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Colorado, exceeded their own initial projections.12 Other governments, such as New York City 
and California, have had more disappointing returns. This report will focus on Vermont, 
California, and New York City as illustrative examples of the accuracy and inaccuracy of legal 
marijuana revenue projections across the country. 
 
As to why some of these projections were inaccurate, it is challenging to provide a definitive 
answer. This is because any research on projections is still ongoing. However, the aim of this 
report is to provide a list of states and cities where revenue projections fell short, and then 
provide data on how state regulation affected the legal marijuana market. It is important to note 
that state and city governments only receive revenue from legal, licensed marijuana sellers. Illicit 
marijuana markets exist everywhere and do not contribute to the state’s tax revenue.13 
  

States Revenue Projections 
 
State governments create revenue projections in a variety of ways. As of 2015, thirty-one states 
and the District of Columbia had their own formal revenue estimating group which managed 
projections. In eight states, the executive branch was entirely responsible for forecasting revenue 
for the budget. In eight other states, an independent board or commission. In many of these 
states, however, different actors from across the state government cooperate on budget 
forecasting. This approach, called, “consensus forecasting,” is utilized in twenty-five states. It 
involves input from legislative committees, executive agencies, and other organizations.14 
Vermont utilizes this approach.15  
 
Overall, state revenue forecasts have decreased in accuracy over the last several decades.16 This 
cannot explain the inaccuracy of marijuana revenue projections, howeverns, ho2 [(f)2ed 

https://www.denverpost.com/2014/02/19/hickenlooper-expects-marijuana-tax-money-to-exceed-prior-expectations/
https://www.denverpost.com/2014/02/19/hickenlooper-expects-marijuana-tax-money-to-exceed-prior-expectations/
https://www.natlawreview.com/article/state-market-cannabis
https://www.taxpolicycenter.org/publications/revenue-forecasting-practices/full
https://www.pewtrusts.org/%7E/media/assets/2011/03/01/003_11_ri-states-revenue-estimates-report_v1040711.pdf


https://legislature.vermont.gov/Documents/2024/WorkGroups/House%20Ways%20and%20Means/Cannabis%20Revenue/W%7ETed%20Barnett%7ECannabis%20Revenue%20Update%7E1-20-2023.pdf
https://legislature.vermont.gov/Documents/2024/WorkGroups/House%20Ways%20and%20Means/Cannabis%20Revenue/W%7ETed%20Barnett%7ECannabis%20Revenue%20Update%7E1-20-2023.pdf
https://ljfo.vermont.gov/assets/Publications/Senate-Bills/073eea1494/S.54-Fiscal-Note.pdf
https://vermontstatecannabis.org/business
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cultivators affected by the flood will yield between fifty and seventy-five percent of what they 
grew in 2022.”31 
 
New York City  
 
The 2018 projections by the New York City Comptroller’s Office and Bureau of Budget 
estimated that with a ten percent 

https://www.vermontpublic.org/local-news/2023-11-08/control-board-to-limit-new-cannabis-licenses-to-protect-small-growers
https://www.vermontpublic.org/local-news/2023-11-08/control-board-to-limit-new-cannabis-licenses-to-protect-small-growers
https://comptroller.nyc.gov/reports/estimated-tax-revenues-from-marijuana-legalization-in-new-york/
https://comptroller.nyc.gov/reports/estimated-tax-revenues-from-marijuana-legalization-in-new-york/
https://static1.squarespace.com/static/5953059b1b10e384f55aad08/t/60234e4bcbfbfb557933238c/1612926549754/Parrott+Mattingly+NYS+Marijuana+Economic_and_Revenue_Impact_Report+Feb+2021final.pdf
https://static1.squarespace.com/static/5953059b1b10e384f55aad08/t/60234e4bcbfbfb557933238c/1612926549754/Parrott+Mattingly+NYS+Marijuana+Economic_and_Revenue_Impact_Report+Feb+2021final.pdf
https://cannabislaw.report/new-report-economic-and-revenue-impact-of-marijuana-legalization-in-nys-a-fresh-look/
https://cannabislaw.report/new-report-economic-and-revenue-impact-of-marijuana-legalization-in-nys-a-fresh-look/
https://www.ibo.nyc.ny.us/iboreports/how-high-and-how-soon-projecting-the-growth-of-the-legal-cannabis-market-in-new-york-city-august-2023.pdf
https://www.ibo.nyc.ny.us/iboreports/how-high-and-how-soon-projecting-the-growth-of-the-legal-cannabis-market-in-new-york-city-august-2023.pdf
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As of August 2023, however, only nine dispensaries have opened. This is despite the start 
granting nearly two hundred licenses since the passage of the MRTA.37 Both city and state 
officials have revised their revenue projections accordingly. The New York City Office of 
Management and Budget currently projects that the city will take in $20 million in 2024, with 
that figure growing to $38 million by 2027.38 
 
It is impossible to determine exactly why revenues failed to meet projected estimates. Looking at 
the current state of the New York marijuana regulatory regime, however, can provide insight into 
the factors that may affect revenues.   
 
Recreational marijuana in New York City is taxed on multiple levels. First, New York State law 
imposes a sales tax that retailers must pay when selling to consumers.39 New York City also 
imposes its own sales tax. The combination of these two sales taxes 

https://www.tax.ny.gov/bus/auc/#distributor
https://www.nysscpa.org/news/publications/the-tax-stringer/stringer-article-for-authors/cannabis-taxes-in-new-york-state-how-high-is-too-high
https://www.nysscpa.org/news/publications/the-tax-stringer/stringer-article-for-authors/cannabis-taxes-in-new-york-state-how-high-is-too-high
https://council.nyc.gov/press/2023/08/14/2454/
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consumers. In contrast, all of New York’s regional neighbors besides Pennsylvania have legal 
retail marijuana markets.45  
 
New York’s licensing requirements may have also affected revenues. To attempt to correct for 
historical social inequalities, the MRTA required that early licenses be granted in a manner that 
“prioritizes social and economic equity applicants

https://legislation.nysenate.gov/pdf/bills/2021/S854A
https://www.forbes.com/sites/dariosabaghi/2023/11/28/new-yorks-regulators-settle-lawsuits-over-legal-marijuana-licensing/?sh=5807648a2def
https://www.forbes.com/sites/dariosabaghi/2023/11/28/new-yorks-regulators-settle-lawsuits-over-legal-marijuana-licensing/?sh=5807648a2def
https://www.courts.ca.gov/prop64.html
https://www.courts.ca.gov/prop64.html
https://ageconsearch.umn.edu/record/304602/
Jack Gierzynski
The second time you cite a source use Chic “shortened note” format.
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high demand for cannabis is met by unlicensed sellers.53 It is important to note that the activity 
of unlicensed sellers results in no tax revenue to be had by the state. The operation of illicit 
cannabis 

https://itep.org/why-californias-cannabis-market-may-not-tell-you-much-about-legalization-in-your-state/
https://itep.org/why-californias-cannabis-market-may-not-tell-you-much-about-legalization-in-your-state/
https://mjbizdaily.com/chart-number-california-licensed-recreational-marijuana-stores-falls-short/
https://mjbizdaily.com/chart-number-california-licensed-recreational-marijuana-stores-falls-short/
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within the state.59 The illicit market presents inherent competition to the legal market but also 
has advantages over the legal market. Without the need to comply with regulations, the 
production process for illicit sellers is less costly and therefore they are able to offer more 
competitive prices.60 

mailto:agierzyn@uvm.edu
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