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Indiana’s Cannabis Landscape: Annex I, Case Studies and
Technical Material

Criminal Justice

Cannabis Arrests

This section draws on Indiana’s statewide criminal history records to examine cannabis-
related arrest patterns. Using 2024 data, we examine the number of cannabis arrests, differences
in cannabis arrest rates between demographic groups, and how cannabis arrest rates vary across
Indiana’s counties. We then examine trends in cannabis arrest levels from 2014 to 2024.

Data. Arrest data are taken from Indiana’s Criminal History Repository Information System,
which is maintained by the Indiana State Police.! We define a cannabis arrest as any arrest that
contained a criminal charge related to cannabis.? These arrests can, and often do, include charges
for non-cannabis offenses. For instance, using our definition, it is possible for a cannabis arrest to
also contain a theft charge. We use state-level population data from the U.S. Census Bureau’s
2024 American Community Survey 1-Year Estimates (U.S. Census Bureau, 2025).

Cannabis Arrests in 2024. In 2024, there were 13,250 cannabis arrests in Indiana. These
arrests involved 12,351 unique individuals. Of these arrests, 1,006 contained a felony charge
related to cannabis, with the cannabis charges for the remaining arrests being misdemeanors (14
arrests lack charge type information). About 92 percent of cannabis arrests (12,155 of 13,250)
were for possession related offenses, as opposed to drug delivery.?

! Because of state law—specifically, Indiana Code Title 10, Article 13, Chapter 3, Section 10-13-3-24 (2024)—law
enforcement agencies throughout the state are legally required to report arrests to the Indiana State Police, which is
mandated as the official state central repository for criminal history data. As such, the data we used should capture
all arrests that have occurred in Indiana. These data are publicly available on the Indiana Data Hub, maintained by
the Indiana Management Performance Hub (MPH, undated-a). Although these data were cleaned by MPH, we
performed additional cleaning by using all available charging information to ascertain which charges were for
cannabis and which of those were possession-related offenses. It remains possible (e.g., because of data entry errors)
that there are slight inaccuracies in these data. MPH provides a dashboard to interactively explore the Criminal
History Repository System (CHRIS) arrest data (MPH, undated-b). Because of the additional cleaning, our numbers
are similar to but do not exactly match the dashboard-based numbers (when analogous numbers exist).

2 For each analysis, the charge we focus on is the charge at the time of arrest. Charges can change as cases make
their way through the criminal justice process; different charges can be filed and amendments made to filed charges.
Charges can also be dropped. By focusing on charges at arrests, our analysis closely reflects the reasons why police
were arresting suspects, in a way that is not affected by which charges were eventually dropped. Not all these
charges were filed by prosecutors, a point we return to in the disposition analysis.

3 A further 429 arrests had charges for both cannabis delivery and possession, which we did not count as cannabis
possession arrests. Of the 12,155 possession arrests, 310 contained a felony charge for cannabis possession, while
the rest had misdemeanor cannabis charges (again, 14 of these arrests were missing this information).



In 2024, there were 166,009 total arrests in Indiana (of 121,225 unique individuals). This
means that 1 in 12 arrests (8 percent) in Indiana were for cannabis offenses, including 7.3 percent
specifically for cannabis possession offenses.*

Co-Charging Patterns for Cannabis Arrests in 2024

A given arrest can contain charges for multiple offense types, what we refer to as co-
charging. For all cannabis arrests, 75.7 percent had another charge type (» = 10,030). Table 1
shows the percentage of cannabis possession arrests that contained other charge types. The other
charge types were grouped into 12 categories; a given arrest can contain charges across several
of these categories. Three categories are particularly common: charges for other types of drugs
(including possession or delivery) (32.1 percent), charges for such drug-related offenses as drug
paraphernalia (34.9 percent), and traffic offenses (26.1 percent).

Among the 5,378 offenses for other drugs, the breakdown was methamphetamines (n =
2,512), cocaine (n = 415), opioids/narcotics (n = 511), cocaine or opioids/narcotics (n = 305),
other controlled substances (n = 1,117),° other (n = 357, almost all prescription drug violations),
alcohol (n =118, these are related to minors and do not include driving while intoxicated), and
unknown (n = 43).

Table 1. Distribution of Co-Charge Types for Cannabis Possession Arrests

Offense Type Percentage of Arrests
Drug offenses (excluding cannabis) 32.1
Drug-related offenses 34.9
Traffic offenses 26.1
Weapon offenses 5.9
Property offenses 5.4
Violent offenses 4.2
Procedural offenses 12.3
Child offenses 1.7
Fraud 21
Sex offenses 0.4
Other crime 2.7
Uncategorized offenses 2.0

4 There were 270 arrests with charges for synthetic cannabinoids not included in the totals above. Also, given
unclear charge information for some arrests, it is possible that a further 95 arrests included in the cannabis arrests
above were only for synthetic cannabinoids.

> We cannot tell what substances these are, but they are typically charged to Indiana Code Title 35, Section 35-48-4-
7 (2024), which is a general controlled substance section, unlike the charges for cannabis, cocaine, narcotics, or
methamphetamines.



Offense Type Percentage of Arrests

NOTE: Drug-related offenses include those for drug paraphernalia, public intoxication, and
visiting/maintaining common nuisances (e.g., places to buy, store, or use controlled substances).
Procedural offenses include those for failure to appear, resisting law enforcement, obstruction of
justice, and probation violations.

Trends in Cannabis Arrests

Figure 1 presents annual trends in the overall numbers of cannabis arrests (red solid line),
cannabis possession arrests (green short dashed line), and cannabis only arrests (blue long dashed
line). By cannabis only arrests, we mean arrests that only contained cannabis charges.

In 2014 and 2015, overall cannabis arrests were between 13,000 to 14,000. Between 2016
and 2018 they increased, peaking at 20,065 in 2018, and then began an equally steep decline
through 2020. During the 2020s so far, the number of cannabis arrests has been relatively stable,
at around 13,000 arrests per year. Throughout the 11-year period shown in Figure 1, most
cannabis arrests were for possession offenses. Notably, the number of cannabis only arrests did
not increase when overall cannabis arrests did. Instead it gradually and slightly declined over this
period. This means that the increase in cannabis arrests starting around 2016 was purely driven
by arrests in which there were other types of charges, asides from the cannabis charges.

Figure 1. Trends in Indiana Cannabis Arrests, 2014-2024
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What Happens After a Cannabis Arrest?

The process after law enforcement apprehends someone for a cannabis offense depends on
multiple factors, such as the type of offense (e.g., possession, selling), the amount seized,
whether other offenses were involved (e.g., cocaine possession, theft), whether the prosecutor
wants to pursue the case, and where the offense took place. Although there is not a single
database that tracks individuals from being detained through the court process and records the
actual time served or fine paid, this section pulls information from multiple sources to provide
some insights about what happens.

Data. Jail data were provided by New York University’s Jail Data Initiative (Public Safety
Lab, 2025). Since 2019, it has been collecting detainee-level data by scraping daily inmate
rosters from jails across the United States. When available, charge-level information for those
detainees is also collected. Focusing on the 27 Indiana counties with complete data—which
cover about half of Indiana’s population—we use a jail census approach, i.e. we enumerate
inmates on July 1, 2024, and examine the extent to which these inmates had been booked (i.e.,
admitted) on cannabis charges. Using data from Marion County specifically, for which we have
the most detailed data, we examine other aspects of cannabis charges in relation to jail, such as
the number of annual admissions.

Although these data are rich, there are some limitations to bear in mind. For one, we cannot
tell which inmates were held in pretrial detention versus those serving a sentence. Also, because
rosters were taken daily, people who spent less than a full day in jail may not be captured.
Finally, the results for the counties and period studied may not generalize to the rest of Indiana’s
jail population or to other periods.

Court dispositions. Because it takes time for charges to be processed before they reach a
final disposition (e.g., because of criminal trials), we focus in this section on cannabis arrests that
occurred in 2022, which have had more time to reach a disposition. In 2022, there were 14,235
cannabis charges at the time of arrest, from 12,625 unique arrests. There were 8,674 charges for
cannabis that were filed (including amendments). Of these, we have disposition data on 8,670,
from 8,171 unique arrests. This means that filed cannabis charges have all reached a disposition,
with four possible exceptions (less than 0.1 percent).

Many cannabis charges are never filed. It is hard to say whether any criminal penalties were
imposed for arrests with cannabis charges that were not filed, because it is possible that a plea
deal was reached in which those specific charges were dropped.

Table 2 shows the dispositions for the remaining charges (i.e., the 8,670 charges with
disposition data), split into five broad categories. The majority of cases (56 percent) were
dismissed, including a mixture of court dismissals and prosecutors dropping the charges (i.e.,
nolle prosequi). All other disposition categories were rare except guilty verdicts (i.e.,
convictions), which occurred for 43.4 percent of the cannabis charges with dispositions (and by



extension, the same percentage of cannabis charges that were filed). These guilty verdicts were
from 3,703 unique arrests.

Table 2. Dispositions for Cannabis Charges, 2022

Disposition Category Count Percentage of Dispositions
Guilty 3,766 434
Dismissed 4,855 56.0
Not guilty 18 0.2
Deferral, diversion, or conditional discharge 28 0.3
Unclear outcome 3 0.0

NOTE: These results are at the charge level; there may be several charges per arrest.

Two of the guilty dispositions were missing information on offense class and level. Of the
remaining, 354 were felonies (9.4 percent) and 3,410 were misdemeanors (90.6 percent). Of
those misdemeanors, 2,689 were Class B (78.9 percent) and 721 were Class A (21.1 percent).
We do not know the sentences that followed these convictions (for the cannabis charges or other
charge types) because we do not have sentencing data. But the most severe sentences for these
specific misdemeanor charges are incarceration of no more than 180 days and possibly a fine of
up to $1,000 for Class B misdemeanors or incarceration of no more than one year and possibly a
fine of up to $5,000 for Class A misdemeanors (Indiana Code Title 35, Article 50, Chapter 3,
2025).

Jail. Table 3 presents county-level enumerations of inmates for 27 Indiana county jails on
July 1, 2024. These numbers are a one-day snapshot that enumerates (and describes) the entire
jail population for the 27 counties on July 1, 2024. Collectively, these jails are from counties that
contain about half of Indiana’s population (49.4 percent, or 3.42 million people). These jails
housed 804 inmates with cannabis charges on July 1, 2024. Given that the total jail population on
that day was 9,014, this means that 8.9 percent of inmates had cannabis charges. Of the inmates
with cannabis charges, 22 percent were for cannabis dealing, in that they had at least one
cannabis dealing charge. Almost all inmates booked on cannabis charges (including possession
or dealing charges) had also been booked on other, non-cannabis charges: 789 inmates, or
98.1 percent.b

® These non-cannabis charges include those that are sometimes closely related to the cannabis offense; for instance,
it includes charges for drug paraphernalia.



Table 3. Indiana County Jail Census, July 1, 2024

Cannabis Inmates Cannabis Dealing

County Inmates Cannabis Inmates  with Other Charges Inmates
Boone 143 7 7 1
Dearborn 300 31 30 1
Delaware 407 43 43 8
Dubois 88 27 27 5
Grant 344 36 36 5
Hamilton 381 32 30 8
Hancock 235 17 17 1
Hendricks 341 27 27 6
Howard 374 32 32 5
Jackson 155 14 12 2
Knox 234 10 10 0
La Porte 379 10 9 4
Madison 456 31 31 10
Marion 1,898 210 207 80
Montgomery 164 19 18 2
Perry 87 18 18 0
Pulaski 80 13 13 0
Scott 149 6 6 0
Shelby 115 3 3 1
St Joseph 650 45 45 4
Starke 73 12 12 2
Steuben 76 8 6 0
Tippecanoe 585 41 41 6
Vanderburgh 667 47 47 11
Vigo 360 37 35 12
Washington 124 17 16 2
Whitley 149 11 11 0
Total 9,014 804 789 176

Because of missing data, we cannot count the statewide number of inmates with cannabis
charges, but we can estimate this by making assumptions. If we assume that the rate of cannabis
inmates per capita (i.e., per county resident) was the same for the remaining counties, that would
mean that there were 1,698 inmates with cannabis charges on July 1, 2024, for all of Indiana.
The arrest rate for cannabis per capita was 19.5 percent higher in the counties for which we do
not have jail data. If we assume that this translates into an equivalent increase (19.5 percent) in



cannabis bookings per capita for the counties with missing jail data, then 1,841 inmates across
Indiana would be in jail with cannabis charges on July 1, 2024.

Figure 2 indicates that although jail populations fluctuate, July 1, 2024, was not an atypical
date in terms of how many people were incarcerated in these jails. This figure is based on data on
26 of the counties; we exclude Vanderburgh County because of incomplete data. For the 26
counties, there were 8,241 inmates on July 1, 2024. Between January 1, 2024, and September 30,
2025, these jails had a mean inmate population of 8,090 (and a median of 8,141), with a range of
between 7,468 and 8,580 inmates.

Figure 2. Daily Jail Population for 26 Counties
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Community corrections. We do not have data on the number of people on probation with
cannabis convictions. But we know that there were 3,703 people convicted with cannabis
charges in Indiana in 2022. This is the upper limit on the number of people who are placed on
probation per year with cannabis charges, but the true number is likely to be substantially lower
because an unknown share of those people will receive other sentences, such as jail.

A common condition of community corrections (i.e., probation and parole) is mandatory
drug testing. Testing positive can lead to violations, revocations of parole/probation, and
incarceration. As such, some people placed under probation for cannabis offenses may end up in



jail. This also means that people on probation/parole for non-cannabis offenses may end up
incarcerated because of revocations related to drug tests that are positive for cannabis, even if
they do not have convictions related to cannabis. It is unclear how commonly this occurs in
Indiana, the extent to which this drug testing reduces criminal behaviors, and whether cannabis
legalization would affect this (e.g., alcohol is legal but avoiding it can be a condition of
probation/parole).

Prisons. Most cannabis charges are misdemeanors which, on their own, do not lead to a
prison sentence. In 2024, there were 95 felony offenses committed to prison, possibly involving
fewer than 95 unique individuals. Of these 95 felonies, 84 were for cannabis dealing (88
percent). Of the 8,491 people admitted to Indiana’s prisons that year, only 22 had cannabis
charges listed as their most serious offense, 14 with Level 5 cannabis felonies and 8 with Level 6
cannabis felonies (Indiana Department of Corrections, undated). This suggests that about one in
every 400 prison admissions is primarily due to cannabis charges.

