
Nebraska Constitutional officers and Legislators challenged the 
Platte Institute for Economic Research – following our 2008 release 
of “Nebraska’s Tax Competitiveness: Should I Live in Nebraska?”– 
to propose actual reductions in state spending. With great excite-
ment we continue that conversation with this study, “Nebraska’s 
Spending Habits: Are We Frugal or Frivolous?”

The mission of the Platte Institute is to advance public policy 
alternatives that foster limited government, personal responsibility 
and free enterprise in Nebraska. The two pioneering studies by Dr. 
Ernie Goss underscore our mission.

This study was independently produced for the Platte Institute for 
Economic Research by Ernest Goss, Ph.D., of the Goss Institute 
in the spring of 2009. Any errors or misstatements contained in 
this study are solely the responsibility of the author. A copy of the 
principal investigator’s biography is provided at the end of the full 
study, which is available at www.platteinstitute.org.
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Introduction
This study, authored by Dr. Ernie Goss, the MacAl-
lister Chair and Professor of Economics at Creighton 
University’s College of Business, provides compel-
ling evidence of how we spend our money com-
pared to bordering states and the country as a 
whole. It also offers suggestions as to where reduc-
tions are possible and recommendations as to how 
to accomplish those reductions.

One of the major findings by Dr. Goss, which left an 
impression on us, is the following:

»» In 2007, if state and local governments in 
Nebraska had adjusted their spending to match 
that of its neighbors, overall savings would have 
been $1.97 billion or $1,110 per capita. If on 
the other hand, state and local governments 
in Nebraska had adjusted their spending to 
match the U.S. average, overall savings would 
have been $932 million or $525 per capita.

Is there a reason why Nebraska spends so much 
more than its neighbors or the U.S. average? What 
benefits do Nebraskans gain over citizens of neigh-
boring states by funding this extra spending with 
their tax dollars? This study by Dr. Goss continues 
our dialogue about how to make Nebraska a better 
place for those living here now and more attractive 
to those willing to move here. Most importantly, this 
study also offers recommendations for reducing 
spending in five key areas in Nebraska:

»» Higher Education

»» K-12 Education

»» Public Welfare

»» Highways

»» Public Safety

By using this study in concert with “Nebraska’s Tax 
Competitiveness,” we believe meaningful tax relief 
can be brought to the state, which moved from 
having the seventeenth highest tax burden  
in the nation in 1992 to ninth in 2006.
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I was asked to profile state and local government 
spending in Nebraska and compare it to the U.S. 
and to the state’s geographic neighbors. In my 
previous published research I concluded that, after 
controlling for other important economic character-
istics, state and local taxes have negative impacts on 
economic growth.1 Furthermore, recent research has 
concluded that the strength of this relationship has 
increased over the last decade.2 This study builds on 
this past research. 

In the analysis that follows, I examine the major 
spending categories of state and local jurisdictions 
that include spending for K-12 education, higher 
education, public welfare, highways and public 
safety. This study summarizes my work on  
this project.

Overall spending:

»» In 2007, if state and local governments in 
Nebraska had adjusted their spending to match 
that of its neighbors, overall savings would have 
been $1.97 billion or $1,110 per capita. If on 
the other hand, state and local governments 
in Nebraska had adjusted their spending to 
match the U.S. average, overall savings would 
have been $932 million or $525 per capita. 

»» Between 1993 and 2006, state and local spend-
ing per capita increased by 82 percent for 
Nebraska, by 83 percent for all U.S. states and 
by 77 percent for states bordering Nebraska.3

»» In 2006, state and local spending as a 
percent of GSP4 was 21.5 percent for 
Nebraska, 20.3 percent for all U.S. states 
and 18.7 percent for Nebraska’s neighbors. 

»» In 2006, compared to bordering states, Nebraska 
spent a greater share of its GSP on utilities,5 
higher education, K-12 education and public 
welfare but a smaller proportion on public safety. 

»» Six of the thirteen high performing states, in terms 
of income and employment, did not assess an indi-

vidual income tax on their workers while all of the 
fourteen low performing states levied an individual 
income tax on wage earners; thus pointing to the 
benefits of restraining government spending. 
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Recommendations:

»» It is recommended that Nebraska limit the 
growth in government spending to the rate of 
inflation plus the rate of population growth until 
Nebraska’s spending, as a share of GSP, matches 
that of its neighbors. After that, spending should 
match the growth in the state’s personal income.

»» It is recommended that Nebraska adopt the 
Texas Where the Money Goes system so that 
individuals and businesses can better determine 
the effectiveness of government spending.

»» State and local government at all levels should 
establish a task force for their jurisdiction to review 
opportunities to privatize publicly provided 
recreation and entertainment amenities including 
recreation facilities and youth recreation leagues, 
music, theater, sports venues and park lodges. 

»» Between 1996 and 2007, state aid to local sub-
divisions to support homestead exemptions 
advanced by an annual compound growth rate 
of 8.0 percent. Future growth should not exceed 
the rate of inflation plus population growth. 

»» Growth in state aid to K-12 education should 
not exceed the rate of inflation plus the rate of 
growth in the K-12 student population in the state. 

Higher education spending:

»» Nebraska outspent both the U.S. and its 
neighbors in terms of higher education spend-
ing per capita. In terms of per capita growth, 
Nebraska’s higher education spending increased 
at a rate similar to the U.S., but at a rate 
greater than that of the states surrounding it. 

»» In terms of higher education spending as a 
share of GSP, Nebraska has consistently out-
spent both its surrounding states and the U.S.

»» In 2006, Nebraska appropriations per full-time 
equivalent (FTE) college student were $6,999. This 
compares to $6,325 for the average U.S. state, 
or 10.7 percent less, and $5,801 for Nebraska’s 

bordering states, or 20.7 percent less. Tuition 
charges were a much smaller percentage of total 
higher education revenues for Nebraska than 
for its neighbors or for the average U.S. state. 

»» In terms of National Science Foundation 
grants per FTE, compared to its neighbors, 
Nebraska ranked fifth, with Kansas in sixth 
place and Missouri in seventh or last place. 

»» In 2007, Nebraska would have saved a total of 
more than $193 million, the equivalent of $109 
per capita, if its higher education spending 
as a percent of GSP matched that of border-
ing states, and more than $350 million, or 
$197 per capita, if it equaled that of the U.S.

Recommendations:

»» Reduce Nebraska’s appropriations per FTE for 
higher education to the current regional average 
(region includes Nebraska and its six neighbors).

»» Increase its tuition per FTE for higher education 
to the average of Nebraska and its neighbors. 

»» Implementation of these two recommendations 
above would have saved the Nebraska taxpayers 
approximately $104 million in 2007 alone. This 
would result in a reduction in total state appro-
priations going to Nebraska’s higher education 
institutions of approximately 7.0 percent. In order 
to accommodate the reduction in state appro-
priations, public universities and colleges should 
reduce redundant specialized programs. For 
example, Chadron State University, the University 
of Nebraska-Kearney, the University of Nebraska-
Omaha, Peru State University and Wayne State 
University all offer an undergraduate degree in 
Criminal Justice. The state of Iowa supports only 
two such programs, one at Iowa State University 
and the other at the University of Northern Iowa.
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K-12 education spending:

»» Nebraska has been raising the amount it 
spends per K-12 student at a greater rate 
than either its neighbors or the U.S. While 
Nebraska’s bordering states boosted their com-
bined per-student spending by 32.8 percent 
between 1999 and 2006 and the U.S. by 32.7 
percent, Nebraska’s climbed by 34.4 percent. 

»» Data indicates that Nebraska spends more on 
K-12 education due to the state’s lower student 
to teacher ratios and to the state’s much lower 
average number of students per school district. 

»» Savings to Nebraska is possible if it were to 
reduce its K-12 education spending per student 
to the level of its neighbors. Data indicates 
that if Nebraska spent on a per student basis 
the same as its neighbors, the state would 
have saved $42.6 million in 2006 alone. 

Recommendations:

»» Based on this statistical model of all U.S. school 
districts and 2006 data, Nebraska’s spending 
on K-12 education per year would decline by 
1.1 percent, or over $31 million, if there were 
one school district per county instead of the 
current 254 school districts. Likewise, Nebraska 
would have saved almost $102 million, or 3.7 
percent in 2006, if the state’s student-teacher 
ratio rose from its current level of 13.83 to the 
national median student-teacher ratio of 15.11.6 

»» Nebraska should grant new hires the option 
to choose a defined contribution plan (DC), 
which non-career employees may prefer over 
the traditional defined benefit plan (DB). This 
would reduce the cost of retirement funding for 
employees. Pay and benefits for teachers and 
administrators are heavily backloaded, penalizing 
non-career teachers that leave the education 
industry. Augenblick and Associates, based on 
an analysis of the retirement systems of Arkansas, 
Idaho, Indiana, Maryland, Mississippi, Utah and 
West Virginia, estimated the savings by moving 

from a defined benefit (DB) to a defined con-
tribution (DC) plan. The researchers concluded 
that states could save as much as 3 percent of 
a teacher’s yearly salary by adopting a DC plan. 
This would mean a yearly savings for Nebraska of 
roughly $33 million just for instruction personnel.7 

»» School district data for 2006 shows that the 
state’s low enrollment and high enrollment 
school districts have the highest cost per 
pupil. It is estimated that school district costs 
would decrease by $556,000 by increas-
ing Nebraska school district enrollment from 
1,000 to 2,000 pupils. At the other end of the 
spectrum, it is estimated that school district 
costs would increase by $438,000 by increas-
ing enrollment from 40,000 to 41,000 pupils. 

»» In order to bring Nebraska’s K-12 spend-
ing in-line with its geographic neighbors, the 
state should limit the growth in state aid per 
student for K-12 education to the rate of 
inflation plus student enrollment growth. 

»» The Nebraska Unicameral could assist K-12 edu-
cation in the state by adopting a three-year pilot 
program that would permit local districts to con-
tract with private schools or other nearby public 
school districts to educate some of their students.8

»» The State of Nebraska should adopt the “65 
Cent Solution.” Across the nation, education 
reformers are pushing the program entitled 
First Class Education. This program requires 
that at least 65 cents of every dollar in a school 
district’s operational budget goes into the class-
room. Adopting this solution would increase 
direct instruction from $1.096 billion to $1.133 
billion and reduce administration funding from 
$130.2 million to $56.1 million. This would 
create a yearly savings of $37.1 million. 

»» Nebraska should reform rules for calcula-
tion of highest average salary to reduce 
pension spiking practice on the part of 
K-12 teachers and administrators.
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Public welfare spending:

»» As expected, high economic performing 
states spent a smaller share of their govern-
ment expenditures on education and public 
welfare, while low performing states focused 
more of their spending in both areas.9

»» Between 1993 and 2006, Nebraska’s growth of 
120 percent in public welfare spending has been 
slightly less than that of its neighboring states’ 123 
percent, but well over the 106 percent of the U.S. 

»» As a percent of GSP, Nebraska’s public 
welfare spending was only slightly above 
that of its border states in the years span-
ning 1993-1999 and was well below that of 
the U.S. – but climbed above surrounding 
states and the U.S. between 2000 and 2006.

»» If Nebraska had spent the same percent of its 
GSP in 2007 on public welfare as did the six 
states on its boundaries, it would have saved 
$143 per capita that year for a total savings of 
$252,935,931. If it had spent at the level of the 
U.S., it would have cost Nebraska $122,645,633 
more in total in 2007, or $69 per capita.

Recommendations:

»» Nebraska should attempt to gear Medicaid 
subsidies to the beneficiary’s income and pos-
sible health risk. Nebraska should also establish 
other features, such as cost sharing, to prepare 
families to transition to private coverage. 

»» Nebraska should provide a range of Medicaid 
coverage options such that beneficiaries should 
not be forced to buy a policy with a government-
dictated list of benefits and coverage mandates.

»» Nebraska should insure that Medicaid beneficia-
ries have easy access to information about the 
private and public health insurance coverage 
options that are available to them. Once the indi-
vidual is provided more consumer-friendly informa-
tion and financial resources, they can more easily 
select the insurance that best meets their needs.10

»» Nebraska should attempt to expand health care 
cost information by encouraging health care pro-
viders to adopt programs such as Alegent Health’s 

“My Cost” tool. This on-line tool, if implemented at 
medical facilities across the state, would produce 
significant savings for the state by supplying a 
much higher degree of cost transparency. By 
providing financial incentives for Medicaid recipi-
ents, those covered would be provided with a 
list of prices for frequently purchased services, in 
addition to information on financial assistance 
programs for cost-prohibitive services. Over the 
past two years, “My Cost” has provided 37,000 
consumers with health price information. The 
tool could query payers for eligibility and benefit 
information for a given Medicaid patient. To date, 
seven payers are participating in the program 
and Alegent Health expects many more in the 
months to come. Tommy Thompson, former 
secretary of the U.S. Department of Health and 
Human Services, said of the application, “These 
are the kinds of breakthroughs that are going to 
allow transparency to come front and center.”

»» The Beatrice Development Center should 
be privatized. Total savings to the state for 
Mosaic, a private, religious affiliated organi-
zation, taking over the facility would range 
between $4.2 million and $7.3 million depend-
ing on the configuration of the care facility.11

»» There are several states testing new technologies 
that reduce staffing costs and are trying to get at 
the issue of providing what an individual needs 
versus what they want. Indiana is currently testing 
REST ASSURED, a project that maximizes the 
use of two-way video systems that can support 
those who need minimal support but cannot live 
completely independent in the community. Thus 
far programs like this are showing increased 
consumer satisfaction with lower cost. Nebraska 
should examine the potential of such a system.

