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Fiscal Policy in the Regulation of
Adult-Use Cannabis in Colombia’

In Colombia today, discussing a legal framework for mari-
juana is not a hypothetical matter — it’s a real political possibili-
ty. In fact, in the 2018-2022 legislative period, three bills were in-
troduced that proposed regulating cannabis for adult use as well
as coca-leaf derivatives. This regulatory boom is not exclusive to
Colombia; to date, 19 states in the United States and two coun-
tries — Uruguay and Canada — have approved a legal framework
for adult-use marijuana. This marks a significant change from
the hardhanded laws that have shaped the war on drugs from
the time of former U.S. President Richard Nixon to the present.

In Colombia, cannabis is the most widely used substance
that has been declared illicit. According to the National Survey
of Psychoactive Substance Use (Encuesta Nacional de Consumo
de Sustancias Psicoactivas), published in 2019 by the country’s
Ministry of Justice and the National Administrative Department
of Statistics (Departamento Administrativo Nacional de Estadisti-
ca, DANE), more than 637,000 people used marijuana within
the last year (2019, p. 66), which corresponds to 2.7% of the pop-
ulation between 12 and 65 years of age® Seventy-two percent
(72%) of these people were between 18 and 34 years of age and

1 This is an executive summary of a text by the same name published
by the authors. For the bibliographic references, we recommend consulting
the list of sources in that document.

2 According to the survey, nearly 800,000 people used some kind of
substance that had been declared illegal in the last year, or 3.36% of the
country’s population (Ministerio de Justicia & DANE, 2019, p. 67).
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lived in Bogota, Cali, the coffee belt or Medellin (Ministerio de
Justicia & DANE, 2019, p. 68).

According to the National Planning Department (Depar-
tamento Nacional de Planeacion, DNP), the geographical distri-
bution of marijuana use tends to be concentrated in urban ar-
eas that are attractive for selling the cannabis produced in the
Northern Cauca subregion (DNP, 2017, p. 105). Although that
is not the only region with marijuana crops, the country is cur-
rently experiencing a boom in so-called “creepy” marijuanas (as
a result of the extent of this substance and dependence on the
income from it), which is produced in the Northern Cauca mu-
nicipalities of Caloto, Corinto, Miranda, Toribio and Santander
de Quilichao.

In this context, two sensitive factors arise in debating can-
nabis regulation in Colombia. One is that the areas that supply
the illegal market have significant gaps in terms of socioeco-
nomic well-being and continue to experience conflict dynamics
partly associated with the substance’s prohibition. The other is
that the regulation of marijuana, as the most widely consumed
illicit substance in the country, must address the protection of
public health and the health of those who use it.

The majority of regulation proposals put little emphasis
on the potential revenue coming from the market, or the alloca-
tion of those resources. If we agree that marijuana has played a
central role in the origins of drug trafficking in Colombia, and
that the regions where it is grown today lag significantly in so-
cioeconomic terms, the transition to a legal market would be
an opportunity to improve the peasant farmer and indigenous
population’s living conditions, while also protecting public
health by controlling the quality and potency of the cannabis
that is bought and sold. All of these public policy actions re-
quire resources. While those who promote business interests in

3 “Creepy” marijuana is not a strain itself; it is a generic term used for
the indica strains that tend to have higher THC concentration. While the
“Colombian” strains that conquered U.S. markets in the 1970s and 1980s had
7% or 8% of THC, creepy marijuana is distinguished by having between 15%
and 25% of that component, which produces a much greater, but shorter,
psychoactive effect (Robbins, 2019).



marijuana regulation insist on stressing the economic benefits
for the overall economy, along with the amount of resources it
would contribute to state coffers, they fail to mention specific
measures that the State should delineate so the market can be
based on rules that would finance the actions needed to address
the regional problems that predate the regulations, or actually
gave rise to the illegal trade.

With the goal of illuminating this discussion, based on
comparative experiences and on the Principles and Guidelines
for Human Rights in Fiscal Policy, this document addresses
three dimensions of the problem: (i) explaining, based on avail-
able evidence and conceptual debates, why regulation is neces-
sary and what role the fiscal framework plays in this policy; and
(ii) providing, based on comparative experiences, elements for
designing the regulations’ fiscal frameworks. Finally, contem-
plating these two aspects, we present a proposal for cannabis
fiscal principles.

