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Overview of State Cannabis Policies in the 
United States 

Figure 1. The Status of State Cannabis Laws in the U.S., June 2020i 
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* CBD oil is legal in Kansas, but THC is strictly prohibited. This creates a de facto ban, as most CBD products contain at least trace amounts of THC. 
Other CBD-only states allow a threshold of up to .3% THC for all CBD products. Therefore, Kansas is categorized as a restrictive state. 

As of June 2020, 47 states and the District of Columbia have passed legislation to allow some form of legal 
access to cannabis or to decriminalize the use, possession, cultivation, or sale of cannabis. Idaho, Kansas, 
and South Dakota have the strictest laws in the country and have no legislation that decriminalizes 
cannabis possession or facilitates some form of legal medical or adult-use cannabis access. Eleven states 
and the District of Columbia have adopted both medical and adult-use cannabis laws. There are 33 states 
plus the District of Columbia that have workable medical cannabis laws, and thirteen states have adopted 
CBD-only/low-THC laws. Twenty-seven states have decriminalized possession for modest amounts of 
cannabis, issuing fines instead of jail time for possession of cannabis. Although cannabis policy reform 
among states has been on an upward trend in the last few decades, the laws established by many of these 
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states are failing to meet the very objectives identified at the point of initial policy organization, and as 
such are in need of additional reforms. 

Adult-Use Cannabis Laws 
Eleven states (Alaska, California, Colorado, Illinois, Maine, Massachusetts, Michigan, Nevada, Oregon, 
Vermont, and Washington) and the District of Columbia have adopted adult-use cannabis laws to regulate, 
tax and capitalize on this emerging industry. In 2019, lawmakers in 27 states introduced bills to legalize 
adult-use cannabis.ii 

Figure 2. The Status of Adult-Use Cannabis Legislation in the U.S., June 2020iii 

 

 

 

In states where cannabis sales and use remain illegal, a large market for medical and adult-use cannabis 
exists that goes unregulated and untaxed. These large and unchecked illicit markets pose public safety 
challenges, encourage increased crime, and drain the resources of the police and the judiciary. Generally, 
the passage of medical and adult-use cannabis laws has been accompanied by a framework that gives the 
state the ability to govern a large existing and otherwise unregulated market while safeguarding the 
autonomy of local governments. State regulatory structures for cannabis provide local governments with 
the authority to set reasonable tax rates, apply zoning standards, establish permitting requirements, and 
inspect the facilities of operators. 
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As policymakers look to Colorado, Washington, and other states for lessons from their implementation of 
adult-use cannabis regulatory frameworks, voters are increasingly open to adopting similar policies. 
Support for adult use/recreational legalization is at its highest point in history: 66 percent of Americans 
currently support adult-use cannabis. This includes 75 percent of Democrats, 71 percent of Independents, 
and 53 percent of Republicans—making cannabis one of the few bipartisan issues in the United States.iv  

There has been considerable momentum in the adoption of adult-use cannabis laws at the state-level. In 
2019, Illinois became the latest state to pass adult-use cannabis legislation, and 26 other state legislatures 
have considered adult-use cannabis bills.  

Colorado 
Colorado, the first state to open retail cannabis stores, is often regarded as an example of successful 
implementation of adult-use cannabis policy. After legalization, the state has seen increased tax revenue, 
decreased arrests and crime rates, and a reduced illicit market. Colorado generated $302.5 million in 
cannabis taxes and fees from more than $1.75 billion in sales for 2019, some of which can be attributed 
to an increase in cannabis tourism.v The Colorado Department of Public Safety found that “marijuana 
arrests decreased by 56 percent between 2012 and 2017” and that “the number of marijuana-related 
[court] case filings declined 47 percent between 2012 and 2017.”vi Colorado has also had more success in 
minimizing the size of the illicit cannabis market than any other state with an adult-use cannabis law. In 
2016 (a mere two years after the launch of adult-use sales), The Economist estimated that 70 percent of 
Colorado cannabis sales were from licensed cannabis retailers.vii High effective tax rates, a failure to 
license delivery at the outset, and overly-liberal home-grow policies are largely responsible for the 
persistence of the remaining illicit market.  

