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Purpose 

The purpose of this paper, by providing specific data, is to encourage Nebraska legislators to improve incentives 

for retention of military personnel retiring or separating from their service commitment.   

Between 2000 and 2016, the population of military retirees in America increased by 276,000 (about 17% of the 

1.5M total military retirees in America).  This increase enhanced many of States by their receiving men and women 

with unique skills, a love of country, and superior leadership abilities while providing increased revenue from 

pensions, newly created businesses, their civilian jobs, and many other sources.  Too, these retirees are heroes in 

local communities, many filling volunteer positions in civic and philanthropic organizations. They play integral roles 

in schools, churches, and neighborhood groups.  State retention after military retirement or separation thru 

optimum incentives is critical to keeping these retirees, especially when establishing tax breaks upon their military 

pensions.  A favorable tax structure would yield significant economic benefits. The addition of new military 

retirees in a State would boost employment, total personal income, gross state product, and total business sales. 

Both direct and ripple effects would flow through the economy. The ripple or multiplier effects would encompass 

two dimensions. The first would be the supply chain or business-to-business effects as a result of spending by the 

retirees or their firms. The second would be the consumption effects as newly hired employees of retiree-owned 

businesses, or employees hired anywhere in the supply chains are impacted by retiree outlays that are spent part 

on various goods and services.  The amount of revenue and jobs being generated in Nebraska from military 

operations is astounding.  A study dated November 15, 2018 by Dr. Eric Thompson Director University of Nebraska 

Bureau of Business Research and others titled “The Economic Impact of Nebraska Military Assets: An Update for 

Fiscal Year 2017” that was prepared for the Nebraska Commission on Military and Veteran Affairs provided the 

following numbers: 

 

 

 

 

 

 

That study also estimated that there are 15,651 additional veterans living in Nebraska due to Offutt Air Force Base, 

including about 13,455 veterans and spouses of working age. In examining the presence of military installations in 

the state in FY 2016, analyses showed that a total of 18,965 military, government civilian, and government 

contractor jobs directly supported operations at Offutt AFB/U.S. Strategic Command, Nebraska National Guard/Air 

National Guard, and the various Reserve components in the State. An additional 7,403 jobs were created as a 

result of activity at bases and facilities, for a total of 26,368 jobs created in Nebraska. A total of $1.55 billion in 

direct economic activity and $1.07 billion in employee compensation occurred at the military installations located 



in the State.  Activity at bases and facilities generated an additional $1.01 billion in economic output and $314.5 

million in employee compensation across the State. This resulted in a total of $2.55 billion in economic output, 

and $1.38 billion in employee compensation for Nebraska workers.  The report also showed that a total of 13,746 

Nebraska military retirees are receiving pay from the DoD and retirement compensation or pensions totaling 

$373.0 million in FY 2016. Retirement and pension spending by these retirees in Nebraska generated 2,783 new 

jobs in Nebraska (in addition to the 26,368 noted above), resulting in $114.2 million in compensation to these 

employees. 

Analysis 

Unfortunately, in Nebraska, according to the Veterans Administration (VA) approximately 2% of veterans are being 

lost annually (which is higher than the national average) while other states, such as Texas, Florida, and New York, 

which exempt military retiree pay from taxes, have seen their retired military populations significantly increase.  

The VA also projected that nearly half of the current number of military retirees in Nebraska will be gone by 2045.  

Something must be done to alleviate that shortfall and become competitive with other States.  Something that 

must be done today, not tomorrow or the next day.  This chart emphasizes the need to get started on retention of 

military personnel after service: 

 

 

 

 

 

 

 

 

 

 

 

Military retiree revenue from 2017, alone, clearly indicates the impact military retirees have on the State of 

Nebraska.  There were 14,764 military retirees in Nebraska, with an average pension of $31,114 which computes 

to over $459M introduced into the State economy.   Another significant statistic inside those numbers is the fact 

only 6,783 of those retirees were over the age of 65, clearly indicating the majority of retirees in all probability are 

employed in various civilian or government operations.  Bringing in more and more revenue to the State.  This 

chart shows the definitive numbers: 

 

 

 

 

 

 

 

 

 



The amount of money brought in from pensions over the lifespan of a military retiree is significant.  The chart 

below displays that level of revenue being garnered from military retirees: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Location for retirement is of utmost importance for military retirees and is primarily influenced by several factors.   