1. Why Regulate and Why Does
the Fiscal Framework Matter?

The drug policy currently in place is a strategy designed
to eliminate the use of certain substances, selected arbitrarily
and with no basis in evidence, through States’ use of repres-
sive tools: criminal and/or administrative sanctions (Jelsma &
Armenta, 2015). Based on the imposition of penalties as well as
public stigmatization, anti-narcotics* strategies have sought to
eradicate crops, prohibit the trafficking of illicit drugs and hin-
der people’s access to them. All of this with the aim of safeguard-
ing humanity’s well-being and public health, especially among
children and adolescents.

However, it has been demonstrated that this drug policy
has not only failed on its own terms, it has also produced more

4 Within the international drug control system, the term “narcotics” is
used imprecisely because it is used to refer in general to all the substances
classified in the drug control treaties but, for example, cocaine is a stimulant,
not a narcotic substance. In this section of the text, we use the terms as they
are employed under prohibition, but we alert readers to their lack of precision.
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harm than what it sought to “save” humanity from. The current
model is based on the premise that the greater the use of punish-
ment and sanctions, the faster drug markets will be fully elimi-
nated from society. However, after 60 years of implementation,
there are more people using marijuana today than at the time the
drug control treaties were adopted. It is clear that prison, police
sanctions, stigma and fines have not managed to dissuade the
nearly one million Colombians who use marijuana (Ministerio
de Justicia & DANE, 2020), or the estimated 200 million people
in the world who used cannabis in 2019 (UNODC, 2021, p. 19).

It can be concluded that current drug policy is the source
of the violation of multiple human rights: to personal autonomy,
to life, to health, to an adequate standard of living, and the right
to benefit from scientific developments, to name a few. There-
fore, in the name of complying with international drug treaties,
States violate their populations’ human rights. The shift to a
cannabis regulation scheme would eliminate the risks associat-
ed with illegality. The products would be supplied in authorized
scenarios, free of violence between criminal groups; the quality
and potency of the marijuana would be made known, enabling
better management of the pleasure and risk involved; and police
sanctions would be eliminated. As a collateral effect, the freed-
up police resources could be focused on more apt and urgent
tasks related to citizen security and coexistence.

Given this context, a regulation scheme must seek to: (i)
reduce marijuana’s comparative impact in illegal economies and
drug trafficking networks; (ii) protect public health; (iii) promote
rural development in prioritized arveas; and (iv) promote reparation
measures funded with the scheme'’s resources.

A drug policy that can be respectful of human rights and
safeguard public health must position itself at an intermediate
point between full liberalization and the prohibition in place to-
day. Thus, if one of the greatest costs of prohibition has been the
creation of a market outside state control, the most reasonable
solution seems to be a regulation model that would incorporate
harm reduction principles. We believe that this alternative is ca-
pable of progressively reducing the potential harm of drugs and
of the policies implemented to date.



For regulations to achieve these goals, they must make
use of fiscal policy as a key instrument for guaranteeing rights
by providing resources to finance them, understanding that
such policy is also subject to States” human rights commitments
and obligations. Meaning that in the transformation of canna-
bis rules, fiscal policy becomes critical, both to avoid repeating
the errors of the current control system as well as to repair the
harm done to communities affected by the prohibition model. In
this regard, based on certain Principles and Guidelines for Hu-
man Rights in Fiscal Policy’, we propose minimum standards
for defining the regulatory structure and helping fulfill the regu-
lations’ goals.

These principles maintain that fiscal policy must be so-
cially just®, be designed in accordance with the principles of
equality, equity, legality and non-discrimination’, and be trans-
parent, participatory and accountable®. States must use their fis-
cal policy to mobilize the maximum amount of resources avail-
able to progressively achieve the full realization of economic,
social and cultural rights®. They can also encourage or discour-
age certain conducts and correct externalities through specific
fiscal policy instruments, and adopt priority fiscal measures in
order to guarantee human rights.

These principles serve as a road map for evaluating the
fiscal policies that have been designed for regulated markets
around the world, as well as for proposing a model for regulat-
ing adult-use cannabis in Colombia that would incorporate a fis-
cal policy with a human rights approach, suited to the country’s
particular context in which the war on drugs and the internal
armed conflict converged.