Jail Insights from Marion County

Marion County: Length of stay. Figure 3 shows the length of stay for the Marion County
inmates booked on cannabis charges who were in jail on July 1, 2024. This was calculated as the
difference between the first and last time they appeared on the daily jail rosters. The mean time
incarcerated was 252.3 days and the median 211.5 days.” Three cases (1.4 percent) were still
incarcerated as of mid-December 2025, so their time incarcerated would have since increased
(i.e., there is slight right censoring of these data).

7 As we elaborate below, jail censuses effectively upweight more serious offenders. These numbers should not be
interpreted as the average amount of time spent in jail by people admitted with a cannabis charge. It is the average
amount of time spent in jail by people admitted with a cannabis charge who are in jail on a given day, which can
differ dramatically from the overall average for people admitted with a cannabis charges.



Figure 3. Length of Jail Stay for Marion County Cannabis Inmates
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Marion County: Annual admissions. Jail censuses give a sense for the stock of inmates but
not the flow. The stock is made up of inmates with varying lengths of stay. Inmates with shorter
stays cycle more quickly and so are replaced more often. Consequently, both the number of
admissions for cannabis (i.e., the flow) and the number of unique people admitted on such
charges can be quite different from the stock of inmates on a given day (i.e., in the jail census).

Using three different approaches we estimate that there were roughly 1,400 to 1,500 cannabis
charge bookings per year. This is about seven times higher than the 210 inmates who were in jail
on cannabis charges on a single day in Marion County (i.e., July 1, 2024). Below, we present the
technical details and output for these three methods.

First, we estimated the annual number of admissions to Marion County Jail for cannabis
charges in three ways. First, we weighted people by the inverse of the proportion of a year that
they spent in jail. The sum of that is an estimate of the number of annual admissions:

1« 365

Annual Admissions = ¥!_; o= Yy,
365

where X is the number of days spent in jail for inmate i. Intuitively, a person who is in jail all
year will be observed regardless of which day the jail census is carried out that year, but a person



in jail for one day that year has about a 1-in-365 chance of being captured by the jail census (the
jail census and the one day that person spent in jail would need to be the exact same day). The
people who spent one day in jail on every other 364 days would be missed by the census. As an
example, following from this logic, you would expect a jail census to count one-fifth of the
inmates who spend one-fifth of the year in jail. With the weight 365/73 = 5, each observed
inmate who spends one-fifth a year in jail will count as 5 people in the annual admissions
estimate. Using this approach, there were 1,488 jail admissions where inmates were booked on
cannabis charges in Marion County in 2024.

Second, CHRIS data (the same as used in the arrest analysis) indicate that there were 1,551
arrests with cannabis charges in which individuals were booked in 2024 in Marion County.
These arrests were spread across 1,376 unique individuals.

Third, although we do not have detailed jail data for Marion County for all of 2025, we know
that there were 2,332 cannabis charges for people were booked in Marion County between
January 1, 2025, and December 14, 2025. In the Marion County charge dataset for July 1, 2024,
there were 1.786 cannabis charges per cannabis inmate, suggesting that there were 2,332/1.786
~1,305 bookings with cannabis charges. Assuming the same rate of cannabis bookings for the
rest of December 2025, that would mean 1,370 cannabis bookings in Marion County in 2025.

Marion County: Co-charging patterns of inmates booked on cannabis. The jail census
established that 98.1 percent of inmates booked on cannabis charges had other charges but did
not answer how many charges they tend to have and for what offense types.

In Marion County, for inmates booked on cannabis charges who were incarcerated on July 1,
2024, the mean (and median) number of charges was seven, excluding their cannabis charge(s).®
Of the 207 inmates with both cannabis and other charges, 204 had non-cannabis charges that
were felonies.

Table 4 shows the percentage of Marion County inmates with cannabis charges who faced
charges by offense category. All these charge categories are relatively common, though by far
the most common are other drug charges (62.9 percent) and firearm charges (63.8 percent).

8 This excludes an inmate with 149 other charges (by comparison, the second-highest charge count was 19). Many
of those 149 charges appear to be duplicates but it is impossible to tell exactly which. Including that person, the
mean is 7.7.
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Table 4. Percentage of Marion County Cannabis Inmates with Other Charges, by Charge Category

Offense Category Percentage (%)
Drug 62.9
Drug related 22.9
Gun 63.8
Procedural 30.5
Property 22.4
Violent 34.3
Vehicle 20.5
Other 33.3

NOTE: Drug-related offenses include those for drug paraphernalia, public intoxication, and
visiting/maintaining common nuisances (e.g., places to buy, store, or use controlled substances).
Procedural charges include those for resisting law enforcement and obstruction of justice. Jail
inmates are those in Marion County who were incarcerated on July 1, 2024, with a cannabis charge.

Importantly, jail censuses effectively upweight the number of more-serious offenders
because they tend to spend longer in jail and are more likely to be observed on a given day. For
instance, in the month leading up to a jail census, many people admitted to jail for less serious
reasons will have been released by the time of the census. Consequently, the degree and severity
of these cannabis co-charges partly reflect the fact that jail censuses tend to capture more-serious
offenders. Inmates with cannabis charges and not many other charges, or with relatively trivial
other charges, would be released more quickly, making them less likely to make it into a jail
census. As such, these co-charging results are unlikely to be representative of everyone admitted
to jail on cannabis charges in Marion County. They are more likely to be representative of what
the inmate population with cannabis charges looks like on a given day.

Arrest Comparisons with Data from the National Incident-Based Reporting System

Another way of examining cannabis arrests in Indiana is to draw on data from the FBI’s
National Incident-Based Reporting System (NIBRS) (Kaplan, 2025). That is not our preferred
approach for several reasons, including the following:

¢ not all Indiana police agencies report to NIBRS, some never have before and others only
occasionally report

e NIBRS does not contain charge-level data, making it necessary to infer which arrests
were specifically for cannabis offenses and what other charges there were

e NIBRS splits arrests into two types (Group A and B), which make it impossible to know
all the other offenses that occurred when there was a drug arrest. For example, it is
impossible to tell when an arrest for a drug violation also had a traffic violation.

Still, we examined NIBRS data to make sure that the arrest numbers are at least somewhat
similar. If not, that might be indicative of a problem with the CHRIS-based data on which we
relied. Table 5 presents information on the total number of arrests, the number of cannabis
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arrests, and the number of cannabis possession arrests that we estimated using 2024 NIBRS data,
including the share of the total arrests were for those cannabis arrests. The first column of
numbers is the reported number in NIBRS. The second imputes for missing month-agencies by
giving agencies the overall average arrest rate if they never reported or the agency-specific
average arrest rate if they sometimes reported. The third uses Amelia to impute missing values.
This approach models the agency-specific time-series structure of the data using lags and leads,
and it includes predictors for agency type (e.g., sheriff, university police, municipal police
department), population, and population squared. Although these numbers are not identical to the
CHRIS-based numbers, they are close enough to allay concerns that there is a major problem
with the latter data source.

Table 5. NIBRS-Based Indiana 2024 Cannabis Arrest Estimates

Imputation Method None Mean-Based Amelia
Total arrests 125,667 145,621 149,957
(146,605, 153,484)

Cannabis arrests 13,092 15,066 15,520
(14,794, 16,266)

Cannabis possession arrests 12,265 14,118 14,566
(13,905, 15,286)

Cannabis arrests as share of total arrests 10.42% 10.34% 10.35%
(9.97%, 10.75%)

Cannabis possession arrests as share of total arrests 9.76% 9.69% 9.71%

(9.34%, 10.09%)

NOTE: The 95% confidence intervals are in brackets.

Figure 4 includes the NIBRS-based arrests counts, without using any imputation, for the
2021-2024 period. We only go back to 2021 with NIBRS because of limited reporting to it in
earlier years. The NIBRS trend only includes the 110 police agencies that consistently reported
from 2021 to 2024. Collectively, these agencies policed about 4.5 million people in 2024, which
is roughly two-thirds of the state’s population of 6.9 million. Predictably, the NIBRS-based
arrest counts are somewhat lower than the CHRIS-based arrest counts. Although the trend lines
are not identical across data sources, both show that cannabis arrest levels were quite stable from
2021 through 2024.
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Figure 4. Cannabis Arrests Levels, by Year and Data Source
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Enforcement Costs of Cannabis Prohibition

State and local governments in Indiana expend resources enforcing laws against cannabis
production, distribution, and possession. The state also recoups some of these costs through
fines, fees, and pay-to-stay requirements for incarcerated individuals. Legalization would not
eliminate these costs entirely. No matter which regulatory regime the state choses, some
authorized producers and sellers would violate regulations, and it is likely that some illegal
production would continue, just as there is some residual production of illegal alcohol (i.e.,
moonshine). Also, cannabis would likely remain illegal for those below some minimum age
(perhaps 21), and adults possessing more than an allowable threshold quantity (e.g., more than
2 ounces) or possessing in banned locations or circumstances may still face potential arrest.
Driving under the influence of cannabis would remain an offense. The relevant policy question is
how the composition and magnitude of those costs would change.

Our analysis of post-cannabis arrest criminal justice outcomes is limited by the lack of a
comprehensive database that tracks everyone through the criminal justice system in Indiana. Jail
data are only available for jurisdictions covering about half of Indiana’s population. These data
limitations make it very difficult to precisely estimate the annual government criminal justice
costs of prohibiting cannabis in Indiana.
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But the available data can be used to better understand the magnitude of the costs and
generate some plausible ranges. This section begins with a focus on three cost areas: police,
courts, and corrections.

Police

The police costs include the resources spent investigating, apprehending, citing, and/or
booking someone. In Table 6, based on the cannabis arrest analyses presented above, we display
the total number of cannabis-involved arrests (13,250) split into four groups: misdemeanor or
felony and then solely for cannabis or with multiple offense charge types associated with the

arrest.
Table 6. Cannabis Arrests in Indiana in 2024
Number of Offenses Involved
Type of Cannabis Offense Only Cannabis Offense Charge(s) Multiple Offense Charge Types
Misdemeanor 2,858 9,372
Felony 355 651

NOTE: Fourteen cannabis arrests were excluded because of missing data. If an arrest involved both a misdemeanor
and felony cannabis charge, it is classified as a felony.

Applying cost estimates to arrests is a challenging task. Some cannabis arrests require very
few resources (e.g., finding cannabis on a person caught for a property crime), while others
require more time and effort (e.g., investigations and possibly undercover operations leading to
an arrest for a high-level trafficker). Researchers often address this by focusing on the average or
median cost for a type of arrest; however, we are unaware of any published analyses that have
estimated the average cost of a simple cannabis possession arrest in Indiana, let alone the costs
for higher-level offenses or arrests involving multiple charges.

For arrest cost data, we draw on three sources. First, Caulkins et al. (2015) found that a
cannabis arrest in Vermont costs the government about $134, or $185 in 2024 dollars. Second,
Rouhani et al. (2023) found that the cost of making a simple drug possession arrest and booking
in Baltimore in the 2018-2019 period was about $279 to $870 (adjusted for inflation, this is
about $348 and $1,087 in 2024 dollars). Third, Hunt, Saunders, and Kilmer (2019) found that
typical Part I property crimes cost about $1,300 (in 2010 dollars, which is nearly $1,900 in 2024
dollars), with a range from $700 to $1,700 ($1,008 to $2,448 in 2024 dollars). Most cannabis
charges are misdemeanor possession charges, which presumably require less investigation than
many property crimes, since officers know who they find in possession of cannabis. The lower
end of this range seems more plausible for cannabis arrests. Although these estimates do not
agree perfectly, and none tells us exactly what we want to know, they suggest a plausible range
for the cost of making a cannabis arrest in Indiana. Specifically, we examine three different

14



scenarios: assuming the marginal cost of a cannabis arrest in Indiana in 2024 was $200, $600, or
$1,000.

Estimating the cost of cannabis enforcement also requires assumptions about which arrests
would have occurred in the absence of criminal charges for cannabis. For instance, if police
respond to a domestic violence call and find the suspect in possession of cannabis, such a person
will get arrested regardless of the legal status of cannabis. Table 6 makes it clear that about 3,200
of the 13,250 cannabis arrests in Indiana only had cannabis charges. Presumably, those arrests
would not have occurred had cannabis possession been legal. But the question is how many of
the remaining roughly 10,000 arrests would have been avoided. Below, we examine the
following four scenarios, each adding additional charge types to the preceding scenario: (1) only
the arrests with violence or property crimes would have still occurred; (2) arrests with other
types of drug charges would have still occurred (e.g., opioid or cocaine possession); (3) arrests
with traffic charges would have still occurred; (4) arrests with firearm charges would have still
occurred.

To calculate the cost of cannabis prohibition for police, we first multiply the number of
cannabis arrests that occurred in 2024, by the proportion that would not have occurred given the
scenario chosen (which is estimated using the real charge data), yielding the number of arrests
that were due to cannabis prohibition. Then, this number of arrests is multiplied by the marginal
cost of an arrest, yielding the total cost estimate. Because we examined four scenarios and three
marginal cost estimates, this results in a range of 12 total cost estimates. Subsequent tables
estimating the cost of cannabis prohibition to other criminal justice components follow an
analogous procedure.

Table 7 shows the costs of cannabis enforcement to police under these different scenarios and
the range of cost estimates described above. Under these different scenarios, the costs range from
$1.0 million to $12.1 million per year for cannabis enforcement by police, including arrests and
bookings. In our view, ending cannabis prohibition would be unlikely to cause a widespread
pullback in police enforcement against other controlled substances (like methamphetamine or
fentanyl), which means the high-end estimates seem implausible because the cannabis arrests
that turned up other drugs would likely still have occurred. This, in turn, suggests the most likely
cost of cannabis enforcement for police is in the single rather than tens of millions.
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Table 7. Estimated Policing Costs of Cannabis Prohibition, Under Different Assumptions About
Marginal Costs and Which Arrests Would Still Occur Absent Prohibition (in $ Millions)

Charge Types That Still Would Have Occurred and Led

. to Arrest Without Cannabis Prohibition
Marginal Cost

of an Arrest Violent, Property, Violent, Property,

with Cannabis Violent, Property, Other Drugs, Other Drugs,

Charge(s) Violent, Property Other Drugs Traffic Traffic, Firearms

$200 $2.4 $1.6 $1.1 $1.0

$600 $7.2 $4.8 $3.4 $3.1

$1,000 $12.1 $8.1 $5.6 $5.2
Courts

The court costs include those associated with court activity, pretrial services, prosecutors,
and public defenders (but excludes pretrial detention in jail). It is likely the case that most people
booked on cannabis charges entail some of these costs. However, as was established earlier,
many cannabis charges are never filed, and such cases may be considerably cheaper if they are
thrown out early in the court processes. As such, Table 8 focuses on filed charges using 2022
data. It considers the same four scenarios as Table 7 in terms of which arrests still would have
occurred, but in this instance is limited to filed cases.

