenth d ay of N ovember in the 
even number ed years. It gives in consid erable d etail estimates of rev­
enue f or the ensuing biennium, and balances stand ing to the cr ed it of 
pa st appr opr iations, a comparison of estimated r eceipts with r eceipts 
f or the last two preced ing bienniums, a compar ison of the estimates 
mad e with th e r equests of the d ifferent d epartments, appro pr iations 
mad e  d ur ing the two pr eced ing bienniums, estimated appropr iations 
necessar y to meet requirements of institutions and d epartments f or the 
next biennium , and statements showing the cond ition of . the state' s 
f inances. 

The Governor bases his bud get on the bud get report of the Secr e­
tary of Finance. The bud get as submitted to the legisl atur e by th� 
Governor is also an itemized statement of estimated revenues, expend i­
tur es, past appr opr iations, amounts requested by d epart ments and in­
stitutions, and recommend ed appr opriations. Pr intedr copies of the 
bud get ar e submi tted by the Governor to the pr esid ing off icer and 
member s of each house within f ive d ays after the beginning of e ach 
r egular session of the state legislatur e. Along with the bud get the Gov­
er nor 5U bmits pr inted copies of the statement and repor t  mad e to him 
by the Secr etary of Finance. 

At the same time as the Governor submits his bud get, he also sub­
mi ts a bill f or all proposed appropr iations properly embod ied in what is 
called the general appropr iations bill. At the same time, he also pr e­
sents to each house of the L egislatur e proposed special appropr iation 
bills f or items of recommend ed expend itur es not includ ed in the g ener al 
appr opriation bill. 

In case of a change of ad ministr ation, the outgoing Governor d e­
livers  the bud get to the legislature with his message, and the incoming 
Governor has ten d ays in which to review the bud get as prepared and 
d eliver ed by his pr ed ecessor , and he may send to the legislatur e a sup­
plementar y bud get message, making suggestion f or any change s which 
he d eems wise. As will be seen this pl aces ver y  gr eat power in the 
hand s of the Gover nor , and involves a correspond ingly heavy r esponsi­
bility on his part. 

F or th e cou nty . -South Dakota now has a county bud get system. 
The law cr eating it was passed by the State L egislatur e d ur ing its 
twentieth session, 1 927 , and became eff ective . July 1 ,  1 927 . Just as 
in the case of the state bud get system, so the purpose of the county 
bud get system is to secur e a . balance and contr ol of county r evenue and 
expend itures and also to insure the pr oper custod y and saf ekeeping of 
county f und s. The law not only controls and regulates the r aising of 
r evenue and expend itur e t hereof , but it also pr ovide s f or the approval 
and ad opt ion of annual bud gets of county expend itur es. It also pr ovid es 
f or tempor ary loans secured by d elinquent taxes and the cr eation of a 
d elinquent tax f und .  It pr escr ibes the m anner of paying claims f iled 
after the expiration of the f iscal year . It provid es f or the r aising of 
r evenue, in add ition to bud get estimates and appr opr iations, by taxation, 
and f or the p ayment of w arr ant ind ebtedness outstand ing at the close 
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of each fi scal year. One of the most i mportant features of the law i s  
that expendi tures i n  excess of appropri ati ons a s  set out i n  the annual 
bud get are unlawful. 

The law req ui res the county audi tor to sup ply the county commi s­
si oners wi th i nformati on for use i n  maki ng up a provi si onal bud get 
before the fi rst da y of June each year. The county audi tor i s  req ui red 
to furni sh detai led statements of the amount of revenue li kely to be re­
cei ved from any source d uri ng the followi ng fi scal years; the amounts 
li kely to be recei ved d uri ng the current fi scal year; esti mated balances 
that are li kely at the end of the year; and the d ebts and li abi li ti es i n­
curred d uri ng the year. From thi s i nformati on the county commi ssi on­
ers must ad opt a provi si onal bud get and fi le i t  i n  the offi ce of the 
county audi tor between July 1 and 15, of each year. 