5 Particularly Principles 3, 5,7,10 and 12.
6 Principle 3.

7 Principle 5.

8 Principle 7.

9 Principle 10.

10 Principle 12.
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It is important to emphasize that given the varied objec-
tives of adult-use cannabis regulation, tension can arise between
these principles and the regulations’ own goals. For example,
one of the goals of regulation is to displace the illegal market
and reduce its negative social and economic impacts. To achieve
this goal, it is desirable for the products in the legal market to
be able to compete with those in the illegal market in terms of
pricing, meaning that they should have similar and competitive
prices. If the price of cannabis in the regulated market is much
higher, it is unlikely that demand will be reduced in the illegal
marketplace. This creates a clear tension with public health and
social justice goals, since the use of taxes to mobilize resources
and to discourage the use of cannabis products would tend to in-
crease the price of marijuana in the legal market.

2. Comparative Experiences and
Lessons Learned: Uruguay,
the United States and Canada

In this section, we present the most relevant fiscal policy
aspects of the distinct regulation models for adult-use cannabis
that have been implemented in Uruguay, the United States and
Canada. With this analysis, we seek to learn from the positive
and negative experiences of those models, to extract key aspects
that can be adapted to the Colombian context and thereby pro-
pose some fiscal principles for a regulation scheme based on
experiences and evidence from other countries, without losing
sight of the particular facets that must be considered in a regu-
lated market for Colombia. The variables of analysis that we
used were: (i) the market models and goals of the regulations;
(i) the application, design and types of taxes in the regulated
market; and (iii) the use of the tax revenue generated by the reg-
ulated market.

Although the different countries and jurisdictions in the
world that have moved to regulate adult-use cannabis have rela-
tively similar goals — to protect public health, reduce the crimi-
nality associated with the illegal market, and (in some cases)



promote vulnerable communities’ social inclusion and repara-
tion - each has chosen a different design to achieve them.

Uruguay was the pioneer in this shift in the drug policy
paradigm, having proposed a different approach to that of prohi-
bition. It has carried this out through a strict regulation scheme,
with a planned market that is fully intervened by the State. In
this way, the country sought for its cannabis regulation to have
a public health orientation (by controlling consumption) while
also combating the criminality associated with the illegal mar-
ket (by firmly controlling production levels and prices). These
elements align its regulations with a human rights approach.
However, there is nothing in publicly available information
or in reports on the scheme indicating that it seeks to achieve
greater social inclusion and more economic opportunities for
marginalized communities (Hudak et al., 2018). We infer that
this is because the scheme does not have many mechanisms for
raising revenue (taxes), and what is raised is earmarked exclu-
sively for financing the regulations’ functioning.

Perhaps the “original sin” committed in Uruguay’s regula-
tions has been the aim of safeguarding public health as much
as possible and fighting against the illegal market. Its “strict
and responsible” regulatory approach has meant that the model
has many controls and restrictions, to the point of producing
undesired effects and incentives among consumers and in the
illegal market itself. Access to the legal market has been limit-
ed. Currently, 14 pharmacies engage in cannabis sales, and al-
though their locations correspond to the country’s population
distribution, this tiny number means that users must travel up
to 100 kilometers in some cases to reach one (Arenales, 2019). A
strong indication of these access problems can be found in the
data provided by the Uruguayan Drug Observatory (Observato-
rio Uruguayo de Drogas) regarding adhesion to the legal market.
This shows that in practice, just 14% of cannabis users have been
registered with one of the regulated market’s means of access
in the last 12 months (Observatorio Uruguayo de Drogas, 2019,
Pp- 132), although official data from the Institute for the Regula-
tion and Control of Cannabis (Iustituto de Regulacion y Control



de Cannabis, IRCCA) indicates that 28% of users are registered
(IRCCA, 2018, p. 4).

Meanwhile, in the United States, some states have opted
for a rigorous regulation scheme but one that is more liberal
and market oriented. Upon studying the first regulations put
into place (Colorado, Washington, Oregon and Alaska), it is
clear that there is a dominant public health logic underlying the
regulations. These approaches embrace many of the legislative
parameters used to control alcohol and tobacco in that they in-
volve market-based licensing systems that regulate private com-
mercial activity, establish a minimum age for legal purchases,
and implement tracking systems to monitor distribution and
thereby minimize the diversion of resources to illegal circles.