The primary one being taxes.    A total of 31 states do not tax military pensions, 10 have various special 

exemptions and 9 fully tax.  The graphic below clearly depicts the unfortunate tax situation now found in Nebraska 

when compared to other States, thereby root cause for the loss of our military retirees.  Sadly, Nebraska’s tax 

incentives for military retirees fails to recognize any retiree before July 2012.  Thousands of them entering or 

entered the workforce.  And, after that date, the program has a confusing retirement pension system providing 

very little incentive to remain long-term in the State following military retirement.  Considering the other factors 

outlined below indicating Nebraska is an opportune State for retirement, the question of why military personnel 

leave the State can only be answered by a failure to provide tax incentives. 

 

 

 

 

 

 

 

 

 



Though tax incentives are seriously lacking, there are great reasons for veterans to remain in Nebraska: 

a.  Price of housing. Omaha is ranked 5th in America by extraspace.com as one of the best cities for 

veterans to retire because of a low cost of living, a booming local job industry, and other factors.    

b. Size of Active Duty Installations.  In addition to the large Offutt Air Force Base, Nebraska has numerous 

Guard and Reserve locations around the State.  

c. Civilian retirees typically prefer warmer climates, particularly if they have more leisure time.  

However, military personnel typically retire after 20-30 years of service and are likely to be in an age 

range of 37-51 and nearly every one of them start a second career in government, private, or non-

profit jobs.  The State’s unemployment rate, of course, is a factor in retirement location and climate 

becomes secondary to job sources.  Nebraska has maintained an excellent unemployment rate and is 

a barometer of the State’s health that is attractive to military retirees.  This chart clearly depicts the 

likelihood that a military retiree will be at an age when leaving the service to necessitate entry in the 

civilian employment process: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The information provided above giving rational for remaining in Nebraska has only one major shortfall to retention 

of military retirees in Nebraska.  Incentive tax breaks.  If applied correctly, it would allow the cost of the incentive 

to be significantly offset by a number of increased revenue factors: 

a. The State’s employment rankings would be enhanced. 

b. Total business sales would be increased. 

c. Consumer spending would increase for housing, products and services. 

d. As indicated above, most military retirees would transition to a civilian job, many for decades.  Taxes 

gained from that employment would tremendously offset any given military pension tax incentive. 



e. The U.S. Census of 2013 indicated there were 16,817 veteran owned businesses in Nebraska.  This 

number would increase with improved retention efforts and the increased revenue would surely 

offset any tax incentive.   

f. Spending within the educational arena would be enhanced from military personnel utilizing G.I. Bill 

benefits in Nebraska colleges and technical training schools. 

g. The many military retirees who choose to work after retirement can provide a badly needed source of 

talent for firms experiencing shortfall in recruiting specialized talent.  Military personnel can fill unique 

positions such as engineering, computer science, management, health care, communications, law 

enforcement, security, education, and many other areas. 

h. Concurrent Retirement and Disability Pay (CRDP) allows military retirees to receive both military 

retired pay and Veterans Affairs (VA) compensation.  There are various rules under this program but, 

essentially, a regular retiree with a VA disability rating of 50 percent or greater would receive this 

compensation.  VA healthcare needs are prevalent in military retirees, particularly in those serving for 

over 16 years in war since the events of 9/11.  The impact upon Nebraska revenue from their VA 

expenditures is tremendous.  The chart below shows the number of veterans in our State receiving 

compensation: 

 

 

 

 

 

 

 

 

This results in a huge expenditure by the VA to support that number of veterans.  This chart shows 

that impact: 

 

 

 

 

i. Another revenue impact from the military retiree is from payments made to survivors of the 

deceased, the Survivor Benefit Plan (SBP).  It allows a military retiree to ensure, after death, a 

continuous lifetime annuity for their dependents. The annuity which is based on a percentage of 

retired pay is called SBP and is paid to an eligible beneficiary.  In 2017 there were 1924 survivors in 

Nebraska receiving monthly payments that total $3.5M, income being spent in the Nebraska 

economy. 

j. Many military members and their families receive monthly benefits indexed to the CPI from Social 

