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Being thoughtful about cannabis legalization and social equity

Hall and Lynskey1 highlight several out-
comes featured in cannabis policy debates 
and correctly note that they will be shaped  
by the type of legalization that is imple-
mented. Their excellent review of the e-
merging evidence about how the commer-
cial ap proach influences health outcomes 
will hopefully inform future debates in the 
US and elsewhere.

A related outcome increasingly receiving 
attention in these debates is whether can-
nabis legalization can be used to promote 
social equity and help communities of col-
or that have been and still are dispropor-
tionately afected by prohibition. Indeed,  
at a time when some in the US are discuss-
ing reparations and how to acknowledge 
and address the fact that the country’s econ-
omy was heavily built on slavery, this is a 
parti cularly salient issue to consider.

Cannabis arrests have dropped dramati-
cally in legalization states, although in some 
places they were already falling before the 
policy change2,3. Overall, fewer people of 
color are being arrested for cannabis in le-
galization states, but this does not mean 
that legalization will eliminate racial and 
ethnic disparities in cannabis arrests3.

Having a criminal record has implica-
tions for health and economic well-being 
and, in the US, there are additional conse-
quences associated with having a drug of-
fense on one’s criminal record4. For exam-
ple, in some places a cannabis ofense can 
make it harder to access public housing or 
work in the newly legal industry. While the 
early eforts to legalize cannabis in the US 
did not directly address expunging criminal 
records, jurisdictions soon began to make 
it easier for individuals to clear these can-
nabis offenses from their records5. Some 

places have gone further by automatically 
expunging these ofenses.

Beyond issues surrounding criminali-
zation, an increasing number of US juris-
dictions are implementing social equity 
programs which give preferences for busi-
ness licenses to people from communities 
disproportionately affected by cannabis 
prohibition5. Some of these programs also 
provide technical assistance for those 
who are new to the process of starting and 
growing a business. There are also some 
eforts to directly target cannabis tax rev-
enues to support these communities. For 
example, one Chicago suburb (Evanston) 
recently announced that it plans to set 
aside some of its cannabis tax revenues 
to help fund its new local reparations pro-
gram for African Americans.

While it is too early to evaluate the efec-
tiveness of these eforts, their utility must be 
considered in the context of the economic 
realities of cannabis legalization, especially 
as they are unfolding in the US. In theory, 
there are multiple reasons why legalization 
will push down cannabis production and 
distribution costs, which can in turn influ-
ence prices5,6. First, legalization reduces the 
risk of arrest for sellers, which decreases the 
risk premium they must be paid. Second, 
the “structural consequences of illegality” 
create inefficiencies that will no longer ex-
ist in a legal market7. Third, firms can take 
advantage of increasing economies of scale 
if large producers are allowed. Fourth, with 
legalization it will be easier for producers 
and processors to benefit from improve-
ments in technology. With declining costs 
in a competitive market, we would expect 
prices to decline.

Large declines in cannabis prices can 

afect revenues for governments and busi-
nesses, which can in turn afect eforts to 
promote social equity. If cannabis taxes 
are set as a function of its price (e.g., Wash-
ington applies a 37% excise tax on retail 
purchases) and the price declines, so will 
the tax revenue available for social equity 
programs (although this could be ofset by 
an increase in total cannabis sales). Price 
declines can also make it harder for small 
businesses to stay competitive with larger 
firms. Thus, giving a license preference to 
a small business that does not have much 
of a chance in a lightly-regulated commer-
cial market could be counterproductive. It 
might make some people worse of than if 
they invested their money elsewhere.

This is not a theoretical concern. Hall 
and Lynskey note that cannabis prices are 
already falling in places that have legalized. 
Further, in early legalization states such 
as Washington, there are reports of small 
cannabis businesses closing down or be-
ing bought out at a steep discount by larger 
firms8.

While an increasing number of US states 
are creating commercial cannabis regimes, 
this activity remains illegal under federal 
law. Among other consequences, federal 
prohibition is preventing some of the larg-
est corporations, including alcohol and to-
bacco companies, from getting involved in 
the industry. US federal legalization could 
cause cannabis prices to bottom out, espe-
cially if imports are allowed and Amazon 
can deliver. This will make it even harder 
for small businesses to compete.