The range of marginal cost estimates we consider for cannabis cases is informed by two
studies. First, Caulkins et al. (2015) found that in Vermont cannabis cases cost about $1,100
because of court costs, public defenders, and prosecution in 2014 dollars. This is about $1,500 in
2024 dollars. Second, Rouhani et al. (2023) found that simple drug possession cases ranged in
court costs (including pretrial services, case preparation, and case outcomes) from $1,350 to
$4,750 in 2018 to 2019, which is about $1,700 and $5,900 in 2024 dollars. Because we know
most (about 56 percent) filed cases went on to be dismissed by prosecutors or judges, the highest
end of that range seems less likely. In Table 8, we thus examine three cost scenarios: that the
marginal cost of a cannabis case for court processes is $1,500, $3,000, or $4,500.

Table 8. Estimated Court Costs of Cannabis Prohibition, Under Different Assumptions About
Marginal Costs and Which Charges Would Still Occur Absent Prohibition (in $ Millions)

Charge Types That Still Would Have Occurred and Been Filed

Marginal Cost Without Cannabis Prohibition

of a Court Case Violent, Property, Violent, Property,
with Cannabis Violent, Property, Other Drugs, Other Drugs,
Charge(s) Violent, Property Other Drugs Traffic Traffic, Firearms
$1,500 $8.2 $5.6 $3.8 $3.4
$3,000 $16.4 $11.3 $7.5 $6.8
$4,500 $24.7 $17.0 $11.3 $10.1
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These estimates of court costs of cannabis prohibition range widely, from $3.4 million to
$24.7 million. In our view, most filed charges for other drugs would have been filed absent
cannabis prohibition, making the highest-end estimates implausible. Again, the fact that so many
cases were dismissed suggests that the low- to mid-range marginal court cost estimates may be
more accurate. If so, the most plausible range of court costs is between $3.4 million and
$11.3 million.

It is likely the case that non-filed cannabis charges entail some court costs. For example,
there are labor costs for prosecutors to examine cases before they are thrown out. But assuming
half the remaining, non-filed arrests would have happened (which is between scenarios two and
three in Table 8 in terms of the fraction of arrests that would still occur), and that the marginal
court cost for those cases was $200, increases the total estimated court costs by only about
$600,000.

Corrections

Jails

Costs are incurred for jailing inmates who are held in pretrial detention or who are serving a
sentence for a cannabis conviction. We estimated that there were about 1,700 people with
cannabis charges in Indiana in jail on a given day in 2024. Assuming that this daily count was
typical (which is supported by the jail population trend data we presented) that was about
621,000 person-days in jail per year for inmates with cannabis charges. Estimates of the jail cost
of cannabis prohibition are strongly influenced by assumptions about (1) the fraction of these
person-days that would have been avoided absent cannabis prohibition and (2) the marginal cost
of a person-day in jail.

To estimate the fraction of days that would have been avoided, we use the Marion County
jail data to answer what fraction of person-days in jail would have remained if we assume that
people who still have been jailed for other charge types (and for as long) beside their cannabis
charge. For example, we might assume that all people in jail for both cannabis and violent or
property charges would still have been incarcerated were cannabis not criminalized, but that the
rest of the cannabis inmates would have not been put in jail. We estimate four such scenarios,
which are analogous to the four scenarios used in Tables 7 and 8. The difference is that in Table
9 we estimate the fraction of person-days in jail averted rather than arrests averted. We assume
that the estimated fractions, based on Marion County data, hold statewide.’

In Table 9, we present the estimates for three marginal cost possibilities: $25, $50, and $100
per inmate per day in jail. The Vera Institute of Justice (undated) estimated the average cost of

 We do not have data to test this assumption. In general, if cannabis leads to jail in other counties more often
without the other offense types considered in the four scenarios, that would mean that the costs of cannabis
prohibition for jails presented in Table 9 is an underestimate. Intuitively, those are jail stays that would not happen
without cannabis prohibition, but our Marion County-based estimate would obscure that.
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jail in Indiana (using data on 74 of 92 counties) in 2019 at $48 per day per inmate, which is
about $58 in 2024 dollars. Because this is an average cost, the marginal cost per inmate would be
lower, because, unlike average costs, marginal costs exclude fixed costs (like those to build and
maintain jails). We thus believe the lower end of our cost range is most likely but we include
higher values in case Vera’s costs estimates are too low (e.g., because of rising health care costs).

These estimates range widely, between $500,000 and $32.8 million, depending on
assumptions about the marginal cost of jailing a person for a day and the fraction of people
would still have been in jail. In the scenario in which only inmates with violent and property
charges would have been incarcerated, there would be a steep reduction in person-days among
cannabis inmates. In the scenario in which violence, other drugs, traffic offenses, and firearm
offenses still lead to jailing on the same scale there would only be a very slight reduction in
people days. In our view, estimates toward the lower end of this range are more plausible,
because (1) ending cannabis prohibition is unlikely to lead to a widespread change in
enforcement against violence, property offenses, other drugs, and traffic violations and (2) the
marginal cost of incarcerating one person for one day is likely to be quite low.

Table 9. Estimated Jailing Costs of Cannabis Prohibition, Under Different Assumptions About
Marginal Costs and Who Would Remain Incarcerated Absent Prohibition (in $ Millions)

Charge Types That Still Would Have Occurred and Led to Jailing Without
Cannabis Prohibition

Marginal

Cost of a Violent, Property, Violent, Property,

Person-Day Violent, Property, Other Drugs, Other Drugs,

in Jail Violent, Property Other Drugs Traffic Traffic, Firearms

$25 $8.2 $2.0 $1.3 $0.5

$50 $16.4 $4.0 $2.7 $1.0

$100 $32.8 $8.0 $5.3 $2.1
Prisons

Cannabis prohibition is unlikely to affect Indiana’s prison expenditures by much. Most
people imprisoned with cannabis charges will be serving time for more serious felonies that
would have occurred in the absence of their cannabis charges. As noted earlier in this annex, in
2024 only 22 of 8,491 prison admissions in Indiana were classified as having cannabis charges as
the most serious offense. Such a small number would only affect variable costs (e.g., it would
reduce food expenditures but not guard staffing or facility maintenance costs). This suggests that
in the absence of cannabis enforcement Indiana’s total expenditures on prison would be reduced
by less than 0.25 percent, perhaps substantially less. Indiana spent about $200 million on what
appear to be variable expenses for prisons in fiscal year (FY) 2024 (Indiana Department of
Corrections, undated), 0.25 percent of that is $500,000. This estimate may be too high since
Level 5 and 6 felonies (the most severe form of cannabis charges) entail relatively short prison
sentences, meaning people admitted in earlier years who are still incarcerated and thus costing
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money will be disproportionately skewed away from such types of felony charges. Put
differently, whereas one in 400 admissions might be primarily related to cannabis, it is likely
fewer than 1 in 400 inmates for which that is true.

Another way of estimating cost is to take the cost per inmate provided by Indiana (State of
Indiana, undated), which was $52.61 per day around 2024. It is not clear if this is an average or
marginal cost, but assuming it is marginal, that would mean the cost to incarcerate 22 people
with cannabis convictions in prison is $422,458 per year. Assuming a similar number of people
are admitted per year and that most serve three-year sentences, the annual cost of prison for
cannabis convictions would be $1.3 million.

Community Corrections

Probation is another cost associated with cannabis prohibition. To estimate the cost of
probation requires estimating how many people convicted on cannabis charges are sentenced to
probation, the marginal cost of probation, and how many of those people are placed on probation
absent cannabis prohibition, because of other charge types. This is challenging given that we lack
sentencing data and cost data for probation in Indiana. As noted earlier in this annex, in 2022,
there were 3,703 convictions with cannabis charges. Assuming half these people would not have
been convicted in the absence of cannabis prohibition (which seems plausible given the co-
charging patterns explored previously), Table 10 explores how the total probation cost of
cannabis prohibition varies with two other inputs: the marginal cost of probation per case ($600,
$1,200, or $2,400) and the fraction of convicted people sentenced to probation (25 percent, 50
percent, or 75 percent). These cost estimates assume a one-year probation sentence with
biweekly supervisory visits and costs per visit that range from about $24 to $93. Rouhani et al.
(2023) found a cost range of $13 to $59 per supervisory visit for drug cases in Baltimore, which
in 2024 dollars is $16 to $73.

Table 10. Estimated Probation Costs of Cannabis Prohibition, Under Different Assumptions About
Marginal Costs and Fraction of Convicts Sentenced to Probation Absent Prohibition (in $ Millions)

Percentage of Those Convicted of Cannabis

Marginal cost Charges Sentenced to Probation

of probation

per person 25% 50% 75%
$600 $0.3 $0.6 $0.8
$1,200 $0.6 $1.1 $1.7
$2,400 $1.1 $2.2 $3.3

SOURCE: This table features 2022 disposition data for cannabis
charges.

NOTE: This table assumes that half of those found guilty of cannabis
charges would have not been convicted (of anything) absent cannabis
prohibition.
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Estimating Indiana’s Cannabis Market and Possible Revenues from
Legalizing Cannabis Sales for Adult Use

In this section, we describe the data and methods used to generate estimates of the size of
Indiana’s cannabis market and possible tax revenues from legalizing commercial production and
sales for adult-use purposes. We used Monte Carlo simulation models to try to capture the
combined implication of uncertainty in various components (“parameters”) of these calculations.
We also describe types of uncertainty which may affect our estimates but cannot be accounted
for statistically because of data constraints.

Estimating the Size of Indiana’s Cannabis Market in 2024

Overview of Methodology

Our approach to estimating the size of Indiana’s cannabis market adapts methods developed
in prior RAND reports on the markets in Vermont (Caulkins et al., 2015) and Washington state
(Kilmer et al., 2013; Kilmer et al., 2019). Our methodology combines survey data on cannabis
use prevalence and frequency with estimates of the quantity of delta-9 tetrahydrocannabinol
(THC) consumed and associated expenditure per day of use.

Because each of these inputs carries uncertainty, we employ Monte Carlo simulation to
propagate uncertainty through the model and generate distributions of plausible market size
estimates in terms of quantity consumed and expenditures. Our model follows a straightforward
logic:
use days o THC consumed

THC Consumed = users X
user use day

use days o $ spent

Cannabis Expenditures = users X
user use day

The mechanics of the simulation involve more steps to account for evidence that survey
respondents tend to understate their cannabis consumption and that the amount of cannabis a
person consumes per day tends to increase as the number of consumption days increases. These
are described in detail later in this annex.

The model developed for this analysis makes one notable change relative to prior methods
because cannabis is now consumed in many forms, including vapes, dabs, drinks, and tinctures,
not just flower. That complicates efforts to use weight to quantify total cannabis consumption.
We instead use THC as a common denominator for comparing and combining across different
cannabis products, following the approach in prior research (Caulkins et al., 2015; Kilmer et al.,
2019). This approach is similar to expressing alcohol consumption in terms of pure ethanol to
compare across beer, wine, and spirits. Expressing cannabis consumption in terms of THC
content allows comparison across flower, concentrates, drinks, and vape products with varying
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potency levels, although admittedly cannabis is more complicated than alcohol because THC is
the principal but not the only psychoactive cannabinoid.

To be precise, this is THC that is consumed in the sense of being used up in the process of
consumption. It is not the amount of THC consumed in the sense of entering people’s bodies
(e.g., because some THC is lost to sidestream smoke).

Data

Our estimates draw on multiple data sources. For cannabis use prevalence and frequency
among Indiana adults, we start with estimates from the National Survey on Drug Use and Health
(NSDUH), then adjust for underreporting. For the quantity of cannabis consumed per day of use,
cannabis expenditures, and hemp-derived cannabinoid use, we draw on estimates from the
International Cannabis Policy Study (ICPS) and a review of the peer-reviewed literature.

NSDUH

We used 2022-2023 and 2023-2024 NSDUH data to estimate the number of Indiana
residents who use cannabis and the frequency with which they used it. The NSDUH is an annual
survey conducted by the Substance Abuse and Mental Health Services Administration
(SAMHSA) that provides national- and state-level estimates of substance use, mental health, and
service utilization. The survey employs a stratified multistage area probability sample of the
civilian, noninstitutionalized population of the United States ages 12 and older. The survey
employs probability sampling and weighting procedures designed to produce representative
estimates of state residents ages 12 and older. State-level estimates are derived using small area
estimation techniques that combine direct survey estimates with model-based predictions. The
NSDUH two-year restricted-use data tool (SAMHSA, 2025) provides Indiana-specific data on
the prevalence of past-month marijuana use and frequency of use among past-month users.

ICPS

We used ICPS data to (1) inform estimates of THC consumed per use day and dollars spent
per use day, and the proportion of past-month users who do not purchase cannabis and (2)
examine the hemp-derived cannabis use among all cannabis users. The ICPS is an annual cross-
sectional survey of cannabis use behaviors, purchasing patterns, and policy attitudes among
adults in multiple countries including the United States. The survey data for Indiana are a non-
probability sample obtained through online panels, with quotas to approximate census
demographics. Although the non-probability design limits the generalizability of prevalence
estimates, the ICPS provides detailed information on consumption quantities and expenditures
that are not available from probability-based surveys.
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Key Parameters

Cannabis Use Prevalence and Frequency in Indiana

Our figures for the number of past-month cannabis users in Indiana come from NSDUH
tables produced by SAMHSA (2025). The NSDUH restricted-use microdata includes a variable
(IRMJFM) that reports the imputation-revised number of days of self-reported cannabis use in
the past month among respondents residing in Indiana and nationwide over 2022 and 2023.
Because the detailed breakdown of use days we require is not yet available for 2023 and 2024,
we apply the distribution from 2022 and 2023 to the 2023 and 2024 data on past-month
prevalence. For the national sample, SAMHSA reports numbers of past-month cannabis users for
every value of IRMJFM from 1 to 30, these must be aggregated into four categories for the
Indiana-specific sample to avoid cell counts that are too small. In particular, for Indiana past-
month consumers are divided into four use frequency categories: infrequent (1 to 2 days),
occasional (3 to 5 days), frequent (6 to 19 days), and daily/near-daily (DND) users (20 to 30
days). We then use pooled 2022-2023 national data to estimate the distribution of use days
within each frequency category, and apply that to the Indiana category estimates. These values
are provided in Table 12 below.