Security.  As full participants in the Social Security system, military personnel garner additional income 

along with health benefits which, in turn, introduces millions and millions of dollars into the Nebraska 

economy. 

k. A 2015 analysis by the DoD Office of Economic Adjustment (OEA), providing a study of the Economic 

Impact of Military Presence shows that Nebraska had $1.5B in defense spending supporting 16,776 

defense personnel (Active, Civilian, Guard/Res) and employed 4,545 jobs with a total payroll of about 

$150 million.  Many of these jobs require military specific technical skills and with a retention loss it 

will be difficult, at best, to not only fill the jobs but fill them with qualified personnel. 



l. Considering the average age of military retirees, many have family members in the Nebraska 

employment arena and provide a huge increase in Nebraska revenue from jobs, college, housing, etc.  

I found no statistics on this but believe it is a significant impact on State revenue. 

As mentioned previously, States not providing tax incentives on military pensions are suffering significant losses of 

retirees.  As example, in a study by California who provides no tax incentives and are deeply concerned about the 

attrition of military retirees, they found ending pension taxation would have raised the number of military retirees 

by about 6,400 in 2016 over what existed. The difference could grow to nearly 8,000 in 2020 and 10,000 by 2025.  

Efforts To Improve Retention 

There has been an effort, albeit failing to garner adequate support by Nebraska legislators, to improve retention of 

military retirees through tax relief on their pensions.  LB153, introduced by Senator Tom Brewer on behalf of 

Governor Pete Ricketts, would replace the current and ridiculous tax program on military pensions.  LB153 would 

allow an individual to exclude 50 percent of his or her military retirement benefit income to the extent included in 

federal AGI.  The state Department of Revenue estimates the bill would reduce state income tax revenue by a total 

of $42.9 million over the four fiscal years beginning with FY2019-20.  However, if you consider the revenue 

increase from the areas outlined above, that reduction would be significantly lower, if not eliminated. 

Colonel Dan Donovan, USAF (Ret), President of Military Officers Association of America (MOAA) Heartland of 

America Chapter, has led efforts to push the legislation through. He has previously testified before the state's 

revenue committee about tax incentives for veerans.   

“It's beneficial to retired veterans and Nebraska,” Donovan said.   

Donovan said Nebraska is operating at a disadvantage because surrounding states already offer tax exemptions on 

military retirement pay. He said friends have left Nebraska for Texas and Iowa, enticed by those states' breaks on 

military income tax.  “By attracting and retaining military retirees to Nebraska the State's workforce would 

diversify and grow. Veterans bring specialized expertise and technological skills”, he said. 

Tax relief for Nebraska’s veterans is important for three reasons: 

a. To remember the sacrifices Nebraska veterans and their families.  

b. Be more competitive regionally and nationally in recruitment and retention of military veterans 

separating from service. Unfortunately, veterans leave Nebraska for states with lower taxes.  Case in 

point are the veterans at Offutt AFB in Omaha.  Would it not be worthwhile living a few miles into 

Iowa territory where military pensions and even military salaries are not taxed while being employed 

at Offutt AFB?  How many are doing so?  Or, after retirement, move (as many have told me they are 

doing so) to a State providing pension tax incentives while also honoring their service. 

c. As mentioned previously, the current tax incentive is a bit ridiculous.  Those retiring before July 2012, 

for example, have no tax break and if you look at a chart above regarding retirement ages this would 

place most of them today around 37-51 years old.  Still employed in the civilian market but leaving 

Nebraska to other States to gain better tax breaks.  

Summary 

It is critical that tax incentives be initiated.  Although LB153 is a start and should be supported by all Nebraska 

legislators, more will be needed.  A 50% tax incentive is not competitive with most other States, many of whom 

are working at this very moment to increase their incentives for military personnel retention.  A 100% tax 

incentive, along with the aforementioned areas indicating Nebraska being an optimum state to reside and seek 

employment in, would certainly combat the forecasted 25-year continual loss of personnel and subsequent huge 



revenue loss.  Therefore, it is highly recommended LB153 or a revision of it to elevated to 100%, be supported by 

Nebraska legislators and passed in this session. 

 

Note:  Data in this report was sourced from various studies and identification of those sources can be provided 

upon request. 

 

 

 

 