»» The central key to solving the cost issue for 
Nebraska’s Medicaid system is how the Medicaid 
state plan is written paired with the inefficiencies 
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of current case management systems. Most case 
management systems are coordinated by state 
employees who see everything as an entitlement 
for their clients and as a result, through individual 
care plans, drive costs higher for the provider. 
In other words, the case management systems 
in most states, and particularly in Nebraska, 
need significant reform, while disempowering 
them in a way that does not drive up costs. 

»» It is contended that the key may rest with a 
consistent and equitable assessment for each 
individual and that funding should be tied to those 
needs and not be based on any group average. 
This may seem simple but when case managers 
play such a key role in driving costs we should 
be looking at this recommendation closely.

»» State Medicaid policy should encourage 
more flexible supports and regulations that 
are necessary and valued by the consumer.

»» It is recommended that particular attention 
should be paid to the elimination of rules and 
regulations that are tied to a facility or license 
rather than basic health and safety assurances 
and individual needs; additionally adminis-
trative requirements should be reduced.

»» Consider program models that can reduce 
costs and provide high consumer satisfaction: 
Mosaic, Inc. Adult Foster Care, often called 
host homes, is highly personalized, highly cost 
effective and often significantly less expensive 
than a group home for example. Supported 
living, for those who are in group homes, but 
could thrive in less restrictive settings, also can 
provide similar results. Supporting individuals 
in their own home with cash payments to family 
members can also achieve the same results. 

Highway spending:

»» In total spending growth on highways 
and in spending growth per highway mile, 
Nebraska trailed both its bordering states 
and the U.S. between 1993 and 2006.

»» From a longitudinal standpoint, Nebraska, 
its neighbors and the U.S. all reduced 
their spending as a percent of GSP on 
highways between 1993 and 2006.

»» Nebraska could have saved a total of 
$109,616,983, or $62 per capita, in 2007 if it 
had spent only the percentage of its GSP in 
2007 its adjoining states did; if it had spent as 
little as the U.S. of its GSP, it would have real-
ized a $320,620,061, or $181 per capita. 

»» The top economic performing states spent 
the same share of their GSP on highways (1.2 
percent) as the bottom performing states 
(1.2 percent) in 2006. Moreover, the pullback 
in highway spending as a proportion of GSP 
between 1999 and 2006 was greater for the 
high performing group of states (-14.3 percent) 
than low performing states (-7.4 percent).

Recommendations:

»» With costs rising and available funds falling, a 
vast majority of U.S. states are considering Public 
Private Partnerships (PPPs) to improve their road 
networks. PPPs are being increasingly used to 
leverage the strengths of the public and private 
sectors and infuse the transportation system with 
much needed funding and reduce government 
outlays. PPPs furnish new sources of private capital 
for highway projects and encourage develop-
ment of new techniques and methodologies for 
increasing effectiveness and lowering costs. Some 
of those techniques may include traffic lights on 
entrance ramps, rapid road maintenance, addi-
tional incident management resources, electronic 
congestion monitoring and variable toll pricing 
based on the congestion level of the roadway.12 
Nebraska should evaluate such a program. 
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Public safety spending:

»» Nebraska has grown its public safety spend-
ing at a much greater rate between 1993 
and 2006 than its border states or the U.S.

»» Per capita, Nebraska consistently spends 
slightly less than its neighboring states and 
substantially less than the U.S. on public safety. 

»» Both the U.S. and Nebraska’s border states spend 
a greater percent of their GSP in public safety than 
does Nebraska; therefore were Nebraska to match 
its expenditure on public safety to that of either 
the states that surround it or the U.S., greater 
expense would result to Nebraska taxpayers.

»» The top economic performing states spent a 
much larger share of their GSP on public safety 
than the bottom performing states. More-
over, the pullback in public safety spending 
as a proportion of GSP between 1999 and 
2006 was greater for the high performing 
group of states than low performing states. 

Recommendations: 

»» The state should evaluate and poten-
tially remove early retirement subsi-
dies for public safety employees. 

»» Nebraska should reform rules for calculation of 
highest average salary to reduce pension spiking 
practice on the part of public safety employees.

»» Nebraska should grant new hires the option 
to choose a defined contribution plan, which 
non-career employees may prefer over the 
traditional defined benefit plan. This would 
reduce the cost of retirement funding for 
employees. Pay and benefits for public safety 
employees is heavily backloaded, penalizing 
non-career employees that leave the industry. 
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Chapter 1: Does 
Nebraska Need to 
Change Its Government 
Spending Trajectory?13 

Population, Employment, Income,  
and Taxes 

Between 1995 and 2005, Nebraska’s population 
growth rate of 7.3 percent has lagged average bor-
der state14 growth by nearly four percentage points. 
Even more alarming, the state’s school-age popula-
tion has declined by 3.4 percent during this time 
span. Even retiree population growth is relatively 
stagnant at 2.5 percent when compared to the na-
tional average of 10 percent for 65 and older. 
The issue isn’t the availability of jobs; it is the quality 
of jobs. Over the past decade, Nebraska has 
maintained an unemployment rate that essentially 
indicates full employment. Today’s society is much 
more mobile than two or three generations ago—
today’s generations are able and willing to relocate 
for better opportunities and quality of life. This 
creates special economic problems for states such 
as Nebraska that have traditionally not fared well 
in terms of migration and have experienced high 
growth in state and local government spending. 

This study focuses on the state’s economic climate, 
specifically as it relates to the excessive growth in 
state and local government spending, and how 
it can be improved for rural and urban residents, 
for young and old, for well-educated and for less 
well-educated. Considering the many outstanding 
qualities of this state, it is often asserted that the 
state’s relatively poor economic performance has 
been driven, at least in part, by a high tax burden. I 
begin by examining the present situation and recent 
trends in terms of Nebraska population, employ-
ment, income and taxes. Population is, of course, of 
fundamental importance because people working 

and creating jobs fuel economic growth. I focus 
attention on the age distribution of the popula-
tion since economic potential and public services 
demands depend not only upon overall popula-
tion, but also on how the population is distributed 
across various age groups. I examine employment 
and income growth as they relate to government 
spending since they represent broad measures of 
economic health and are often the focal points of 
government action to promote economic develop-
ment broadly. 

Two major economic growth indicators highlight 
Nebraska’s lethargic economic growth (as measured 
by Gross State Product, or GSP) and the state’s 
lagging population growth.15 Table 1.1 summarizes 
the change in several demographic and economic 
factors for Nebraska, bordering states and the U.S. 
between 1995 and 2007. Nebraska’s employment 
has grown at the same pace as its neighbors, but 
at a much weaker rate than the U.S. Moreover, 
Nebraska’s growth in wages and salaries trailed both 
its neighbors and the U.S. between 1995 and 2007; 
and domestic migration has been an especially chal-
lenging issue for the state over the same time span. 

Furthermore, Nebraska has been less successful in 
restraining state and local tax growth. Some contrib-
uting factors to Nebraska’s relatively slow economic 
growth are under the control of policymakers. In 
particular, government spending and taxation 
patterns affect, and are affected by, the rate of 
economic growth in the state. Thus, between 1995 
and 2007, Nebraska’s state and local taxes grew by 
67.8 percent compared to 59.1 percent for border-
ing states and 66.0 percent for the U.S. Nebraska’s 
heavier tax burden is even more pronounced when 
measured per capita with growth of 56.4 percent 
versus 43.1 percent for bordering states, and 
47.4 for the U.S. Clearly this data indicates that to 
compete in the global economy, Nebraska must 
scrutinize its government spending and remain 
vigilant in slowing its growth.
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Nebraska’s Economic 
Future:
What if We Do Nothing?

In this section, the future economic outlook for 
Nebraska is examined based on current trends 
of population, income and employment growth 
assuming no significant tax policy changes are 
made and government spending continues its 
current trend. Current national and regional trends 
are also assumed to remain the same. This second 
assumption can be particularly tenuous. Surround-
ing states seem especially sensitive to competition 
from neighboring states so tax policy changes to 
accommodate greater government spending that 
alter the state’s relative tax burden can be expected 
to produce significant impacts. 

Population

As individuals contemplate the benefit of living in 
Nebraska or beginning a business here, it’s equally 
important to look at the projected future climate 
as well as current conditions. Table 1.2 presents 
projected population growth for Nebraska and for 
the United States between the years 2006 and 2016. 
Overall, the United States population is expected 
to grow by 7.7 percent over this period while 
Nebraska’s population is expected to grow by only 

5.2 percent. This is consistent with recent trends in 
which Nebraska’s population has grown at a slower 
rate compared to both national and regional aver-
ages. More alarming is the projection of population 
growth for those between the ages of 20 and 44, 
or individuals who are of prime working age. The 
Nebraska work force is expected to decline by 0.4 
percent while the national population in that age 
group nationwide is expected to grow by around 1.5 
percent. Nebraska’s fastest growing population will 
be of those over age 65, where growth is expected 
to be 18.4 percent. However, even this is less than 
the expected growth in the elderly population 
nationwide of 25.1 percent.16 

 

     Table 1.1:  Growth 1995–2007 
 Nebraska  Border  States  All States  
GSP 80.0% 88.0% 90.0% 
Population  7.1% 12.1% 13.3% 
Population change  from  domestic migration  -43,278 +1,582,623 n.a.  
Domestic migration  ratea  -2.6% +9.1% n.a.  
Employment  15.6% 19.0% 21.4% 
Wages  &  Salaries  80.7% 84.8% 86.1% 
Total  state  &  local  taxes  67.8% 59.1% 66.0% 
               

  aDomestic  migration  refers to the  number  of  net migrants to other  U.S. states  divided by 1995 
population. Sources:  U.S. Census Bureau, Bureau  of Labor Statistics  and Bureau  of Economic Analysis  

 

Table 1.2 :  Projected  Population Growth,  2006-201617 

 
Age Group Nebraska United States 

20 - 44 -0.4% 1.5%  

Over 65 18.4% 25.1% 

Overall  5.2%  7.7%  

 

                                                
1Source: University of Nebraska, Bureau of Business Research. 
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Overall, both in Nebraska and nationwide, relatively 
slow growth in the prime working-age population 
and relatively high growth in the elderly and school-
age populations will create fiscal pressures from 
increasing demands for public services but coupled 
with slow growth in the tax base because of the 
slow growth in the prime working-age population. 
This pressure will likely be relatively more intense 
in Nebraska, compared to the rest of the nation, 
because growth in the prime working-age popula-
tion is expected to be negative for Nebraska. The  
lack of growth in this age bracket will slow growth in  
jobs for this age cohort as well as across the full age 
distribution of the work force. 

To some degree, the slow growth in prime working-
age adults spirals. That is, slower growth in workers 
combined with higher demands for public services 
from school-age individuals and the elderly will 
produce rising tax burdens which further undermine 
job growth. That is, will prime working age adults 
subject themselves to the squeeze that is projected 
to take place in the years ahead as the working-
age population decreases and demand for public 
services increases? 

Employment and income

The trend in employment and income in Nebraska, 
for much of the population, presents a less than 
optimistic outcome as well. As Table 1.3 shows, 
over the period 2006 through 2016, employment 
in Nebraska is expected to grow by 5.8 percent 
based on recent patterns, while employment for the 
nation is expected to grow by approximately 8.5 
percent over the same period. The relatively slow 
rate of employment growth is primarily driven by the 
projected decline in Nebraska’s population between 
the ages of 20 and 44. 

Furthermore, total personal income is expected to 
grow by around 61.8 percent in Nebraska versus 
65.9 percent nationwide. Based on these projected 
growth rates in income and employment, and 
assuming that median household income grows 
in proportion to total income, Nebraska’s house-
hold income should grow from $46,587 in 2006 to 
$75,378 by 2016. Correspondingly, under the same 
assumptions, the median household income for the 
nation will grow from $46,071 in 2006 to $76,432 
in 2016. Note that, according to these projections, 
the income of the median household in Nebraska 
will drop below the national median in the coming 
decade. Taken together, the trends reported above 
in population, employment, and income and the 
associated projections, indicate that Nebraska will 
become a smaller part of the U.S. economy over the 
next decade if economic growth in the state contin-
ues on its present trajectory. Combined with higher 
tax burdens resulting from growing state and local  
government spending in Nebraska will mean a less  
hospitable economic environment than that existing 
in other states.

Taxes

Given this population and economic growth, esti-
mates of Nebraska and U.S. tax burdens over the 
next decade are developed. Between 2006 and 
2016, tax collections per capita will grow by 53 
percent in Nebraska, while growth at the national 
level is expected to be 46 percent. This growth will 
render overall state and local tax collections per 
capita in Nebraska around 13 percent higher than 
the national average by 2016 as compared to being 
around 5 percent higher in 2005. Obviously, this 
trend will worsen Nebraska’s position among the 
states in terms of highest tax burdens. 

Table 1.3 :  P rojected Growth Factors, 2006- 2016  
 

Growth Factors  Nebraska  United States  
   

Employment  Growth  5.8%  8.5%  
   

 Median  Income  Growth 61.8%  65.9%  
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To illustrate, Table 1.4 presents projected total state 
and local tax collections per capita for Nebraska, 
Nebraska’s neighbors and the average U.S. resident. 
The table also includes total state and local tax 
collections per capita for 2005. Total state and local 
tax collections per capita in Nebraska were second 
highest among the group in 2005 and in 2016. This 
comparison is even less favorable than presented 
since a significant portion of Wyoming’s tax burden 
is shifted outside the state via severance taxes on 
coal, natural gas and other energy commodities.