Denver, the largest city in Colorado, epitomizes the success of Colorado’s adult-use cannabis program. 
City officials moved quickly to license a sufficient number of cannabis retailers to enable the regulated 
market to displace the regulated market—achieving a retail density of one dispensary per 3,159 residents 
by 2016.viii As a result, Denver has established one of the most successful regulated cannabis markets in 
the U.S. In 2019, Denver generated $60.3 million in revenue from local cannabis taxes and fees.ix 

California 
While California has the largest cannabis market in the world that many governments will likely look to 
for guidance about cannabis regulation, issues with the existing regulatory and licensing structure have 
prevented the state from fully maximizing tax revenue and eliminating the illicit market. California aims 
to minimize the environmental impacts of cultivation operations by requiring government agencies to 
establish guidelines and issue licenses to compliant cultivators and manufacturers; ensure public safety 
by establishing and enforcing zoning regulations and permitting systems for retailers; prevent underage 
use of cannabis by funding youth education, prevention, and recovery programs; and minimize the size 
of the illicit market.  

California legalized the cultivation, production, and sale of adult-use cannabis in 2016 when voters 
approved the Control, Regulate, and Tax Adult-Use of Cannabis Act. Though California brought in an 
impressive $396.8 million in tax revenue in 2018, this total is still well below the $1 billion officials 
projected for a fully-established cannabis market.x This shortfall can be largely attributed to the failure of 
local governments to implement licensing frameworks, with approximately 80% of municipalities banning 
cannabis retail stores in their jurisdiction.xi California’s dual licensing structure—wherein both the State 
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and local governments have considerable authority over licensing cannabis businesses— has impeded the 
rollout of the legal cannabis industry, leaving the State with a significantly larger population of unlicensed 
operators versus licensed cannabis businesses. This imbalance threatens anticipated state tax returns, 
and leaves patients and adult-use consumers with little option but to patronize unlicensed market 
providers. Lawmakers looking to maximize tax revenue and minimize the illicit market in their jurisdiction 
should aim to implement policies that keep net effective tax rates under 20% and ensure that licensing is 
not overly restrictive as to severely limit consumer access to the legal market. 

Medical Cannabis Laws 
A total of 33 states and the District of Columbia have medical cannabis laws in place that have legalized 
the use of cannabis for qualifying medical conditions. These states include the eleven states that have 
adopted adult-use cannabis policies in addition to Arizona, Arkansas, Connecticut, Delaware, Florida, 
Hawaii, Illinois, Louisiana, Maryland, Minnesota, Missouri, Montana, New Hampshire, New Jersey, New 
Mexico, New York, North Dakota, Ohio, Oklahoma, Pennsylvania, Rhode Island, Utah, and West Virginia. 
Missouri and Utah are the two most recent states to adopt medical cannabis laws after voters approved 
ballot measures in November 2018. 

Of the 33 states with medical cannabis policies in place, six states (California, Louisiana, Maine, 
Massachusetts, Missouri, and Oklahoma) and the District of Columbia have full medical access, which 
means that doctors can recommend cannabis for any medical use they see fit. Meanwhile 27 states permit 
the use of medical cannabis for only a limited number of conditions prescribed by the state legislature (or, 
in a few instances, the relevant regulatory authority). This approach is flawed, as it neglects many patients 
who could benefit from medical cannabis. With the passage of medical cannabis legislation, states have 
also allowed caregivers and patients with recommendations from physicians to cultivate a limited number 
of plants (home grows) and have given local governments varying degrees of local authority. Many of 
these states have also removed jail time for possession of small amounts of cannabis. Appendix A shows 
the states that have full or limited medical cannabis policies, as well as which states have adopted adult-
use, decriminalization, or CBD/low-THC laws. 
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Figure 3. Overview of Medical Cannabis Laws in the U.S., June 2020 

