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Proposed Colorado House Bill 17-1203 permits counties and municipalities, 

subject to voter approval, to levy and collect special sales taxes on retail marijuana. This 

paper will analyze the purpose for special taxes on marijuana and determine who actually 

bears the cost of the taxes. The paper will discuss whether marijuana should in fact be 

subjected to further taxation.   

According to HB17-1203, a county may only levy and collect an additional tax on 

marijuana if the citizens of the county have voted on and approved the tax. Due to 

Proposition AA regarding the State’s right to lev



consumption of a good. The economic argument for imposing new taxes on any good, in 

addition to a general sales tax, is that, 



result of energy consumption, then marijuana producers should bear a social tax within 

the energy market as a consumer, not within the marijuana market as a producer.   

Even though it is illegal to consume marijuana under the age of 21, there is 

evidence of increased usage among high school students following the legalization of 

marijuana in Colorado.3 Decreases in education can be related to the negative correlation 

between high-school graduation and marijuana usage, “a 10% increase in frequent 

marijuana use lowers the probability of graduation by 6.62%”(Ruggeri, 1999). Due to 

medical care, welfare payments, and criminal justice costs, it is estimated that the lifetime 





 Second, Colorado had a $7 billion budget for Medicare, of which roughly 5% is 

used for cancer treatment6, translating to roughly $350 million a year. Again, as a worse 

case scenario in the absence of conclusive data, assume 10% of the total cancer treatment 

was spent on patients who developed cancer as a result of consuming marijuana. The 

expense would only total $35 million. The true future health costs cannot be accurately 

determined due to the uncertainty of the health consequences 

If the purpose of further taxation were to bring the marijuana market to a socially 

efficient equilibrium, then additional taxes would not have this effect. Despite the 

uncertainty of future costs, it is very likely that the yearly revenue from the taxes 

currently in place will be greater than the yearly social costs within the market. As a 

result, there is no reason to subject marijuana to further taxation. In fact, potential tax 

reductions could have a more beneficial impact on society than tax additions. 

If the purpose of additional taxes on marijuana is in order to increase tax revenue, 

then levying further taxes on marijuana consumption is logical. Modest tax increases 

would not result in major consumption decreases due to the inelastic demand for 

marijuana. However, counties and municipalities would be equally well off finding a 

lesser taxed good that has a similar inelastic demand curve to marijuana.  

This bill does not directly call for raised taxes on marijuana. Instead, the bill 

permits counties and municipalities the right to raise taxes if the voters within those limits 

vote to do so. Due to large taxes currently in place on marijuana at the state level, any 

additional taxes would do more harm than good. As a result, voters should not be given 

the power to disrupt the marijuana market by voting to levy and collect additional taxes.  
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