Because the NSDUH sample of respondents ages 12 to 17 in Indiana is small, prevalence
cannot be broken out into the same four categories as for adults. Instead, we estimate past-month
use prevalence overall and impose the average use days for adults (15.7). This is likely to be an
overestimate because adolescents are less likely to be DND users, but we cannot find an
alternative estimate for the adolescent population. Nevertheless, the adolescent population’s
contribution to aggregate use and expenditures is small, so too is the potential bias from this
assumption.

We calculate annual use days by multiplying the number of users in each frequency category
by the average number of use days per month in that category, then multiplying by 12.

Quantity of THC Consumed per Use Day

Estimating the quantity of THC consumed per day of use is more challenging. Surveys rarely
ask about THC consumption because respondents have difficulty accurately reporting the
quantity of cannabis they consume, and the THC content varies substantially between products
and over time. There have, though, been various research studies that took on this challenge.
Table 11 summarizes peer-reviewed studies that provide estimates of THC consumed per day of
use among frequent or daily cannabis users.
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Table 11. Estimates of Daily THC Consumption from Prior Research

THC mg/day

Source Setting User Type (unadjusted) THC mg/day (MAEC)
Kilmer et al., 2019 Washington DND Mean: 320 Mean: 96

state, 2013 and (260-380) (78-114)

2018

Caulkins et al., 2020 Washington state Daily Median: 1.5 g flower —

and New York
Budney et al., 2024 U.S. web survey Past week Mean: 269 Mean: 92

(SD: 290) (SD: 97)

Borodovsky et al., 2024 U.S. web survey Daily — Median: 130;

Mean: 227

NOTE: MAEC = Method of Administration Equivalency Correction, which adjusts for bioavailability differences
across consumption methods. DND = daily/near-daily users.

Kilmer et al. (2019) estimated mean daily THC consumption of 320 milligrams (range: 260
to 380 milligrams) among DND users in Washington state. Budney et al. (2024) estimated mean
daily consumption of 269 milligrams (standard deviation: 290 milligrams) among past-week
users in a national web survey. Borodovsky et al. (2024) estimated mean MAEC-adjusted
consumption of 227 milligrams among daily users.

Using this literature, we specify a triangular distribution for THC consumed per day among
DND users with a minimum (250 milligrams), mode (325 milligrams), and maximum
(621 milligrams). The upper bound reflects higher estimates from the ICPS that may capture
recent increases in product potency.

For frequent but not DND users, we assume consumption per use day is 50 percent of the
DND rate. For infrequent and occasional users, we assume 33 percent of the DND rate. These
ratios are derived from ICPS data comparing consumption quantities across frequency
categories. They also are of only modest importance inasmuch as DND users dominate total
quantity consumed.

NSDUH Adjustment Factor

Kilmer et al. (2013) note that estimates from general population surveys need to be for
multiple factors, such as

e use by people outside the NSDUH’s sampling frame (e.g., active military, homeless who
are not in shelters)

e use by people who are in the sampling frame but nonetheless are not surveyed (e.g.,
because they were never home or refused to take the survey)

e misreporting of past-month use by people who are successfully surveyed

e misreporting of quantities consumed (e.g., days used in the past month) even if some use
is acknowledged.
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Based on the review of the available evidence in Kilmer et al. (2013), the authors apply an
aggregate adjustment factor to NSDUH using a random variable with mean 1.22 and standard
deviation 0.13, drawn from a normal distribution in each simulation trial. This factor has been
used in subsequent market estimates (e.g., Caulkins et al., 2015; Kilmer et al., 2019) and we
incorporate it into our simulations for Indiana.

Expenditures

Estimates of spending per use day are derived from the ICPS, which asks respondents about
their cannabis-related expenditures in the past 30 days. Using ICPS data from Indiana
respondents, we estimate a mean spend of $9.86 per use day (standard error = $1.44) among
respondents who reported purchasing cannabis. This included spending on all cannabis products
expressed in 2025 dollars.

Expenditure per use day is derived from Indiana respondents in the ICPS who reported both
their frequency of cannabis use and their cannabis-related spending in the past 30 days. Dividing
reported spending by reported use days yields an estimate of dollars per use day. Among Indiana
ICPS respondents, mean spending per use day is $10.87 with a standard error of $1.93. All
values are expressed in 2025 dollars.

Results

Total THC Consumed in Indiana

To estimate THC consumption in Indiana, we conducted 10,000 simulation trials, drawing
parameter values from specified distributions and computing total THC consumed and total
expenditures for each trial. The resulting distributions provide point estimates (mean and
median) and uncertainty ranges (percentiles).

In each trial, we draw the following parameter values from their specified distributions:

e User counts (#1a—e): Normal distributions with means and standard errors from the
NSDUH estimates

e NSDUH adjustment factor (#2): Normal distribution with mean 1.22 and standard
deviation 0.13

e Days per month (#3a—d): Triangular distributions with bounds at category limits and
modes at population-weighted means

e THC per day for DND (#4): Triangular distribution with minimum 250, mode 325, max
621

e Consumption ratios (#5a-b): Fixed at 0.50 and 0.33

Table 12 summarizes the model parameters and their distributions. In the table, we also
indicate random variables drawn from specified distributions in each simulation trial.
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Table 12. Model Parameters and Distributions

Step Parameter Source Low Middle High Notes
1 PM use day prevalence NSDUH 929,000 Sum of a—e
1a Infrequent 158,000 SE: 35,000
1b Occasional 138,000 SE: 35,000
1c Frequent 167,000 SE: 29,000
1d DND 433,000 SE: 65,000
1e Ages 12-17 33,000 SE: 5,000
2 NSDUH adjustment factor Kilmer et al. (2013; 1.22 SE: 0.13
2019)
3 Use days per month NSDUH
3a Infrequent 1 14 2
3b Occasional 3 3.9 5
3c Frequent 6 13.0 19
3d DND 20 27.6 30
4 Milligrams of THC per day Literature review 250 325 621
for DND users
5a Use ratio: Frequent/DND ICPS 0.50
5b Use ratio: Infrequent and ICPS 0.33
Occasional/DND
MT THC consumed per year Simulation output — 73.0 —

NOTE: Distributions: #1a-e and #2 are Normal (mean, SE); #3a-d and #4 are Triangle (low, middle, high); #5a-b are
fixed. MT = metric tons; PM = past-month; SE = standard error.

Figure 5 presents the distribution of THC consumption estimated from the Monte Carlo
trials. The center of the distribution is about 73 MT (mean = 73 MT, median = 70 MT). Nine in
ten simulation trials fell between 45 MT (5th percentile) and 110 MT (95th percentile), and the
95 percent fell between 40 MT and 120 MT. This wide range reflects the substantial uncertainty
in the underlying parameters, particularly in the quantity of THC consumed per day of use.
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Figure 5. Distribution of Simulated THC Consumption Estimates
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NOTE: Dashed red lines indicate 5th and 95th percentiles; solid black line indicates mean.

The quantity of THC consumed per day of use is difficult to measure and varies substantially
across users and products. The wide range in our simulation results (45-110 MT for the
90 percent interval) largely reflects this uncertainty. Additionally, average potency levels have
been increasing over time, and our estimates may not fully capture these trends.

Total Cannabis Expenditures in Indiana, 2024

We estimate total expenditures on cannabis by Indiana residents using a parallel approach in
which we multiplied annual days of use by dollars spent per day among the 91 percent of past
month users who purchased cannabis in the past month. Among Indiana residents who claim
past-month cannabis use in the ICPS, 9.3 percent report to have not purchased any cannabis. This
may include homegrown, gifted, and stolen cannabis. As a word of caution, the survey does not
allow us to differentiate the fraction of cannabis consumed that was purchased among those who
reported any amount purchased, so our assumption may inflate the estimated dollar value of the
market.

The mean and median of this distribution are $1.8 billion. The 90 percent simulation interval
spans from $1.2 billion (5th percentile) to $2.6 billion (95th percentile). Table 13 provides
additional points on the simulated distributions of THC and expenditure.
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Table 13. Summary of Simulation Results

Statistic THC (MT) Expenditure ($ Billions)
Mean 73 $1.8
Median 70 $1.8
Standard deviation 21 $0.4
5th percentile 45 $1.2
25th percentile 58 $1.5
75th percentile 60 $2.1
95th percentile 110 $2.6

NOTE: Results are based on 10,000 Monte Carlo simulation trials.

These expenditure estimates imply an average spending on cannabis products of
approximately $25 per gram of THC. This is equivalent to paying $6.30 per gram of cannabis
flower that contains 25 percent THC, which might seem slightly low but recall that some
cannabis is purchased in larger quantities and receives quantity discounts. At the ounce level, this
translates to roughly $180 per ounce of flower—figures that are broadly consistent with reported
prices for cannabis in nearby legal markets and in the illicit cannabis market (see Table 10 in
Hrdinova, 2025).

Limitations and Additional Sources of Uncertainty

THC Obtained Versus Consumed

Our estimates reflect THC obtained by Indiana residents, not necessarily THC consumed.
Some fraction of cannabis products obtained may be wasted or not fully consumed. Our
estimates also do not account for differences in bioavailability between consumption methods.

Survey Data Limitations

We draw from two high-quality surveys for this analysis, but their sampling frames may miss
some subpopulations. Both surveys miss institutionalized populations, including incarcerated
individuals, residents of long-term care facilities, residential treatment centers, and group homes,
people experiencing homelessness, and some active-duty military members. These missing
populations are accounted for in the previously discussed adjustment factor.

The ICPS represents a non-probability sample at the state-level in Indiana, so consumption
and expenditure estimates derived from this source should be interpreted cautiously. We use
ICPS data primarily to inform ratios and patterns rather than to produce population-level
estimates.
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How Much Do Indiana Residents Spend on Intoxicating Hemp Products?

There is no authoritative source on the amount of money spent on intoxicating hemp products
by Indiana residents. Even the available national estimates are not peer-reviewed and differ by an
order of magnitude. The goal of this section is to triangulate information from multiple sources
to provide an estimate of the plausible spending range and to consider how these figures relate to
our model estimates.

Before proceeding there are at least three reasons why estimating spending on hemp-derived
products is so difficult. For one, consumers may not understand the difference between hemp-
based cannabis products and traditional cannabis products. Second, even if they understand the
difference conceptually, they may not know how any given product or package was produced;
and packaging is not always fully transparent, particularly for illegal purchases. Third, the
terminology around cannabis products is changing rapidly and not consistent over time. So even
if respondents are fully informed about the nature and origins of the cannabis products they
purchase, survey question wording may not match the terminology they use.!’

Hemp-Derived Product Use in Indiana's ICPS Data

The ICPS distinguishes between cannabis products categorized as normal (herb, drops,
capsules, vapes, edibles, drinks, concentrates, hash, tinctures, and topicals) and “novel” hemp-
derived products (delta-8, THCA, HHC, THC-O-acetate, THCP, and delta-10). This illustrates
the challenge with survey wording. For example, most if not all those product types (e.g.,
edibles, vapes) can be made with hemp-derived delta-8 THC. Still, the ICPS is one of the most
detailed well-run surveys available.

The 2023-2024 ICPS respondents from Indiana reported spending far more on normal
products ($125,000) than on novel products ($13,000)—a ratio of approximately 10:1. However,
the ICPS employs a non-probability sample, so these figures should be interpreted as suggestive
rather than representative of the Indiana population. It is also unclear whether respondents who
purchased hemp-derived delta-9 THC reported their spending in the “normal” or “novel”
categories.

10 Senator, Priest, and Kilmer (2026) highlight how this is an issue with NSDUH:

The 2024 National Survey on Drug Use and Health (NSDUH) questionnaire first asks respondents
about their lifetime use of cannabidiol (CBD) or hemp products prior to asking about “marijuana
and cannabis products,” explaining that CBD and hemp products have no or small amounts of
THC, are not intended to cause a high, come in various forms (including oils, lotions, edibles, and
isolates), and are sometimes used to relieve pain, reduce anxiety, or help with sleep. Regarding
marijuana and cannabis products, respondents are asked to exclude their use of CBD or hemp
products. These questions still leave some products, such as hemp-derived delta-9 THC drinks and
gummies, in a gray area for survey respondents (p. 21).
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Examining National Estimates

It is common for media outlets—as well as policymakers—to reference a $28 billion hemp
industry in the United States. National estimates also indicate that retail spending on intoxicating
hemp in 2024 was closer to $3.5 billion—almost an order of magnitude lower. Neither estimate
comes from a peer-reviewed study, and the gap is likely attributable to differences in
methodologies and which products are included.

The $28 billion figure comes from a 2023 report that focuses on all hemp-derived
cannabinoids, including non-intoxicating cannabidiol (CBD) (Whitney and Wilberding, 2023). It
is not an estimate of sales per se, but rather “the total demand for hemp-derived cannabinoids”
(Whitney and Wilberding, 2023, p. 4). This estimate is based on a survey of hemp cultivators,
manufacturers, distributors, and retailers, with more than 815 responses from 45 states. Estimates
from multiple models are based on average store revenues multiplied by the number of outlets
and an upper-bound model in which per capita spending was calculated from known states and
applied to adult populations nationwide. These models produced a range from $21 billion to $35
billion. As the report uses a proprietary method and the underlying store revenue and state-sales
estimates (and the uncertainty surrounding them) are not published, it is difficult to determine
how much stock to put into these figures.

A much more conservative figure comes from a cannabis consulting company, which
estimated the total hemp-derived cannabis market (CBD and hemp THC) at about $7 billion,
with approximately $3.5 billion attributable to sales of hemp THC products in 2024 (Brightfield
Group, 2024). This figure appears to be based on a quarterly survey of those who used these
products in the previous six months, weighted based on user demographics from a larger general
population survey. Once again, it is difficult to determine how much stock to put into these
figures as the raw and weighted data are not published.

Indiana-Specific Estimates

According to a Whitney Economics report, total retail revenue from hemp-derived
cannabinoid products in Indiana is estimated at approximately $600 million to $700 million
annually, which is only slightly more than the authors’ national estimate of $28 billion prorated
by Indiana’s population (Whitney and Wilberding, 2023).11 The authors report that the Indiana
market operates through nearly 2,000 businesses statewide, including more than 500 retail stores
(e.g., smoke shops, vape stores, and CBD stores) and more than 1,000 gas stations that sell these
products. Products are also sold in grocery stores, liquor stores, and bars. In the Whitney
Economics report, the authors estimate from a proprietary survey that annual retail revenues per
store exceeded $600,000. This is consistent with their estimated national average.

11 The authors reached the estimate as follows: $28 billion nationally times Indiana’s share of the U.S.
population (6.92 million / 344 million) is $560 million.
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It is unclear how much of this total is attributable to intoxicating hemp versus non-
intoxicating CBD and it is important to note some products contain both. If the roughly 50:50
ratio from the Brightfield Group is accurate, that would put annual spending on intoxicating
hemp in Indiana in the range of $300 million to $350 million.