 
 

Although the federal government classifies cannabis as a highly addictive Schedule I drug with no 
medicinal value, many states have recognized the relief that cannabis provides patients suffering from a 
wide range of medical ailments. Cannabis is used to treat the symptoms of a broad range of debilitating 
medical conditions, including cancer, glaucoma, HIV/AIDS, cachexia, nausea, seizures, muscle spasms, 
PTSD, and multiple sclerosis. Many patients find cannabis preferable to prescription drugs for symptom 
relief. Medical cannabis patients cite far more serious side effects from prescription drugs like opiates 
than from cannabis. According to a landmark study published in the Journal of the American Medical 
Association, states with medical cannabis laws experienced 25 percent fewer opioid-related deaths than 
states without medical cannabis laws.xii 

Recent Medical Cannabis Legalization Initiatives 
Recent elections have seen the wave of medical cannabis legalization initiatives continue to grow and 
receive more widespread support among voters. The most recent states to legalize medical cannabis in 
2018 were Utah, Missouri, and Oklahoma.   

In June 2018—and after years of legal battles—the voters of Oklahoma finally had their voices heard and 
approved State Question 788. This initiative passed with 56 percent of the vote and created a fully-
functional regulated medical cannabis program. Within 30 days of legalization, business license 
applications were available and the market was up and running in a matter of months. The state is 
expected to hit $140 million to $180 million in sales in 2019, and is proof that a fully-functioning medical 
cannabis market can be implemented in an efficient, timely manner.xiii  
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CBD-Only/Low-THC Laws 
There are 13 states that have limited CBD-only/low-THC laws: Alabama, Georgia, Indiana, Iowa, Kentucky, 
Mississippi, North Carolina, South Carolina, Tennessee, Texas, Virginia, Wisconsin, and Wyoming. The laws 
in these states are much more restrictive and only allow access to strains with low levels of THC and high 
levels of cannabidiol (CBD). Some common restrictions of CBD-only/low-THC laws include: (1) limiting use 
to very specific cannabis products, (2) limiting the qualifying illnesses and symptoms subject to treatment 
at a physician’s recommendation, (3) limiting the distributors of cannabis products, and (4) requiring 
identification or registration cards from patients or physicians before obtaining the cannabis product.  

The restrictiveness of these laws often leaves many people that would benefit from the medical use of 
cannabis without sufficient or reasonable access to it. Most of these laws protect only patients with 
seizures and a short list of other medical conditions. Additionally, there is a growing body of evidence that 
CBD may be significantly more efficacious for certain conditions when combined with THC and the other 
active ingredients found in cannabis (e.g. terpenes).xiv Per a 2016 report by the Marijuana Policy Project, 
“Most of the CBD-focused laws exclude patients with intractable pain, cancer, or AIDS-related nausea or 
wasting, muscle spasms, or any condition other than seizure disorders. These limited laws also leave 
behind patients whose seizures respond only to strains of cannabis with greater quantities of THC.”xv 
Many of these laws also have issues that make them unworkable. Texas, for example, allows patients to 
access low-THC cannabis with a physician’s prescription, not recommendation. Prescribing cannabis, 
however, requires physicians to break federal law. In other states, although the restricted use may be 
legal, there is no in-state source for patients to obtain medical cannabis. Not only are these laws 
ineffective at providing legal access, but they also do nothing to regulate the industry or reduce illicit 
market activity. 

Issues Which May Compromise Effective Cannabis Markets 
Although the benefits of the legalization and regulation of the cannabis industry are numerous, there are 
several factors that may compromise the overarching objectives of such policies. Three factors that 
contribute the most to the illicit cannabis market are: (1) policies that overly restrict the availability and 
ease of purchasing cannabis through legal channels, (2) high effective tax rates and compliance costs on 
legal cannabis, and (3) insufficient quantity and quality of legal cannabis for sale in the regulated market. 

