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Research Approach

Evaluate Economic Effects, delineating

1. Total Industry Contribution

2. Economic Impacts – Direct & Secondary

3. Fiscal Impact

Baseline: Projection of existing medical market, 
with growth equal to the rest of the economy.



Projecting Total Demand



Projecting Total Demand

Two scale variables: Population & Personal Income

• Per capita:
Average = $681.7 M

• Income shares:
Average = $552.1 M

Plus …
• Industry Age: 

Suggests growth curve
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Components of Demand

1. Existing Medical Marijuana
• Baseline, no impact

2. Diversion from Illicit market
• No direct economic impact 

• Significant fiscal impact

3. New Consumers
• Offset by reductions in other spending, small impact

• Fiscal impact remains (supplemental sales tax)

4. Tourist spending 
• Economic and Fiscal impact



Components of Demand

Medical vs. Adult Use:   Medical projected to fall from 40% to 
20% of total (based on experiences of Colorado and Michigan) 



Components of Demand

Out-of-State Spending:  Illinois experience suggests 30%.



Components of Demand

In-State Spending:  Diversion from existing markets vs. New Demand



Components of Demand

Tourism Spending broken down into three groups:
•Existing Tourism (40%)

o Individuals who would already come to the state, but they 
shift some of their consumption towards the new industry. 

•New Visitors (50%)
o Individuals that live near the state and visit specifically to 

purchase and consume cannabis. This group has a different 
spending pattern than standard tourists as their main reason 
for visiting the state is the purchase and consumption of 
cannabis and cannabis related products.

•New Tourism (10%) 
o Individuals that did not come to Arkansas previously but are 

now induced to vacation in Arkansas due to the new 
industry.



Model Simulations

We use a customized, modified dynamic model of the 
Arkansas economy from REMI that tracks

• Direct Effects
• Secondary Effects

o Indirect Effects (payments to suppliers)
o Induced Effects (spending by employees, etc.)
o Dynamic Effects 

Sorting through the relevant effects, we seek to  calculate
• Measured Impact
• Economic Impact
• Fiscal Impact















Assuming NO new tourism provides a low-impact scenario:





High-impact vs. Low-impact effects on state sales tax collections:





Conclusion/Proviso:

Our results are sensitive to some of the calculations and 
assumptions used to calibrate the model, but by presenting our 
findings component-by-component we hope to have provided 
enough transparency that a discerning reader will be able to 
independently evaluate details of our conclusions.