Reconciling Estimates

Our model estimates—median expenditure of approximately $1.8 billion—are derived from
a battery of cannabis/marijuana use questions in NSDUH; the survey explicitly instructs
respondents not to include hemp-derived products in their responses. Thus, in principle, our
model estimates primarily reflect spending on cannabis obtained through illegal channels or from
legal markets in other states, rather than spending on intoxicating hemp products sold legally in
Indiana.

If the Whitney-derived estimate of $300 million to $350 million for intoxicating hemp and
our model’s best estimate of $1.8 billion are indeed measuring distinct markets, total Hoosier
spending on intoxicating cannabinoids could exceed $2 billion annually. However, there is likely
some overlap because respondents to NSDUH may not clearly distinguish between hemp-
derived THC products and other cannabis when reporting their use. The extent of overlap is
unknown. Furthermore, if the Brightfield Group’s national figure is more accurate than the
much larger Whitney estimate, then that also might point to somewhat lower spending.

Readers should be cautious about drawing strong inferences from the Whitney estimates.
First, the methodology relies heavily on proprietary survey data with limited transparency about
sampling, response rates, and weighting procedures. Second, the estimates assume average
revenues per store that may be overstated for businesses where cannabinoids represent only a
portion of sales (such as gas stations and convenience stores). Third, there is no independent
validation of the business counts or revenue figures.

For context, research from the Drug Enforcement and Policy Center at The Ohio State
University notes that “the national market for intoxicating hemp products is estimated to be only
about 10% of the overall size of the marijuana industry” (Drug Enforcement and Policy Center,
undated-a). The small sample available from Indiana respondents to ICPS corroborates that
statistic, but we would expect a higher proportion of use in states that prohibit medical and
recreational cannabis. If this ratio held for Indiana, and our $1.8 billion estimate approximates
the state’s total cannabis market, then the intoxicating hemp segment would be on the order of
$180 million. With respect to the upper bound, we combine the Indiana-specific findings from
Whitney Economics (Whitney and Wilberding, 2023) that the total retail market for hemp-
derived products (CBD and THC) is approximately $600 million to $700 million annually and
the Brightfield (2024) national-level finding that hemp-derived cannabis products are evenly
split between CBD and THC. Thus, we conclude that spending on hemp-derived intoxicating
cannabinoids may fall between $175 million and $350 million annually circa 2023 and 2024.
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Potential Tax Revenue Projections

Our approach to estimating potential tax revenue builds on the market size estimates. This
section describes the methodology, key parameters, and findings based on varying assumptions.

Methodology

To project tax revenue under legalization, we apply the following formula:
R=Eox(1+9) xyxt

Where:

Eo = baseline cannabis expenditure ($1.8 billion)

0 = change in spending after legalization

y = market capture rate (share of expenditure that is received by licensed Indiana vendors,
reported, and taxed)

t = effective tax rate

Each parameter carries uncertainty, which we address through scenario analysis. This
approach allows transparent presentation of how key assumptions drive the revenue estimates.

Key Parameters

Tax Structure

For our baseline projections, we assume a Michigan-style tax structure with a retail excise
tax and sales tax, for an effective combined rate of 18 percent. Michigan's structure provides a
useful reference point as a neighboring state with a mature market. We also present sensitivity
analyses varying the effective rate from 10 percent (low-tax scenario) to 30 percent (high-tax
scenario) to illustrate the tax structure’s impact on projected revenue.

Change in Spending After Legalization

The evidence on whether cannabis legalization increases spending is mixed (see Annex I).
Some studies find increases in past-month use of 10 percent to 25 percent, while others find null
effects, particularly several years post-legalization; however, the bulk of more rigorous studies
generally agree that legalization increases prevalence for adults (Annex I). Furthermore, policy
liberalization can be accompanied by increases in the intensity of use (Caulkins, 2024), and
declines in price, the latter of which reduces expenditures per unit of consumption (Smart et al.,
2017). We model three scenarios: a conservative case assuming no change in spending (0
percent), a moderate increase (+10 percent), and a larger increase (+20 percent). Given that
Michigan’s legal market is accessible to many Indiana residents, some portion of any legalization
effect may already be reflected in current consumption patterns.
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Market Capture Rate

The market capture rate—the share of total cannabis expenditure flowing through licensed
Indiana vendors and effectively taxed—is the most consequential and uncertain parameter in our
model. It determines how much of the total market translates into taxable sales within Indiana.

We have limited evidence on two critical factors. First is potential for loss of sales to other
states, such as Michigan. Michigan’s cannabis market has experienced dramatic price declines,
with average retail flower prices falling from more than $200 per ounce in 2021 to closer to $60
per ounce by late 2025—among the lowest legal cannabis prices in the nation.'? This price floor
creates a competitive constraint for any Indiana market (Martinelli, 2025). If Indiana's post-tax
retail prices substantially exceed Michigan's, consumers—particularly those in northern
Indiana—may continue purchasing across the border.

Second, it is unclear what will happen to the tax revenues from intoxicating hemp sales if
Indiana legalizes cannabis sales. This is further discussed below.

We model three capture scenarios:

e Low (30 percent): Michigan’s price advantage dominates; Indiana captures only
consumers for whom convenience strongly outweighs price
e Medium (50 percent): Convenience and price roughly balance; Indiana’s licensed and
taxed producers achieve moderate market penetration
e High (70 percent): Strong in-state preference; Indiana prices are competitive enough to
capture most local demand
For a point of comparison, authors in a Whitney Economics report assumed an approximately
45 percent capture in its Indiana projections (Whitney, 2021). Mature cannabis markets without
low-price neighbors (e.g., Oregon, Colorado) have achieved higher proportions of total demand,
but Indiana's proximity to Michigan's exceptionally low-price market makes such capture rates
unlikely without highly competitive pricing of Indiana cannabis.

Results

We estimate that Indiana residents currently spend approximately $1.8 billion annually on
cannabis products (90 percent confidence interval: $1.2 billion to $2.6 billion). This baseline
includes expenditures across all sources: illicit market purchases, legal purchases in neighboring
states (primarily Michigan), and hemp-derived cannabinoid products sold legally in Indiana.

Table 14 presents a scenario matrix showing how tax revenue varies across combinations of
assumptions about market capture and the change in expenditures after legalization.

12 Sources comparing current price data across states are of uneven quality, but for what it is worth, one industry
magazine (Martinelli, 2025) describes Michigan’s retail prices as being the second lowest in the nation ($3.35 per
gram, just behind Oregon), whereas it lists Ohio’s prices as being much higher ($6.55 per gram), and an earlier
article in the same outlet put Illinois’ prices at $8.32 per gram, so we single out Michigan in this discussion of cross-
border effects.
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Table 14. Annual Tax Revenue by Capture Rate and Change in Spending After Legalization

(in $ Millions)
Conservative Moderate Aggressive
Market Capture (6 =0%) (6 =+10%) (8 = +20%)
Low (y = 30%) $100 $105 $115
Medium (y = 50%) $160 $180 $190
High (y = 70%) $220 $250 $270

NOTE: Bolded cell indicates central estimate. All figures assume 18% effective tax rate.

The choice of tax structure significantly affects projected revenue. Table 15 illustrates how
revenue varies under different effective tax rates, holding the central assumptions for market
capture (50 percent) and change in spending after legalization (+10 percent) constant.

Table 15. Tax Revenue Sensitivity to Tax Rate Based on Central Scenario

Tax Structure Effective Rate Tax Revenue ($M) Example

Low tax 10% 100 Flat excise only

Baseline (Michigan 18% 180 10% excise and 7% sales

style) compounded

Moderate 21% 210 13% excise and 7% sales

compounded

llinois style (tiered) 25% 250 THC-tiered + sales

High tax 30% 300 Washington-style ad
valorem

NOTE: Table is based on $990 million gross legal sales (central scenario). Assumes capture rate is
independent of tax rate, which may overstate revenue at higher tax rates. Both the moderate and baseline
effective rates reflect the assumptions that the excise and sales taxes are imposed sequentially—for
example, (1 +10%) x (1 +7%) — 1 = 18%.

A critical caveat applies to this sensitivity analysis: we hold the market capture rate constant
across tax scenarios. In practice, higher tax rates translate to higher retail prices, which would
likely reduce market capture—particularly given competitive pressure from Michigan. An
Indiana market with a 30 percent effective tax rate would need to absorb that tax burden through
some combination of lower producer margins, lower retail margins, or higher consumer prices. If
passed through to consumers, the resulting price increase could push marginal consumers toward
Michigan's lower-priced alternatives, reducing the capture rate and potentially offsetting the
higher per-dollar tax rate.

A crude method based on the experience of states that legalized adult-use cannabis bears out
a relatively similar range. Median annual per capita cannabis revenues from states that legalized
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is $25 per capita for states that first opened cannabis stores after COVID started and $40
before.!* Multiplying by Indiana’s population of 7 million predicts roughly $175 million to $280
million. Finally, if Indiana legalized cannabis, it is unclear what would happen to tax revenues
coming from intoxicating hemp. As we have seen in other states that allow both, there may still
be demand for intoxicating hemp (especially from those younger than 21). The midpoint of our
estimated range for annual spending on intoxicating hemp in Indiana is $263 million

($175 million to $350 million) and multiplying that by Indiana’s 7 percent sales tax suggests the
state could currently be generating roughly $18 million in sales tax revenue from these products.
If one assumed that cannabis legalization would wipe out the entire intoxicating hemp market in
Indiana, that would reduce our baseline estimate of sales tax revenue only about 10 percent—
well within the wide range of estimates we present. There are also other ways the state could
generate revenues from a legal cannabis market (e.g., licensing fees, income taxes from those
working in the industry) that could be larger than what is currently generated from the
intoxicating hemp market

Case Studies of Arizona and Ohio

In this section, we take an in-depth look at the cannabis policy approaches taken in two
states: Arizona and Ohio. We chose these two states for multiple reasons: They both lean
politically right, similar to Indiana; they are at different stages of legalization; one is close to
Indiana, while the other is in another part of the country; and in some respects, they have taken
different approaches to legalization. The goal is not to conclude that one state is doing a better
job than the other. Our aim is to highlight their approaches in ways that offer additional insights
for policymakers who are contemplating or debating changes in their cannabis policies.

To complete these case studies, we reviewed state laws, government reports and websites,
media stories, and, when available, peer-reviewed literature. We also conducted interviews with
regulators, law enforcement, members of the industry, researchers, and other key informants to
help answer questions that we could not answer with desk research alone. We begin with the
“Key Insights from Arizona and Ohio” box, then present a summary comparisons table of the
approaches these two states have taken, and then present more detailed information for each
state.

13 This excludes New York from the post-COVID group because reliable tax revenues were not available. Including
the state would have likely pushed the $25 estimate lower.
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Some Key Insights from Arizona and Ohio

1. The approach to medical cannabis legalization often influences decisions about whether and how to
legalize adult use. Arizona and Ohio had for-profit commercial medical industries that helped finance ballot
initiatives to expand their customer base with adult-use legalization (Ballotpedia, 2026a, 2026c¢). In both
states, the licensing process for adult use initially favored existing medical dispensaries, allowing them to
convert to dual-use licenses and sell cannabis to any adult 21 and older. If decisionmakers are skeptical of
having adult-use dispensaries, they may want to consider this if they are first making decisions about medical
cannabis. There are other alternatives, e.g., distributing medical cannabis via mail order like in Canada (Shim,
Nguyen, and Grootendorst, 2023).

2. Both states have recently cracked down on unregulated intoxicating hemp products. In Arizona,
unlicensed hemp products proliferated as they have in Indiana, creating competition for the tested products
sold in licensed cannabis stores. The Arizona attorney general declared unregulated and unlicensed
intoxicating hemp products illegal and, as of April 2025, products with THC—even if derived from hemp—can
only be legally sold in licensed cannabis dispensaries (Duhownik, 2026). In December 2025, Ohio Governor
Mike DeWine signed Ohio Senate Bill 56 (2025), which bans unregulated intoxicating hemp products. The
Drug Enforcement and Policy Center at The Ohio State University’s Moritz Law School reports that “[d]espite
some media coverage to the contrary, the Ohio Division of Cannabis Control has stated that intoxicating hemp
cannot be sold in licensed dispensaries in Ohio” (Drug Enforcement and Policy Center, 2025a) The Drug
Enforcement and Policy Center (2026d) has noted that “all hemp-derived THC products are prohibited in the
state of Ohio as of March 20, 2026.”

3. There will be large price declines in wholesale prices, especially absent limits on the amount of
cannabis produced. Even if the number of production licenses is limited, producers and processors can ramp
up THC production with larger grows, different strains, and extra harvests. One producer in Arizona noted that
a pound of high-quality flower selling for about $3,000 per pound before adult-use legalization now sells for
closer to $500 to $600 per pound. However, just because wholesale prices decline does not mean retail prices
must as well.

4. When issuing retail licenses, the free market does not have to prevail. Unlike Michigan, both states
have limited the number of retail cannabis outlets. As of February 1, 2026, Arizona had 169 operating adult-
use dispensaries (Arizona Department of Health Services [AZDHS], 2026a), and Ohio passed a law in
December 2025 to cap outlets at 400 (Drug Enforcement and Policy Center, 2025b). These limits correspond
to approximately 2.2 and 3.4 cannabis stores per 100,000 people in Arizona and Ohio, respectively. Applying
this range to Indiana would put the number of stores roughly between 150 to 240 statewide..

5. In addition to capping the number of outlets, both states allow localities to “opt-out” of allowing
retail stores. It is unclear how many localities in Arizona have formally opted out, but in Ohio, approximately 7
percent of municipalities have passed moratoriums on retail stores (Drug Enforcement and Policy Center,
undated-b). Even in places that choose not to allow retail sales, adults may still legally possess and grow a
certain number of cannabis plants.

6. Both states have loosened their bans on cannabis deliveries, but not in the same way. Although not
initially allowed, Arizona now allows cannabis delivery to customers (“Recreational Marijuana Home Delivery
to Begin in Arizona,” 2024). Ohio prohibited deliveries, but the recent passage of SB 56 allows for the creation
of regulations for cannabis to be delivered to medical cannabis patients (Drug Enforcement and Policy Center,
2025a).

