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Panel urges remake of tax policies
BY STEVE JORDON
WORLD-HERALD STAFF WRITER

A new Nebraska think tank argues that local and state government should remake
tax policies with economic development in mind, including tax cuts for entrepreneurs
and lower taxes overall to attract and keep prime-age employees.

The Platte Institute for Economic Research commissioned the study by Creighton
University economist Ernie Goss. It says Nebraska ranks highest in taxes among its
neighboring states, discouraging business expansion and job growth,

Without changes, the study says, Nebraska's slow growth could spiral into a decline,
subjecting its citizens to even higher tax demands to support public services.

The report, made public today, includes recommendations that are intended to start
discussions ahead of next year's state legislative session, said Roger Lempke, the
institute's executive director and retired chief of the Nebraska National Guard.

Although some experts believe such studies recommend changes in line with the
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political or economic biases of the sponsoring groups, Lempke said the Platte Institute
study takes an objective look at economic studies that consistently show Nebraska ranks poorly.

"We were more curious about what the areas were that we needed to work on,"
he said. "We didn't write this as a doomsday report or an epitaph.

"We feel Nebraska has a chance to do very well. . . . Every other state is
attempting to prepare itself for the 21st century. We need to be sure we do the
same thing."

For the report, Goss analyzed population, income and tax data and economic
studies on Nebraska and its neighboring states — Iowa, South Dakota, Wyoming,
Colorado, Kansas and Missouri.

He wrote that Nebraska's state and local tax burden "must be a major factor in
impeding economic growth.” Wages and overall economic activity in the state
grew slower than in the bordering states between 1995 and 2006, he said, while
state and local taxes per person grew faster.

The report, which Lempke said cost less than $10,000, said state and local
government taxes rose from $2,972 per person in 1992 to $5,225 in 2004, up
75.9 percent. Nationally, such taxes grew by an average of 58.4 percent, from
$3,137 to $4,968.

Goss cited 2005 Census Bureau figures which ranked Nebraska 12th in the nation
in state and local taxes paid by individuals, as a percent of personal income. The
six border states ranked lower.

The report cites a University of Nebraska-Lincoln study that said the number of
"prime working age" Nebraskans, ages 20 to 44, was expected to decline by 0.4
percent between 2006 and 2016, while growing by 1.5 percent nationally.

The fastest-growing population group in the state is people over 65, he said,
although that's also slower than the national average.

"Those who should appreciate 'the good life' that Nebraska offers are pulling up
stakes and heading elsewhere,” Goss wrote in the report.

Overall, he said, "Nebraska will become a smaller part of the U.S. economy over
the next decade if economic growth in the state continues on its present
trajectory.”

"Combined with higher tax burdens, individuals and families considering a move
to Nebraska will find a less hospitable economic environment than that in
surrounding states.”
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Changing tax
policy
Recommendations by

the Platte Institute for
Economic Research

1. Focus tax policy
debates on economic
growth, not necessarily
on whether taxes are
levied fairly or protect tax
revenue.

2. Set a goal of a per-
capita tax burden less
than the national average
by 2016.

3. Make business taxes
and incentives more
favorable for small
businesses, such as small
manufacturers.

4. Set state and local tax
policies to retain and
attract 20- to 44-year-
olds.

5. Levy taxes at the
lowest government level
possible to provide
greater citizen oversight.

6. Make tax policies
more transparent.
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Goss cited a 2007 Tax Foundation business tax index that ranked Nebraska 44th nationally, or seventh worst. Iowe
ranked 43rd, Kansas 31st, Missouri 15th, Colorado 14th, South Dakota second and Wyoming first. Wyoming and
South Dakota tend to do well in such rankings because they have no state income tax.

Separately, a review of state tax policies by the Nebraska Legislature's Revenue Committee staff cited a University
of Iowa report saying that think tank studies, in general, tend to produce studies that reflect their political position
and biases.

The report by Iowa professor Peter Fisher said that in five such studies, 34 states ranked in the top 10 in at least
one study and 42 ranked in the bottom half in at least one study.

The Revenue Committee report also said that Nebraska has become a high-tax state, ranking 14th in taxes as a
percent of personal income in 2005 compared with 23rd in 1984, Yet the state ranked 36th in local and state
government spending in 2005 as a percent of personal income, lower than Wyoming, Iowa and Kansas but higher
than Missouri, South Dakota and Colorado.

"It is a bit of a mystery," the department’s report said, as to how Nebraska ranks high in state and local taxes but
low in spending.

The nonpartisan Platte Institute, formed last year, favors government policies that encourage free enterprise, It is
affiliated with the State Policy Network, which includes similar organizations in 42 states that champion personal
and economic freedom,

The institute doesn't write legislation or lobby but recommends changes in public policy based on research it
sponsors. Its president is Pete Ricketts, the 2006 GOP Senate candidate and national Republican committeeman.
Its directors include Mike Groene of North Platte, Neb., who sponsored an unsuccessful state spending lid petition
drive.

The institute's areas of interest also include health care costs, education and water resources, plus encouraging
"transparency" so that government agencies' services and information are readily available to the public.
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