This trend can also be expressed in terms of the 
changing tax burden by income for a family. For 
example, consider a household with an income of 
$46,587 (median household income for 2005) and  
a household with an income of $150,000. Assuming 
that the Nebraska tax burden is distributed evenly 
based on income, these two households would face 
tax burdens of $5,404 and $17,400 for 2005, respec-
tively.18 If the overall tax burden grows as predicted, 
the tax burden for these two hypothetical house-
holds will increase to $17,400 and $27,544  
by 2016, respectively.

This rising per capita tax burden in Nebraska will 
likely have a detrimental effect on economic growth 
if it continues at the present rate. Indeed, Nebraska’s 
relatively high tax environment is inconsistent with 
one of the fundamental goals of good tax policy - a 
tax system should be conducive to strong economic 
growth in the long run. Economic research has 
shown, not surprisingly, that higher taxes per capita 
negatively affect economic activity. 

Additionally, recent research by Creighton Uni-
versity economist, John Deskins,19 has discovered 
that, while higher taxes per capita have had a 
negative effect on economic activity for a number 
of years, the effect has been growing in magnitude 
(i.e., becoming more negative) over the past two 
decades. This indicates that the costs of a higher tax 
burden in terms of economic activity is becoming 
higher, or on the other hand, the benefits of reduc-
ing tax collections are greater in terms of the impact 
on employment and income growth.

The current practice in Nebraska is to protect tax 
revenue, sustain a healthy state government cash 
reserve and offer highly focused incentives to certain 
business groups. In other words, more legislative 
action is needed to restrain government spending to 
more positively entice working-age people to live in 
Nebraska. As the data shows, if this practice contin-
ues, the population base that contributes the most 
to tax revenues will shrink, burdening those who do 
live here even more. It should be clear that Nebraska 
needs to alter its objectives to focus more intently 
on economic growth and restraining the growth in 
state and local government spending. When all the 
numbers and rankings are stacked up, it’s a wonder 
Nebraska isn’t in an economic tailspin. The state is 
behind and slowly falling further behind, but oppor-
tunity still exists to set a course for strong economic 
growth. The next chapter profiles Nebraska’s overall 
state and local government spending.

Table  1.4:  Projected  state &  local  tax  burden per  capita 2016  

  
Projected  2016  Tax 

Collections Per Capita 
2005 Tax  Collections  

Per  Capita 

United  States  $5,011  $3,440 
   
Wyoming  $9,936 $4,437 
Nebraska  $5,671 $3,608 
Kansas  $4,898 $3,380 
Colorado  $4,628 $3,169 
Iowa  $4,071 $3,054 
Missouri $3,963 $2,822 
South Dakota  $3,727 $2,615 
Note: A large  share of  Wyoming’s tax e burd n  is  paid  by  severance on  energy  commodities  such as coal

 
  Source:  Author’s  calculations  based  on  data  from U.S. Census Bureau  
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Chapter 2: Overall 
State and Local  
Government Spending
 

Chapter overview:

»» Between 1993 and 2006, state and local 
spending per capita increased by 82 percent 
for Nebraska, by 83 percent for all U.S. states 
and by 77 percent for Nebraska’s neighbors. 

»» In 2006, state and local spending as  
a percent of GSP was 21.5 percent for 
Nebraska, 20.3 percent for all U.S. states 
and 18.7 percent for Nebraska’s neighbors. 

»» In 2007, if Nebraska state and local gov-
ernments spent, as a share of overall state 
income at the rate of its neighbors and the 
average U.S. state, savings per capita would 
have been $1,110 and $525, respectively. 

»» Compared to border states for 2006, Nebraska 
spent a greater share of its expenditures on 
utilities, higher education, K-12 education 
and public safety and a smaller proportion on 
highways. Compared to the average U.S. state, 
Nebraska spent a larger share on utilities and 
higher education and a smaller proportion on 
K-12 education, welfare and public safety. 

»» In general, high economic performing 
states spent a smaller share of their govern-
ment expenditures on education and public 
welfare, while low performing states focused 
more of their spending in both areas.20

Table 2.1 shows how other economic factors 
expanded during this period. For the U.S., border 
states and Nebraska, data indicates the growth in 
state and local spending outpaced the expansion in 
prices plus population, often used as a barometer of 
government growth.21

Nebraska’s apparent relative restraint in state and 
local spending disappears when population growth 
is considered. The small difference in spending in 
both actual dollars and in growth between Nebraska 
and the U.S., and in relation to Nebraska’s surround-
ing states, is apparent from the numbers presented 
in Table 2.2 and Figure 2.1. Both clearly profile 
the relative overall spending and the correlation 
in overall spending growth of Nebraska, its border 
states and the U.S. Figure 2.1 shows that over the 
course of the full period, Nebraska’s government 
spending per capita generally exceeded that of 
the U.S. and was significantly above that of border 
states for all years.

As a share of overall economic activity, Nebraska’s 
relative position is likewise less competitive than 
either its border states, or the average U.S. state. 
While Nebraska’s growth between 1993 and 2006 
was lower, the state ended the period with state 
and local government jurisdictions spending more 
of total state output than either its border states or 
the average U.S. state. As seen in Table 2.3, in 2006, 
Nebraska, its surrounding states and the U.S. all 
spent within one percentage point of GSP of where 
they started in 1993, and according to Table 2.4, 
the increase in spending as a percent of GSP took 
place in more recent years – a trend true for all three 
groups. Figure 2.2 plainly shows that while Nebraska 
was consistently the higher spender as a percent of 
its GSP from 1993 to 2006, its spending rose and 
declined in association with its border states and 
with the U.S.
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Table  2.1:  Growth in prices, population and income, 1993-2006 
 

 1993  2006  Change  
Consumer  price  index  144.5  201.6  39.5% 

 
Population:     

Border states  15,352,062  17,633,494  14.9% 
U.S. 257,782,608  298,754,819 15.9% 

Nebraska  1,612,149  1,763,765  9.4% 
Personal  income     

Border  states  $311,881,122  $617,831,382  98.1% 
U.S. $5,548,121,000 $10,977,312,000  97.9% 

Nebraska  $32,104,816  $59,874,563  86.5% 
Source:  U.S. Census,  U.S. Bureau  of Labor  Statistics and  U.S.  Bureau  of Economic Analysis  

    
 

Tab le 2.2:  Overall state & local government spending per capita,1993 –  2006

 

 1993  2006  Change  
Border  states  $4,326  $7,509  77% 

.U.S  $4,890  $8,451  83% 
Nebraska  $5,075  $8,712  82% 

Source:  U.S. Census  
 

Figure 2.1:  Overall state & local government spending per capita, 1993 – 2006  

 
Source:  U.S. Census 
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Tab le 2.3:  Overall state & local government spending as % of GSP, 1993 – 2006  
 

  1993  2006   
Border  states  18.0% 18.7%  
U.S. 19.5% 20.3%  
Nebraska  20.9% 21.5%  

Source :  U.S. Census  
 

Tab le 2.4:  Overall state & local government spending growth as percent of GSP,  
1993 – 2006

      
  % Growth 1993-1999   % Growth 1999 -2006   
Border  States  -0.8% 1.4% 
U.S. -0.9% 1.6% 
Nebraska  -1.8% 2.3% 

Source:  U.S. Census  
 

Figure 2.2:  Overall state & local government spending as percent of GSP, 1993 –  2006  

 
Source:  U.S. Census 

Overall Spending
as % of GSP
1993-2006

Table  2.5:  Savings if Nebraska spent same percent of GSP as border states or U.S. 
        
       
  2007  Savings Total   2007  Savings Per Capita  
Savings  vs.  Border States  $1,969,192,951  $1,110  
Savings  vs.  U.S.  $932,046,038  

 
$525  

Source:  U.S. Census  
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Potential Nebraska savings. 

Nebraska has been the “big” spender in terms of 
percent of GSP in the recent past, savings could be 
realized if it were to reduce its spending as a percent 
of its GSP to the level of either its neighbors or the 
U.S. For example, in 2007, if Nebraska had kept its 
rate of overall spending at the same percent of GSP 
as the U.S., it would have saved $932,046,038 – or 
$525 per capita - and $1,969,192,951 – or $1,110 
per capita - if it had spent as little (as percent of GSP) 
as its bordering states did in 2006. Table 2.5 pro-
vides data to illustrate.

As percent of GSP or per capita, Nebraska’s state 
and local governments spend more heavily than 
either border states or the average U.S. state. But 
would such a restraint on Nebraska’s state and local 
government spending affect economic perfor-
mance?

State and local spending and  
economic performance

According to the previous data, spending by state 
and local government jurisdictions in Nebraska 
exceeded that of surrounding states and the 
average U.S. state. But how has this affected eco-
nomic performance? Figure 2.3 provides some 
guidance on this issue by comparing states that 
exceeded the nation in terms of growth in per capita 
income growth (after taxes) and jobs. These high 
performing states are listed in quadrant 1 in Figure 
2.3. Only South Dakota and Wyoming, among 
Nebraska’s neighbors, were included in this quad-
rant. Presented in quadrant 3 are low performing 
states, or states that lagged the nation in terms of 
growth in per capita income and jobs. Iowa, Kansas 
and Missouri are listed in this quadrant. In terms of 
Nebraska and its neighbors, Nebraska is included in 
quadrant 2, or states that exceeded the nation in per 

B e lo w  a ve rag eA b o v e  a v era g e

Job growth

Quadrant 3
S ta te / lo ca l sp e n d in g  as  %  o f G S P  = 1 8 .7 %

G ro w t h  in  s ta te /lo ca l sp e n d in g  as  %  o f G S P  =  
2 .2 %

M ig ra tio n  ra te  = 0 .8%

IA , K S , M O

Quadrant 4
S ta te  &  lo c a l s p e n d in g  a s  %  o f G S P  =  
17 .0 %

G ro w t h  in  s ta te  &  lo c a l s p e n d in g  a s  %  o f 
G S P  =  1 .1 %

M ig ra tio n  ra te  = 4 .9%

C O

Quadrant 2
S ta te / lo ca l sp e n d in g  as  %  o f G S P  = 2 0 .4 %   
(N e b ra s ka  = 2 0 .9 % )

G ro w t h  in  s ta te /lo ca l sp e n d in g  as  %  o f G S P  =  
1 .3 %  (N eb ras k a  =  1 .7 % )

M ig ra tio n  ra te  = 0 .1%  (N e b ra sk a  =  - 0 .6 % )

Quadrant 1
S ta te /lo ca l sp e n d in g  as  %  o f  G S P  = 1 9 .6 %

G ro w t h  in  s ta te  &  lo c a l s p e n d in g  a s  %  o f 
G S P  =  0 .0 %

M ig ra tio n  ra te  = 4 .7%

W Y , S D
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capita income growth, but lagged the nation in job 
expansion. In quadrant 4 are states that exceeded 
the nation in job growth, but lagged in terms of 
per capita income growth. Only Colorado, among 
Nebraska’s neighbors, was in this category. 

What factors distinguished the high performing 
states? As presented, states with low per capita 
income growth (quadrants 3 and 4) had lower 
state and local spending as a share of GSP in 2006, 
but experienced higher growth in this spend-
ing between 1999 and 2006. On the other hand, 
states that experienced above average job growth 
enjoyed much higher net in-migration. Additionally, 
high performing states had the slowest growth in 
government spending while low performing states 
experienced the highest pace in government expen-
ditures. It must be noted that high performing states 
may have spent less on these factors due to the 
rapid growth in the economy. That is, low spending 
on these factors may not be the contributor to the 
high growth but the outcome. To state another way, 
correlation does not necessarily mean causation.

Table 2.7 lists states in the high (quadrant 1) and low 
(quadrant 3) economic performing sectors. High 
performing states spend a lower proportion of their 
GSP on education, both K-12 and higher education, 
and on public welfare. Also noteworthy is the fact 
that six of the thirteen high performing states did 
not assess an individual income tax on their workers 
while all of the fourteen low performing states levied 
an individual income tax on wage earners.

Based on this data and Nebraska’s competitive posi-
tion, the following recommendations are made.

Recommendations:

1.To assist in the cost of government, state and 
local government at all levels should establish task 
forces for their jurisdiction to review opportunities to 
privatize publicly provided goods and services such 
as recreation and entertainment amenities including 
recreation facilities and youth recreation leagues; 
music, theater and sports venues; and park lodges 
and recreation facilities.22

2.The growth in state aid to education allows a shift 
in the funding from property taxes to income and 
sales taxes and encourages a more rapid expansion 
in K-12 spending as the link between the beneficiary 
of spending is less linked to the financial support. 
As such, growth in state aid to education should be 
limited to the rate of inflation plus the rate of student 
population growth. 

3.Nebraska should implement taxing and spend-
ing strategies that limit the growth in state and 
local spending to the rate of inflation plus the rate 
of population growth. In a growing economy, the 
movement towards a smaller government can take 
place over a period of years. All that is required is 
that the economy grows faster than the government 
each year. Government could grow, but at a signifi-
cantly slower pace. Below are listed actions various 
states, both Democrat and Republican dominated, 
have undertaken to limit the growth in spending.