7. Lawsuits against the regulatory agency could be filed before and after stores open If Indiana limits
the number of cannabis licenses, some of those who do not get a license may sue the state. This happened in
Arizona, and the state regulatory body used some of its cannabis tax revenues to hire a private law firm to
handle these cases (and others). There may also be instances in which the state may have to take legal
action against licensees. This does not mean that states would have to hire private law firms in lieu of existing
government lawyers, but lawsuits should be anticipated and incorporated into potential regulatory costs..
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Table 16. Overview of Arizona and Ohio’s General Cannabis Policy Environment

Feature

Arizona

Ohio

Medical cannabis policy Legalized via Proposition 203 in 2010:

Adult-Use cannabis
policy

Passage to first sales

Dispensary caps

Intoxicating hemp

Expungement process

Social equity provisions

Managed by AZDHS. Patients with
qualifying conditions can possess up to
2.5 oz every 14 days.

Legalized via Proposition 207 in 2020:
Adults 21 and older can possess up to 1 oz
(with no more than 5 g being concentrate)
and grow up to six plants at their primary
residence.

Very fast turnaround: Around 3 months from
passage to sales. Proposition 207 passed in
November 2020; adult-use sales began in
January 2021.

Pharmacy density rule: The state cannot
issue more than one cannabis
establishment license for every ten
registered pharmacies in the state.

Tightening in 2025: Legislation (House

Bill 2179) passed in 2025 and added strict
advertising bans and age restrictions (21
and older) for all intoxicating cannabinoids.
Intoxicating hemp products can be sold in
dispensaries only.

Broad relief: Under Proposition 207,
individuals can petition to have records for
small-scale possession (less than 2.5 0z)
expunged and sealed.

Lottery model: Issued 26 social equity
licenses to individuals from communities
disproportionately affected by previous drug
laws.

Legalized via House Bill 523 in 2016:
Managed and regulated by the Division of
Cannabis Control. Patients with qualifying
conditions can purchase up to a 90-day

supply.

Legalized via Issue 2 in 2023: Adults 21 and
older can possess up to 2.5 oz of flower
(increased from 1 oz in June 2025) and up
to 15 g of extract.

Issue 2 passed in November 2023: Adult-
use sales began in August 2024.

Dispensary licenses are capped at 400
statewide: A new dispensary cannot be
located within 1 mile of existing dispensary.

Strict regulation: In December 2025,
Governor DeWine signed a bill banning
intoxicating hemp sales.

Variable: Issue 2 created a system for
expungement but recently passed state
Senate Bill 56 added new minor
misdemeanor penalties for possessing out-
of-state cannabis.

Programmatic: Issue 2 established a
Cannabis Social Equity and Jobs Program,
then state Senate Bill 56 (December 2025)
removed this Program apart from the
expungement provisions.

SOURCE: Features information drawn from Ballotpedia, undated-a; Ballotpedia, undated-b; Ballotpedia, undated-c.
NOTE: g = gram; oz = ounce;
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Arizona

Medical Cannabis

In November 2010, voters approved Proposition 203—the Arizona Medical Marijuana Act—
which established the medical cannabis program for the state (Arizona Judicial Branch, undated-
b). The proposition narrowly passed with 50.1 percent of the vote.

The Arizona Medical Marijuana Act outlines eligible medical conditions and includes
chronic pain, which accounts for more than 93 percent of total cardholders, and other conditions
(e.g., cancer, HIV/AIDS, and PTSD). The law also includes civil discrimination protections for
medical cannabis patients concerning employment, housing, education, and child custody
(AZDHS, 2026b).

Under the law, individuals with medical cards can possess up to 2.5 ounces of cannabis in
dried flower or any mixture or preparation thereof (Arizona Revised Statutes Title 36, Chapter
28.2). Individuals can designate a caregiver on their behalf to obtain, transport, and administer
medical cannabis to them. Caregivers must be at least 21 years old, pass a criminal background
check, and are limited to being a caregiver for up to five people. The role of the caregiver is not
paid under law, although the Arizona Medical Marijuana Act permits caregivers to receive
reimbursements for the costs they incur when obtaining, transporting, and administering
cannabis. Both adult and minor patients can designate an adult to be their caregiver. Caregivers
are allowed to cultivate up to 12 cannabis plants for medical use if the patient’s home is more
than 25 miles from the nearest dispensary and if the patient has designated the caregiver as their
approved cultivator. Patients under the age of eighteen need their parent or guardian to be
designated as their caregiver and the patient and their guardian need to apply together. For
minors, the caregiver helps with the application process, helps with obtaining and using medical
cannabis, and ensures legal compliance and responsible use.

The registry card costs $150 for the initial card, and $150 to renew for two years. Individuals
with SNAP benefits receive a 50 percent discount down to $75. Caregivers pay a $200
application fee for each medical card application. Minors pay $350, which includes their
caregiver’s licensing fee.

The AZDHS set up registry cards and dispensaries in the spring of 2011. (AZDHS, 2026b).
Issues arose during the early period of licensing and opening these dispensaries. One interviewee
who had worked in the state’s medical marijuana industry since 2012 in a senior patient care role
recalled a lack of consistently available product following the establishment of the medical
market, delaying some dispensaries from opening in late 2012 and early 2013. That interviewee
additionally saw a lack of testing mandates as an issue when establishing the medical market, as
it put emphasis on word-of-mouth reputation rather than scientific testing vis-a-vis product
quality. Indeed, testing mandates for products were not introduced until late 2020.

Another interviewee who owned medical dispensaries discussed the difficulties when
original licenses were being granted via a statewide lottery. People interested in the licenses had
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to secure a lease, have capital, and faced difficulty securing bank loans because of the federal
restrictions on medical use of cannabis. Interviewees suggested that landlords were skeptical, and
many dispensaries were not viewed as “good for business” but rather as a detriment to the
neighborhood and so were not able to secure leases near other retail locations. Dispensaries
ended up being opened in more industrial areas across the state, and in areas with less foot
traffic.

The number of people with medical cards peaked in 2021, with over 260,000 cardholders,
and the number has steadily declined since the legalization of adult use in 2020. As of July 2025,
there were more than 85,000 medical card holders (Arizona Cannabis Information Portal, 2026).

Overview of Adult Use

In November 2020, Arizona voters approved Proposition 207, the Safe and Smart Act, with
60 percent in favor of legalizing and regulating cannabis supply for adults. The law took effect
November 30, 2020, with sales beginning January 22, 2021. Arizona Administrative Code, Title
9 Chapter 18, and Arizona Revised Statutes Title 36, Chapter 28.2, are the current versions of the
rules and regulations governing the state’s adult-use cannabis program and market.

Under the Safe and Smart Act, adults 21 and older may possess up to 1 ounce of cannabis,
and up to 5 grams of the ounce can be a concentrate, such as wax or oil for a vape pen (Arizona
Department of Revenue, undated; Arizona Revised Statutes, Title 36, Chapter 28.2). The law
also allows adults to grow up to six plants at their primary residence, and no more than 12 plants
in households in which two or more people ages 21 or older reside. Sharing 1 ounce with another
adult ages 21 or older, or up to six plants, is permitted under the Safe and Smart Act.

Oversight and Licensing

As with medical cannabis, the AZDHS is mandated to oversee the licensing and regulation of
retail sales, production, and testing facilities (Arizona Administrative Code, Title 9, Chapter18,
2024; Arizona Department of Revenue, undated) As noted by interviewees, this unified oversight
mirrors the state’s medical program and helps streamline coordination across cultivation, retail,
and testing operations.

Arizona has implemented a limited-license framework for its adult-use program.
Establishment licenses—the main license for selling adult-use cannabis issued by the AZDHS—
include a $25,000 initial fee with an annual renewal fee of $5,000. Fee waivers are available for
low-income applicants (Arizona Administrative Code, Title 9, Chapter 18, 2024). The licensing
structure includes both Transaction Privilege Tax (TPT) licenses and Marijuana Excise Tax
(MET) licenses (Arizona Department of Revenue, undated). To sell cannabis and related
products, retailers need both a TPT and an MET registration number.

Fees are lowered for social equity license applicants, with a renewal fee of $4,000; Arizona
reserves 26 of its total statewide licenses for these social equity licenses (Minority Cannabis
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Business Association, undated). Further information on social equity licensing in Arizona is
provided later in this section.

When applying for a license, businesses can apply for medical use, adult use, or dual use
licenses. Businesses that already sold medical cannabis had to register separately as an adult-use
cannabis retailer after Proposition 207 passed. During interviews, dispensary owners discussed
the high start-up and maintenance costs of running a successful business, particularly around
testing and regulation.

Municipalities are given the autonomy to opt out of adult-use operations. Some cities, such as
Scottsdale, Arizona, opted out of permitting recreational cannabis sales and cultivation within its
borders shortly after Proposition 207 was passed by the state (Schutsky, 2020). Some cities, such
as Mesa, Arizona, banned recreational-only dispensaries from operating within the state but
allowed dual-license holders (Minkin, 2021).

Dispensary restrictions are set by the AZDHS in the Adult-Use Marijuana Program Rules
(Arizona Administrative Code, Title 9, Chapter18, 2024). The department is allotted one
cannabis license establishment license for every ten registered traditional pharmacies in the state.
Additionally, in counties lacking any medical cannabis dispensaries, AZDHS may grant licenses
for up to two cannabis establishments. For most dispensaries that are dual use in Arizona, two
separate licenses are required—one for medical cannabis which grants the non-profit status, and
a separate adult-use license that is required to pay the excise tax rate. For the purposes of license
counting by AZDHS, these are considered two separate licenses, although both licenses must be
for the same business and operational location.

From the beginning of the adult-use program, Arizona has permitted—but does not require—
a fully vertical system. Each adult-use license allows a business to operate across all stages of the
supply chain, from production to retail. Industry representatives suggested that this was the norm
for cannabis establishments in the state, adding that this keeps quality control tight but makes it
difficult for small, specialized businesses looking to enter the market. A regulatory official
working for the AZDHS confirmed that the market still remains largely vertically integrated and
further added that off-site cultivation is permitted for businesses under an adult-use license. The
official highlighted that this helped the existing medical dispensaries maintain their operational
setup when moving into their dual-license status for adult-use sales. It should be noted that
vertical integration is not a legal requirement, despite it being the prevailing operational norm
(Biotrack, 2025; “Is There Still Room for Starting Small?”” 2022).

Implementation

Arizona’s rollout was among the fastest nationally, taking three months between
Proposition 207 passing in November 2020, becoming law in December 2020, and retail sales
beginning by January 2021. Interviewees noted that this was facilitated through exempt
rulemaking, which bypassed lengthy administrative procedures that typically would have taken
over a year under non-exempt circumstances. The speed of implementation was also contributed
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to by the “grandfathering,” in interviewees’ words, of existing medical dispensaries into the
adult-use program under dual-use status. This occurred via the codified Proposition 207
mandating that the AZDHS first require to take early applications for licenses from January 19,
2021, through March 9, 2021, of which eligible applicants must be accepted for a license within
sixty days—and only existing medical dispensaries were eligible to qualify for early application
status. As a result, existing medical dispensaries were given significant priority for adult-use
licenses. As of July 2025, 171 establishments are licensed, with 170 operational (AZDHS, 2025).

One interviewee who worked in patient care and advocacy discussed the oversaturation of
the market and the effects on sellers during this rapid market expansion. Wholesale prices,
according to the interviewee, ranged from $450 to $900 per pound, and some land licensed for
growing was sitting empty to ensure prices did not tank. Another interviewee said the range was
$500 to $600 per pound. Other data suggest prices have fallen in Arizona over time; LeafLink, a
wholesale platform that collects and shares price changes over time for various states, shows
Arizona having a 24.1 percent decrease in price from 2023 to 2024 (Robertson, 2024). Another
analysis of data from the Arizona Department of Revenue showed a 35 percent decline in the
average retail price from the beginning of 2024 to the end of the year (Archer, 2025). That
interviewee particularly noted the unique circumstance of the COVID-19 pandemic at the time,
believing that stimulus checks and the designation of dispensaries as essential businesses caused
sales to surge “like it was 420” during the early period of the adult-use market.

Taxes, Revenues, and Expenditures

Arizona imposes a TPT for both medical and adult-use cannabis sales. A TPT is a tax placed
on the vendor for doing business rather than on the consumer. There is an additional 16 percent
excise tax applied to adult-use retail cannabis transactions (Arizona Department of Revenue,
undated). Cultivators and processors pay licensing fees but are not subjected to the 16 percent
excise tax. Cannabis sales are subject to the standard sales tax rate of 5.6 percent, in addition to
the excise tax. Counties can add additional taxes, which typically range from 2 to 3 percentage
points on top of the state sales taxes.

Excise tax revenue is allocated as follows. Firstly, the costs incurred by the AZDHS and the
Department of Public Safety to support their regulatory activities concerning the adult-use
cannabis program—principally, implementation and enforcement—are paid for by the generated
revenue (Arizona Revised Statutes Title 36, Chapter 28.2).'* Thereafter, the remaining revenue
in the fund generated from the adult-use cannabis excise tax is distributed as follows: 33 percent
to community college districts; 31.4 percent to municipal police and fire departments,

14 Under the state’s revised statutes, specifically Section 36-2856 of Arizona Revised Statutes Title 36 Chapter 28.2,
these costs incurred must be actual and reasonable, and also include: the costs incurred by the supreme court to
process petitions for expungements; the costs to impose and enforce the excise tax itself; and the cost incurred by the
state treasurer to administer the fund, along with any other mandatory expenditure of state revenues when
implementing or enforcing the provisions of the adult-use cannabis program.
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25.4 percent to the state highway fund, 10 percent to a justice reinvestment fund, and 0.2 percent
to the attorney general for enforcement purposes (Arizona Revised Statutes Title 36, Chapter
28.2, undated). An interviewee who worked for the AZDHS suggested that this continuous
appropriation of funds to the department had insulated the regulatory program from budget
constraints and access to monies.

Annual excise tax revenue has increased over fivefold since adult-use sales began. In
FY 2021, Arizona generated $32,925,183 in excise taxes. That amount increased each
subsequent year. FY 2022 generated $132,828,482 in excise taxes, FY 2023 generated
$168,911,480, FY 2024 generated $176,622,976 in 2024, and FY 2025 increased only slightly,
generating $177,816,103 in excise taxes.. Since adult-use legalization, Arizona’s cannabis
market has surpassed $1.2 billion in sales (AZDHS, 2025).

Hemp-Derived Products

Arizona regulates delta-8 and other intoxicating hemp products (Cannabis Regulators
Association, 2025). Under the Arizona Controlled Substances Act, all hemp-derived intoxicating
products are classified as controlled substances (Arizona Revised Statutes Title 36, Chapter 27).
This means delta-8 and intoxicating hemp products may only be sold by licensed cannabis
dispensaries. Arizona’s definition and regulation of hemp explicitly prohibits the sale of hemp-
derived intoxicants in convenience stores, smoke shops, and other unlicensed venues (Mayes,
2024).

