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THE TAX AND ITS REACH

Nebraska is one of a shrinking number of states that
still tax the transfer of property at death, and the only
state to impose such a tax at the local level. Some
states impose estate taxes, which fall on the
decedent’s estate above some exclusion, typically of
several million dollars. Nebraska is one of five states
with an inheritance tax, which is levied on individual
beneficiaries receiving property and has much lower
exemption thresholds.

When Nebraska’s inheritance tax was adopted in
1901,1 Nebraska had neither an income tax nor a
sales tax. The tax, which encourages outmigration of
retirees and can break up small businesses and family
farms, is a relic of an earlier era. Most states have
repealed their estate and inheritance taxes, and
Nebraska is long overdue to do the same.
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BENEFICIARIES AND FAMILY ENTERPRISES

Nebraska’s Inheritance Tax is
Unusually Broad
Nebraska’s inheritance tax distinguishes among three
classes of beneficiaries, each with their own
exemption and rate. Immediate family members pay 1
percent on inheritances over $100,000, while more
distant relatives pay 11 percent above a $40,000
threshold and all other heirs pay 15 percent above
$25,000. Nebraska is one of only two states, along
with Pennsylvania, to impose any tax on immediate
family, taxing children (and their direct descendants),
siblings, parents, and grandparents.

Nebraska’s original 1901 exemption was $10,000,
worth roughly $390,000 in today’s dollars, whereas
current thresholds range from $25,000 to $100,000.
Because the thresholds are not indexed for inflation,
the tax captures a greater share of beneficiaries (and
their inheritances) than it did originally.

These thresholds are dramatically lower than those
associated with estate taxes. The stingiest state with
an estate tax, Rhode Island, has an exemption of
$1,838,056. New York’s estate tax exemption is $7.35
million and Connecticut’s is $15 million. Under estate
taxes, there are very few payers.2 This contrasts
sharply with treatment under Nebraska’s exemptions,
which range from $25,000 to $100,000. The tax raised
$101.5 million in FY 2026, over 60 percent of which
came from Class 1 beneficiaries, the class that
includes children and other close family members.3

The inheritance tax is a tax on ordinary people and on

family farms, small businesses, and savings passed
down through generations.

Nebraska’s Inheritance Tax Puts
Family Farms and Businesses at
Risk
When beneficiaries receive cash or publicly traded
assets, they can satisfy their inheritance tax liability by
liquidating a portion of those assets and paying with
the proceeds. Paying inheritance tax on a farm, a
family business, or a minority business interest,
however, creates greater hardship, as the beneficiary
may need to borrow, dispose of (or sell an interest in)
the business, or liquidate other assets to pay tax on
the illiquid inheritance.

Federal and most states’ estate taxes rarely hit farms
and family businesses due to high-dollar exemptions,
favorable special-use valuations for farmland and
small businesses,4 and the option for estates with
closely held businesses and farms to pay in
installments for up to 15 years at low interest. In
Nebraska, low thresholds capture both small
businesses and family farms; there are no special-use
valuations; and tax is due within 12 months, with
penalties and interest (at 14 percent) accruing for late
payment.5 The burden is particularly significant for
less closely related or unrelated business partners,
who would owe 11 or 15 percent of the inherited
business’s value.

Inheritance Tax Rates and Exemptions by Beneficiary Class

Beneficiaries Exemption Rate

Class 1 - Children, parents, siblings, grandparents, lineal descendants $100,000 1%

Class 2 - Aunts, uncles, nieces, nephews, their descendants and certain spouses $40,000 11%

Class 3 - Most other beneficiaries $25,000 15%

Source: Neb. Rev. Stat. § 77-2004 – § 77-2006.
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COUNTY REVENUE AND THE CASE FOR REPEAL

Nebraska’s Inheritance Tax is an
Unreliable Source of Revenue
Statewide, inheritance collections declined 1.3
percent between FY 2024 and FY 2025 before rising
9.8 percent in FY 2026. But this relative stability
disguises dramatic shifts at the county level, where
Nebraska’s inheritance tax is collected: 73 of
Nebraska’s 93 counties experienced a year-over-year
revenue swing of 50 percent or more in the past two
years.

Polk County’s inheritance tax collections totaled
$845,000 in FY 2024, $2.97 million in FY 2025, and
$584,000 in FY 2026. Logan County collected
$42,000 in FY 2024, less than $3,000 in FY 2025, and
$176,000 in FY 2026. Franklin County swung from
$916,000 to less than $100,000 to $263,000. Nance
County collected $778,000 in FY 2025 and nothing in
FY 2026. Kearney County raised $1.64 million in FY
2025 and $544,000 a year later. Greeley County
collected $3.63 million in FY 2024, then $427,000 and
$304,000 in the next two years. County-level
inheritance taxes have far too small and inconsistent a
base to support responsible budgeting.6

Nebraska’s Inheritance Tax is
Economically Harmful
In addition to forcing the sale of businesses and
farms, inheritance taxes discourage investment and
business expansion and incentivize economically
inefficient tax-avoidance strategies. The tax
encourages wealthy residents to leave the state in
retirement so that their later bequests are not eroded
by inheritance taxes, depriving the state of years of
income and other tax revenue. Economists Joel
Slemrod and Jon Bakija calculated that if a typical
wealthy retiree who would otherwise be subject to
state inheritance and estate taxes leaves the state five
years before their death, state revenue losses could
be 1.73 times the tax revenue collected upon their
death.7

The wealthiest families can often avoid the tax or at
least reduce their liability through complex tax
planning or tax-incentivized relocation. These tax
responses are economically inefficient, changing
investment strategies and yielding
otherwise-undesired moves. Meanwhile, ordinary
Nebraska households pay the tax, often on illiquid
family farms and small businesses, introducing further
economic harm.

Nebraska’s Inheritance Tax
Should Be Repealed
The inheritance tax falls on savings that were already
taxed as income when earned, penalizing the savings
and investment of families that chose to build
something of value. It falls hardest on illiquid family
enterprises, drives residents and capital out of state,
and creates hardships for families while they are
grieving.

The tax, which typically accounts for 3 to 4 percent of
county budgets, does outsized harm for the revenue it
raises. In a Platte Institute-commissioned poll
conducted in 2025, 65 percent of Nebraskans
supported repealing the inheritance tax, while only 22
percent opposed. Repealing the tax would remove a
harmful, inequitable, and widely disliked tax, making
Nebraska a better place to start a business and run a
family farm, and a place where families stay for
generations to come.
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