»» Maryland. Governor Martin O’Malley, Gov-
ernor Tim Kaine of Virginia, Washington 
D.C. Mayor Adrian Fenty and other officials 
in the Chesapeake Bay area launched the 
Chesapeake Crescent Initiative in late January 
of 2008. The partnership will pool resources 
to find long-term solutions to environmental, 
transportation and economic challenges.23

»» New York. In 2009, the New York Legislature 
will advance S 6358 which will require, for the 
first time ever, all Executive State government 
spending units and the Judiciary to compile and 
release public expenditure reports. The annual 
reports will include information detailing person-
nel costs, equipment purchases, postage costs, 
travel costs and other expenditures.24 In 2008 New 
York passed S 7134 which placed a spending cap 
on total state government spending. Under the 
bill, year-to-year state spending increases would 
be limited to 120 percent of the Consumer Price 
Index or 4 percent, whichever is less. In any given 
year, fifty percent of tax revenue that exceeded 
the cap would be placed in a reserve fund and 
fifty percent would be returned to taxpayers in 
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Tab le 2.7:  Spending for high performing and low performing states, 2006 
  Spending  as  percent  of GSP   

High performing  states  
(quadrant 1)  

K-12 
Education  

Higher  
Education  

Public  
Welfare  

Highways  
& Roads  

Personal   
Income tax  

State        
California   3.7% 1.4% 2.6% 0.9% YES 
Florida   3.6% 1.0% 2.5% 1.2% NO  
Montana   4.2% 2.1% 2.7% 2.2% YES 
Nevada   3.1% 1.0% 1.5% 1.2% NO  
New  Mexico   4.2% 2.6% 4.0% 1.7% YES 
Oregon   3.4% 2.0% 2.6% 1.2% YES 
South Carolina   4.7% 1.9% 3.3% 1.2% YES 
South Dakota   3.2% 1.4% 2.3% 2.1% NO  
Texas   3.6% 1.5% 1.9% 1.0% NO  
Utah   3.4% 2.4% 2.4% 1.1% YES 
Virginia   3.6% 1.4% 2.0% 0.8% YES 
Washington   3.3% 1.6% 2.3% 1.0% NO  
Wyoming   3.8% 1.6% 2.0% 1.9% NO  

Median-top performing  states  3.6% 1.6% 2.5% 1.2%  
       

Low performing states  
(quadrant  3)       

Alabama   4.1% 2.4% 3.2% 1.2% YES 
Arkansas   4.5% 2.1% 3.8% 1.2% YES 
Connecticut   3.6% 1.0% 2.3% 0.6% YES 
Illinois   3.5% 1.3% 2.3% 0.9% YES 
Indiana   4.1% 1.8% 2.7% 1.0% YES 
Iowa   3.8% 2.3% 2.9% 1.5% YES 
Kansas   3.7% 2.2% 2.6% 1.6% YES 
Kentucky   3.5% 1.9% 3.9% 1.3% YES 
Maine   4.6% 1.5% 5.4% 1.7% YES 
Massachusetts   3.5% 1.1% 3.4% 0.7% YES 
Michigan   4.6% 2.2% 2.6% 1.0% YES 
Minnesota   3.7% 1.4% 3.8% 1.3% YES 
Missouri   3.8% 2.5% 2.7% 1.3% YES 
Ohio   4.4% 1.6% 3.7% 1.0% YES 
Median- lowest  performing  states  3.8% 1.8% 3.1% 1.2% YES 

      
Nebraska  3.6% 2.0% 2.7% 1.5% YES 

Median  for  all 50 states  3.8% 1.6% 2.7% 1.2% n.a. 
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the form of direct tax rebates. If such a cap had 
been in place since 2000, New York state taxpay-
ers would have saved $13 billion, half of which 
would have been returned to taxpayers and the 
other half placed in a rainy day reserve fund.

»» Pennsylvania. In 2008, Governor Rendell 
signed into law a new set of reform rules for 
the tax collection system. The reforms were 
intended to provide a higher degree of stan-
dardization, coordination and accountability.25

»» Texas. In April 2007, the Texas Legislature passed 
HB 3430 that called for a “one-stop shop” for 
publicly available accounting data. Other states 
including Tennessee, Nevada, and Washington 
have investigated starting their own version of 

“Where the Money Goes,” the street title for the 
bill. However, to-date, only Missouri has an online 
system that’s similar. Where the Money Goes 
online state expenditure database went on-line 
on Oct. 1, 2007. Where the Money Goes is a 
searchable Web-based database available to the 
public. The system includes historical expenditure 
data from fiscal 2001–2007 at a summary level and 
from fiscal 2008 forward at a detail level. At this 
time the system retains the current year’s expendi-
ture information, plus the most recent seven years’ 
information.26 For citizens:27 Texas taxpayers can 
find information on how tax dollars are being put 
to work. At the highest level of detail, citizens go 
to an area which includes small-dollar purchases 
by the state’s largest state agencies – down to the 
pencils. For businesses: Business men and women 
are able to see the types of goods and services 
that the state government entities are buying. 
This provides businesses with information on new 
business opportunities. State vendors are able 
to use the vendor search to see when payment 
transactions were processed. For government: 
The system allows researchers to examine state 
government buying patterns to identify new 
opportunities to leverage the state’s buying power.

Summary
The preceding analysis has demonstrated how 
state and local government spending has varied 
by state and how it has been affected by and 
has affected economic performance. Data indi-
cates that Nebraska remains a big government 
state when the relative size of the economy is 
considered. This is especially the case when 
Nebraska is compared to its geographic neigh-
bors. The next chapter examines education 
spending, the largest element of state and  
local expenditures. 
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Chapter 3: State 
and Local Education 
Spending 
 

Chapter overview

»» Nebraska outspent both the U.S. and its 
neighbors in terms of higher education spend-
ing per capita. In terms of per capita growth, 
Nebraska’s higher education spending increased 
at a rate similar to the U.S., but at a rate 
greater than that of the states surrounding it. 

»» In terms of higher education spending as a 
share of GSP, Nebraska has consistently out-
spent both its surrounding states and the U.S.

»» In 2006, Nebraska appropriations per full-time 
equivalent (FTE) college student were $6,999. This 
compares to $6,325 for the average U.S. state and 
$5,801 for Nebraska’s bordering states. Tuition 
charges were a much smaller percentage of total 
higher education revenues for Nebraska than 
for its neighbors or for the average U.S. state. 

»» In terms of National Science Foundation 
grants per FTE, compared to its neighbors, 
Nebraska ranked fifth, with Kansas in sixth 
place and Missouri in seventh, or last place. 

»» In 2007, Nebraska would have saved a total  
of more than $193 million, the equivalent of  
$109 per capita, if Nebraska’s higher education 
spending as a percent of GSP matched that of 
bordering states and more than $350 million –  
or $197 per capita- if it equaled that of the U.S. 

»» Nebraska has been raising the amount it 
spends per K-12 student at a greater rate than 
either its surrounding states or the U.S. While 
Nebraska’s bordering states boosted their com-
bined per-student spending by 32.8 percent 
between 1999 and 2006 and the U.S. by 32.7 
percent, Nebraska’s went up by 34.4 percent. 

»» Data indicates that Nebraska spends more 
on K-12 education due to the state’s lower 
student to teacher ratios and to the state’s 
much lower average number of students per 
school district. Savings to Nebraska citizens 
are likely if the state reduced its K-12 educa-
tion spending to the level of the states it 
borders with a savings of $27 per capita. 

»» Based on this statistical model of all U.S. school 
districts and 2006 data, Nebraska’s spending on 
K-12 education would decline by 1.1 percent, 
or over $31 million, if there were one school 
district per county instead of the current 254 
school districts. Likewise, Nebraska would have 
saved almost $102 million, or 3.7 percent, if the 
state’s student-teacher ratio rose from its current 
level of 13.83 to the national median student-
teacher ratio of 15.11. Both of these estimates 
do not consider the potential additional costs of 
transportation or other related costs associated 
the expansion in the student-teacher ratio such 
as construction costs for added classrooms.

Higher education spending

In actual dollars per capita on higher education 
spending, Nebraska outspent both the U.S. and its 
neighbors on higher education throughout the 1993 
to 2006 timeframe. In terms of growth, the U.S., the 
states bordering Nebraska and Nebraska all saw 
per capita spending on higher education increase 
over time. Nebraska’s expenditures increased at a 
rate similar to the U.S., but at a rate greater than 
the states surrounding it. Specifically, as indicated 
in Table 3.1 and Figure 3.1, between 1993 and 
2006, the U.S. went from spending $353 to $648 
(84 percent growth) per capita on higher education; 
Nebraska’s neighbors on average increased their 
higher education spending by 78 percent from $398 
to $709 per capita; Nebraska’s spending climbed 
from $453 to $827 per capita – an increase of  
83 percent.
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Table 3.1 :  Higher  education  spending per  capita, 1993  –  2006
 

 1993  2006  Change  

Border  states  $398  $709  78% 
U.S. $353  $648  84% 

Nebraska  $453  $827  83% 
Source:  U.S. Census  

 

Figure 3.1:  Higher education spending per capita, 1993 – 2006  

 
Source:  U.S. Census 

Table 3.2 :  Higher  education  spending as  percent of  GSP, 1993 – 2006  
 

  1993  2006  Change  

Border  states  1.69% 1.76% 0.07% 
U.S. 1.41% 1.55% 0.14% 

Nebraska  1.87% 2.04% 0.17% 
Source:  U.S. Census  

 

Table 3.3:   Higher  education  spending as  percent of  GSP,  1993–2006  
   

 
 Percent  Growth 

1993 -1999  
 Percent  Growth  

 1999 -2006  
Border  States  0.02% 0.05% 
U.S. 0.01% 0.14% 
Nebraska  0.15% 0.02% 

Source:  U.S. Census  
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Higher education spending analyzed in terms of 
percent of GSP shows Nebraska has consistently 
spent a higher percent of its GSP than either its 
surrounding states or the U.S. over time. But, as 
reflected in Table 3.2 and Figure 3.1, the spending 
in relation to GSP of all three areas of analysis has 
remained relatively flat in recent years. The growth 
trend documented in Table 3.2 and observed in 
Figure 3.2 is substantiated by the data presented 
in Table 3.3. Between 1993 and 2006, the greatest 
portion of Nebraska’s growth occurred between 
1993 and 1999, or almost 90 percent of the growth 
in percent of GSP spending.

Table 3.4 shows where higher education draws its 
financial support. As presented, Nebraska appropri-
ates a much larger share of its total taxes to higher 
education than either the average U.S. state or its 
border states. In 2006, Nebraska appropriations 
per full-time equivalent (FTE) college student were 
$6,999. This compares to $6,325 for the average U.S. 
state and $5,801 for Nebraska’s bordering states. 
Furthermore, tuition was a much smaller percentage 
of total higher education revenues for Nebraska 
than for its neighbors or for the average U.S. state.

Figure 3.2:   Higher educat ion spending as percent of GSP, 1993-2006 

 

Higher Education Spending
as % of GSP
1993-2006

Source:  U.S. Census

Table  3.4 :  State and  local  support  versus  tuition  support  for  higher  education,  2006    

 
State &  local  
appropriations Tuition  

 
As a percent
of total taxes  Per  full-time equivalent (FTE) 

As percent  
of total  revenue  

U.S. 7.1% $6,325  36.1% 

Border  States  (median)  7.4% $5,801  44.0% 

Nebraska  10.3% $6,999  34.2% 

Source: State  Higher Education Executive Officers, Boulder, CO  
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One measure of the effectiveness of higher educa-
tion spending is the degree to which public universi-
ties and colleges in the state successfully competed 
for grants and contracts. Table 3.5 lists the success of 
Nebraska’s public universities and colleges in terms 
of National Science Foundation grants between 
2005 and 2007. In terms of NSF grants per FTE 
compared to its neighbors, Nebraska ranked fifth, 
with Kansas in sixth place and Missouri in seventh 
or last place. Furthermore, Iowa, with only three 
universities compared to Nebraska’s seven, won NSF 
awards exceeding Nebraska’s by 71.5 percent. 

However, in terms of national ranking by U.S. News 
and World Reports, the University of Nebraska-
Lincoln was tied for 40th in the nation among 
public universities. Among its neighbors, only the 
University of Iowa at 26th, the University of Colorado 

at 34th, the Colorado School of Mines at 36th and 
Iowa State University tied with UNL at 40th were 
ranked as highly as the University of Nebraska-
Lincoln. This ranking is listed as the last column of 
Table 3.5 and indicates a higher level of success for 
Nebraska’s higher education institutions. 

Table 3.6 provides data to illustrate the amount of 
savings Nebraska would realize if its higher educa-
tion spending as a percent of its GSP were identical 
to that of either its border states or the U.S. as a 
whole. In 2007, Nebraska would have saved a total 
of $193,423,092, the equivalent of $109 per capita, 
if its higher education spending as a percent of GSP 
had been equal with that of its bordering states and 
$350,649,176 - or $197 per capita - if on par with  
the U.S.

Table  3.5:  National Science Foundation grants  to  public  colleges,  2005-2007  

 
Total  value of 
NSF  grants  

NSF  grant
values per  

FTE 
# of universities 

in top 5028 
Colorado  NSF  grants  public  universities   $187, 507,324  $1,180  3 
Wyoming  NSF  grants  public  universities  $22,268, 073  $990  0 
Iowa  NSF grants  public  universities  $94,776,906  $844  2 
South Dakota  NSF grants  public  universities  $23,661,731  $809  0 
Nebraska NSF  grants  public  universities  $55,255,978  $761  1 
Kansas  NSF grants  public  universities  $76,175,081  $597  2 
Missouri  NSF  public  universities  $61,372, 932  $360  1 

 

                                                
1U.S. News and World Reports, 2008. 

  

Table 3.6 :  Savings  if Nebraska  spent  same percent  of  GSP as border  states  or U.S.  
        