Since shifting to dispensary-only sales for delta-8 products, this means the products must also
undergo third-party testing to check for potency, pesticides, heavy metals, residual solvents, and
microbials. Any products still being sold at gas stations or smoke shops fall outside the
regulatory framework and are unlikely to have undergone testing and are illegal under the new
regulation for the state (U.S. Department of Justice, 2025).

Toxicology and Testing

Mandatory cannabis testing requirements were established in 2019. Testing is primarily
regulated under the Medical Marijuana Act, which requires independent third-party laboratories
to be certified and regulated by the AZDHS. These labs are required to maintain accreditation,
quality-assurance programs, chain-of-custody controls, and validated scientific methods to
ensure reliable results. Labs test cannabis products for potency (cannabinoid levels) and safety,
screen for solvents, heavy metals, pesticides, fungicides, and growth regulators, with clearly
defined limits on allowable contaminants. All cannabis and cannabis products must be tested
before being sold to consumers.!> AZDHS established a testing advisory council, which provides

15 A dispensary owner discussed the lack of regulation in the intoxicating hemp market when adult use first passed.
As of February 2025, delta-8 and other intoxicating hemp products face the same testing requirements as cannabis.
However, this dispensary owner shared some of the discrepancies that existed between the two markets leading up
to 2025. Delta-8 products did not face the same scrutiny because of a lack of regulation. This exempted an entire
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guidance for testing standards and procedures. Labs must meet requirements set by the state
agency, including reporting and health safety guidelines. They also must have their own record
storage system and quality assurance standards. There is not a single statewide reporting system
for Arizona. However, state Senate Bill 1494 requires all labs to report their results to AZDHS
(Arizona Cannabis Information Portal, undated).

This regulatory framework for cannabis toxicology testing in Arizona attempts to balance
consumer safety, laboratory certification standards, and workplace drug testing laws (Arizona
Cannabis Information Portal, undated). One interviewee highlighted the need for uniform
scientific standards in testing, lab transparency, and for the integration of hemp and cannabis
testing policy. He also recommended considering a testing advisory council model for any state
considering cannabis regulation.

In workplace drug testing, Arizona law requires that drug tests be conducted in laboratories
certified by the U.S. Department of Health and Human Services or the College of American
Pathologists. Employers may test for cannabis along with other substances using various sample
types (urine, blood, saliva, hair), but medical cannabis cardholders receive protections against
discrimination if they only screen positive for cannabis.

Addressing Harms from Prohibition

Arizona included social equity clauses in Proposition 207 for adult-use legalization. This
included allocating 26 adult-use cannabis establishment licenses for applicants meeting three of
four criteria: have had a household income less than 400 percent of the state poverty level in at
least three years between 2016 and 2020; lived in a zip code that was identified as being
disproportionately affected by Arizona’s enforcement of previous cannabis related laws in at
least three years between 2016 and 2020; had adverse prior conviction statuses related to
cannabis; and is/was related to someone who had a prior conviction status related to cannabis
(Arizona Department of Health Services, 2026¢). According to interviewees working at the
AZDHS, Arizona was able to issue all 26 licenses without being stopped in court, which was a
national first. Social equity license receivers were randomly drawn from the 1,301 applications
submitted (Yee, 2023).

The social equity component of the adult-use cannabis program additionally includes
opportunity for expungement. Individuals may seek expungement for minor cannabis-related
convictions like possession or consumption of 2.5 ounces (of which no more than 12.5 grams
was in the form of concentrate) or less and cultivating no more than six plants at their residence
for personal use (Arizona Revised Statutes Title 36, Chapter 28.2, undated). Anyone with such
arrests, charges, convictions, or acquittals prior to November 30, 2020, is eligible to petition for

sector of the cannabis industry from the same standards that legalized products were facing to ensure transparency
and safety for consumers. Labs conducted testing of delta-8 products to highlight the vast discrepancies between the
labeling and the actual amount of THC per milligram in the product. Some drinks claiming to have THC had none,
and others had ten times or more inside the bottle than what the label claimed.
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expungement (Arizona Judicial Branch, undated-a). The expungement process is not automatic;
individuals need to file a petition for expungement. Although this approach places responsibility
on individuals, more than 17,350 petitions have been filed since July 2021 (Marijuana Policy
Project, 2026). It is unclear how many have been approved. Having an expunged cannabis-
related conviction does not detract from one’s eligibility for applying for a social equity license
under the criteria for having a previous cannabis-related conviction.

To remain eligible for the social equity license, 51 percent of an establishment’s ownership
must meet the aforementioned three of four social equity criteria (Arizona Department of Health
Services, 2021). This allowed equity applicants to partner with larger dispensaries in Arizona
that offered to cover the cost of the application fee, which was $4,000. However, the
implementing rules did not restrict post-licensing transfers or sales of ownership interests,
provided AZDHS approved the new ownership and/or license holders.

Investigative reporting has raised concerns about the consolidation of the state’s equity
licenses by larger dispensary groups and private investors. Only one of the original 26 licenses is
still independently owned and operated by the original license holders (Magahern, 2025), and
fewer than two years into the program, at least 11 of the 26 licenses were owned by Arizona’s
largest dispensaries, with another seven owned by private investors and other dispensaries (Yee,
2023). Several original recipients entered litigation over management rights, loans, and
profit-sharing agreements (Magahern, 2025). One interviewee who worked in patient-care
advocacy in the early years of the adult-use market suggested bluntly that social equity
applicants were simply taken advantage of and pushed out of the industry. Another industry
representative suggested that social equity applicants systematically lacked capital, mentorship,
and long-term support on their own, and in sum, “equity has to mean more than just a license.”

Schools and Education

The Arizona House passed House Bill 2179, which restricts cannabis advertising near
schools (House Bill 2179, Chapter 166, 2025). This bill was signed into law in 2025. The bill
originally included restrictions on cannabis, CBD, and delta-8 product advertising. However, the
bill was revised in the state Senate, and the final version did not include restrictions on hemp and
paraphernalia ads. Smoke shops can advertise their products but cannot use kid-friendly mascots.
Since the passage of House Bill 2179, smoke shops can sell CBD and non-intoxicating hemp
products, and some sell Kratom.

Additionally, Senate Bill 1105 was signed into law in 2025, which added preschools to the
500-foot buffer zone (Senate Bill 1105, Chapter 6, 2025).

Policy Changes

Since adult use passed in Arizona, legislation regarding regulating hemp and delta-8 products
passed and was enacted. Additionally, legislation challenging the social equity aspect of the law
has been introduced.
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An October 2024 ruling by the Arizona Court of Appeals seeks to define what constitutes a
driving under the influence charge conviction (“Arizona Court of Appeals Ruling on Marijuana
DUI Raises Safety Concerns for Drivers,” 2024). The ruling asserts that the presence of THC
alone is not sufficient for a charge; there must be additional evidence that the driver was
impaired. This ruling has garnered support from cannabis advocates and concern from other
stakeholder groups that this legal gray area could increase risky behavior for those who drive
after consuming cannabis (Kirsten v. Arizona Department of Transportation, 2024).

Public Support

Polling from fall of 2024 showed 86 percent support for medical cannabis and sixty-nine
percent of those polled support adult use (Jaeger, 2024).

Possible Ballot Initiatives and Future Changes

A new citizen-initiated ballot measure introduced on December 17, 2025, seeks to repeal
aspects of the voter-approved adult use cannabis law. Specifically, the Arizona Repeal Marijuana
Legalization Initiative aims to eliminate commercial sales in the state and the accompanying
commercial sales infrastructure, such as adult-use cannabis testing facilities (State of Arizona,
2025). The ballot would not change other aspects, including individuals’ rights to grow plants at
their primary residence, the expungement of prior convictions, and the current medical cannabis
program (Jaeger, 2025; State of Arizona, 2025). If the initiative meets its required signature
count (255,949) as of July 3, 2026, it will be on the state ballot in November 2026 (Ballotpedia,
undated-b).
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Ohio

Decriminalization of Cannabis Possession

Ohio has one of the oldest decriminalization laws in the United States. In 1975, the state
changed the law to reclassify possession up to 100 grams (3.5 ounces) as a minor misdemeanor,
with a maximum fine of $150 and with no jail time (Newman-James, 2022).

Medical Cannabis

State legislators established the medical cannabis program in 2016 under Ohio House Bill
523, creating the Ohio Medical Marijuana Control Program. Ohio lists 24 qualifying conditions
for medical cannabis access, including Alzheimer’s, cancer, HIV/AIDS, irritable bowel
syndrome, and sickle cell anemia.

Two agencies are charged with implementing the state’s medical program: the Ohio
Department of Commerce, and the State Medical Board of Ohio (Ohio Department of
Commerce, undated; State Medical Board of Ohio, 2026). The Department of Commerce
oversees medical cannabis related activities including licensing and regulating cultivators,
processors, dispensaries, and testing labs. It is also responsible for overseeing the patient and
caregiver registry and toll-free helpline, and for maintaining an electronic database for seed-to-
sale quality and compliance monitoring. The State Medical Board of Ohio is responsible for
certifying physicians to recommend medical marijuana and approve qualifying conditions. Non-
medical sales began January 14, 2019 (Ohio Department of Commerce, 2026b).

Once a patient or caregiver has a valid and active recommendation for medical cannabis
issued by a physician, they are permitted to purchase quantities sufficient for a 90-day supply in
accordance with Rule 3796:7-2-04 and Rule 3796:8-2-04 of the Ohio Administrative Code
(2022a; 2022b). Three additional refills can be prescribed by the physician, for a total of 360
days’ supply.

In Ohio, caregivers must be 21 or older and the caregiver can buy, transport, possess and
administer medical cannabis to a registered medical cannabis patient. Patients can have two
registered caregivers, and caregivers can only have two registered patients. Patients under 18
years old need to have a parent or legal guardian register as their caregiver. Medical cannabis is
subject to state and local taxes but is not subject to additional taxation. Ohio eliminated the cost
for medical cannabis registration cards in 2024 (Ohio Marijuana Card, 2024).

As of February 2026, there are more than 75,000 patients with active registration and an
active recommendation for medical cannabis, more than 42,000 registered caregivers, and 518
physicians who are certified to recommend medical cannabis (Ohio Department of Commerce,
2026D).
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Adult Use

In November 2023, 57 percent of voters approved Issue 2, which legalized cannabis for
adults ages 21 and older. The law became effective on December 7, 2023 and is codified as Ohio
Revised Code, Title 37. Health-Safety-Morals; Chapter 3780. Adult Use Cannabis Control
(2023). Under this code, possession of up to 2.5 ounces of cannabis nonextract product and
15 grams of extract product is permitted. Home growing up to six cannabis plants by an
individual ages 21 or older at a primary residence, or up to 12 plants total across the household if
two or more adults ages 21 or older live there, is permitted.

The law also established the Division of Cannabis Control within the Ohio Department of
Commerce. Like the role of the Department of Commerce during the medical-only era, the
Division of Cannabis Control is mandated to license and regulate cannabis cultivators,
processors, testing labs, and dispensaries for non-medical program (as well as the medical
program). Adult-use sales began at existing medical cannabis dispensaries on August 6, 2024,
following a nine-month deadline for implementation as stipulated in the initiative (County
Commissioners Association of Ohio, 2023). Currently, there are about 125 dual-use cannabis
dispensaries in Ohio (Ohio Department of Commerce, 2026a).

Ohio allows municipalities and townships—but not county governments—to opt out of adult-
use cannabis implementation. Under the Ohio Revised Code, Title 37, Chapter 3780, such
jurisdictions can outright prohibit adult-use sales or can limit the number of businesses that can
operate within their jurisdiction. Jurisdictions that have passed ordinance to prohibit sales in their
locale are not eligible to receive the funds generated from the 10 percent cannabis excise tax, as
is discussed below. As of February 2026, 149 municipalities and townships have passed
moratoriums prohibiting adult-use cannabis businesses—about 7 percent of all Ohio
municipalities and townships (Drug Enforcement and Policy Center, 2026a; Drug Enforcement
and Policy Center, 2026c).

Taxes, Revenue and Expenditures

Ohio has a 10 percent excise tax for cannabis sales. The revenue is distributed as follows: 36
percent to the Cannabis Social Equity and Jobs Program; 36 percent to the Host Community
Cannabis Fund (to fund benefits municipal corporations or townships with dispensaries); 25
percent to the Substance Abuse and Addiction Fund, which supports substance use disorder
services; and 3 percent to the Division of Cannabis Control and Tax Commissioner Fund, which
supports the department’s operation and covers administrative costs (County Commissioners
Association of Ohio, 2023).

The Ohio adult-use cannabis program does not require vertical integration, unlike Arizona.
Rather, licenses are required for cultivators, processors, dispensaries, and testing laboratories.
There are two types of cultivator licenses available in Ohio. Cultivator I has a $20,000
application fee, a $180,000 certificate of operation fee, and a $200,000 renewal fee. Cultivator 11
licenses cost $2000 for the application, $18,000 for the licensure, and have a $20,000 renewal
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fee. Level I cultivators can have up to 25,000 square feet of canopy and level II cultivators can
have up to 3,000 square feet. Processors pay a $10,000 application fee, an $90,000 licensure fee
and a $100,000 renewal fee, and dispensaries pay a $5,000 application fee, a $70,000 licensure
fee, and a $70,000 renewal fee. Testing labs pay a $2,000 application fee, a $18,000 initial
license fee, and a $20,000 annual renewal fee. As of February 2026, there are 37 cultivators (23
Level I cultivators and 15 level II cultivators), 46 processors, eight testing labs (six adult and
medical, two non-medical only), and 199 dispensaries (Ohio Division of Cannabis Control,
2026).

Ohio’s adult-use cannabis generated $242 million in sales through the end of 2024, with total
non-medical cannabis product sales at $1.2 billion as of mid-February, 2026 (Ohio Division of
Cannabis Control, 2026). The plant sale average price for the week of February 8, 2026, is
$17.77 per 1/10 ounce or $6.28 per 1 gram (Ohio Division of Cannabis Control, 2026).

Hemp-Derived Products

Ohio legalized hemp production with the passage of Ohio Senate Bill 57 in July 2019,
adopting the federal definition of hemp established by the 2018 Farm Bill. The program was
approved by the U.S. Department of Agriculture (USDA) in December 2019, making Ohio one
of the first states to receive USDA approval for hemp cultivation (Berman et al., 2024).

