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FHA'Houslng Market Analysle

Rapid City, South Dakota, as of April L,

Foreword

Ttris analysis has been prepared for the asslstance
and guldance of the Federal Housing Admlnlstratlon
1n lts operatlons. Ttre factual informatlon, flnd-
lngs, and concluslons may be useful also to bulld-
ers, mortgagees, and others concerned wlth local
houslng probleme and trends. Ttre analyels does not
purport to rnake determlnatlons wlth respect to the
acceptablllty of any partlcular mortgage lnsurance
proposals that may be under consideration ln the
subJect locaIlty.

Ttre factual framework for this analysis was devel-
oped by the Economic and Market Analysls Divislon as
thoroughly as posstble on the basis of information
avallable on the I'as oftr date from both loca1 and
national sources. Of course, estimates and Judg-
ments made on the basis of lnformation available
on the rtas ofrr date may be modified considerably
by subsequent market developments.

The prospective demand or oecupancy potentials ex-
pressed in the analysis are based upon an evalua-
tion of the factors avallable on the r.a6 oftr date.
they cannot be construed as forecasts of bulldlng
activlty; rather, they express the prospectlve
housing production which would maintaln a r€a8on-
able balance ln demand-supply relationships under
conditlons analyzed for the rras oftr date.

Department of Houslng and Urban Development
Federal Housing Adurlnlstratlon

Economlc and Market Analysis Dlvision
Washlngton, D. C.
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FHA HOUSING MARKET ANALYSIS RAPID CIIY. SOUTH DAKOTA

AS OF APRIL 1 1970

Ihe Rapid City Housing Market Area (HMA) is defined as Pennington

of the HMA was 66,300County, South Dakota. The estimated population

persons in April 1970, including 47,3OO Persons in Rapid city.

The economy of the HMA is based primarily on military activities and

on trade with tourists and the regional population. Ellsworth Air Force
Base is the largest employer, and military and civil service personnel
and their dependents comprise about 23 percent of the population, a pro-
portion which has held relatively steady in recent years. There has been

consistent growth of the area economy over the past several years. The

condition of the housing market has improved, and the surplus of vacant
housing has been eliminated. During the next two years, continued employ-
ment expansion is expected to sustain household growth, resulting in a

moderate leve1 of demand for new housing"

Anticioated Housin o Demand

There w111 be an annual demand for about 140 new housing units,
financed at market-interest-rates without subsidy, in the Rapid City HMA

between April 1970 and April 1912. Best absorption probably will result
from marketing 80 new single-family houses, 30 units in multifamily struc-
tures, and about 30 mobile homes" The primary determinant of the demand

estimate is the projecEed level of household growth. Adjustments were
made to reflect the need to reduce the current inventory of unsold
houses (including approximately 10 speculative houses that are under con-
struction) and the expectation of a slight shift in tenure from owner to
renter occupancy in the HMA. The distribution of demand for 80 single-
family houses by price class is shown in table I. Multifamily demand

of about 3O units will be primarily for one- and two-bedroom units (in
about equal proportions) at the lowest monthly rents achievable.
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Occuoancv Potential for Subsidized Hous i ns

Federal assisEance in financing costs for new housing for low- or
moderate-income families may be provided through a number of different
programs adminisLered by FHA: monthly rent supplements in rental projects
financed under Section 22LG) (3); partial payment of interest on home

mortgages insured under Section 235; partial interest payment on project
mortgages insured under Section 236; and federal assistance to local housing
authorities for low-rent public housing

The estimated occupancy potentials for subsidized housing are designed
to determine, for each program, (1) the number of families and individuals
who can be served under the program and Q) the proportion of these house-
holds that can reasonably be expected t.o seek new subsidized housing during
the forecast period. Household eligibility for the Section 235 and Section
235 programs is determined primarily by evidence that household or family
income is below established limits but sufficient to pay the minimum achiev-
able rent or monthly payment for the specified Program. Insofar as the
income requirement is concerned, all families and individuals with income
below the income limits are assumed to be eligible for public housing and
rent supplement; there may be other requirements for eligibility, particularly
the requirement that current living quarters be substandard for families
to be eltgible for rent supplements. Some families may be alternatively
eligible for assistance under more than one of these programs or under other
assistance programs using federal or state support. The total occupancy
potential for federally assisted housing approximates the sum of the poten-
tials for public housing and Section 236 housing. For the Rapid City HMA,

the total occupancy potential is estimated to be 2O5 units annually (see
table II), including 50 units for the elderly. Future approvals under each
program should take into account any intervening approvals under other
programs which serve the same families and individuals.