The predominant influence of alcohol legislation has be-
come apparent since three of these states have regulated mari-
juana through state liquor control boards, with the support of
interest groups, taking existing policies on alcohol as the start-
ing point for shaping cannabis guidelines. This entails some
risks to the marijuana regulations’ public health focus, in part
because the interests of the cannabis sector - like those of to-
bacco and alcohol - should be excluded from public health pol-
icy design and/or orientation. In fact, the regulations in Colo-
rado and Oregon have replicated the codes for self-regulation
on advertising and marketing that characterize the alcohol and
tobacco industries, which have had a limited effect on reducing
consumption (Barry & Glantz, 2018).

The social justice focus, however, is one of the most in-
teresting elements of some regulation schemes in the United
States. Whether by granting preferences in the provision of
licenses, eliminating prior convictions related to cannabis of-
fenses, or making marginalized communities the beneficiaries
of the resources generated by the market, these communities are
benefiting from regulation in various states (Adinoff & Reiman,
2019) — which shows how regulations can serve as an opportuni-
ty for reparation and social and productive inclusion. However,
these efforts have come up against obstacles created by players
with powerful interests in the market.



Canada, meanwhile, has tried to take advantage of the
potential of the Uruguayan and U.S. models at the same time,
adopting a regulatory framework with heavy state interven-
tion in distribution, but leaving room for the market to take the
lead on production. Although this approach is aimed at protect-
ing public health with monitoring and control of direct sales to
consumers, it has weakened the goals of displacing the illegal
market and of seeking greater social inclusion for affected com-
munities.

First, in none of Canada’s provinces or territories is there
a licensing system that involves social justice criteria (Slade,
2020Db). In fact, the lack of a specific allocation for the tax rev-
enue generated means that there is no real commitment to this
ideal. On another point, one of the biggest challenges of Can-
ada’s regulation scheme has been displacing the illegal mar-
ket. Although official statistics on access to cannabis show an
increase in the use of legal sources (the percentage of consum-
ers who said they had obtained cannabis from a legal source
increased by nearly 30 percentage points after legalization), the
reduction in illegal sources has not been as notable (with a re-
ported decline of around 10 percentage points).

It has been found that this difficulty in displacing the ille-
gal market is related mainly to the price of cannabis in the legal
market (Kilmer, 2019; Slade, 2020b), which has remained much
higher in comparative terms. According to official figures from
the national statistical office, Statistics Canada, the price of a
gram of cannabis in the illegal market in 2019 was $5.96 Cana-
dian dollars (CAD), while in the legal, regulated market it was
nearly double that at CAD $10.29 (Statistics Canada, 2020a).
Moreover, upon analyzing the evolution of prices in both mar-
kets, it can be seen that while the price per gram of cannabis in
the legal market has remained relatively stable, it systematically
declined in the illegal market between 2018 and 2019, which
were the first two years of the regulation’s implementation
(Brown, 2020). This has led various provinces in the country to
request that the federal government reevaluate the taxes on the
legal market (Lamers, 2022).



The use of fiscal policy in the regulated markets of the
United States and Canada largely contrasts to the approach in
Uruguay. While Uruguay opted for a model in which control of
production and cannabis sales is the strategy for regulating con-
sumption levels, health effects and competition with the illegal
market, some states in the United States and Canada decided to
use the regulatory role of taxes to (i) discourage consumption
and (ii) obtain fresh resources for implementing strategies for
prevention, the reduction of health risks and harm, and repara-
tion with a social justice approach (thereby fulfilling Principles
3, 5, 10 and 12). However, while Uruguay has managed to main-
tain a competitive price in its regulated market, Canada and the
United States have had difticulty displacing the illegal market
due to the high price of their regulated products. For example, in
California - the biggest adult-use cannabis market in the United
States - the illegal market is still bigger than the legal one and
shows no sign of having been debilitated. This has occurred,
in part, due to the use of indirect taxes in that state’s regulation
scheme (McGreevy, 2019).

