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Abstract: State governments in the United States are increasingly relying on 

marijuana taxes to generate public revenue.  But forecasting tax revenue requires 

accurate measures of the price elasticities of both supply and demand, and prior 

research has not estimated both elasticities together, often neglecting supply 

entirely.  We utilize an approach that allows the two elasticities to be jointly 

determined from the same market data, and we exploit a recent natural experiment 

in which the overall tax rate on marijuana was more than doubled.  We find price 

elasticities ranging between 1.2 and 4.5 for supply, and from -0.36 to -0.20 for 

demand. 
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