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TOPICS OF 

DISCUSSION 

• Overview of Arkansas Tax 

Policy 

• State-Local Tax Burden 

• State Business Tax Climate 

Index 
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COMPARATIVE STATE TAX 
POLICY 

 We think of state tax policy in four large categories. 

 Tax Rates 

 Tax Collections 

 Tax Burdens 

 Tax Structure 



TAX RATES 
INDIVIDUAL INCOME TAX 



TAX RATES 
CORPORATE INCOME TAX 
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STATE-LOCAL TAX BURDEN 

• Tax burden is the portion of income 

that goes to taxes 

• Tax collections is amount received 

by state; tax burden is amount paid 

by residents 

• Incidence: Gasoline taxes 

• Incidence: Corporate income tax 
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STATE-LOCAL TAX BURDEN 
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ARKANSAS, FY 2012 

STATE-LOCAL TAX BURDEN 

• 10.1 percent 

• 17st highest 

• $2,552.18 to in-state 

governments and $966.83 

to out-of-state 

governments 



STATE-LOCAL TAX BURDENS 

 



MAJOR STUDIES 

STATE BUSINESS TAX CLIMATE INDEX 

• Comprehensive look at state tax 

structures 

• The how rather than the how 

much 

• Five areas of tax: 

• Individual income taxes 

• Corporate income taxes 

• Sales and excise taxes 

• Property taxes 

• Unemployment insurance taxes 



STATE BUSINESS TAX CLIMATE INDEX 

Overall: 38th 

Corporate: 42nd 

Individual: 29th 

Sales: 43rd 

Unemployment Insurance: 43rd 

Property: 27th 



STATE BUSINESS TAX CLIMATE INDEX 



STATE BUSINESS TAX CLIMATE INDEX 
CORPORATE INCOME TAX 

• Arkansas’s rate is 24th highest and 

higher than many neighboring 

states, and it has more brackets. 

• NOLs lag other states at 0/5 years.  

• Arkansas still uses a throwback 

rule. 

• Arkansas has a number of 

distortionary credits. 



STATE BUSINESS TAX CLIMATE INDEX 
CORPORATE INCOME TAX 

• Arkansas’s 6.9 percent top rate is 14th 

highest and higher than many 

neighbors.  

 

• Three rate schedules with four to six 

brackets each creates complexity. 

 

• Arkansas has a marriage penalty. 



STATE BUSINESS TAX CLIMATE INDEX 
SALES TAX 

• Arkansas’s combined state-local 

sales tax rate (9.3 percent) is the 

third highest in the country, 

behind only Tennessee and 

Louisiana. 

 

• Arkansas includes a number of 

business inputs in the sales tax 

base, such as machinery and 

equipment and some business 

services.  
 
 

 



STATE BUSINESS TAX CLIMATE INDEX 
PROPERTY TAX 

• Arkansas still has a franchise 

tax, one of only 17 states with 

such a tax.  

 

• Arkansas also taxes inventory, 

one of only 14 states to include 

it in the property tax base.  



CONCLUDING THOUGHTS 

 A package of reforms can tremendously help Arkansas’s 
competitiveness.  

 Cutting revenue does not have to be the only criterion. 
Many of these reforms can combined to offset revenue 
losses.  

 Tax triggers can mitigate concerns about revenue 
availability. 
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