The taxation model in some jurisdictions of the United
States is also the object of criticism for being focused on raising
revenue without paying much attention to the aspects of tax de-
sign that can discourage consumption. That is the case because
(with the exception of Alaska) the indirect taxes on cannabis
products do not take THC content levels into account. The evi-
dence on health taxes indicates that levies seeking to disincen-
tivize the consumption of products harmful to people’s health
must include in their taxable base the component that negative-
ly affects health (Sassi et al., 2013). In this case, linking the tax
to THC levels would be a way for governments to induce con-
sumers to buy less potent products, which would entail fewer
health risks. In this sense, the literature has shown that the price
of products, especially in relation to their potency, is the most
important factor in purchasing patterns (Slade, 2020a).

Currently, the majority of states have few controls on the
maximum potency of cannabis products in the market, and this
has led to producers developing crops with greater potency to



increase demand and their profits. For example, in the state of
Washington, the proportion of strains with a THC concentra-
tion above 15% grew by 93% just a few years after regulation be-
gan (European Monitoring Centre for Drugs and Drug Addiction,
2020). Thus, a tax that incorporates THC content into its taxable
base can contain the emergence of more potent products and be
more effective in achieving the desired public health outcomes®.

This would suggest, then, that Uruguay’s strategy to not
levy taxes is the best option. However, the decision to not ap-
ply indirect taxes to products in the cannabis market is a lost
opportunity for the State to wield useful tools for contributing
to rights guarantees. For example, the State is not using taxes
to discourage cannabis use via prices (Principle 12). At the same
time, the exemption from indirect taxes prevents the State from
being able to mobilize resources and spend them to pursue the
goals of guaranteeing the rights of marginalized populations
and of users (Principles 3, 5 and 10). In addition, having a low
price does not ensure the total or immediate displacement of the
illegal market.

Finally, Uruguay differs from Canada and the United
States in its application of Principle 7, which is centered on
the transparency of the regulated market’s fiscal information.
In Canada, the Statistics Canada office has public information
about the types of taxes that are applied to the regulated adult-
use cannabis market, along with data on the revenue they raise.

Analyzing the good practices presented in this section
is of vital importance for informing the decisions that may be
made on adult-use cannabis regulation in Colombia. However,
it is imperative that the particularities of the Colombian context
be taken into account, so that these good practices can assimi-
late these characteristics of the national context and be effective
for ensuring the goals of the country’s regulation scheme. Thus,
the next chapter offers an overview of these particularities.

il There is evidence regarding the tax on sugary drinks, in some jurisdic-
tions of the United States, that indicates that designing the taxes based on
the sugar content and not on the price (ad valorem) improves results by up
to 30% (Grummon et al., 2019).
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3. Cannabis Fiscal Principles

Based on the analysis of the context and the legislation
mentioned previously, we propose elements for a fiscal policy
on cannabis, envisioned both in terms of raising revenue and al-
locating it.

Fiscal Policy for Mobilizing Resources

The first principle that this regulation scheme’s fiscal
policy must comply with is that of mobilizing resources via the
various types of taxes that can be applied in this market, which
corresponds directly to Principle 10. It is important that the leg-
islation gear the use of resources toward fulfilling economic, so-
cial and cultural rights.

Thus, the taxes to be applied to a future regulated market
in Colombia should be direct (corporate income tax on compa-
nies that operate in any phase of this market’s value chain), or
they could be indirect taxes on the sale or consumption of can-
nabis products. The indirect taxes contemplated in the Colom-
bian Tax Statute that could be applied to these products are the
Value-Added Tax (VAT) and the excise tax. The latter levy taxes
the consumption of goods that are not considered to be part of
the standard family’s basket of goods, and the rate is in addition
to the VAT and varies between 4%, 8% and 16% (Estatuto Tribu-
tario Nacional, n.d., sec. Art. 512-1).

In the case of the adult-use cannabis market, the products
should have a specific tax or a surcharge on the excise tax that
would seek to protect consumers’ health - either by discourag-
ing consumption of these products via the price, or by ensuring
that the effects on third parties (negative externalities) be offset
with the resources contributed by the tax. However, upon es-
tablishing this type of tax, it is necessary to keep the price from
going above what the illegal market offers. To address this, we
propose a regime in which the tax rate on the sale of cannabis
products starts at 12% and increases each year starting in 2025
until it reaches 18%.