Insufficient Retail Density and Access to the Regulated Market 
Overly-burdensome zoning restrictions and limitations on the number of retailers allowed to operate 
within a particular jurisdiction thwarts reasonable access to the legal market, thus driving individuals into 
the illicit market. Figure 4 plots the relationship between cannabis retail density and the illicit market level 
in several major cities where medical or adult-use cannabis has been legalized. The illicit market is much 
more prominent in cities with lower cannabis retail density. Ultimately, limited access to legal cannabis 
results in higher demand for cannabis from illicit sources. 
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Figure 4. The Association between Retail Density and the Size of the Illicit Market 

Appendix B shows 11 major cities that have legalized cannabis and data on the size of their illicit markets, 
access to cannabis in the jurisdiction, and effective tax rates. 

High Effective Tax Rates 
High tax rates on the industry are proving to be shortsighted when it comes to maximizing state and local 
tax revenue and minimizing the size of the illicit market. High tax rates artificially inflate legal market 
cannabis prices, sometimes significantly so, and correspondingly drives consumers to the illicit market 
where taxes are not collected and lab testing is not required. 

California is a prime example of how high effective tax rates can severely undermine the establishment of 
a regulated cannabis system. California’s adult-use cannabis tax structure includes (1) a cultivation tax 
($9.25 per dry-weight ounce of cannabis flower and $2.75 per dry-weight ounce of cannabis leaves), (2) a 
fifteen percent excise tax at the final point-of-sale, (3) state and local general sales taxes, and (4) whatever 
additional taxes local governments choose to impose. Ultimately, this results in an extremely burdensome 
tax structure—with effective tax rates exceeding 45 percent in certain jurisdictions. This onerous tax 
framework has been a leading contributor to the persistence of California’s illicit market and reported 
cannabis tax revenue figures falling far short of initial government projections. 

Insufficient Quantity and Quality of Regulated Cannabis 
Supply shortages and poor product quality are other leading contributors to failed market launches and 
entrenched illicit cannabis markets. Canada has experienced severe product shortages since adult-use 
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cannabis sales began in 2018, and limited product availability will continue to undermine the rollout of 
the country’s regulated cannabis market.xvi 

Distribution challenges—primarily a result of misguided cannabis policy frameworks that incorporate 
mandatory three tier distribution—can also result in market failure. In Nevada, a flawed mandatory three 
tier distribution system that reserved distributor licenses to existing alcohol wholesalers resulted in major 
product shortages that only were resolved after Governor Brian Sandoval’s Administration issued a 
Statement of Emergency to increase the number of distributors.xvii 

Finally, policies that undermine product quality or prohibit entire product categories (e.g. edibles) from 
coming to market can also contribute to entrenched illicit markets that offer both higher quality and a 
broader range of products. In mature markets like Colorado, non-flower product categories (e.g. edibles 
and concentrates) comprise nearly 50 percent of total cannabis sales.xviii Accordingly, outright prohibitions 
on certain product categories all but guarantee that a robust illicit market will persist. The struggled launch 
of adult-use cannabis sales in Canada, which imposed initial restrictions on edibles, illustrates this point 
clearly.xix  

The Future of Cannabis Policy 
With U.S. support for adult-use cannabis exceeding 65 percent, more states are looking to expand access 
to cannabis by passing comprehensive cannabis policy reforms. While adult-use cannabis laws have 
historically advanced through voter-led ballot initiatives, a growing number of states are undertaking 
efforts to adopt adult-use cannabis laws legislatively. A key motivating factor for states establishing 
regulated cannabis systems is the potential to collect new tax revenue. In 2018, states with adult-use 
cannabis laws generated more than $1 billion in cannabis tax revenue. 