       
  2007  Savings Total   2007  Savings Per Capita  
Savings  vs . Border States  $193,423,092  $109  
Savings  vs . U.S. $350,649,176  

 
$197  

Source:   U.S. Census  
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B elo w  a v era g eA b o v e  a v e rag e

Job growth

Quadrant 3
H ig h e r e d . s p en d in g  as  %  o f G S P  =  1 .7 %

IA  (1 .4 % ), K S  (2 .2 % ),  M O  ( 1 .4 % )

G ro w t h  in  h ig h e r ed . sp e n d in g  a s  a  %  o f G S P  
=   1 5 .5 %

IA  (0 .6 % ), K S  (5 .0 9 % ),  M O  (10 .3 % )

Quadrant 4
H ig h e r e d .   s p en d in g  as  %  o f G S P  =  1 .4 %

CO (1.4%)

G ro w t h  in  h ig h e r e d .  s p e n d in g  a s  a  %  o f 
G S P  =  4 .5 %

C O  ( - 3 .8 % )

Quadrant 2
H ig h e r e d . S p e n d in g  a s  %  o f G S P  =  2 .0 %

N E  (1 .9% )

G ro w t h  in  h ig h e r ed . sp e n d in g  a s  a  %  o f G S P  
=  7 .1 %

N E  ( -2 .2% )

Quadrant 1
H ig h e r e d .  s p e n d in g  a s  %  o f G S P  =  1 .6%

S D  (1 .1 % ), W Y  (1 .6 % )

G ro w t h  in  h ig h e r e d .  s p e n d in g  a s  a  %  o f 
G S P  =  5 .0 %

S D  (1 .1 % ),  W Y  ( - 1 0 .9 % )Above average

Below average

Per capita income growth

 

Figure 3.3:   Economic  performance  and  higher  education  spending  
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Spending on higher education and 
economic performance

Nebraska continues to spend more heavily on higher 
education than its neighbors and the average U.S. 
states. Has this relatively heavy spending benefited 
the Nebraska economy? It is often asserted that in 
order to improve their economic competitiveness, 
states should spend more heavily on higher edu-
cation. However, data in Table 3.7 and Figure 3.3 
provide no basis for this hypothesis.

Figure 3.3 profiles education spending according 
to economic performance. As presented, there 
appears to be no positive link between economic 
performance and higher education spending. In 
fact, the poorest performing states, quadrant 3, 
experienced the highest growth in higher educa-
tion spending as a share of GSP at 15.5 percent 
compared to 5.0 percent for the highest performing 
states. Likewise, the highest performing states spent 

second to the lowest share of GSP on higher educa-
tion at 1.6 percent compared to 1.7 percent for the 
poorest performing states. Statistically speaking, the 
direction of causation is not conclusive in this figure 
since it is certainly possible that high performing 
states are allowed to spend less on higher educa-
tion than low performing states. Furthermore, under 
performing states may be spending more heavily 
on higher education in anticipation of greater future 
economic growth stemming from the spending. 

 It can be asserted that Nebraska, by more heavily 
subsidizing higher education than its neighbors, 
tends to shift more of the tax burden from upper 
and middle income earners, who are much more 
likely to pursue university degrees, to lower income 
individuals who are less likely to attend a university. 
However, the direction and degree of the subsidy 
has not been clearly established.29

Table 3.7 :  Higher  education  appropriations,  tuition  and economic  performance  

 
Appropriations 

per FTE 
Tuition 

per FTE 
Job  

Growth  
Per capita 

Income Growth  
Population 18-30 

growth  
Nebraska  $6,999  $3,645  2.7% 10.3% 1.9% 
Colorado  $3,364  $5,110  4.9% 9.3% 3.3% 
Iowa  $5,809  $5,355  3.7% 10.3% 1.8% 
Kansas  $5,792  $3,606  3.2% 13.5% 2.2% 
Missouri  $5,846  $3,919  2.1% 9.0% 2.5% 
South Dakota  $4,499  $4,839  4.6% 10.9% 2.9% 
Wyoming  $13,425  $2,277  8.2% 21.5% 5.6% 
Regional  average  $5,571  $4,324     
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Recommendations

Advocates of low tuition argue that keeping tuition 
low helps ensure that college remains affordable 
for everyone. But heavily state-subsidized tuition 
translates into greater direct financial aid for every-
one, regardless of need. A high share of Nebraska’s 
poorer residents won’t make it to college but must 
subsidize higher income families via their income 
and sales taxes and lottery tickets. A more equitable 
and efficient solution would be to charge higher 
tuition and provide greater financial aid to the truly 
needy. Alternatively, Nebraska could increase its 
tuition to the average of its neighbors and rebate 
the savings to its citizens via a tax cut. Data does 
suggest that Nebraska neighbors that have been 
more parsimonious in spending on higher educa-
tion have achieved superior outcomes in terms of 
national rankings and NSF grants per FTE. 

It is recommended that Nebraska:

1) Reduce its appropriations per FTE for higher 
education to the current regional average (region 
includes Nebraska and its six neighbors).

2) Increase its tuition per FTE for higher education to 
the average of Nebraska and its neighbors. 

3) The implementation of 1) and 2) would save the 
Nebraska taxpayers approximately $104 million 
annually.

4) The implementation of 1) and 2) would result 
in a reduction in total government appropriations 
going to Nebraska’s higher education institutions of 
approximately 7.0 percent.

5) In order to accommodate 1) and 2) without reduc-
ing effectiveness, public colleges and universities 
should eliminate redundant programs. For example, 
Chadron State University, the University of Nebraska-
Kearney, the University of Nebraska-Omaha, Peru 
State University and Wayne State University all offer 
an undergraduate degree in Criminal Justice. The 
state of Iowa supports only two such programs, one 
at Iowa State University and the other at the Univer-
sity of Northern Iowa.

6) Additionally Nebraska should substitute loans 
for the state subsidy so that deserving students are 
not denied access to university education. It would 
insure more accountability on the part of the student, 
increase the student’s level of responsibility and 
encourage better decision making by the student. 
That is the student would have “skin in the game.” 

Table 3.8 :  Elementary  and  secondary  education  spending  per  student  enrolled,  1999 – 2006  
 

 1999  2006  Change  

Border  states  $7,108  $9,440  32.8% 
U.S. $7,847  $10,410  32.7% 

Nebraska  $7,104  $9,549  34.4% 
Source:  U.S. Census  
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Where is Nebraska’s higher K-12 education spend-
ing going? Table 3.9 provides some insight to that 
question, listing student to teacher ratios, average 
number of students per school district and teacher 
pay per student enrolled. Data provides a strong 
suggestion that Nebraska spends more on K-12 
education due to the state’s lower student to  
teacher ratios and to the state’s much lower  
average number of students per school district.  
This has had the impact of Nebraska expending 
more teacher pay per student enrolled and more  
in administrative costs.

As a percent of GSP, elementary and secondary edu-
cation spending in Nebraska was relatively volatile 
between 1993 and 2006, with Nebraska ultimately 
decreasing its outlay in relation to GSP over that 
period as the -0.60 percent change in Table 3.10 
indicates. Figure 3.5 presents an interesting picture 
of this volatility of Nebraska’s spending as a percent 
of GSP over the 13-year time period for which data 
is available and suggests that the level of Nebraska’s 
spending as a percent of GSP has gravitated toward 
greater alignment with that of the U.S. and its border 
states. To varying degrees, both Nebraska and the 
U.S. have consistently spent a higher percent of their 
GSP than Nebraska’s neighboring states.

Figure 3.4:  Elementary and secondary education spending per student enrolled,   
1999–2006 

 
Source:  U.S. Census 

 

Elementary and secondary education 
spending (K-12)

A meaningful gauge of K-12 spending is the amount 
of spending per student enrolled. Table 3.8 shows 
Nebraska’s actual dollars spent per student on 
elementary and secondary education compared to 
bordering states and to the U.S. Data indicates that 
if Nebraska spent on a per student basis the same 
as its neighbors, the state would have saved $42.6 
million in 2006. The gap between what the U.S. 

and Nebraska spends per student on elementary 
and secondary education is narrowing though. As 
evident from Figure 3.4, Nebraska has been raising 
the amount it spends per student at a greater 
rate than either its surrounding states or the U.S. 
While Nebraska’s bordering states boosted their 
combined per-student spending by 32.8 percent 
between 1999 and 2006 and the U.S. by 32.7 
percent, Nebraska’s expanded by 34.4 percent. 
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Figure 3.5:  Elementary and secondary education spending as percent of GSP  
1993–2006 

 
   Source:  U.S. Census

Elementary and Secondary Spending
as % of GSP
1993-2006

Table 3.10:  Elementary  and secondary  education  spending  as  percent  of GSP, 1993–2006 
K-12 Education Spending  as  Percent of GSP  

          1993       2006  Change  

Border  states  3.2% 3.80% 0.57%  
U.S. 3.8% 4.05% 0.22%  
Nebraska  4.4% 3.83% -0.60%  

Source:  U.S. Census  
 

Table 3.11:  Savings  if  Nebraska  spent  same  percent  of GSP as border  states  or U.S.  
        
       
  2007  Savings Total  2007  Savings Per Capita  
Savings  vs.  Border States     $48,307,837     $27 
Savings  vs . U.S. -$236,228,360  

 
-$133  

Source:  U.S. Census  
 

Table 3.9 :  K -12 t eacher  spending per  student,  2006 

 

 
Average  pupil to   

teacher  ratio  
Average 

students  per SD  
Teacher  pay  
per student  

Border  states  14.030 1,66631    $3,397 32 

U.S.                 15.1          3,439  $3,769  
Nebraska                  13.8  636  $3,497  

 

                                                
1 Colorado 17.3; Iowa 13.9; Kansas 14.2; Missouri 14.2; South Dakota 13.6; 

Wyoming 13.1. 
 

2 Colorado 4,376; Iowa 1,325; Kansas 1,579; Missouri 1,754; South Dakota 738; 
Wyoming 1,795. 
 

3Colorado $3,251; Iowa $3,563; Kansas $3,413; Missouri $3,380; South Dakota 
$3,171; Wyoming $4,397. 
 
  

Source:  U.S. Census  and author  calculations  
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Savings to Nebraska is possible if it were to reduce 
its elementary and secondary education spending to 
the level of the states it neighbors: $48,307,837 – or 
$27 per capita- would have been the amount saved 
to Nebraska as a whole in 2007 if it had spent an 
identical percentage of its GSP as the surrounding 
states did. (As Nebraska spent a smaller percentage 
of its GSP on elementary and secondary education 
in 2007 than did the U.S., however, additional cost 
would have resulted had Nebraska matched its 
spending to that of the U.S.) Table 3.11 summarizes 
these findings.

Table 3.12 lists Nebraska’s five highest and lowest 
per student cost school districts. Data suggests a 
very strong linkage between the number of students 
in a school district and the cost per student. Com-
bined state and local spending for Sioux County 
public schools with only 110 students was the 
highest in the state at almost $20,000 per student. 
Costs per student for Arthur County’s 94 students 
were more than $18,000. At the other end of the 
spectrum, cost per student for McCook’s 1,499 was 
slightly more than $7,000. Interestingly, none of the 
low cost districts had more than 1,500 students.

In Figure 3.6 is the relationship between Nebraska 
per pupil cost and enrollment per school district. 
As indicated, the state’s low enrollment and high 
enrollment school districts have the highest cost per 
pupil. It is estimated that school district costs would 
decrease by $556,000 by increasing Nebraska 
school district enrollment from 1,000 to 2,000 pupils. 
At the other end of the spectrum, it is estimated that 
school district costs would increase by $438,000 by 
increasing enrollment from 40,000 to 41,000 pupils. 
Data from Figure 3.6 indicates that the optimum 
school district size in terms of cost for Nebraska 
school districts is 23,323. 

In a study examining Oklahoma schools, Metzger 
(2003) estimated the optimal school size for the 
state. He defined the optimal size as the number of 
students that minimizes per pupil costs or that maxi-
mizes student performance on standardized exams. 
He concluded that as the size of a school doubles 
from the median of 150 students, the per unit costs 
would decline by about 8 percent and test scores 
would increase by about 5 percent. 33

Table 3.12: Nebraska’s  highest  and  lowest  cost  school districts,  2006  
  

High cost districts  
 Cost per student  Rank  Number  of Students  
SIOUX  COUNTY  PUBLIC SCHOOLS    $19,589  1 110  
ARTHUR  COUNTY  SCHOOLS           $18,428  2 94 
DISTRICT  11  AREA  SCHOOLS        $18,291  3 n/a  
MC  PHERSON  COUNTY SCHOOLS       $17,477  4 73 
SOUTH PLATTE PUBLIC SCHOOLS     $17,414  5 127  
  

Low cost districts  
 Cost per student  Rank  Number  of Students  
MILFORD PUBLIC SCHOOLS         $7,775  250  755  
GOTHENBURG PUBLIC SCHOOLS       $7,738  251  899  
NORTH WEST PUBLIC SCHOOLS       $7,686  252  1,399  
ASHLAND-GREENWOOD  PUBLIC SCHS   $7,355  253  860  
MC COOK  PUBLIC SCHOOLS         $7,241  254  1,499  

Source:  Nebraska  Department  of Education  
 



Policy Study   |   Nebraska’s Spending Habits: Are We Frugal or Frivolous?

