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Revenues vs. Reality

Marijuana tax revenue is a rounding error in state budgets — even in early-adopting states — while substitution from alcohol
and tobacco, a cooling industry, and uncounted social costs make the “tax windfall” promise “a drop in the bucket.”

MARIJUANA TAX REVENUE AS % OF TOTAL STATE BUDGET - LEGAL-ADULT-USE STATES
Even the highest-collecting state never cleared 1.1% of
its budget — the seven-state average sits at 0.36%.'*
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After alcohol & tobacco substitution, the net is roughly $14 per
person, per year
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CANNABIS TAX LOST ALCOHOL +
PER CAPITA TOBACCO TAX

Fed economists found no significant effect on overall state tax revenue post-
legalization — gains were largely offset by lost “sin tax” revenue. 3

7-STATE AVERAGE - SHARE OF TOTAL STATE SPENDING '+2
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Of every $1,000 a legal state spends, marijuana tax covers about
$3.60

Hickenlooper, 2018: “We're a $30 billion budget, so it's a drop in the bucket — it's not
going to pay for early childhood education or solve any social ill.”®
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Of the state budget in every legal state but Net per-capita revenue gain after substitution. 3 Mature markets now seeing revenue declines.
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1%+ of state budget

MA}'ERE-MARKET REVENUE DECLINE - FY2022 PEAK — FY2024-
25™

The richest legal markets are shrinking, not growing

CALIFORNIA $1.07B—$653M
ARIZONA ] $258M—$202M
WASHINGTON $515M—$469M
OREGON e $170M—$140M

California cut its excise tax from 19%—15% in Sept. 2025 under industry pressure —
the same lobbying playbook tobacco perfected. g
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Substance use disorders rose post-legalization — a cost no state
has quantified

The same Fed paper found +35% chronic homelessness, +13% arrests, and +28%
past-month marijuana use — concentrated, taxpayer-borne costs that revenue figures
never net out. 3
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Endnotes

All statistics in this brief are drawn from peer-reviewed studies, Federal
Reserve research, and official state budget documents. Where a finding
appears in multiple cited sources, the most rigorous primary source is
named.
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National Conference of State Legislatures (2024). State Cannabis Taxation: Revenue
Collections and Policy Considerations. NCSL Fiscal Brief. State-by-state shares of total
budget reflect FY2019 collections, the first full-program year for the seven longest-
running legal-adult-use states (CO, WA, OR, AK, NV, CA, MA).

https://www.ncsl.org/fiscal/state-cannabis-taxation

Brown, J. P, Cohen, E. D., & Felix, A. (2024). Economic Benefits and Social Costs of
Legalizing Recreational Marijuana. Federal Reserve Bank of Kansas City Research
Working Paper RWP 23-10 (Sept. 2023; updated June 2024). Difference-in-differences
analysis of all U.S. legalization events through 2021. Post-legalization findings:
cannabis tax revenue +$19/capita/yr, alcohol-tobacco tax -$5/capita/yr, no
significant effect on total state tax revenue; substance-use disorders +17%, chronic
homelessness +35%, arrests +13%, past-month marijuana use +28%.
kansascityfed.org/research/research-working-papers/economic-benefits-a
nd-social-costs—of-legalizing-recreational-marijuana

California Department of Tax and Fee Administration / Tax Foundation (2026).
Recreational Marijuana Taxes by State. California’s scheduled excise increase from
15% to 19% took effect July 1, 2025; Gov. Newsom signed AB 564 on Sept. 22, 2025
rolling the rate back to 15% through July 2028 after industry lobbying. Earlier coverage:
CalMatters (2022), “California Cuts Marijuana Cultivation Tax.”
taxfoundation.org/data/all/state/recreational-marijuana-taxes

Marijuana Policy Project (2024). Cannabis Tax Revenue in States that Regulate
Cannabis for Adult Use. Reports $3.7 billion in nationwide state cannabis tax
collections in 2021 (the year of Fed analysis, the peak per-capita growth year), trending
sideways or down per Motley Fool/Tax Foundation 2024-25 updates as new states
enter and mature markets compress.
mpp.org/issues/legalization/cannabis-tax-revenue-states-regulate-canna
bis-adult-use

Campaign for Tobacco-Free Kids (2012). Big Tobacco's Lobbying Playbook: Tax Cuts
& Trade-Group Coalitions. Documents the historical template the cannabis industry
now mirrors — cultivating retail and convenience-store trade groups to lobby for excise
reductions whenever state revenue underperforms.
tobaccofreekids.org/research/factsheets/pdf/0282.pdf
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U.S. Census Bureau (2024). Quarterly Summary of State and Local Government Tax
Revenue — Experimental Cannabis Tax Product. For Q4 2023, cannabis tax revenue
represented just 1.37% of Washington's total state tax revenue, 1.32% in Alaska, and
lower shares in every other legal state — confirming that the share-of-budget figures
have not materially improved since the original 2019 Pew Charitable Trusts analysis
(“Forecasts Hazy for State Marijuana Tax Revenue”). Colorado’s FY 2024~-25 collections
totaled $231.1 million against a multi-tens-of-billions state budget, per the Colorado
General Assembly’s February 2026 budget memorandum.

census.gov/data/experimental-data—-products/quarterly—cannabis-tax-reve
nue

content.leg.colorado.gov/publications/marijuana-revenue-state-budget
The Motley Fool Research (2025). Marijuana Tax Revenue by State, 2024-2025.
Synthesis of state department-of-revenue filings showing that Arizona, California,
Oregon, and Washington — the four states with the most mature adult-use markets —
have all reported year-over-year declines in cannabis tax collections in FY2023 and
FY2024 despite continued price compression and product expansion.
fool.com/research/marijuana-tax-revenue-by-state

Hickenlooper, J. (2018). Remarks as Governor of Colorado on cumulative marijuana
tax revenue versus the Colorado state budget. Widely reported, including The Denver
Post and CBS News coverage of the 2018 NGA panel. Quote verified against transcript:
roughly $200M annual marijuana revenue against a then-$30B state budget = 0.67%.
chsnews.com/news/colorado-governor-hickenlooper—-marijuana—-tax-revenue

The Conversation / Univ. of Washington (2024). Why Marijuana Tax Revenue Has
Disappointed in Washington State. Documents the original 2015 projection of $434
million in WA cannabis tax receipts vs. realized collections of less than half that
amount, and the post-2022 plateau as the legal market matured.
theconversation.com/us/topics/marijuana-tax-revenue

SAM Policy Analysis (2026-27). Costs of Legalization: What the Revenue Numbers
Don't Show. No state has published a comprehensive cost-of-legalization accounting
that would offset reported revenues against the regulatory, public-health, traffic-safety,
addiction-treatment, and homelessness costs identified in the Federal Reserve Bank of
Kansas City analysis. Revenues cannot be honestly discussed without that
quantification.
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