Thi s provi si onal bud get i s  publi shed i n  full for two successi ve 
weeks i n  the offi ci al newspaper of the county. Noti ce i s  also gi ven tha t 
the board of county commi ssi oners wi ll m eet the fi rst Tuesd ay i n  
August for the purpose of consid eri ng the bud get and the vari ous i tems, 
approp, ri ati ons, and matters contai ned i n  i t. At thi s meeti ng, all per­
sons i nterested may appe ar and wi ll be gi ven an opportuni ty for a full 
and complete di scussi on of all the purposes, appropri ati ons, and matters 
set forth i n  the provi si onal bud get. Thi s  meeti ng may take the enti re 
week, but i t must be fully conclud ed on the second Tuesd ay i n  August. 

At thi s meeti ng, t he provi si onal bud get may be changed by the 
board, but all changes must be mad e pri or to i ts fi nal approval and 
ad opti on. The law prohi bi ts any changes by the county commi ssi oners 
or anyone else after the bud get has been ad opted and approved . I n  i ts 
fi nal form, the total appropri ati ons req uested mu st not exceed 95 per 
cent of the amount of all estimated revenues to be recei ved d uri ng the 
next fi scal y ear whi ch begi ns on the followi ng January 1. 

The county bud get law also calls for reports from the county 
treasurer and the county audi tor. The county treasurer' s repo rt must 
cover t he a mounts o f  money recei ved and the accounts to whi ch i t was 
credi ted . The audi tor' s report i s  a d etai led statement of all approprf a­
ti ons d uri ng the past year; the amounts expend ed from each fund, an 
esti mate of the amount of clai ms or li abi li ti es i ncurred d uri ng the past 
year; and the balances i n  each fund at the close of the past fi scal 
year. 

I n  the event that deli nq uent taxes for the precedi ng year amount to 
more than fi ve per cent of the total amount of taxes levi ed, the board 
may ad opt a resoluti on providi ng for the borrowi ng of money i n  an 
amount eq ual to the e xcess of the d eli nq uent taxes over 5 per cent. 
Thi s wi ll creat a "d eli nq uent tax fund," to whi ch the de li nq uent taxes 
wi ll be credi ted as fast as they are recei ved . Thi s wi ll be used for the 
payment of pri nci pal and i nterest on the certi fi cates of i nd ebted ness 
used to borrow money. Taxes wi ll be levi ed on S eptember 1 for the di f­
ference between the total amount of revenues li kely to be recei ved from 
sources other than taxes on real and personal property and the total 
amount of appropri ati ons for the next fi scal year, wi th 5 per cent of 
the appropri ati ons add ed, provid ed that the total levy d oes not exceed 
the li mi tati ons now i n  effect. 
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D ep osita ry ·Arra ngern ent s.-Dep osita ries in which fun ds belon gin g 
to the sta te sha ll be deposited, a re designa ted by the S ta te Boa rd of 
Finan ce. Su ch deposita ries mu st fu rn ish a good an d su fficien t su rety 
bon d of an a pproved su rety compan y for the pa ymen t of su ch deposit 
an d the in terest thereon . In l ieu of a su rety bon d, there ma y be  de­
p osited by deposita ries so designa ted, bon ds, certifica tes of in debted­
ne ss, trea su ry certifica tes, or bon ds of the federa l or sta te govern men t.:; . 
In which ca se, the pa r va lu e  of these secu rities mu st equa l a t  a ll times 
the a moun t of fun ds on deposit. Moreover, if these secu rities so de­
posited fa ll below pa r, the deposita ry is ca lled u pon for a ma rgin suf­
ficien t  to cover the deposit ma de by the sta te. A wider ma rgin-n ot 
less than ten per cen t over an d a bove the a moun t  of mone y on deposit­
is n ecessa ry when ever t he deposita ry ha s depo sited bon ds of an y schoo l 
district, mun icipa lity, or other loca l  politi ca l su bdivision . 