28

$0

$2,000

$4,000

$6,000

$8,000

$10,000

$12,000

$14,000

$16,000

0 10,000 20,000 30,000 40,000 50,000 60,000

School District Enrollment

Per Pupil Spending

 

Figure  3.6:  Estimated  Per  Pupil  Nebraska  Spending  and  School  District  Enrollment,  2006  

B elo w  a v era g eA b o v e  a v e rag e

Job growth

Quadrant 3
K - 1 2  s p e n d in g  a s  %  o f G S P  = 3 .8 %
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5 .0%

IA  ( - 4 .7% ), K S  ( - 1 .1 % ) , M O  (6 .3 % )

Quadrant 4
K - 1 2  s p e n d in g  a s  %  o f G S P  =  3 .5 %

CO (3.2%)

G ro w t h  in  K - 1 2  s p e n d in g  a s  a  %  o f G S P  =  
1 1 .2 %

C O  ( - 7 .4 % )

Quadrant 2
K - 1 2  s p e n d in g  a s  %  o f G S P  = 4 .2 %

N E  (3 .6% )
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-2 .8 %
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Figure 3.7: Economic  perfo rma nce  and K -12 spending 
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K-12 spending and economic  
performance

How does state and local government spending 
on K-12 education affect economic performance? 
Figure 3.7 provides insight into that question. As 
presented, high performing states, in terms of job 
and income growth (quadrant 1) reduced their rela-
tive spending on K-12 education more than other 
quadrants, or 4.3 percent. The poorest performing 
states (quadrant 3) expanded their spending on 
K-12 education at a faster pace than other sectors. 
Statistically speaking, the direction of causation 
is not conclusive in this figure since it is certainly 
possible that high performing states are allowed 

to spend less on K-12 education than low perform-
ing states. Furthermore, under performing states 
may be spending more heavily on K-12 education 
in anticipation of greater future economic growth 
stemming from the spending. 

In order to determine the factors that influence K-12 
spending, I perform regression analysis. Table 3.13 
shows the regression model of K-12 spending. In 
this case, it is assumed that spending per student 
in a state is influenced by 1) average enrollment 
per school district, 2) state population density, 3) 
percentage of student spending paid by the state, 
4) pupil to teacher ratio, 5) gini coefficient34 that 
reflects income inequality in the state, 6) percent of 
state that is white, 7) personal income per capita, 8) 

Table 3.13:  Estimating K-12 student spending, 2006 
SUMMARY  OUTPUT   
Spending  per  student   

Regression  Statistics  
Multiple  R 0.88  
R Square  0.78  
Adjusted  R Square  0.73  
Standard  Error  1282.58 
Observations  51 
ANOVA    

                Df                    SS        MS 
Regression  10 2.36E+08 23575570  
Residual  40 65800070  1645002  
Total 50 3.02E+08   

  Coefficients               Standard Error              t Stat 
Intercept  11536.187  5440.074 2.121  
Average  enrollment  per  SD -0.041  0.014  -2.909  
Populat ion density  0.409  0.272  1.504  
% state  3443.502 1777.031 1.938  
Pupils  to teacher  ratio  -253.602  74.145  -3.420  
Gini  5022. 441 10279.341  0.489  
% white  -5673.042 3159.386 -1.796  
PI per  capita  0.163  0.063  2.577  
Special Ed/Student  648.395 763.4 35 0.849  
Comp/Student'  1366.738 1847. 796 0.740  
Nutrition/Student  -14678.011  8782. 353 -1.671  
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percent of students in special education, 9) percent 
of students requiring English as a second language, 
10) percent of students qualifying for subsidized 
meals at school. The model generates expected 
relationships for each of these variables. That is, as 
average enrollment per school district goes up 
student spending declines; as state population 
density increases, average student spending rises; 
as the percentage of student spending paid by the 
state climbs, average student spending expands; 
as the pupil to teacher ratio grows, average student 
spending declines; as income inequality grows, so 
does average student spending; states with a higher 
share of whites spend less on student spending on 
average; as personal income per capita climbs, so 
does average spending per student; as the percent 
of students in special education, requiring and quali-
fying for subsidized meals at school grows, so does 
average spending.

Based on this statistical model, Nebraska’s spending 
on K-12 education would decline by 1.1 percent if 
there was one school district per county. However, 
it must be understood that this is based on an 
analysis of the fifty states and the District of Colum-
bia. Nebraska’s experience may or may not cor-
respond to the U.S. average. Based on the national 
data, Nebraska would have saved $31,137,300 if 
it reduced its number of school districts from 254 
to 93, or one per county. This assumes no change 
in the average student-teachers ratio. Likewise, 
Nebraska would have saved $101,925,164, or 3.7 
percent, in 2006 if the state’s student-teacher ratio 
rose from the Nebraska’s 13.83 to the national 
median student-teacher ratio of 15.11. Both of these 
estimates do not consider the potential additional 
costs of transportation or other related costs associ-
ated with the expansion in the student-teacher ratio 
such as construction costs for added classrooms.

Recommendations

»» The state should evaluate and potentially remove 
early retirement subsidies for K-12 employees.  

»» Nebraska should grant new hires the option 
to choose a defined contribution plan (DC), 
which non-career employees may prefer over 
the traditional defined benefit plan (DB). This 
would reduce the cost of retirement funding for 
employees. Pay and benefits for teachers and 
administrators is heavily backloaded, penalizing 
non-career teachers that leave the education 
industry. Augenblick and Associates, based on 
an analysis of the retirement systems of Arkansas, 
Idaho, Indiana, Maryland, Mississippi, Utah and 
West Virginia, estimated the savings by moving to 
a defined benefit (DB) to a defined contribution 
(DC) plan. The researchers concluded that states 
could save as much as 3 percent of a teacher’s 
yearly salary by adopting a DC plan. This would 
mean a savings for Nebraska of roughly $33 
million annually just for instruction personnel.35

»» Reform rules for calculation of highest average 
salary to reduce pension spiking practices.

»» Contracting. The Nebraska Unicameral could 
assist K-12 education in the state by adopting a 
three-year pilot program that would permit local 
districts to contract with private schools or other 
nearby public school districts to educate some of 
their students.36 The program could specify that 
the cost of tuition at the contract school would be 
some proportion of the district’s average per pupil 
spending. Fifty percent of any difference between 
the public per pupil spending and the contract 
spending would remain for the district’s use, and 
the other half would become savings for the state 
government. This would produce funding for 
the local district even though the public schools 
would no longer expend resources to educate that 
student.37 Ten states and the District of Columbia 
have adopted a similar program and demon-
strated their effectiveness. A 2007 study funded 
by the Milton and Rose D. Friedman Foundation 
estimated that since 1990, these 11 jurisdictions 
had saved at least $444 million by creating pro-
grams that help students transfer from traditional 
public schools to less-expensive alternatives - both 
private and public. This represents a method 
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by which the state of Nebraska could reign in 
state spending and, at the same time, provide 
financial benefits to the local school district. 

»» 65 Cent Solution. Across the nation, education 
reformers are pushing the program entitled First 
Class Education. This program requires that at 
least 65 cents of every dollar in a school district’s 
operational budget goes into the classroom - the 
one place where student performance can be 
improved and overall effectiveness dynamically 
enhanced. Legislatures in Louisiana and Kansas 
have already passed “65 Cent” legislation and 
Texas Governor Rick Perry recently imposed the 
“65 Cent solution” by executive order. Moreover, 
voters in many other states may see this measure 
in upcoming ballots. Under the South Dakota 
proposed plan, each school district spending 
less than 65 percent in the classroom would 
be required to increase its percentage going 
to teaching by 2 percentage points yearly until 
reaching the 65 percent goal. School districts 
that were unable to meet this goal due to factors 

such as excessive transportation costs could peti-
tion the waiver for the current year. Thus, those 
spending less than 65 percent on the classroom 
become the exception rather than the rule. 

Table 3.14 shows the distribution of K-12 spending 
for Nebraska and its neighbors. Data indicates that, 
at this point in time, Nebraska spends the highest 
percentage of its overall spending on instruc-
tion than any of its neighbors. On the other hand, 
Nebraska spends the largest percentage of total 
K-12 spending on administration in comparison 
to its neighbors. Thus, Nebraska could reduce its 
administration spending significantly to achieve 
the 65 Cent Solution. Table 3.15 shows the yearly 
economic benefits of implementing the 65 Cent 
Solution. Data indicates that funds would increase 
for instruction from $1.096 billion to $1.133 billion 
and reduced administration funding from $130.2 
million to $56.1 million. This would create a yearly 
savings of $37.1 million with an increase in instruc-
tion spending. 

Table 3.14:   K-12 Education  Spending  by  Function,  Nebraska  and  Border  States  
 

  
Percent 

instruction 

Percent 
Support 
Services  Percent Admin.

  61.8% 33.8% 4.4% 

Colorado  57.8% 38.5% 3.6% 

Iowa  61.3% 33.8% 4.8% 

Kansas  57.6% 37.3% 5.0% 

Missouri  61.3% 34.4% 4.3% 

Nebraska  62.9% 29.7% 7.5% 

South  Dakota  61.5% 32.9% 5.6% 

Wyoming  60.7% 35.8% 3.5% 

Region  60.1% 35.2% 4.7% 
SOURCE:  U.S. Department  of Education, Nat ional  Center  for Education  Statistics, 
Common  Core  of  Data  (CCD),  National Public Education  Financial Survey.  
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Summary
This chapter has demonstrated that Nebraska 
tends to spend more heavily than its geographic 
neighbors on higher education and on elemen-
tary and secondary education. In general, 
Nebraska’s higher K-12 education spending is 
the result of too few students per school district 
and teacher. Statistical data points to savings 
for the state if it reduced the number of school 
districts to 93, or one per county, and the state 
increased its student to teacher ratio to the 
national average. Furthermore, national state 
data indicates that big education spending 
states have not experienced superior economic 
performance.

Table  3.15:   Potential  savings  for  the Nebraska  65 Cent  Solution  

Before  65 Cent  Solution After 65  Cent Solution  

 
Percent  of 

Total  Spending  Spending  
Percent  of 

Total  

Instruction  62.9% $1,096,383,026  $1,133,465,709  65.0% 

Suppor t services  29.7% $517,167,327  $517,167,327  29.7% 

Administration  7.5% $130, 243,045  $56,077,680  3.2% 

Total  100. 0% $1,743,793,398  $1,706,710,715  100. 0% 

Yearly  savings  $37,082,683   
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Chapter 4: Public 
Welfare Spending38 
 

Chapter overview

»» As a percent of GSP, Nebraska’s public welfare 
spending was only slightly above that of its 
border states in the years spanning 1993-1999 
and was well below that of the U.S. – but climbed 
between 1998 and 1999, rising above that 
of both its surrounding states and the U.S.

»» If Nebraska had spent the same percent of its 
GSP in 2007 on public welfare as did the six states 
on its boundaries, it would have saved $143 
per capita that year for a total of $252,935,931. 
If Nebraska had spent at the level of the U.S., 
it would have cost the state $122,645,633 
more in total in 2007, or $69 per capita.

»» In 2006, the top economic performing states 
spent a smaller share of their GSP on public 
welfare (2.4 percent) than the bottom perform-

ing states (3.1 percent). Moreover, the growth in 
public welfare spending as a proportion of GSP 
between 1999 and 2006 was less for the high 
performing group of states (0.10 percent), than 
low performing states (0.30 percent). To some 
degree this is expected. That is, as a state loses 
economic momentum, it incurs higher levels 
of unemployment and lower rates of income 
growth. As a result, state and local government 
is required to spend more on public welfare.

On public welfare spending per capita, Nebraska 
has spent more dollars each year than the states 
nearby – but fewer than the U.S. (See Figure 4.1). 
Following a peak in 2004-05, Nebraska’s spending 
leveled out through 2006. Primarily due to an escala-
tion in Nebraska’s spending between 1999 and 
2004, when Nebraska’s neighbors and the U.S.  
were increasing their spending on public welfare  
at a more modest rate, Nebraska’s growth over  
13 years – 102 percent - was ultimately greater than 
either of the states surrounding it (97 percent) or  
that of the U.S. (79 percent) as conveyed in Table 4.1.

Table  4.1 :  Public Welfare  Spending  Per Capita 1993 – 2006   
 1993 2006 Change 

Border states  $502   $987  97% 
U.S.  $698 $1,252 79% 
Nebraska  $564 $1,142 102% 

Source:   U.S. Census 
 

Figure  4.1:   Public Welfare  Spending Per Capita,  1993  –  2006 

 
   Source:  U.S. Census
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As a percent of GSP, as shown in Figure 4.2, Nebras-
ka’s public welfare spending was only slightly above 
that of its border states in the years spanning 1993-
1999 and was well below that of the U.S. – but leapt 
up between 1998 and 1999, rising above that of 
both its surrounding states and the U.S. Nebraska’s 
spending as a percent of GSP did begin to drop in 
2003 but generally reflected an increase over time of 
.49 percent compared to its neighbors’ .32 percent 
growth and more than double the U.S.’s growth of 
.21 percent. Table 4.2 makes apparent the relative 
increases in public welfare spending of Nebraska, its 
bordering states, and the U.S. Table 4.3, which sepa-
rates the percent of growth data into 1993-1999 vs. 
1999-2006 emphasizes the dramatic relative growth 
(despite the subsequent decline) in spending of all 
three entities in the more recent years.

As Table 4.4 indicates, if Nebraska would have 
spent the same percent of its GSP in 2007 as the 
six states on its boundaries did in 2006, it would 
have saved $143 per capita that year and a total of 
$252,935,931. If it had spent at the level of the U.S., 
it would have cost the state $122,645,633 more in 
2007, or $69 per capita.

Table 4.2 :  Public Welfare  Spending  as percent  of  GSP,  1993  –  2006  
 

  1993 2006 Change 
Border  States  2.13% 2.45% .32%  
U.S.  2.79% 3.00% .21%  
Nebraska  2.33% 2.81% .49%  

Source:   U.S. Census 
 

Table  4.3:  Public Welfare  Spending  growth as percent  of  GSP,  1993 – 2006  
      

  
Percent  Growth   

1993-1999  
Percent  Growth   

1999-2006  
Border  States  -0.05% 0.37% 
U.S.  -0.31% 0.52% 
Nebraska  -0.16% 0.64% 

Source:   U.S. Census 
 

Table 4.4 :  Savings  if Nebraska  Spent Same  percent  of  GSP as Border  States or U.S.          
       