But there are many approaches to le-
galization5,6. Hall and Lynskey mention a 
few, including a government monopoly on 
cannabis production and sales. Govern-
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ment stores could play an important role 
in promoting social equity if the revenues 
are thoughtfully allocated. Since the gov-
ernment would set the price instead of the 
market, this could prevent the large price 
declines. Further, this approach would al-
low the government to keep the revenue 
instead of having it go to profit-maximizing 
firms. If a certain percentage of these rev-
enues were allocated to evidence-based 
programs to build wealth for historically af-
fected individuals, this might help improve 
economic conditions.

There could be other social equity and 
public health advantages to the govern-
ment monopoly approach. In addition to 
stabilizing prices and revenues, it would 
be easier to limit the types of products 
and control marketing in the US with this 
approach versus the commercial model6. 
Further, liquor stores tend to concentrate 
in minority communities and there is some 
evidence suggesting that this is happening 
with cannabis outlets9. Thoughtful siting of 

state-operated retail stores could avoid this 
type of predatory concentration.

Of course, it is possible to both give li-
cense preferences and set aside tax reve-
nues for programs supporting social equity; 
they are not mutually exclusive. But given 
declining prices and the dominance of the 
for-profit commercial model in US policy 
discussions, it is unclear whether license 
preferences will ultimately have the desired 
efect.

We applaud the public servants who 
have worked hard to implement social eq-
uity programs in places that have legalized 
cannabis. Our hope is that jurisdictions 
considering alternatives to cannabis supply 
prohibition and seeking to improve social 
equity outcomes – and public health – not 
limit their discussions to the “for-profit with 
license preference” model. We encour age  
these jurisdictions to consider the pros and 
cons of various legalization options as well 
as use the growing evidence about the eco-
nomics of legalization to implement an ap-

proach that is most likely to succeed in its 
social and economic goals.
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The effects of recreational cannabis legalization might depend upon 
the policy model

Since 2012, when Colorado and Wash-
ington State started the path to legalize can-
nabis for recreational purposes, the trend 
has been growing. Uruguay became in 2013 
the first country to legalize the whole pro-
cess: from production to distribution, com-
mercialization and consumption. Canada 
followed suit in 2018. By January 2020, elev-
en states in the US, Uruguay and Canada 
have legal access to recreational cannabis 
for adults, and other countries have started 
the legalization process or the discussion 
about it, as is the case of Luxembourg and 
New Zealand.

Each of these experiences of legalizing 
cannabis is diferent from the others1. Le-
galization in the US and Canada has fol-
lowed a deeply commercial model, while 
legalization in Uruguay is heavily regu-
lated and controlled by the government2. 
Even in Canada, there are significant dif-
ferences in the set of rules that each prov-
ince has opted to follow while legalizing.  
For example, in some Canadian territories 

the minimum age for use is 18 years, while 
in others it is 21.

The features of each legalization policy 
model might have a different impact on 
the expected outcomes. Some regulatory 
policies might increase certain legalization  
adverse efects, while decreasing other neg-
ative impacts. For example, the Uruguayan 
cannabis legislation forbids the selling of 
cannabis edibles, which might reduce in-
toxications among minors but increases the 
percentage of users that smoke cannabis.

So, it is important to compare the efects 
of the diferent models of cannabis legali-
zation and not assume that all the experi-
ences will produce the same results. In oth-
er words, it is important to take advantage 
of the existing variance of policy design. 
The way in which you regulate might lead 
to diferent efects on public health and the 
other objectives that the policy is designed 
for3.

Hall and Lynskey’s paper4 mentions sev-
eral ways to assess the public health impact 

of legalizing recreational cannabis use, on 
the basis of the US experience. The authors 
provide a very significant contribution to 
the emerging debate on the importance of 
reaching an agreement on a group of indi-
cators to be monitored, possibly aggregat-
ing them in an index to measure their over-
all impact on public health5.

They also recommend that the evalua-
tion looks at outcomes in the short run but 
also in the long term. For example, they 
point out that legalization might “enable 
more adults to use cannabis for a longer 
period of their lives”. It will be necessary to 
keep track of the impact of this prolonged 
use on car crash fatalities and injuries, as 
well as on emergency department attend-
ances related to cannabis consumption. 
The authors also call the attention to the 
possibility that cannabis legalization be-
comes a federal national policy in the US, 
which will reduce cannabis prices, because 
cannabis industry will try to enhance prof-
its by increasing the size of the market.