The annual occupancy potentialsl/ for subsidized housing in the pro-
grams discussed are based upon 1970 incomes, on the occupancy of substand-
ard housing, on estimates of the elderly population, on current income
limits, and on available market experience.

l/ The occupancy potentials referred to in this analysis have been calcu-
lated to reflect the capacity of the market in view of existing va-
cancy strength or r^/eakness. The successf ul attainment of the calcu-
lated potentiaI for subsidized housing may well depend uPon construc-
tion in su|table accessible locations, as well as upon the distribu-
tion of rents and sales prices over the complete range attainable for
housing under specified programse
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Section 235. Sales Housinq. With exce ption income limitsl/, there is
an occupancy potential for about 50 houses a year. A11 of the families in
the potential for Section 235 housing also are eligible for Section 236;
the estimates are not additive. Nearly 40 percent of the families eligible
under this program are five-or-more person households. There has been some
activity under Section 235 in the area. ApproximateIy 2O existing properties
have been insured during the past year, and funds are reserved for several
houses under construction.

Public Ho Iq 1 n o and Rent S ^^1 a*a- t The annual occupancy potentialtt

t

for low-rent public housing is estimated at 115 units for families and
40 units for elderly individuals and couples. Under the more restrictive
rent-supplement program, the annual potentials are 80 units for families
and 40 units for the elderly. Many families eligible for rent supplements
are eligible also for public low-rent housing and the potentials for the
two programs are not additive.

In April 1970, there were 100 units of rent supplement housing for
families and 48 units for the elderly under construction in the HMA. A1t
of these units have been presold or rented and have not been deducted from
the occupancy potential forecast for the next two years. Most of the buyers
of the 1OO units of family housing, a cooperative project of single-family
houses, were Indian families who received asslstance from the Bureau of
Indian Affairs. This assistance, in the form of a grant for the down-
payment, facilitated sales, and the presale of units in additional coopera-
tive projects probably will require continuation of this or a similar program.

The 48 units of elderly housing rented very rapidly. No public
housing or rent supplement units have been provided previously, and the
rent-up of this project before completion is at least partially a reflec-
tion of accumulated need for low-income subsidized housing. The eld-
erly population qualifying for rent supplement housing in the Rapid City
area is limitedrand it is suggested that additi.onal units be marketed in
small projects one at a time in order to provide a further test of this
marke t.

Section 236 Housing. Moderatel y priced rental units can be provided
under Section 236. Utilizing the highest income limits applicable, the
annual occupancy potential for Section 236 housing is estimated at 50 units
for families and 25 units for elderly households. To date, there have
been no projects proposed under Section 236 in the Rapid City area.

I

l/ If regular income
exception limi ts,

limits for any given size family are higher than the
the regular income limits were usedo



4

Sales Market

Reflecting the decline in economic conditions caused by the conclu-
sion of the military construction programs, the market for sales housing
in the Rapid City area weakened considerably and remained soft throughout
the 1962-1966 period. Since that time, there has been gradual improve-
ment and most of the problems that existed during those years have subsided.
Currently, the homeowner vacancy rate, estimated at 1.2 percent, is at
the lowest level of the past decade. Although construction volume has
remained at low levels compared with production during the early 1960rs,
demand for new single-famlly houses has grown stronger. Also, the large
inventory of acquired properties has been disposed of, and foreclosures
are no longer a major consideration. Despite the high cost of financi.ng,
sales volume of existing houses has been maintained by more frequent
incidence of mortgage assumptions and larger dorrnpayments. The used home
market is most active in the price range below $15,000.