In January 2018, Vermont became the first state to legalize adult-use cannabis through its legislature 
rather than using a voter-driven ballot initiative. While the bill legalized possession and limited cultivation 
for adults 21 and older, the legislation did not include provisions to regulate and tax the sale of cannabis. 
In February 2019, the Vermont Senate passed S.54, which would establish a fully-operational cannabis 
market. The House adjourned before having the opportunity to bring the bill to a vote, but in the beginning 
of 2020 the bill will resume where it was left off. While Vermont became the first state to legalize adult-
use cannabis through their legislature, Illinois became the first state to pass legislation that authorized 
the sale and taxation of cannabis for adults 21 and older. In June of 2019, Governor J.B. Pritzker signed 
the Cannabis Regulation & Tax Act (HB 1438), paving the way for lawmakers in other states to advance 
policies that establish well-regulated adult-use cannabis markets legislatively rather than by the ballot. 

Following the leads of Vermont and Illinois, several states are undertaking efforts to pass comprehensive 
adult-use cannabis policy reforms legislatively. New Jersey Governor Phil Murphy campaigned on 
establishing a regulated adult-use cannabis market and has since made considerable progress in working 
with state lawmakers to pass this legislation. Legislative efforts in a broad range of other states—including 
Connecticut, Pennsylvania, and New York—have made more progress in 2019 than in any prior legislative 
session, in large part on account of support from governors like Ned Lamont, Tom Wolf, and Andrew 
Cuomo. 

Traditionally conservative states have also been taking steps towards adopting less restrictive cannabis 
policies. This largely stems from the fact that 93 percent of American voters—including 86 percent of 
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Republicans—support medical cannabis.xx In 2018, voters in Missouri, Oklahoma, and Utah passed 
medical cannabis ballot initiatives. In Kentucky, Secretary of State Alison Lundergan Grimes lent her 
support to House Bill 166 (legislation allowing more access to medical cannabis in the state), and this 
support has broadened among Republican lawmakers in 2019.xxi Secretary Grimes and other supporters 
cite the state’s rising death toll from the opioid epidemic as one of the many potential benefits cannabis 
has to offer as reason enough to consider freer access.  

As more state and local governments move to adopt responsible medical and adult use policies, the true 
impact of cannabis on serious societal problems like the opioid epidemic can be realized, and a powerful 
tool can be freed to help improve the nation. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix A. Overview of State-Level Cannabis Policies in the U.S. (June 2020) 
State Legalization Status Decriminalized 
Alabama CBD/Low THC Only No 

Alaska Adult-Use; Limited Medical Yes 
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Arizona Limited Medical No 

Arkansas Limited Medical No 

California Adult-Use; Full Medical Yes 

Colorado Adult-Use; Limited Medical Yes 

Connecticut Limited Medical Yes 

Delaware Limited Medical Yes 

District of Columbia Adult-Use; Full Medical Yes 

Florida Limited Medical No 

Georgia CBD/Low THC Only No 

Hawaii Limited Medical Yes 

Idaho Fully Illegal No 

Illinois Adult-Use; Limited Medical Yes 

Indiana CBD/Low THC Only No 

Iowa CBD/Low THC Only No 

Kansas CBD Only, 0% THC* No 

Kentucky CBD/Low THC Only No 

Louisiana Full Medical No 

Maine Adult-Use; Full Medical Yes 

Maryland Limited Medical Yes 

Massachusetts Adult-Use; Full Medical Yes 

Michigan Adult-Use; Limited Medical Yes 

Minnesota Limited Medical Yes 

Mississippi CBD/Low THC Only Yes 

Missouri Full Medical Yes 

Montana Limited Medical No 

Nebraska Fully Illegal Yes 

Nevada Adult-Use; Limited Medical Yes 

New Hampshire Limited Medical Yes 

New Jersey Limited Medical No 

New Mexico Limited Medical Yes 

New York Limited Medical Yes 

North Carolina CBD/Low THC Only Yes 
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North Dakota Limited Medical Yes 