In a simila r wa y, deposita ries for coun ty fun ds a re designa ted by 
the coun ty commission ers. A ll su ch mon ey is deposited in the na me of 
the coun ty trea su rer an d is su bj ect to pa ymen t when deman ded by 
him on his check. Coun ty fun ds ma y be left with deposita ries loca ted 
ou tside t he coun ty, if in terest, requi red finan cia l stan din g, an d other 
con dition s  a re n ot met by ban ks within the coun ty. A t  the beginn in g  of 
ea ch mon th, a ll su ch deposita ries mu st file with the coun ty trea su rer, a 
rep,ort of in terest ea rn ed on the m on ey deposited. The ma kin g of a 
profit by a coun ty trea su rer himself ou t of su ch pu blic mon ey, is 
deemed a felon y. Coun ty trea su rers mu st a lso fu rn ish m on thly stat e­
men ts of a ll mon eys pa id in to the coun ty trea su ry an d which is du e an d 
pa ya ble in to the sta te trea su ry. Deposita ries for town ship fun ds a re 
designa ted by the boa rd of su pervisors; for mun icipa l fun ds by the 
boa rds of tru stees, or by the ma yor an d common coun cil, or by the 
boa rds of commission ers; an d for school fun ds by the school board. A ll 
su ch deposita ries mu st ha ve a pproved an d respon sible finan cia l  stan d­
ing .  
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FACTORS TO BE CONSIDERED IN FORMULATING TAX 

POLICIES 

Some of t he incr ease in pu blic ex penditur es t hat has been not ed is 
natur al in all s tates like Sou th Dakota which ar e in t he ear lier stages 
of development. M any schools, highways, br idges, cour t hou ses, etc., 
ar e being bu ilt and constitut e an accu mu la tion of pu blic pr oper ty which 
is going on at a ver y  r apid r at e  in Sou th Dakota. 

The r ising pr ice level in r ecent years  also accou nt s for some of the 
incr ease, since mor e money mu st be paid for the s ame amou nts of goods 
and ser vices. 

Incr easing pu blic ex penditur es do not necessar ily mean a heavier 
burden for the people of the st ate providing the fu nd or the in come ou t 
of which th ese ex penditur es eventu ally come incr eases in a corr espond­
i ng r atio. The popu latj on of Sou th Dakot a was appr ox imat ely t he same 
in 1915 as in 1910,  at 5 8 4,000 . By 1920 it had incr eased t o  63 6,000 and 
by 192 5 to  68 1,000 , an incr ease of 17 per cent over that of 1910 . Total 
income likewise was incr easing dur ing the per iod from 1910 to 1 920. 
However , tot al dir ect t ax es in S(lut h Dakota, whi ch may be t aken as an 
appr ox ima te index of pu blic ex penditur es incr eased 2 5 7 per cent between 
1910 and 1925 . 

It is oft en sta ted t hat an incr ease in popu lat ion woul d consider ably 
lessen the tax bur den o.f t he people of Sout h Dakota. In some r espe ct s 
t hat is tru e. However , it shou ld be bor ne in m ind t hat pu blic expendi­
tur es, especially for schools, gover nment , et c. , incr ease t o  some ex tent 
a s  popu lation increases. The r eal qu est ion as to the burden of tax es is 
that of t he .r elati on bet ween governmental costs and the net income of t he 
people of t he st at e. I f  addit ional people incr ease t he stat e' s  net income 
in pr opor tion to su ch incr ease in po pulation, they will tend to lessen the 
t ax burden. However , mer e  nu mber s of people do not in themselves in­
sur e  pr osper it y as may r eadily - be ascertained by a visit t o  t he poor er 
sections of any lar ge city . 

In r ecent year s, a r ising level of t ax payments in Sout h Dakota 
has been accompanied by a tr eme ndou s  shrinkage in income and also by 
heavy incr eases in paym ents for int erest on r ecent ly acqu ir ed individu al 
debts. Thes e conditions have cau se d tax es to become dispr oport ionately 
lar ge in r elat ion to the net income of individu als. Ju st as a decr ease in 
individu al incomes has incr eased t he propor tion taken by t ax es, so also 
an incr ease in t hese incomes wou ld au tomatically r edu ce the pr oportion 
taken by tax es. The fu nd ou t of which incr eased pu blic ex penditures ar e 
met, in ot her words t he income of the st ate, has grown mu ch mor e  
slowly than have pu blic ex penditures in Sou th Dakota. The same may 
be said of popu lation, t hou gh, as indicated above, t he r elation of t ax es 
to state inc9 me is mu ch mor e  import ant t han the relation of ex pen ditur es 
to popu lat ion. 