More recently, however, another problem has developed in the sales
market. A reduction in effective demand caused by rising costs of con-
struction and mortgage financing resulted in slowed sales activi.ty of new
houses during the second half of 1969. In April 1970, there were approxi-
mately 15 unsold new houses in the area. Of these, 1l were in the $221000-
$24,000 price range. Although the sales difficulties may be partially
due to market resistance to these particular houses, it is believed that
the, principal reason is that the cost of home purchase has become
excessive to buyers in Ehis price range. The extra money now re
quired for the downpayment and monthly payments has forced prospective
buyers of limited income to postpone their purchase at this time. To
date, this sales resistance appears to be confined to the low price range
and marketing experience of higher cost new houses (above $25r000) con-
tinues to be acceptable.

Rental Market

The rental market in the Rapid City area also has improved in recent
years" Very few multifamily units have been built and nearly all apart-
ment projects have high occupancy. For the most part, rental housing now
available consists of old single-family houses or structures that have
been converted to multifamily occupancy" Vacancies in this segment of the
market have declined and the units that remain vacant generally are the
least desirable. Many are not adequate, because of their poor condition or
smal1 size, for the housing needs of families seeking rental accommodations.
Therefore, despite the relatively high current renter vacancy rate, 6.4 per-
cent, there is not a surplus of acceptable, good quality rental housing"

Demand for rental housing in the HMA comes largely from military per-
sonnel and their families, from elderly persons, and from newly-formed
households of young area residentso The number of households in these
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groups has been growing and it is likely that they will continue to sus-
tain a moderate level of demand in the future. The majority, however, have

Iow or fixed incomes and a necessary condition for the successful marketing
of multifamily units is that the monthly charges be as low as possible
with prevailing construction costs.

In April 1970, a project of 27 units was under construction in Rapid
City. the project will contain predominantly one-bedroom furnlshed apart-
ments with shelter rents tentatively set at $140 a month. To date, there
has been no attempt to rent units before their completi-on, scheduled in
June 1970. Because this is the first privately-financed multifamily proj-
ect built in the HMA since L964, the initial renting experience should
be observed carefully.

Economic. Demooraohic^ and Housi ng F ac tors

&ggJ.. The military has had signif icant impact on the Rapid city
area, and was the principal cause of economic flucLuation over the
past ten years. The major expansionaiy phase occurred early in the decade,
when large numbers of workers entered ihe area for the installation of
misslle sltes and work on other construction projects. Although employ-
ment data are not available, it is estimated that as many as 41000 workers
were engaged at the peak of this activity. With the gradual phase-out of
construction work beginning in late L963, many workers left the area and

there followed a severe slump in local business conditions. Since that
time, the military influence has been more stable. Ellsworth Air Force
Base now has an assigned military strength of about 51300 and there are
about 630 civil service r^/orkers at the base" Military strength has fluc-
tuated within a range of about 4,000 to 6,400, while civil service jobs
have increased by about 200 over the past ten years (see table IV). During
the 1970 to.1972 period, military strength is expected to increase by about
3OO. No gain in civil service employment is projected.

Annual emplovment data for the Rapid CiEy HMA are available only
since 1964 (see table 1I1). The employment series for 1966 and 1967 was
not revised to new benchmarks; therefore, the year to year trend in the
government and services industries may have been distorted for those two
years. Nevertheless, these data do provide an indication of the overall
level of employment and the change in recent years.

Prior to 1964, the local economy underwent a marked expansion followed
by a sharp decline in employment" By 1965, economic conditions were im-
proved, and there have been employment gains each year since. From January
to October L969, nonagricultural wage and salary employment averaged 18,802
jobs, or about 21880 above the average in 1964. Approximately 85 percent
of the jobs created in recent years were in nonmanufacturing. Principal
contributors to growth have been the trade, -services, and government categories,
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reflecLing the influence of rising demand for goods ahd servlces
from the local population as well as the constantly growing tourist
traffic through the area. Manufacturing jobs comprise a small share of
total wage and salary employment but this number has been increasing.
During the first ten months of 1969, there were an average of 11750 manu-
facturing workers in the HMA, or about 400 above the leve1 for L967. The

added manufacturing jobs have resulted primarily from the establishment
in the area of two electronic firms. Although the majority of the employ-
ees are female, these plants have benefitted the economy, providing job
opportunities for secondary wage earners.

