Omaha's Occupation Tax Addiction
by Jordan Cash
Tomorrow, the Omaha City Council plans to vote on a new 7 percent occupation tax on
cigarettes to fund the University of Nebraska-Medical Center's new cancer research
facility. A new occupation tax would harm Omaha's economic outlook and is another
example of local government raising taxes for non-essential services.
In addition to its negative impact on Omaha's economy, a cigarette tax would also hurt
local businesses and lower income individuals.
Cigarette taxes are notoriously unreliable as a source of revenue, particularly since their
intent is to discourage consumption. The state of Nebraska already imposes a cigarette
tax of 64 cents per pack of 20 and 80 cents per pack of 25, on top of the federal cigarette
tax of $1.01 per pack.[1] This gives Nebraska the 38th highest cigarette tax in the nation,
a rank which would increase to 31st if Omaha successfully imposes its additional tax of
35 cents per pack.[2] Between 1967 and 2011, the amount of cigarette packs sold in
Nebraska decreased 38 percent, with 6.1 percent of that decrease occurring between
2006 and 2011.[3] Such a rapid decrease in consumption demonstrates that the cigarette
tax cannot be relied on as a long-term revenue stream, as decreasing consumption
inevitably leads to decreased revenue.
Additionally, because the occupation tax would only exist within Omaha city limits,
Omaha smokers can easily avoid it by buying their cigarettes outside the city limits,
undercutting not only the projected cigarette tax revenue but local sales tax revenue as
well.
Driving smokers to buy cigarettes outside the city-as this tax would do-would also have
a detrimental effect on Omaha businesses who sell cigarettes, as they would lose
customers to sellers outside Omaha. The revenue Omaha businesses would lose because
of this tax could cost Omahans jobs, or even force Omaha sellers out of business.[4]
The cigarette tax is also a regressive tax. A recent study by the Research Triangle
Institute found that nationally 24.3 percent of individuals in the lowest income group
smoked, and from 2010-2011, those individuals spent 14.2 percent of their annual
household income on cigarettes. In New York-which has the highest cigarette taxes in
the nation-individuals in the lowest income group spent 23.6 percent of their annual
income on cigarettes.[5] Imposing this tax for the benefit of UNMC-which is supported

by a Foundation with a $1.7 billion budget-the City Council would essentially be taxing
the poor to benefit a well-connected special interest group.
In recent years, Omaha has shown a propensity for imposing occupation taxes as a way
to avoid the limits on sales tax. Among the most egregious examples is Omaha's 2.5
percent tax on restaurants, which when combined with local and state sales taxes, gives
Omaha the 6th highest meal tax rate in the nation, with 9.5 percent of every restaurant
bill going to taxes, a rate even higher than the notoriously expensive and high tax cities
of New York, Los Angeles, and Boston.[6] Additionally, Omaha has a 6.25 percent
occupation tax on telecommunications companies, which has contributed to Nebraskans
having the highest cell phone tax bill in the nation, with 23.7 percent of every bill going
to pay taxes.[7] Another example of occupation taxes gone wild is the 1.5 percent hotel
and lodging tax, which, when combined with state, county, and city sales and other
lodging taxes, results in Omaha hotel patrons paying 15.36 percent of their bill in taxes,
not including the immense costs shouldered by local hotels and their employees.[8]
This addiction by the City of Omaha to occupation taxes has even prompted two bills in
the state Legislature, LB165-which capped the amount municipalities could charge on
telecommunications occupation taxes-and LB745-which force occupation taxes that
bring in over a certain amount of revenue to be put to a public vote and tied to a specific
project.[9] Yet Omaha has found ways to avoid these restrictions, as the cigarette tax is
estimated to bring in less than the $6 million of annual revenue that would trigger a
public vote under the law.
It is time for Omaha to break its insatiable appetite for occupation taxes, and it can start
by refusing to implement a cigarette tax that would raise little revenue, punish the poor,
and put Omahans out of work.
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