A ssessed valu es in Sout h Dakot a ar e lar gely agr icu ltur al,. valu es. 
The wealth of the st at e is pr incipally agricu ltur al. Hence the st ate and 
local gover nments mu st look lar gely t o  t he agr icu ltur al indu str y  for 
their r evenu e. The gener al pr opert y tax is, however ,  a mor e  impor tant 
sour ce of r evenu e for local government than for t he stat e gover nment . 
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The state derives its revenue from various sources-not only from gener­
al property taxes, but from school and public lands, from the federal gov­
ernment, from fees, from state enterprises, and from miscellaneous 
sources. The county and minor subdivisions, on the other hand, derive 
the major share of their revenue from general property taxes. 

The general property tax is a tax levied on the assessed valuation 
of all property in the state. This is of special significance in an agri­
cultural state like South Dakota where most of the taxable wealth con­
sists of farm real estate and livestock. Thus, much of the burden of in­
creased public expenditure falls upon the owners and operators of farm 
land in the state. For the fiscal year ending June 30, 1926, 69 per cent 
of the total final valuation of all property in the state of South Da­
kota consisted of agricultural land. In marked contrast with the more 
industrialized states in the east, state assessed public utilities made up 
only 7 per cent of the total final valuation of property. Personal prop­
erty made up 10 per cent, city real estate and mineral lands another 10 
per cent, and money and credits 4 per cent. Farm property not only 
constitutes the major share of the total valuation of all property in the 
state of South Dakota, but farm real estate is susceptible to a more 
complete evaluation by assessors than are the newer and more diversi­
fied forms of wealth. 

With two-thirds of the taxable wealth of the state in the form of 
farm lands as indicated above there is relatively little opportunity for 
very much relief through a shift from one group to another under the 
general property tax, even if the results showed any m\aterial difference 
in the relative burdens of tax borne by the various classes of property. 
It is desirable that some further comparisons be made of the tax bur­
dens for similar purposes borne by different classes of property within 
the state. However, certain inequalities are inherent in the property tax 
which have not so far been successfully met by any method of assess­
ment or equalization that has been devised. 

The general property tax was fairly equitable in the early stages 
of American history when nearly all property that was owned was tangi­
ble property. With the growth of coroporate methods of business, of 
forms of investment which made possible safe investments at long dis­
tance, and the development of various other provisions which make 
possible the ownership of considerable amounts of property which can­
not lie readily located or evaluated by the assessor, there has been for 
several decades an increasing tendency to place the main burden of 
government and public activity upon visible property, especially upon 
real estate. There is considerable doubt as to whether the intangible 
forms of property can be sufficiently reached to make them bear their 
proportionate share of the costs of public activties. Many people who 
do not accumulate any considerable amount of tangible property enjoy 
all of· the privileges of government, of the school system, of a high 
standard of living, etc. It would seem that a part of the burden now 
placed upon tangible property might properly be more equitably dis­
tributed by the use of additional taxes like those which have recently 
been placed upon motor fuels and cigarettes. The motor fuel tax has 
served to remove conljpletely the maintenance and construction of state 
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roads f rom the general prop,erty tax, and has placed the bu rden of thi s 
expens e where i t  wi ll be pai d mu ch more i n  proporti on to the benefi ts 
recei ved than if i t  were pai d throu gh general property taxes . 

Some part of the cos t of mai ntai ni ng the s chool s ys tem , f rom whi ch 
nearly everyone benefi ts di rectly, mi ght very well be borne by certai n 
addi ti onal taxes of thi s  type su ch for i ns tances as thos e u pon s of t  
dri nks , u pon theater admi s si ons , and u pon cosmeti cs ,  all of whi ch cou ld 
be collected throu gh the s ame agenci es that now collect the gas oli ne and 
ci garette taxes and at comparati vely li ttle addi ti onal cos t. 

I n  general, the u s e  of larger taxi ng u ni ts wou ld tend to les s en i n­
equ ali ti es of tax bu rden a nd wou ld les s en admi ni s trati ve cos ts . Thi s i s  
especi ally tru e as to cou ntry s chool di s tri cts . 