Nonagricultural wage and salary employment in the Rapid City area
is expected to increase by 500 jobs a year from April 1970 to April L972.
This forecast anticipates gains in both manufacturing and nonmanufacturing
employment. New manufacturing jobs wilI result pridcipally from continued
hiring in electronics firms and from the initial staffing of a gasification
plant under construction in the area" An electronics firm reportedly
will add 100 persons to its work force over the next year. The new estab-
lishment, scheduled for completion in early 1971, will require about f50
employees for initial operations involving the conversion of coal to usable
natural gas" Stimulated by this modest industrial expansion and growth
of the area as a trade and tourist center, nonmanufacturing industries will
continue to provide the major share (about 80 percent) of the employment
increase over the next two years. Although no increase is anticipated
in civil service employment at Ellsworth Air Force Base, there should be
some increase in government employment as a result of a growing local pop-
ulation requiring added educational facilities and other public services.

In 1970, the median annual income after deduction of federal income
tax, of all families in the tMA was $7,500. Ihe median after-tax income
of renter households of two or more persons was $6r350. Distributions of
all families and renter households by income classes are presented in
table V.

Demographic Factors. The population of the Rapid City HMA \nas esti-
mated at 66,300 persons in Aprll l97Or1l reflecting an average gain of about
810 persons annually from 1960 to 1970. Growth consisted of average in-
creases of 615 nonmilitary-connected and 195 military-connected persons
annual 1y.

Ll Locally reported preliminary population and household counts from the
197O Census may not be consistent with the demographic estimates in
this analysis. Final official census population and household data
will be made available by the Census Bureau in the next several months.

t
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The largest increases of the decade occurred during the early 1960rs,
at the peak period of the missile site work. The subsequent out-migration
of workers and their families sharply reduced growth, and, for a brief
period in the mid l970ts, there may actually have been a decline in the
population of the area. Although the economy has recovered, recent expan-
sion has not provided sufficient employment opportunities for 1ocal resi-
dents and out-migration has persisted" Based on expectations of moderate
employment growth and a small increase in the level of military strength,
an average gain of 750 persons a year is forecast for the next two years.
The annual increase will consist of 550 nonmilitary-connected persons and
200 military and military-connected persons.

In April 1970, there were 18,750 households in the HMA, of which 14,900
were civilian households and 3,850 were military and military-connected
civilian households. Ihe number of households increased by an average of
265 annually during the 1960-1970 decade, comprised of approximately 210
nonmilitary and 55 military-connected househotds. Household growth trends
generally have paralleled the trend of population growth and should continue
to do so during the next two years. An average increase of 225 households
annualfy (175 nonmilitary and 50 mi-litary and military-connected households)
is forecast from April 1970 to April 1972.

Demographic trends for the HMA from 1950 to L972 are presented in table
VI.

Housing Factors. The housing inventory of the HMA totaled 20 ,750 uni ts
in April 1970, an i,ncrease of about 2,650 units during the past ten years
(see table VII). The net gain resulted from the addition of 3,450 units
through construction, 200 mobile homes moved into the area and the loss of
1,000 units by demolitions and other causes" As of April 1970, about
I40 single-family houses and 75 units in multifamily structures h,ere under
construction, including 100 houses and 48 multifamily units with FHA-insured
mortgages under the rent supplement program"

Following the boom of the early 1960rs, ivate residential buildi
activitv declined sharply and has remained at low levels. From a peak of
770 units in L969, building volume fell to about 65 units in 1966. Since
that low level was reached, the condition .of the housing market has im-
proved gradually and local builders have responded with sma11 production
increases. Construction volume averaged about 85 units a year during
L967 and 1968, and about 140 residential units were authorized by building
permits or started outside permit-i-ssuing jurisdictions in 1969. ln-
cluded in the total for L969 was a 27-unLt apartment project. Trends in
the number of housing units constructed in the HMA since 1960 are shown
in table VIII.
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It is estimated that there were about 640 vac an t housins units avail-
able in the HMA in April 1970. Of these vacancies, about 140 units were

available for sale only and 500 units were available for rent, equal to
homeowner and renter vacancy rates of 1.2 percent and 6.4 percent, respec-
tively. About 15 percent of the vacant rental housing units available in
the HMA are substandard in thaE they lack one or more plumbing facilities,
and many more are not readily marketable because of obsolesence. As shown

in table VII, vacancy levels are below those reported in the 196O census,
having declined substantially in recent years.