  2007 Savings  Total   2007  Savings  Per Capita  
Savings  vs.  Border  States  $252,935,931 $143 
Savings  vs.  U.S.  -$122,645,633  -$69 

Source:   U.S. Census 
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Privatizing care for disabled

An example of savings for Nebraska has recently 
surfaced in the operations of the Beatrice State 
Developmental Center. Currently the state is spend-
ing over $37 million annually to support the care of 
approximately 240 disabled citizens. An additional 
$29 million in federal support is expected in 2009. 
Table 4.5 shows a comparison between state cost 
and the cost estimated by Mosaic, a private, reli-
giously affiliated care provider for the disabled.

As indicated, total savings to the state for the 
privatization of the Beatrice Development Center 
would range between $4.2 million and $7.3 million 
depending on the configuration of the care facility.39

Figure 4.2:   Public Welfare  Spending as percent  of  GSP, 1993  –  2006   

 
Source:   U.S. Census  

Public Welfare Spending
as % of GSP
1993-2006

 Table 4.5 :  Savings  if  Nebraska  Privatized  the  Beatrice Development Center, 2009  
 Four bed  Six  bed  Eight  bed  
    
Mosaic  unit  costs  $552, 438 $749,204  $1,078,775  
State unit costs  $621, 960 $932,940  $1,243,920  
    
    
Mosaic  total  costs  for  240  patients  $33,146,280  $29,968,160  $32,363,250  
State  total costs for  240  patients  $37,317, 600  $37,317, 600  $37,317, 600  
Total  savings to  Nebraska taxpayer  $4,171,32 0  $7,349,440  $4,954,350  

 
Source:  Mosaic  estimates & state budget numbers  (does  not include  federal  support)  
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Economic performance and public 
welfare spending

One could easily hypothesize either a positive or 
negative relationship between welfare spending and 
economic performance. If slow economic progress 
in a state results in more and more individuals and 
families losing their jobs and health insurance cover-
age, there may be a negative relationship between 
the two. That is as economic growth wanes, public 
welfare spending increases. On the other hand, 
rapid economic growth could provide state and 
local government jurisdictions with more funds to 
provide lower income individuals with public goods 
and service. In this case, there would be a positive 
association between the two factors. 

Figure 4.3 provides some guidance on the rela-
tionship. According to data in the figure, the top 
economic performing states spent a smaller share 
of their GSP on public welfare (2.4 percent) than the 
bottom performing states (3.1 percent). Moreover, 
the growth in public welfare spending as a propor-
tion of GSP between 1999 and 2006 was less for the 
high performing group of states (0.10 percent) than 
low performing states (0.30 percent). Statistically 
speaking, the direction of causation is not conclusive 
in this figure since it is certainly possible that high 
performing states are allowed to spend less on 
public welfare than low performing states. Further-
more, under performing states may be spending 
more heavily on public welfare due to slower eco-
nomic growth in the past. 

B e lo w  a v e ra g eA b o v e  a v e ra g e

Job growth

Quadrant 3
P u b lic  w e lfa re  s p e n d in g  a s  %  o f G S P  =  3 .1 %

IA  (2 .9 % ),  K S  (2 .6 % ), M O  ( 2 .7 % )

G ro w t h  in  p u b l ic  w e lfa re  s p e n d in g  a s  a  %  o f 
G S P  =0 .3 3 %

IA  (0 .3 % ),  K S  (0 .9 % ), M O  ( 0 .3 % )

Quadrant 4
P u b lic  w e lfa re  s p e n d in g  a s  %  o f G S P  =  
2 .5 %

CO (1.6%)
G ro w t h  in  p u b lic  w e lfa re  s p e n d in g  a s  a  %  
o f G S P  =  0 .1 9 %

CO ( -0.2%)

Quadrant 2
P u b lic  w e lfa re  s p e n d in g  a s  %  o f G S P  =  3 .6 %

NE (2.7%)

G ro w t h  in  p u b l ic  w e lfa re  s p e n d in g  a s  a  %  o f 
G S P  =0 .3 9 %

NE (0.0%)

Quadrant 1
P u b lic  w e lfa re  s p e n d in g  a s  %  o f G S P  =  
2 .4 %

S D  (2 .3 % ), W Y  (2 .0 % )

G ro w t h  in  p u b lic  w e lfa re  s p e n d in g  a s  a  %  
o f G S P  =  0 .1 0 %

S D  (0 .8 % ), W Y  ( - 0 .8% )
Above average

Below average

Per capita income growth

Figure 4.3 :  Public Welfare  Spending  
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Recommendations:

»» Nebraska should attempt to gear Medicaid 
subsidies to the beneficiary’s income and pos-
sible health risk. Nebraska should also establish 
other features, such as cost sharing, to prepare 
families to transition to private coverage. 

»» Nebraska should provide a range of Medicaid 
coverage options such that beneficiaries should 
not be forced to buy a policy with a government-
dictated list of benefits and coverage mandates. 

»» Nebraska should insure that Medicaid beneficia-
ries have easy access to information about the 
private and public health insurance coverage 
options that are available to them. Once the indi-
vidual is provided more consumer-friendly informa-
tion and financial resources, they can more easily 
select the insurance that best meets their needs.40

»» Nebraska should attempt to expand health care 
cost information by encouraging healthcare pro-
viders to adopt programs such as Alegent Health’s 

“My Cost” tool. This on-line tool, if implemented at 
medical facilities across the state, would produce 
significant savings for the state by supplying a 
much higher degree of cost transparency. By 
providing financial incentives for Medicaid recipi-
ents, those covered would be provided with a 
list of prices for frequently purchased services, in 
addition to information on financial assistance 
programs for cost-prohibitive services. Over the 
past two years, “My Cost” has provided 37,000 
consumers with health price information. The 
tool could query payers for eligibility and benefit 
information for a given Medicaid patient. To date, 
seven payers are participating in the program 
and Alegent Health expects many more in the 
months to come. Tommy Thompson, former 
secretary of the U.S. Department of Health and 
Human Services, said of the application, “These 
are the kinds of breakthroughs that are going to 
allow transparency to come front and center.” 

»» The state should privatize the Beatrice Com-
munity Development Center. Implementing 

this recommendation would save the state 
between $4.1 million and $7.3 million depend-
ing on the configuration of the operations. 

»» There are several states testing new technologies 
that reduce staffing costs and are trying to get at 
the issue of providing what an individual needs 
versus what they want. Indiana is currently testing 
REST ASSURED, a project that maximizes the 
use of two-way video systems that can support 
those who need minimal support but cannot live 
completely independent in the community. Thus 
far programs like this are showing increased 
consumer satisfaction with lower cost. Nebraska 
should examine the potential of such a system.

»» The central key to solving the cost issue for 
Nebraska’s Medicaid system is how the Medicaid 
state plan is written paired with the inefficiencies 
of current case management systems. Most case 
management systems are coordinated by state 
employees who see everything as an entitlement 
for their clients and as a result through individual 
care plans drive costs higher for the provider. In 
other words, the case management systems 
in most states, and particularly in Nebraska, 
need significant reform, while disempowering 
them in a way that does not drive up costs. 

»» It is contended that the key may rest with a 
consistent and equitable assessment for each 
individual and that funding should be tied to 
those needs and not be based on any group 
average. This may seem simple but when case 
mangers play such a key role in driving costs we 
should be looking at this recommendation closely.

»» State Medicaid policy should encourage 
more flexible supports and regulations that 
are necessary and valued by the consumer.

»» It is recommended that particular attention 
should be paid to the elimination of rules and 
regulations that are tied to a facility or license 
rather than basic health and safety ssurances 
and individual needs, additionally adminis-
trative requirements should be reduced.
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»» Consider program models that can reduce 
costs and provide high consumer satisfaction: 
Mosaic, Inc. Adult Foster Care, often called 
host homes, is highly personalized, highly cost 
effective and often significantly less expensive 
than a group home for example. Supported 
living, for those who are in group homes, but 
could thrive in less restrictive settings, also can 
provide similar results. Supporting individuals 
in their own home with cash payments to family 
members can also achieve the same results.

Summary
This chapter has documented public welfare 
spending in Nebraska and compared it to that 
of its neighboring states in terms of magnitude 
and growth. Between 1993 and 2006, Nebras-
ka’s growth in public welfare spending has been 
slightly less than that of its neighboring states, 
but well above that of the U.S. As a percent of 
GSP, Nebraska’s public welfare spending was 
only slightly above that of its border states in the 
years spanning 1993-1999 and was well below 
that of the U.S. – but leapt up between 1998 
and 1999, rising above that of both its surround-
ing states and the U.S. Data also indicates that 
top economic performing states generally spent 
a smaller share of their GSP on public welfare 
than bottom economic performing states. 
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Chapter 5: 
Highway Spending
 

Chapter overview

»» From a longitudinal standpoint, Nebraska, 
its neighbors and the U.S. all reduced 
their spending as a percent of GSP on 
highways between 1993 and 2006

»» Nebraska could have saved a total of 
$109,616,983 - $62 per capita – in 2007 if it had 
spent only the percentage of its GSP in 2007 
its adjoining states did; if it had spent as little 
as the U.S. of its GSP, it would have realized a 
$320,620,061, or $181 per capita savings. 

»» The top economic performing states spent 
the same share of their GSP on highways (1.2 
percent) as the bottom performing states 
(1.2 percent) in 2006. Moreover, the pullback 
in highway spending as a proportion of GSP 
between 1999 and 2006 was greater for the 
high performing group of states (-14.3 percent) 
than low performing states (-7.4 percent). 

While comparison data was not available for the 
U.S., Nebraska also trailed the states on its borders 
in highway spending per highway mile. Table 5.1 
displays the amount spent per highway mile in both 
1993 and in 2006, and Table 5.2 breaks down the 
difference in growth in the years prior to 1999 and 
the years subsequent to 1999, showing that while 
Nebraska’s neighbors spent more on per highway 
mile spending in the earlier years, Nebraska 
increased its spending more recently.

As per Figure 5.1, until 2001-02, Nebraska was 
generally on par with the states around it in per 
capita highway spending but ramped up in the years 
following 2003. This figure also shows that both 
Nebraska and its neighbors consistently spent more 
on their highways per capita than the U.S. In growth 
between 1993 and 2006, however, Nebraska’s 57 
percent rise in spending and the 54 percent growth 
of the states nearby was surpassed by the U.S.’s 64 
percent increase. Spending figures portraying this 
growth are represented in Table 5.3.

Table 5.1 :  Highway  spending  per  highway mile, 1993-2006  
 

 1993 2006  
Border  States  $9,647  $16 ,925 
Nebraska  $6,871  $11 ,764 
U.S. not  included  due  to unavailability  of  consistent  data.  

Source:   U.S.  Census  
 

Table 5.2 :  Highway  spending  growth  per  highway mile,  1993-2006  
      

  
Percent  Growth  

1993-1999 
Percent  Growth   

1999-2006  
Border  States  35.4%  29.6% 
Nebraska  25.0%  37.0% 
U.S. not included  due  to unavailability  of  consistent  data.  

Source:   U.S.  Census  
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Table  5.3 :  Highway  Spending Per Capita,  1993 –  2006  
 

 1993 2006 Change 
Border  States  $361 $557 54% 
U.S.  $280 $458 64% 
Nebraska  $398 $626 57% 

Source:   U.S. Census 
 

 

Figure 5.1 :  Highway S pending Per Capita,  1993 – 2006   

Source:   U.S. Census  

Table 5.4:  Highway  spending  as percent  of  GSP, 1993–2006  
 

    1993-94   2005-06 Change 
Border states  1.53% 1.38% -0.15% 
U.S.  1.12% 1.10% -0.02% 
Nebraska  1.64% 1.54% -0.10% 

Source:   U.S. Census 
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Nebraska and the states that border it tracked very 
closely on highway spending from 1993-2006 in 
relation to their GSP as well. Again, only in 2003 did 
Nebraska begin to diverge to any significant degree 
from what neighboring states were spending on 
highways, and both spent a higher percentage of 
their GSP than did the U.S. Although the relation-
ship of Nebraska to its neighbors and to the U.S. is 
similar with regard to spending as a percent of GSP 
as to that of per capita spending, Table 5.4 and 
Figure 5.2 paint a different picture of the direction 
in the growth of that spending. From a longitudinal 
standpoint, Nebraska, its neighbors and the U.S. all 
reduced their spending as a percent of GSP over the 

13 years between 1993 and 2006, with Nebraska 
spending 0.10 percent less of its GSP in 2006 than 
it had in 1993. Nebraska’s bordering states’ spend-
ing as a percent of GSP declined even more - 0.15 
percent, while the U.S. saw its spending go down  
by 0.02 percent of its GSP.

Based on the analysis of 2006 data above, Nebraska 
could have saved a total of $109,616,983 - $62 per 
capita – in 2007 if it had spent only the percentage 
of its GSP in 2007 its adjoining states did; if it had 
spent as little as the U.S. of its GSP, it would have 
realized a $320,620,061, or $181 per capita savings. 
Table 5.5 compares these potential savings.

 

Figure  5.2:   Highway  spending  as percent  of  GSP, 1993–2006   

Source:   U.S. Census  

Highway Spending
as % of GSP
1993-2006

Table  5.5 :  Savings  if  Nebraska  spent  same percent  of  GSP  as border  states  or U.S.  
        
       

  
2007  Savings  

Total   2007  Savings  Per Capita  
Savings  vs.  Border  States  $109,616,983 $62  
Savings  vs.  U.S.  $320,620,061  $181  

Source:   U.S. Census  
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Economic performance and  
highway spending

One could easily hypothesize either a positive or 
negative relationship between highway spend-
ing and economic performance. If slow economic 
progress in a state results in more and more funds 
having to be diverted to other portions of govern-
ment budgets, then there would be a positive 
relationship between the two. That is, as economic 
growth wanes, highway spending would also shrink 
as a share of GSP. On the other hand, funds spent 
on highways could support an even larger increase 
in economic growth so that highway spending, as a 
share of GSP, declines. In this case, there would be a 
negative association between the two factors. 