Revi si on of the tax laws s o  as to provi de f or the s ame condi ti ons as 
to s electi on and su pervi si on of ci ty as s es s ors a s  apply to cou nty and 
townshi p  as s es s ors wou ld als o make f or greater u niformi ty i n  as s es s ­
m ent. A t  p,res ent, cou nty and towns hi p  as s es s ors are elected whil e many 
of the ci ty as s es s ors are appoi nted and do not often take offi ce u nti l  
after the s tate tax commi s si oners have held thei r s pri ng meeti ngs wi th 
the cou nty and townshi p  as s es s ors . 

I n  c onsi deri ng tax problems it i s  neces s ary to recogni ze that u ni n­
telli gent economi zi ng m ay b� s hort-si ghted poli cy. Wi th the growth of 
combi nati on i n  bu si nes s enterprises , more regu lati on than was f ormerly 
p rovid ed f or i s  neces s ary to avoi d monopoli sti c condi ti ons . Consi derable 
competi ti on exi s ts between areas and s tates i n  su ch matters as trans ­
portati on rates , et c. I nadequ ate protecti on of the s tate' s i nteres t i n  
m atters of thi s  ki nd may easi ly cost, i n  di s cri mi natory rates , i mm ens e­
ly more than the cos t of su ch bodi es as the State Rai lroad Commi s si on. 
I n  li ke manner the problems of equ ali zati on of taxes wi thi n the s tate, of 
collecti on of i nheri tance taxes , etc. , make acti ve and capab le s tate tax 
offi cers es enti al. Li kewi s e, the s tate may easi ly l os e  thou s ands , if not 
mi lli ons , of dollars throu gh i nadequ ate admi ni s trati on of su ch offi ces as 
th os e of the At torney General and the Ru ral Credi ts Board. The mm; t 
desi rable condi ti on i s  t heref ore one whi ch, whi le provi di ng for a mi ni ­
mum of governmental acti vi ty, yet provi des for adequ ate and effi ci ent 
acti vi ty i n  t hos e branches where i ntelli gent s elf-i nteres t shows i t  to be 
neces s ary. 

I t  i s  generally concede d that Ameri can i ndu s try i s  effi ci ent and that 
s tate and local governments are not. The qu es ti on ari s.es as to whether 
i t wou ld be f easi ble to i ntrodu ce more of thos e thi ngs i nto government 
whi ch make f or effi ci ency i n  i ndu s try. The latent pos si bi li ti es i n  a man 
to take on more work wi thou t i nju ry to him s elf have long been recog­
ni zed by commerci al concerns . I t  wou ld s eem that hi gher s alari es to 
fe wer s tate and local government offi cers who are wi lli ng to pu t f orth 
more effort f or the i ncreas ed remu nerati on i nvolved wou ld make f or 
lower· costs i n  s tate and local governme nt. Reali zi ng the valu e of ex­
peri enced help, comm erci al concerns s tri ve t o  keep thei r labor tu rnover 
s:qi all and to have as f ew changes i n  the management as possi ble. Con­
ti nui ty of s ervi ce i n  government work i s  lacki ng. V ery of ten at the end 
of two years , government employees who have, throu gh expe ri ence, be­
come valu able, mu s t  resi gn becau s e  of a change i n  the admi ni s trati on. 
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This cannot result otherwise than in inefficiency. It is well to em­
phasize, however, that costs of government constitute a relatively small 
proportion of the total state and local expenditures. The only possibil­
ity of any relatively large reduction in taxes levied must come from 
spending less on such major purposes of state and local activity as high­
ways and education. However, possibilities of lessening governmental 
costs should not be ignored. 

One of the marked economic trends in the commercial world today 
is the tendency toward consolidation. Just as there is a most economical 
unit for efficient operation and able administration in commercial or­
ganizations so there must be in government a unit that avails itself most 
fully of the labor and other factors involved in the rendering of that 
service. The people of the state themselves must decide what that unit 
is, but certainly the county unit plan of evaluation or assessing piroperty 
is worthy of consideration. It would also seem that the school districts 
organized along township lines would result in greater efficiency and 
equality. Probably consolidation of duties and offices within a county 
is more feasible than consolidation between counties in a state like South 
Dakota, which has passed the initial stages of development. 