Fiscal Policy for Allocating Resources

The revenue generated by the regulation scheme can be
allocated in multiple ways to contribute to achieving the goals
of reducing the illegal market, protecting public health and pro-
viding reparation to the victims of prohibitionist drug policy.
This is in line with Principles 3 and 5.

First and foremost, the revenue collected from the canna-
bis market must fund the operation of the national institutions
involved in regulation. We propose that the spending needed
to set up this institutional framework come from the resources
generated by the regulation scheme in its early years, with a
gradual reduction of this source of financing until the expendi-
ture becomes an operating cost of the State.

A critical goal of the regulations must be to delay, as much
as possible, the age of initiation of those who will use cannabis.
In other words, the State must seek to ensure that no one un-
der the age of 18 tries or develops a constant habit of using this
substance. In addition, while adverse health events should be
prevented, it is impossible to eliminate them entirely since there
are adverse reactions and processes related to psychoactive sub-
stances that cannot be prevented completely (which is true of all
such substances).

The health care system, in collaboration with the Drug
Observatory of Colombia (Observatorio de Drogas de Colombia),
should produce information on trends regarding use, age, sex,
socioeconomic stratum, modalities, consumption patterns and
adverse events. We also recommend that with regard to public
expenditures, the progressivity of spending must serve as the
guiding principle, with the aim of reducing socioeconomic in-
equalities or others that, due to intersectionality, affect margin-
alized or historically discriminated groups, such as the LGBTI
population, ethnic communities, and women in situations of
poverty and vulnerability, among others.

Third, cannabis regulation must take a reparative ap-
proach to the communities and people who have been harmed
by prohibition. This is not about simply handing over the funds
raised by collecting taxes in the nascent adult-use marijuana in-



dustry. On the contrary, this approach entails a paradigm shift
in Colombia’s relationship to cannabis and other drugs that have
been declared illicit — and therefore in the relationship between
the State and the regions where this plant is grown.

The regulations’ focus on reparation should contemplate
the difficulty of repairing damage, depending on the scope of
drug policy impact - whether personal, community-wide, re-
gional or collective. To develop this focus on reparation, we pro-
pose, based on Principle 3, financing rural development efforts
in the areas that produce cannabis, and even in those where the
coca economy is present, to deepen territorial transformation
and support the regulations’ advancement along the path forged
in implementing Chapters 1 and 4 of the Final Peace Agreement.
We also recommend that the resources obtained from the regu-
lations be used to finance technical assistance for cannabis pro-
duction in rural areas, through support for associative schemes
and investment subsidies for small-scale producers.

*kk

The elements proposed here are subject to a continual
process of construction and revision. Just as prohibition took
years to be consolidated as a model to follow, the same will
occur with these regulations. There will be years of testing, of
trial and error, of observing and understanding what happens
when a substance is moved into the legal realm, and how this
interacts with particular contexts of the war that we are trying
to leave behind. But even amid this laboratory of regulation that
we will experience in real time, people’s health and their dig-
nity constitute the critical minimum elements for orienting a
fiscal framework for regulated marijuana markets. We believe
that these cannabis principles - sustained by a regulatory vision
framed within human rights and fiscal justice, with multiple
goals and lessons gleaned from successful international expe-
riences - are a useful and powerful tool for the debates taking
place, now and in the future, around the regulation of this plant
for adult consumption.












The debate about regulating cannabis for adult use is on
the public agenda. In our view, the best policy on marijua-
na that a State can develop is the regulation of its cultiva-
tion, manufacture and use, focused on reducing marijuana’s
comparative impact in illegal economies and drug traffic-
king networks; protecting public health; promoting rural
development in prioritized areas; and promoting reparation

measures financed with the resources arising from regulation.
Drugs are not the devil, but nor are they child’s play. A drug
policy that would be respectful of human rights and safeguard
public health must lie at an intermediate point between full
liberalization and the prohibition currently in place.

In this document, based on a comparative analysis of the regula-
tions issued in Uruguay, Canada and the United States and by
applying the Principles and Guidelines for Human Rights in Fiscal
Policy, we argue for the importance of a fiscal framework based on
collecting taxes in the cannabis market and focused on mobilizing
the maximum amount of available resources to finance the goals of
reducing the illegal market, preserving public health and assisting
the populations affected by drug policy, as set forth in the cannabis
regulations.
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