'



Table I

Estima Annual D for New Sinsle-familv Hous ins

Sales price

Under $20'000
$2o,o0o - 22,499

22,5OO - 24,999

25,000 - 29,999
30,000 and over

TotaI

s ta
Apri 1 1970 to Apri L t972

Number
of units

5
L0
t0

30
25
80

Market

Percent
of total

6
13
I3

37
31

100

I
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Table II

Eed Annual cuoancv Potential f or Subsidized Housins
Raoid Citv. Sout Dakota. sinp Marke t Area

Aori I 1970 - Aoril L972

Section 236 Eligible for Public housing
exc 1 usive lv both ams exc lus ivelv

A. Families

One bedroom
Ibo bedrooms
Ihree or more bedrooms

Total

B. Elderlv

Eff i ci ency
One bedroom

To tal

Total for
both ams

5
15
20
Zo

10
1o

;
5

ffil

10
45
50

rfse/

15
to
*./

r5
65
75

155

5 20
30
50

10
Ilh/

a/ About 70 percent of these families are also eligible under the rent supplement progran.
b/ AI1 of these elderly couples and individuals also are eligible for rent supplements.

a
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Table lII

Work Force ComDonents and Nonaericultural Was e and Salarv Emnlovment bv Industrv
Rapid Citv. South Dakota. Housing Market Area

L964 - t969
(Annual averages)

t966 L967
Jan. to Oct.

lrlork force

Emo loymen t

Unemp loymen t
Percent of work force

L964 1965

20.860 20,440

19.690 19.450

1,170
).o/"

990
4.97"

720
3.37"

700
3.27"

2L.730

20. 960

770
3 "s%

L7.320

L,zLO

16. i10

2L.924

2L.204

1968

22.2L6

21.516

1968

22.3L6

2L.6L7

699
3.17"

18.128

1 ,948

L969

23.155

22.365

790
3.47"

18.802

1,7 53

Nonag. wage & salary 15.820 15.780

Manufacturing 1,310 1,210

t7.736 18.058

1,351 1,872

Nonnanufacturing 14.510
Mining & const" 1,200
Trans. & util. Lr52O
Trade 4,550
Fin., ins., & real est. 79O
Services 2r72O
Government 3 r 730

I 6. 385
Lr 2gO
1,530
5,1O5

850
3,300
4, 310

16. 186
1,206
L,525
5,235

897
3,058
4,265

16.180
1,195
1,525
5,213

895
3, 106
41245

t7.o49
1,350
1r571
5,607

818
3,332
4,371

14.570
I ,08O
1 ,4go
4,560

800
2,7 50
3,900

1,310
1,510
4,890

840
3, 360
4,2OO

3,640 3,468 3,458 3,489 3,563A11 other 3,870 3,670

Source: South Dakota Employment Security Department"



Table IV

Milita and Civilian StrenB th at EI I sroo rth
Air Force Base. Rapid Citv, South Dakota

1960-I970

Mi 1 i tary
strength

3 1963
3,927
4,7 4L

6, 193
6 r359

6, 060
5, 688
5,487
4,718
5,O29
5,27O

Civil service
emplo nt

June
June
June
June
June

1960
r961
L962
r 963
L964

tfi7
437
520
626
501

479
457
686
654
627
N.A.

June
June
June
June
June
Jan.

L965
L966
L967
19 68
L959
L970

Source: U.S. Air Force.