Ohio Limited Medical Yes 

Oklahoma Full Medical No 

Oregon Adult-Use; Limited Medical Yes 

Pennsylvania Limited Medical No 

Rhode Island Limited Medical Yes 

South Carolina CBD/Low THC Only No 

South Dakota Fully Illegal No 

Tennessee CBD/Low THC Only No 

Texas CBD/Low THC Only No 

Utah Limited Medical No 

Vermont Adult-Use; Limited Medical Yes 

Virginia CBD/Low THC Only Yes 

Washington Adult-Use; Limited Medical Yes 

West Virginia Limited Medical No 

Wisconsin CBD/Low THC Only No 

Wyoming CBD/Low THC Only No 

* CBD oil is legal in Kansas, but THC is strictly prohibited. This effectively creates a de facto ban, as most CBD products contain 
at least trace amounts of THC. Other CBD-only states allow a threshold of up to .3% THC for all CBD products. 
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Appendix B - Illicit Market Table—2016 Overview 
The below table is a snapshot of the illicit market rates in select jurisdictions in 2016. For each jurisdictions, it also 
provides corresponding information on the status of cannabis policy, retail density, whether delivery licensing is 
permitted, effective tax rates, and pricing on the legal and illicit markets in 2016. 

Jurisdiction Status of 
Cannabis 
Policy* 

Estimated Illicit 
Market Rate* 

Retail Density 
(Licensed Retail 
Storefronts / 
Population)*22 

Delivery Licensing 
Permitted?* 

Effective Tax 
Rate* 

Estimated Legal 
Market Price Range 
per Ounce/Eighth 
(Excluding Tax)*23 

Estimated Illicit 
Market Price Range 
per 
Ounce/Eighth*24 

Denver, CO Adult-Use 27%25 1/3,15926 No 35.05%27 $170-$250/$20-$40 $150-$200/$20-$35 
Boulder, CO Adult-Use 27%28 1/3,63529 No 36.4%30 $165-$200/$28-$40 $150-$180/$20-$45 
Portland, OR (2016) Adult-Use 53%31 1/47,73832 Yes 20%33 $160-$260/$25-$55 $140-$190/$20-$30 
Portland, OR (2017) Adult-Use 35%34  1/4,12635 Yes36 20%37 $160-$260/$25-$55 $140-$190/$20-$30 
Seattle, WA (2014) Adult-Use 70%38 1/79,73139 No 46.6%40 $280-$420/$30-$55 $160-$200/$20-$45 
Seattle, WA (2016) Adult-Use 51%41 1/12,38642 No 46.6%43 $280-$420/$30-$55 $160-$200/$20-$45 
Santa Ana, CA Medical 67%44 1/33,36145 Yes, selected 

collectives and 
cooperatives can 
deliver. 

10%46 $230-$400/$35-$60 $150-$240/$35-$45 

Phoenix, AZ Medical 73%47 1/51,84448 Not covered in city 
ordinance.49 

8.6%50 $200-$360/$35-$55  $160-$240/$25-$45 

San Jose, CA Medical 80%51 1/63,08552 No (San Jose had a 
ban on cannabis 
delivery services until 
2017).53 

18.75%54 $270-$320/$35-$55 $200-$250/$25-$40 

Los Angeles, CA 
(under Prop D) 

Medical 83%55 1/29,02956 Mixed 15%57 $260-$300/$35-$50 $150-$200/$20-$35 

Boston, MA Medical 95%58 1/658,27959 Yes 0%60 N/A N/A 
Anaheim, CA Medical (but 

local ban) 
100% No licensed 

operators61 
No N/A N/A $150-$240/$35-$45 

Kent, WA Adult-Use (but 
local ban) 

100% No licensed 
operators62 

No N/A N/A N/A 

*All information is for 2016 except where otherwise noted. 
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