Figure 4.4 provides some guidance on the rela-
tionship. According to data in the figure, the top 
economic performing states spent the same share of 
their GSP on highways (1.2 percent) as the bottom 
performing states (1.2 percent). Moreover, the 
pullback in highway spending as a proportion of 
GSP between 1999 and 2006 was greater for the 
high performing group of states (-14.3 percent) than 
low performing states (-7.4 percent). Statistically 
speaking, the direction of causation is not conclusive 
in this figure since it is certainly possible that high 
performing states are allowed to spend proportion-
ally less on highways than low performing states. 
Furthermore, under performing states may be 
spending more heavily on highways in anticipation 
of greater future economic growth stemming from 
the spending. 

B e lo w  a v e ra g eA b o v e  a v e ra g e

Job growth

Quadrant 3
H ig h w a y  s p e n d in g  a s %  o f G S P  =  1 .2 %

IA  (1 .5 % ),  K S  (1 .6 % ), M O  ( 1 .3 % )

G ro w t h  in  h ig h w a y  s p e n d in g  a s  a  %  o f G S P  =   
-7 .4 %

IA  ( - 2 8 .4 % ) ,  K S  ( - 2 5 .8 % ), M O  ( - 1 .4 % )

Quadrant 4
H ig h w a y  s p e n d in g  a s  %  o f G S P  =  0 .9 %

CO (0.9%)

G ro w t h  in  h ig h w a y  s p e n d in g  as  a  %  o f 
G S P  =  - 1 1 .0%

C O  ( - 1 8 .0 % )

Quadrant 2
H ig h w a y  s p e n d in g  a s %  o f G S P  =  1 .4 %

N E  (1 .5 % )

G ro w t h  in  h ig h w a y  s p e n d in g  a s  a  %  o f G S P  =  

-1 0 .5 %

N E  ( - 1 1 .5 % )

Quadrant 1
H ig h w a y  s p e n d in g  a s  %  o f G S P  =  1 .2 %

S D  (1 .2 % ), W Y  (1 .9 % )

G ro w t h  in  h ig h w a y  s p e n d in g  as  a  %  o f 
G S P  =  - 1 4 .3%

S D  ( - 5 .0 % ),  W Y  ( - 2 7 .7 % )Above average

Below average

Per capita income growth

Figure  4.4:   Economic  performance  and  highway  spending  
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Recommendations:

»» Nebraska should evaluate the privatization 
of roads and highways where appropri-
ate. Likewise where appropriate, Nebraska 
should investigate the privatization of 
newly constructed bridges in the state. 

»» Nebraska should evaluate the use of toll roads 
to offload at least a portion of the costs to non-
Nebraskans. Variable rate tolling would create 
an incentive for those who want to drive quickly 
to pay for the privilege of an uncongested road 
during peak usage time. It would still allow 
others to drive for free, in slower traffic, if they 
prefer. Most importantly, by allowing such a 
choice, this form of tolling can serve as a power-
ful incentive for those with greater time flex-
ibility to stay off the road entirely during peak 
periods.41 New, privately financed capacity that 
is paid for by tolling does not result in losers 
among either users or taxpayers; drivers can 
choose to use the old, free roads and taxpay-
ers aren’t stuck with the construction bill.

»» The aforementioned study’s author, Kenneth 
Small, an economics professor at the University 
of California at Irvine, asks whether capacity 
expansion is always the best way to deal with 
congestion? But what about altering existing 
highways to set usage rates that vary based on 
the time of day, or on observed traffic patterns? 
Adding capacity without instituting a pricing 
mechanism serves as an incentive for more people 
to drive during peak periods. This increases the 
congestion that the new capacity was intended 
to relieve. That is, increasing capacity in many 
cases may not be economically justifiable. 

Summary
This chapter has profiled state and local highway 
spending from 1993 to 2006. In total spending 
growth on highways and in spending growth per 
highway mile, Nebraska trailed both its border-
ing states and the U.S for most years between 
1993 and 2006. From a longitudinal standpoint, 
Nebraska, its neighbors and the U.S. all reduced 
their spending as a percent of GSP on highways 
between 1993 and 2006 and between 1999 
and 2006. Accordingly, Nebraska could have 
saved a total of $109,616,983 in 2007 if it had 
spent the same percentage of its GSP as its 
adjoining states did. If it had spent the same 
share of GSP as all states, Nebraska would have 
realized a $320,620,061 savings. U.S. Census 
data also shows that the top economic perform-
ing states spent the same share of their GSP on 
highways (1.2 percent) as the bottom perform-
ing states (1.2 percent) in 2006. Moreover, the 
pullback in highway spending as a proportion 
of GSP between 1999 and 2006 was greater 
for the high performing group of states (-14.3 
percent) than low performing states  
(-7.4 percent).
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Chapter 6: Public 
Safety Spending42 
 

Chapter overview

»» Nebraska has grown its public safety spend-
ing at a much greater rate between 1993 and 
2006 than either border states or the U.S.

»» Per capita, Nebraska consistently spends 
slightly less than its neighboring states 
and substantially less than the U.S.

»» Both the U.S. and Nebraska’s border states spend 
a greater percent of their GSP in public safety than 
does Nebraska; therefore were Nebraska to match 
its expenditure on public safety to that of either 
the states that surround it or the U.S., greater 
expense would result to Nebraska taxpayers.

»» The top economic performing states spent a 
much larger share of their GSP on public safety 
than the bottom performing states. More-
over, the pullback in public safety spending 
as a proportion of GSP between 1999 and 
2006 was greater for the high performing 
group of states than low performing states. 

Despite Nebraska’s significant relative growth in 
public safety spending discussed above, however, 
in terms of public safety spending per capita, 
Nebraska has lagged slightly behind its nearby 
states and well behind the U.S. in each year 
between 1993 and 2006. As exhibited in Table  
6.1 and Figure 6.1, while the same growth in  
spending pattern that was apparent in overall  
public safety spending is seen again in a per capita 
analysis, with Nebraska remaining close but below 
the border states and far below the U.S., in actual 
dollars, in 1993 Nebraska spent only $226 per capita 
to its border states’ $270 and the U.S.’ $363, and 
in 2006, Nebraska’s $482 in public safety spending 
per capita was again outranked by both that of its 
neighboring states ($503) and the U.S. ($641).

As a percent of GSP, Nebraska’s spending on public 
safety has again been consistently less than that of 
either its neighbors or the U.S. Table 6.2 provides 
the specifics of spending as percent of GSP of each 
group in 1993 and again in 2006 as well as the 
change over time those numbers represent. Table 
6.3 suggests that the growth in public safety spend-
ing between 1993 and 2006 that has been noted 
was a bit greater from 1993-1999 (14 percent) than 
from 1999-2006 (12 percent), and Figure 6.2 brings 
this into focus: While all three groups have experi-
enced steady growth in public safety spending over 
time, between 1994 and 2002, Nebraska’s public 
safety spending climbed precipitously (followed  
by a decline and subsequent rise), narrowing the 
gap between it and the spending of Nebraska’s 
adjoining states.
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Table  6.1 :  Public  safety  spending  per  capita,  1993  – 2006
 

 1993  2006  Change  
Border  States  $270 $503  87% 
U.S.  $363  $641  76% 
Nebraska $226 $482  113% 

Source:   U.S. Census  
 

 

Figure 6.1:  Public  safety  spending  per  capita,  1993  – 2006   

Source:   U.S. Census  

Table  6.2:  Public  safety  spending  as percent  of  GSP,  1993  –  2006
 

  1993  2006  Change  
Border  states  1.15% 1.25% 0.10% 
U.S.  1.45% 1.54% 0.08% 
Nebraska 0.93% 1.19% 0.26% 

Source:   U.S. Census
 

Table 6.3 :  Public  safety  spending  as percent  of  GSP,    1993–2006  
      
  Percent  growth  1993-1999  Percent  growth  1999-2006  
Border  States  0.11% -0.01% 
U.S.  0.03% 0.05% 
Nebraska  0.14% 0.12% 

Source:   U.S. Census  
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While it is useful to consider potential savings if 
Nebraska were to alter its spending, in the case  
of public safety, as Nebraska already spends less  
as a percent of GSP than either its neighboring 
states or the U.S. would result in an additional 
expense to taxpayers. Per Table 6.4, matching the 
2006 spending rate of border states in 2007 would 
have cost Nebraska $47,012,776 – or $27 per capita 

- and matching the spending rate of the U.S. would 
have totaled an additional $242,511,506 - or $137 
per capita.

 

Figure 6.2:   Public  safety  spending  as percent  of  GSP,  1993 – 2006   

Source:   U.S. Census  

Public Safety Spending
as % of GSP
1993-2006

Table 6.4 :  Savings  if  Nebraska  spent  same percent  of  GSP  as border  states  or U.S.  
       
  2007  Savings  Total   2007  Savings  per Capita  
Savings  vs.  Border  States  -$ 47 ,012,776   -$27 
Savings  vs.  U.S.  -$242,511 ,506  -$137 

Source:   U.S.  Census  
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Economic performance and public 
safety spending

One could easily hypothesize either a positive or 
negative relationship between public safety spend-
ing and economic performance. If slow economic 
progress in a state results in more and more indi-
viduals and families losing their jobs, there may be 
a negative relationship between the two. That is as 
economic growth wanes, state and local govern-
ment agencies may be required to spend more on 
public safety. On the other hand, rapid economic 
growth could provide state and local government 
jurisdictions with more funds to provide higher levels 
of public safety. In this case, there would be a posi-
tive association between the two factors. 

Figure 6.3 provides some guidance on the relation-
ship. According to data in the figure, the top eco-
nomic performing states spent a much larger share 
of their GSP on public safety (1.5 percent) than the 
bottom performing states (1.2 percent). Moreover, 
the pullback in public safety spending as a propor-
tion of GSP between 1999 and 2006 was greater for 
the high performing group of states (-0.12 percent) 
than low performing states (-0.07 percent). Statisti-
cally speaking, the direction of causation is not con-
clusive in this figure since it is certainly possible that 
high performing states are allowed to spend pro-
portionally less on public safety than low performing 
states. Furthermore, under performing states may 
be spending more heavily on public safety in antici-
pation of greater future economic growth stemming 
from the spending. 

B e lo w  a v e ra g eA b o v e  a v e ra g e

Job growth

Quadrant 3
P u b lic  s a f e t y  s p e n d in g  a s  %  o f G S P  =  1 .2 %

IA  (1 .0 % ),  K S  (1 .2 % ),  M O  ( 1 .2 % )

G ro w t h  in  p u b lic  s a f e t y  s p e n d in g  a s  a  %  o f  
G S P  =  - 0 .0 7 %

IA  ( - 0 .0 8 % ) , K S  ( - 0 .1 2 % ), M O  ( - 0 .0 7 % )

Quadrant 4
P u b lic  s a f e t y  s p e n d in g  a s  %  o f G S P  =  
1 .3 %

CO (1.3%)
G ro w t h  in  p u b lic  s a f e t y  s p e n d in g  a s  a  %  
o f G S P  =  -0 .1 4 %

CO ( -0.15%)

Quadrant 2
P u b lic  s a f e t y  s p e n d in g  a s  %  o f G S P  =  1 .4 %

NE (1.1%)

G ro w t h  in  p u b lic  s a f e t y  s p e n d in g  a s  a  %  o f  
G S P  =  - 0 .1 3 %

NE ( -0.12%)

Quadrant 1
P u b lic  s a f e t y  s p e n d in g  a s  %  o f G S P  =  
1 .5 %

S D  (1 .1 % ), W Y  (1 .5 % )

G ro w t h  in  p u b lic  s a f e t y  s p e n d in g  a s  a  %  
o f G S P  =  -0 .1 2 %

S D  (0 .1 0 % ),  W Y  ( - 0 .1 6 % )
Above average

Below average

Per capita income growth

Figure  6.3:   Economic  performance  and  public  safety  spending  
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Recommendations:

»» The state should evaluate and  
potentially remove early retirement  
subsidies for public safety employees. 

»» Nebraska should reform rules for calculation of 
highest average salary to reduce pension spiking 
practice on the part of public safety employees.

»» Nebraska should grant new hires the option 
to choose a defined contribution plan, which 
non-career employees may prefer over the 
traditional defined benefit plan. This would 
reduce the cost of retirement funding for 
employees. Pay and benefits for public safety 
employees is heavily backloaded, penalizing 
non-career employees that leave the industry. 

Summary
This chapter profiled public safety spending in 
Nebraska between 1993 and 2006 and com-
pared it to the states contiguous to Nebraska 
and to the U.S. The U.S. Census data shows 
that public safety spending in Nebraska grew 
at a much greater rate between 1993 and 2006 
than in either border states or the U.S. However, 
Nebraska consistently spends slightly less than 
its neighboring states and substantially less 
than the U.S. on a per capita basis. Both the U.S. 
and Nebraska’s border states spend a greater 
percent of their GSP in public safety than does 
Nebraska; therefore were Nebraska to match 
its expenditure on public safety to that of either 
the states that surround it or the U.S., greater 
expense would result to Nebraska taxpayers. 
The top economic performing states spent a 
much larger share of their GSP on public safety 
than the bottom performing states. Moreover, 
the pullback in public safety spending as a 
proportion of GSP between 1999 and 2006 was 
greater for the high performing group of states 
than low performing states.
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