There is a field for consolidation in the business of state and local 
governments provided it results in more than a mere consolidation of 
offices and officers under one head where they might be no more eco­
nomical and efficient, but might simply become a more powerful politi­
cal machine. Consolidation in state and local governments should mean 
the absence of any overlapping of work, economy in administration 
through smaller number of offices and officers and a closer co-ordina­
tion of work as between different departments and offices. Here, ho�­
ever, considerable discretion is necessary. Consolidation in a statewide 
way of activities which can better be carried on locally may actually in­
crease expense instead of lessening it. 

The aim of the writer has been to give an accurate and impartial 
presentation of the facts concerning the public finances of the state and 
local governments in South Dakota. It was shown that property taxes 
have been cutting deeply into the farm income, and that state and local 
indebtedness is relatively large. On the other hand, there is a recent 
tendency for state and local governments to put their finances into 
shape. At the recent session of the state legislature, a county budget 
system was adopted which should bring about a proper balance and con­
trol of county revenue and expenditures. Moreover, property owned by 
educational, religious, charitable and penal institutions, has been re­
moved from the exemption list under certain conditions-particularly 
when such property is used for comm,ercial purposes and as a source of 
revenue. This will make for a more equitable distribution of taxes and 
also widen the tax base. Thus the problems of public finance in South 
Dakota are being at least partially solved. The real problem, however, 
which has confronted the people of South Dakota, arises from the fact 
that an extensive program of development-of highways and bridges, of 
education, of social welfare-was begun shortly after the war. It has 
proven difficult to finance this out of the relatively small agricultural 
returns in recent years. The free p.Jay of economic forces will eventually 
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put agriculture in a more healthy condition. In the meantime, develop­
mental programs should be carried on only as rapidly as the people of 
the state are financially able to bear the expense. 

In considering any program of taxation policy it should be recog­
nized that, so far as real estate and other property is concerned, it is the 
changing proportion of the income taken for taxes that causes the hard­
ship nearly as much as the actual level of taxes themselves. Peop,le pur­
chase land on the basis of its existing earning power over and above 
taxes plus probable future increases in its value. If the existing tax 
level is high, the valuation given to the land is correspondingly lower ; 
and, if the land has been bought on that basis, there is not necessarily 
any great hardship involved so far as the new owner is concerned. How­
ever, if the land is bought on the basis of a certain level of taxation and 
later this amount of taxation is sharply increased or the value of its 
product is sharply decreased, the result is that the owner of the l;md has 
lost a part of the value of his land. If he sells it, it will have to be sold 
at a correspondingly lower price. He is, however, more likely to keep 
it, holding it at the old price, and taking a lower return on his invest­
ment. 

*"It is the man who holds property upon which an unanticipated tax 
is levied who pays the abnormal rate of taxation. When this property i:5 
sold to another who pays less than the former owner anticipated receiv­
ing, the abnormal tax disappears and the property is assessed at its new 
selling value. Until farms and real estate are capitalized so that a 
reasonable rate of return is left after a reasonable wage is allowed, 
they will continue to pay the abnormal rate" (unless the total amount of 
tax is lowered in the meantime) .  

*From Wisconsin Bulletin 393 by B .  H. Hibbard and B. W. Allin. 

Public 
1. 

2. 

3. 

SUMMARY 
Revenue. 
The state government of South Dakota derives, on the average, 
26 % per cent of its total revenue from the general property 
tax, 25 % per cent from special or excise taxes, 25 per cent from 
the rent of investment properties held by the state, and interest 
on the various funds of the state government, 11 per cent from 
the federal gov.ernment, 6 per cent from fees, and 6 per cent, or 
the remainder, from. state enterprises and miscellaneous sources. 
The general property tax is the principal source of revenue for 
all counties, townships, cities, and school districts in South 
Dakota. 
In the localities studied, taxes absorbed, on the average, 28 per 
cent of the net income from farm real estate, and 29 per cent 
of the net income from city real estate, during the period, 1919 
to 1926 inclusive. 

Public Expenditure. 
1. During the fiscal year ending June 30, 1926, state governmental 

costs incurred for state highways and bridges in South Dakota 
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2. 

3. 

Publi c  
1. 

2. 

Fi scal 
1. 

