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The Problem

Arkansas cities and counties can hold special elections to increase sales tax rates. Voter turnout at
these special elections is much lower than when similar votes are held in general elections. Special

elections for sales tax increases directly contribute to Arkansas having one of the highest combined
local and state sales tax rates in the country.

Arkansas Has the Third Highest Combined
Local and State Sales Tax Rate in the Country
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e From 1981 through 2020, about 82% of the local option sales tax elections took place as special
elections, not during general or primary elections.

e Voter turnout is much lower at special elections: about 19% on average compared to 23% in
primaries and 44% in general elections. In many cases, it is much lower.

e Tax increases are much more likely to pass in special elections, with a 76% success rate compared
to 44% in general elections.

e These elections are not free. Setting up a special election costs real resources, when it essentially
is free to add it to a general election ballot.


https://taxfoundation.org/publications/state-and-local-sales-tax-rates/
https://taxfoundation.org/publications/state-and-local-sales-tax-rates/

Example

In June 2018, voters in Sherwood, Arkansas approved a 0.25% permanent sales tax for the
general fund (voters also approved a 0.75% temporary sales tax to fund roads and flood relief).
Of the 23,808 estimated adults of voting age in the city, only 1,153 individuals voted on the
measure, a turnout rate of less than 5 percent.

The measure barely passed, with 597 in favor and 556 against. In other words, only about 2.5% of
voting age adults approved of this permanent tax increase. A general election was held less than five
months later in November 2018. Had the tax increase been on the ballot in that special election,
when 55% of Pulaski County voters turned out, the outcome would have more strongly reflected
residents’ wishes.

Arkansas County Sales Tax Rates

A weighted average of sales taxes within each county, including
the state sales tax, county sales tax, and city sales taxes.
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https://www.arkansasonline.com/news/2018/jun/20/sherwood-approves-tax-issue-20180620/?f=elections

The Solution

Local option sales tax votes should be restricted to specific dates. Ideally, they could only be held
during general elections, as are statewide ballot measures, Arkansas’s other main form of direct
democracy. This solution would maximize voter turnout and ensure more citizens have a say in the
level of taxes in their community.

A second-best solution would be to hold these elections on a fixed date, such as the first week of
November, in odd years when there is no general election.

Another state that serves as a good model is Texas, which requires sales tax votes to be held on “uni-
form election dates,” which occur twice a year in March and November.

Also, South Carolina requires that local option sales tax elections be held during the general election
only. They do allow elections to be held in odd-numbered years, but still on a fixed date in November
(and many cities in South Carolina hold their municipal elections on this date too).


https://www.tml.org/DocumentCenter/View/68/Texas-Municipal-League-Revenue-Manual-for-Texas-Cities-PDF
https://law.justia.com/codes/south-carolina/2019/title-4/chapter-10/section-4-10-30/

Frequently Asked Questions

Question

If voters cared about local option
sales tax increases, wouldn’t they
turn out to the elections whenever
they were held?

Won't it be impossible for cities and
counties to increase sales taxes if
these measures appear on the ballot
during general elections?

Does restricting special elections
prevent citizens from exercising
control over their government?

What if there is an emergency that
requires a tax increase?

Does a special election allow voters
to focus on one issue without being
distracted by everything else on the
ballot?

Isn’t local control and
decentralization important?
Why should the state tell local
governments what they can do?

Answer

Voter turnout in regularly scheduled elections is low. Voter
turnout in irregularly scheduled elections is even lower. If
officials care about including more of their constituents in
these decisions, they need to make them as regular and
predictable as they can.

Almost half of sales tax increases pass during general
elections. Changing the timing of the elections may reduce
the number of tax increases, but it would not be likely to
eliminate them.

Requiring sales tax measures to be included on the ballot
only during higher-turnout elections can help ensure that
more citizens make their voices heard on these issues.

This concern could be addressed in any change in the rules
about sales tax elections. For example, HB1402 of 2019 in
Arkansas (which did not pass) provided an exception and
allowed elections to be held on any date in the case of “a
fire, flood, tornado, or other natural disaster which if not
addressed by an election will render the governing entity
financially incapable of performing its lawful duties and
obligations.”

Potentially, but this must be weighed against the other
downsides, such as low voter turnout. Also, statewide ballot
issues are always held during general elections, but voters
are able to focus on these issues without distraction in
many cases.

The Association of Arkansas Counties and Arkansas
Municipal League spoke in favor of the 2019 bill which
would have limited the dates of special elections, indicating
there would not be a large adverse impact on counties and
cities.


https://www.arkleg.state.ar.us/Bills/Detail?ddBienniumSession=2019%2F2019R&measureno=HB1402
https://www.arkansasonline.com/news/2019/feb/14/house-s-bill-1402-would-narrow-days-for/?news-arkansas
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https://www.arkansasbusiness.com/article/125827/not-so-special-elections-aaron-newell-commentary
https://uca.edu/acre/2017/03/16/the-sales-tax-special-elections-and-voter-turnout/
https://uca.edu/acre/files/2019/02/sales_tax_elections_2019.pdf
https://www.sog.unc.edu/sites/www.sog.unc.edu/files/reports/2017-05-31%2020141101%20REPORT_LOSTs%20in%20Detail_Afonso.pdf
https://www.sog.unc.edu/sites/www.sog.unc.edu/files/reports/2017-05-31%2020141101%20REPORT_LOSTs%20in%20Detail_Afonso.pdf
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