Table V

Estimated Percentase DisEribution of Al1 Families and Renter Households
BY Income After Deductins Federal Income Taxes

Rapid City, Soth Dakota, HMA 197O

A11
faml 1 iee

Renter
householdsS/

Annual
after-tax income

Under $3,OOO

$ 3,OOO - 3,999
4,OOO - 4,999
5,OOO - 5 ,999

6,000 -
7,OOO -
8,OOO -
9,OOO -

8
6
8

11

11

11
11

13

6,ggg
7 ,999
8,999
9,999

11
l1

9
8

t2
10
I
6

100

$6 ,35O

IO,OOO - L2,499
12,5OO - L4,999
15,OOO and over

Total

Median: $7,5OO

a/ Renter households of two or more Persons.

Sources: EsEimated by Housing Market Analyst.

l3
6

9

100

8
5
5

a



Table VI

Demographic Trends
Rapid City, South Dakota. Housins Market Area

1960 - L972

Apri 1

1960

58. 195
42,399
t5,796

L6.Lzl
12,292
3,829

58. 195
45, og5

1 ,050
12,050

Apri 1

L970

66. 300
47,3OO
19,0oo

I8. 750
14, ooo
4,7 50

66.300
51,25O
1,500

13,550

Apri I
1972

67.800
48, 350
tg,45o

19. 200
14,350
4,950

67.800
52,35O
1,500

13,950

810
490
320

265
170
90

750
525
225

225
t75

50

550

200

225
L75

Average annual chanEel/
1960- 1970-
L970 L972

HMA total population
Civi lian
Mi 1i Ear.y-connected civi lianL/
Mi 1i taryg/

Georgaphic Components

tMA total of population
Rapid City
Remainder of HMA

HMA total of households
Rapid Ci ty
Remainder of HMA

Demographic Components

810
615

45
150

750

50

HMA total households
Civi lian
Mi litary-connected civi lianb/
Militaryc/

16. 121
12,8I1

310
3, ooo

18 .750
14, goo

450
3,400

19 .200
15, 250

450
3,500

265
210

15
40

a/
b/

Subtotals may not add because of rounding
Civil service employees and their dependents.
Military personnel and their dependents"

Sources: 1950 and 1950 Censuses of Population and Housing
U.S. Department of the Air Forcel and estimates by Housing Market Analyst.
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Table VII

Housi Inventorv. Tenure. and Vacancv
Rapid Citv. South Dakota. Hous inp Market Area

l9 60 L970

Tenure and Vacancy

Total housing inventorY

Total occupied

Owner -occupied
Percent of all occuPied

Renter -occupied
Percent of all occuPied

Vacant housing units

Available vacant
For sale

Homeowner vacancy rate
For rent

Renter vacancy rate

Other vacantl/

a/ Includes seasonal units,
sold awaiting occuPancy,

Sources: 1950 and 1960 Censuses of
Market AnalYst.

r .969 2.000

640

ro "57.

i40
1.27.
500
6.47.

1,067 1,360

vacant dilapidated units, unj-ts rented or
and units held off the market.

Housing and estimates bY Housing

Apri 1

1960

18.090

t6.L2l

Apri I
1970

20.750

18.750

11,450
6L.L7"

7,300
38.9%

6,325 '

39 "2%

9,796
60.8%

r63
r.6%
739

902

a

t



Table VIII

Private lv-Financed Hous ing Units Au thorized bv Buildins Permits

and Estimated Housi UniEs Started Outside Bui ldi Permit Areas
id ci Sou Dakota Hous t Area

19 -19 9

0ther
est imated
starEs

30
35
25
25
20

HMA total
Bu i ld ins rm1 ts

S ing te-
fami 1y

480
667
322
206

77

48
32
44
49
54

Multi-
fami 1v

20
68
34
80
36

Total
Single-
fami lv

510
7o2
347
23L

97

78
62
79
89

114

Mu lt i-
fami 1y TotaI

530
770
381
311
133

84
66
81
89

r41

Year

1960
196 I
rg62
1963
t964

1965
L966
1967
1968
1969

500
735
356
286
113

20
68
34
80
36

30
30
35
40
60

s4
36

6
4
2

27

6
4

:46
49
81 27

148 units of rent-suPPlementNoLe: Excludes 91O units of capehart housing construct,ed from 196O to 1964 and

housing started during 1969.

Sources: Bureau of the Census, C-40 Construction Reports and local building inspectors.

et
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