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New report on marijuana revenue forecasting

1. Forecasting state tax revenue from 
legalized recreational marijuana has 
been difficult

2. State marijuana revenue collections have 
grown, albeit unpredictably

3. The best way to manage these 
forecasting challenges is to budget the 
revenue carefully



Legalized recreational marijuana 
without active sales market

10 states and DC have legalized recreational marijuana
Promise of new revenue attracts state interest 

Legalized recreational marijuana 
with active sales market Note: Illinois legalized recreational marijuana effective January 1, 2020



Marijuana taxation varies state by state
Tax structure affects total revenue collections 

Source: Pew analysis of state laws



5

Initial trends show year-over-year revenue growth
Rate of growth has tapered over time in Washington

Source: Washington Department of Revenue
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Forecasting challenges are wide and varied 
States have mixed record on accuracy

Revenue collected for the first six months of sales 
totaled 40 percent higher than forecasted

Revenue collected for the first six months of sales 
totaled 45 percent lower than forecasted
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• Estimating demand for recreational marijuana, degree of use

• Determining price and how, when it may change

• Understanding other market factors, geographic dynamics

Lack of historical data poses biggest challenge
Variety of factors affect forecasting for new market
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• Limited resources: National Survey of Drug Use and Health, state-
specific polls

• Shifts in consumption trends for different types of products

• Conversion from the medical and black markets

Unique challenges to estimating use and demand
States consulted limited available resources
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Prices remain uncertain
Difficult to determine when they will stabilize

• Prices tend to spike initially - then decline

• Outstanding question: By how much will prices drop?

• Outstanding question: How do states know if prices have 
stabilized?

• Prices also have indirect effect on tax revenue
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Market start-up and geographic dynamics are 
factors
Regulations, cross-border sales, tourism impact collections

• Some states underestimated business start-up time

• Nevada, Alaska generate substantial revenue from tourism

• Neighboring states may see cross-border sales
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Recommendations:

• Direct unpredictable revenue 
to one-time expenses, 
savings

• Exercise caution when 
budgeting revenue for 
ongoing programs

Example: Nevada deposits some 
of the revenue into its rainy day 
fund

Example: California, Colorado use 
the revenue the year after it is 
collected

Mitigating forecasting challenges requires 
careful budgeting
States should consider one-time spending, savings 
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