2. 

were $ 8. 12 per capita, or 29 per cent of the total g overnmental 
costs; for ed ucation, $ 6.0 6 per capita, or 22 per cent; for inter­
est, $ 4. 99 pe r capita, or 18 per cent; and for state g overnment, 
$ 2. 94 per capita, or 10 % per cent of the total state g overn­
mental costs. 
During the pe riod , 1919 to 1926 inclusive, the state l evied , on 
the averag e, 16 per cent of the total property taxes on farm 
real estate in South Dakota, the c ounty 33 per cent, and the 
township and school d i8trict, 5 1  per cent. During the same 
period , the state l evied , on the averag e, 6 per cent of the taxes 
on city real estate, the county, 15 per cent, and the municipal ity, 
7 9  pe r cent. 
During this same period , ed ucation, both l ocal schools and 
state institutions, took 42 per cent of the farm tax d oll ar, state 
and l ocal road s and bridg es, 27 per cent, and state and l ocal 
g overnment, 20 per cent of th e farm tax d oll ar-a· total of 8 9  
per cent for these three purposes. Ed ucation took 45 per cent 
of the city tax d oll ar, state and local -g overnment incl ud ing city 
streets 42 pe r cent, and !';tate and local road s and bridg es other 
than city streets 8 per cent-a total of 95 per cent for these 
three purposes. 

In debte d ness. 
At the close of the fiscal y ear end ing J une 30 , 1926, South Da­
kota had a net d ebt of $ 17 , 17 2,000 , or $ 25 .0 7  per capita. Onl y 
four other states in the Union had a per capita net d ebt g reater 
than this. Oreg on, with $ 43. 61 per capita, had the l arg est per 
capita net d ebt. North Carolina foll o�d with $ 42.03 per 
capita, Delaware $3 4.33 , West V irg inia $ 28 . 8 5 ,  and South Da­
kota $ 25.0 7 .  
South Dakota has a relativel y small floating d ebt; most of her 
ind ebted ness has been incurred for the more permanent need s 
l ike highways, and for such purposes a s  state l and settl ement, 
the cement plant, and sold iers' compensation. 

Admini strati on. 
South Dakota has an executive type of budg et which is based 
upon the rev enues avail abl e for the next fiscal period as esti­
mated by the d ivision of taxation. 
A county budg et sy stem was created by a l aw passed by the 
state l eg isl ature in 1927. Its chief purpose is to secure a bal­
ance and control of county revenues and expend itures. 
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D AT E S  FOR TH E PRO PER TY OWN ER TO REM EM BER 

Although property may be assessed any time dur ing the months of 
May or June, the f irst of May is the date f ixed by statute f or deter min­
ing the existence, ownership, value and liability to taxation, of both r eal 
and per sonal property. 

--cb--
All unpaid taxes become delinquent on the f irst day of May of the 

year after which taxes ar e assessed, unless one- half of the taxes due 
ar e paid by the last day of Apr il of the year after which such tax es are 
assessed. In the latter case, the balance of taxes due, ar e not delinquent 
until the f irst day of the f ollowing November. 

--cb--
Any property owner who may f eel aggrieved at the valuation 

placed upon his property by the local assessor may pr esent his case be­
f or e  the local board of r eview which meets on the f our th Monday in 
June of each year. T he local boar d of review is made up of the board 
of supervisors in the case of a township, of the board of trustees in the 
case of incorpor ated towns, and of the board of aldermen or commis­
sioners, in the case of cities. 

--cb--
Any property owner f eeling aggr ieved may ap,peal from the de­

cision of any such local board of any city, town, or township, to the 
board of equalization of the county in which such city, town, or town­
ship is situated. T he county board of equalization is made up of the 
county commissioners and meets the f irst T uesday in July of each year .  

--cb--
Property owners have the r ight of appeal to the Division of T ax­

ation, Depar tment of Finance, fr om any action taken by the board  of 
County Commissioners. T he Secr etary of Finance, the Dir ector of 
Taxation, and the Assistant Dire ctor of T axation sit as a state board of 
equalization, commencing- on the f irst Monday of August each year. An 
appeal fr om any decision of the Division of T axation may be taken by 
the person aggr ieved to the circuit court in and f or the county in which 
th e pr operty in question is assessed. 

--cb--
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