Initially, hemp-derived cannabinoids, such as delta-8 THC products, were sold at gas
stations, smoke shops, and online, with no age restrictions or marketing regulations. One
interviewee discussed the lack of marketing regulations with delta-8 THC, recalling how they
were often packaged and advertised in ways that resembled candy products without packaging or
potency standards, raising concerns about youth access and consumer safety. In response, the
Ohio General Assembly introduced Senate Bill 86 in February 2025 to establish a regulatory
framework for delta-8 and other intoxicating hemp products, as well as drinkable cannabinoid
products. Main aspects of the bill include defining intoxicating hemp products; setting an age
requirement for use at the age of 21 or older; requiring licenses for retailers; having child
resistant packaging and advertising restrictions for minors; and a 15 percent tax on intoxicating
hemp products (Drug Enforcement and Policy Center, 2025b). The bill also outlines geographic
limitations, product and safety standards, and public consumption rules. Ohio Senate Bill 86
(2025) passed the Ohio Senate and awaited consideration from the Ohio House of
Representatives.

However, in October 2025, the governor of Ohio signed an executive order declaring an
Adulterated Consumer Product Emergency for intoxicating hemp products, ordering retailers to
not sell such products effective the same month (Executive Order 2025-05D, 2025). The order
rationales serious threats to public health and safety resulting from the unregulated marketing of
intoxicating hemp products, citing infer alia high levels of intoxicating hemp poisonings among
children.
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In December 2025, Ohio’s governor signed state Senate Bill 56 into law (not to be confused
with Senate Bill 86),which banned the sale of intoxicating hemp products as of March 20, 2026.
Ohio State University’s Drug Enforcement Policy Center (2025a) published the response it
received from Ohio’s Division of Cannabis Control on this issue:

[S.B. 56] does not change the supply chain requirements for medical or adult-use
marijuana, which means Ohio’s cannabis dispensaries licensed by the Division of
Cannabis Control are still only permitted to sell marijuana that is obtained from a
cultivator or processor licensed by the Division of Cannabis Control. It’s
important to also point out that while Ohio cultivators and processors are
permitted to grow marijuana and process marijuana flower; they are not
permitted to grow hemp or process hemp flower. While previous legislative
proposals would have placed regulation of intoxicating hemp manufacturers,
products, and retailers with the DCC in some capacity, the enacted SB 56 does
not. In other words, with this bill, intoxicating hemp products that have been
unregulated on retail shelves are not simply moving into dispensaries—they are
no longer permitted to be sold anywhere. (Emphasis was included in Drug
Enforcement Policy Center, 2025a.)

Toxicology and Testing

In Ohio, cannabis toxicology and testing are regulated under the Medical Marijuana Control
Program for both medical use and adult use. The Division of Cannabis Control under the
Department of Commerce monitors product safety (Ohio Department of Commerce, 2026c¢).
There are currently eight licensed laboratories authorized to conduct testing of cannabis
products. These labs must test every batch of medical cannabis before it can be sold. The testing
includes analysis for contaminants and measurement of cannabinoid potency to ensure safety and
label accuracy. The labs report results into Ohio's inventory tracking system, METRC, which
tracks the product through cultivation, processing, testing, and distribution.

The testing labs use approved methods, such as gas chromatography and mass spectrometry,
for chemical testing of cannabis in cases of suspected driving under the influence or operating a
vehicle impaired. The Ohio Department of Health regulates these testing methods, and results
must comply with these standards to be admissible in court. Ohio recently passed legislation
requiring testing to measure active delta-9 THC rather than inactive metabolites for enforcement
in cases of suspected driving under the influence or operating a vehicle impaired. The new law
raised the THC blood concentration limit for impairment convictions to 5 nanograms per
milliliter (ng/mL), with specific provisions for concentrations between 2 ng/mL and 5 ng/mL
(Zuckerman, 2025).

Ohio has a structured regulatory framework with licensed labs performing cannabis testing
for potency and contaminants in medical cannabis. Toxicology testing for legal and enforcement
purposes focuses on detecting active THC using approved laboratory techniques under state
health regulations. The testing labs are required to receive accreditation under international
standards for testing and compliance. The labs must also employ a scientific director who is
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responsible for ensuring that the lab maintains quality standards (Ohio Department of
Commerce, 2026c¢).

Social Equity

Issue 2, similar to initiatives in some other states, established a framework aimed at ensuring
that individuals most adversely affected by drug prohibition can benefit from Ohio's cannabis
legislation (County Commissioners Association of Ohio, 2023).1¢ Issue 2 outlines social equity
objectives, which include researching and financing targeted investments in communities
disproportionately harmed by past drug policies to support education, entrepreneurship, legal
services, youth development, violence prevention, and arts programming connected to the
initiative (Ohio Revised Code, Title 37, Chapter 3780, 2023). The excise tax collected is for
delivering financial support, including loans, grants, and technical resources, to individuals
certified under the Cannabis Social Equity and Jobs Program. As mentioned previously, the
Cannabis Social Equity and Jobs Program receives 36 percent of the 10 percent excise tax. This
funding for the Program is also to support research and provide funding for reforms in the
judicial and criminal justice systems. Lastly, the funds are to invest directly in communities
disproportionately affected by past drug policies to strengthen education, entrepreneurship, legal
aid, youth programs, and arts initiatives tied to the program (Ohio Revised Code, Title 37,
Chapter 3780, Section 3780.19, 2023).

Issue 2 did not include expungement provisions. Some interviewees explained how the
funding raised for the Cannabis Social Equity and Jobs Program could potentially address
expungement. They explained that the funding can go broadly toward criminal justice reform
effort, and these could include expungement, bail, and/or sentencing reform. That said, there is
limited online evidence suggesting successful expungement because of Issue 2 passing.

One interviewee suggested that Ohio has a relatively liberal expungement process.
Individuals convicted of a misdemeanor or a felony can request various remedies for
expungement, and misdemeanors are eligible for certificates of employment and housing after 6
months and felonies after 12 months. For record sealing and expungement, many convictions are
eligible after one to three years following the final discharge (Drug Enforcement and Policy
Center, 2026b). The interviewee explained that Issue 2 did very little if anything to change this
or help individuals with past justice involvement related to cannabis seal or expunge their
records. The onus of expungement is placed on the individual and requires lengthy record
retrieval, including needing to know the county and court where one was originally convicted,
which can be difficult for many if their conviction occurred decades ago.

16 As mentioned at the end of this section, many of the social equity provisions under Issue 2 have been repealed or
altered by Senate Bill 56, passed in December 2025. However, as Senate Bill 56 is a very recent legislative change
with ongoing and emerging implications for Ohio’s cannabis market and social equity provisions, we still present
the social equity provisions as they stood prior to Senate Bill 56 here.
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The Division of Cannabis Control issued up to 40 Level III cultivator licenses and 50
additional dispensary licenses for individuals who were certified participants in the social equity
and job program. Preliminary estimates from the first six months of sales show that social equity
funds exceeded $11 million.

With the recent passage of Senate Bill 56, the Cannabis Social Equity and Jobs Program will
be eliminated. More details on policy changes and opposition are included below.

Schools and Cannabis

Medical cannabis facilities (cultivators, processors, dispensaries, testing labs) may not be
located within 500 feet of any school, church, public library, public playground, or public park
under Ohio Revised Code Section 3796.30 (2026). Adult-use cannabis operators are subject to
the same 500-foot buffer.

Universities continue to ban possession, use, or storage of both medical and adult-use
cannabis on campus and at university-sponsored events, citing the federal Drug-Free Schools and
Communities Act and the fact that cannabis remains illegal under federal law (“Ohio Shares
Reminder Regarding Drug-Free Schools and Communities Act,” 2024).

Policy Changes

Senate Bill 56, previously mentioned as being signed by Ohio’s governor in December 2025,
has rolled back some aspects of Issue 2. Broad changes include cutting the number of allowable
plants that can be grown in one’s home from twelve to six and reducing the maximum THC
levels in extracts from 90 percent to 70 percent. Senate Bill 56 also abolished the Cannabis
Social Equity and Jobs Program, and its accompanying fund, altogether. The bill has re-
criminalized some conduct, such as sharing cannabis or vaping outdoors, and undoes non-
discrimination protections currently in place for cannabis consumers and employees.
Additionally, the bill criminalized the possession, importation, transportation, or sale of cannabis
originating from outside Ohio, and passengers in cars consuming cannabis can receive jail time.
This bill passed in Ohio’s House on October 22, 2025, failed in the Senate later in October, and
then went back to the House and passed (52-34) in November 2025. As mentioned, the bill was
signed into law on December 19, 2025. Details of the changes are included in Table 17.

Possible Ballot Initiatives and Future Changes

Ohioans for Cannabis Choice filed a petition aiming to get Senate Bill 56 on the 2026 ballot
to let voters weigh in on the new legislation. (Ohioans for Cannabis Choice, undated). It sought
to further roll back and repeal substantial parts of Senate Bill 56, signed by the Ohio governor in
December 2025 as described above. The campaign cited “government overreach, no to closing
6,000 small businesses and killing thousands of jobs, and no to denying consumers the right to
purchase products they want” as reasons for establishing the initiative (Cannabis Business
Times, 2026). The initiative would have repealed parts of Senate Bill 56 that concerned, inter

50



alia, the decreased THC caps, possession and consumption location prohibitions, additional

excise taxes, etc. However, the initiative failed to get enough signatures to appear on the
November 2026 ballot (Donaldson, 2026).

Table 17. Comparing Issue 2 and Senate Bill 56 in Ohio (Based on Information from the Drug
Enforcement and Policy Center)

Issue 2 (Voter Initiative)

Senate Bill 56 (Legislative Update)

Category (Effective December 7, 2023) (Passed December 9, 2025)
Revenue 36% social equity and jobs 64% General Revenue Fund (major change); 36% host
allocation 36% host communities communities remains; social equity fund eliminated
25% addiction fund
3% administration of tax fund
Licensing Cultivators (Level I, 11, I1I); Eliminates Level Il cultivators; eliminates social equity
processors and dispensaries; specific licenses; caps dispensaries at 400 total
50 specific licenses for social equity
applicants.
Home grow 6 plants per person; Same limits (6/12 plants); home grow prohibited if residence
12 plants max per household. is a child care or halfway house; landlords can prohibit
home grow in leases
Public Minor misdemeanor for public use Smoking or vaping in public or place of employment is a
consumption minor misdemeanor; passenger smoking in a vehicle is a
third-degree misdemeanor
Social equity ~ Established a Cannabis Social Eliminates the Social Equity and Jobs Program; replaces it
Equity and Jobs Program to help with expungement provisions.
those harmed by past enforcement
Expungement No specific provision in text Additions include allowing expungement for convictions
involving possession of less than 100 g cannabis or less
than 15 g hashish; eliminates the six-month wait period for
applications
Employment Employers can maintain drug-free Explicitly states that being fired for cannabis use constitutes
workplaces and fire employees for "just cause," making the employee ineligible for
use unemployment benefits
Marketing Rules to prevent ads targeting Stricter ads must be as stringent as alcohol and tobacco

minors.

laws; no health claims allowed; 500-foot buffer from schools
and churches for ads.

SOURCE: Features information from Drug Enforcement and Policy Center, 2025a.
NOTE: g = gram; oz = ounce.

Indiana Legislation

Recent Cannabis Policy Bills in Indiana

In this section, we summarize recent cannabis-related bills introduced in Indiana.
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Table 18. Some Recent Cannabis Policy Bills in Indiana

Year

Bill Number

Title

Primary
Author

Political
Party

Status/Final
Progress

Summary of
Attempted Measures

2026

2026

2026

2026

2026

2026

2025

2025

HB 1298

HB 1130

HB 1346

HB 1285

SB 250

SB 286

SB 478

SB 113

Classification of
Marijuana and
THC

Craft Hemp

Low THC Hemp
Extract

Low THC Hemp
Extract

Regulation of
Hemp

Cannabis
Regulation

Craft Hemp
Flower and THC
Products

Cannabis
Regulation

Rep. Lucas

Rep. Bartels

Rep. Slager

Rep. Bascom

Sen. Freeman

Sen. Pol

Sen. Holdman

Sen. Pol
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(R)

(R)

(R)

(R)

(R)

(D)

(R)

(D)

Introduced

Introduced

Introduced

Introduced

Engrossed

Introduced

Enrolled / Died
in Final
Committee

Died in
Committee
(Health)

Aims to reclassify
marijuana and THC
from Schedule | to
Schedule Il controlled
substances.

Attempts to establish
a regulatory
framework for hemp
products while
prohibiting sale of
hemp to those
younger than 21.

Defines low THC
hemp extract
products.

Prohibits the sale of
low THC hemp extract
products to minors as
well as possession by
a minor. Permits
those manufacturing
low THC hemp extract
prior to 2026 to
continue to do so
solely for out of state
export purposes.

Seeks to strictly
regulate the
manufacturing and
retail of hemp-derived
cannabinoid products.

Bill aimed to create
the Indiana Cannabis
Commission and full
retail/medical sales
with veteran tax
exemptions.

Attempted strict
regulation of delta-8
and craft hemp;
included 21 and older
age limits, retail
permit caps, and
testing mandates.

Bill aimed to create
the Indiana Cannabis
Commission and full
retail/medical sales
with veteran tax
exemptions.



Primary Political Status/Final Summary of
Year Bill Number Title Author Party Progress Attempted Measures
2025 HB 1630 Cannabis Rep. VanNatter (R) Died in Proposed a
Legalization Committee commercial
(Courts) framework for
production and retail
with a 10 percent
excise tax.
2025 HB 1654 Legalization of Rep. Payne (R) Died in Legalize possession
Cannabis Committee for those 18 and older
(Courts) and create a medical
identification program
with tax-free medical
purchases.
2025 HB 1332 Cannabis Rep. Johnson B. (D) Died Aimed to establish
04/24/2025 procedure for lawful
production and a
regulatory
commission, plus a
local-option
referendum for
counties.
2025 HB 1145 Decriminalization Rep. VanNatter (R) Died in Attempted to reduce
of Marijuana Committee possession of 2 oz or
(Courts) less to a civil
infraction rather than
a criminal
misdemeanor.
2025 SB 341 Medical Sen. Young M. (R) Died in Designed a medical
Cannabis Committee program that would
(Health) only activate if/when
the federal
government removes
marijuana from
Schedule I.
2025 HB 1178 Medical Rep. Lucas (R) Died in Focused on medical
Marijuana Committee use for serious
(Health) conditions, such as
cancer and
posttraumatic stress
disorder, including a
state-run patient
registry.
2025 SB 138 Sale of Low THC Rep. Bohacek (R) Died in Aimed to increase
Products to Committee category offense and
Persons Less (Courts) penalties relating to
Than 21 the sale of low-THC
hemp extract to
individuals younger
than 21.
2025 SB 400 Medical Sen. Taylor (D) Died in Sought to legalize and
Marijuana Committee regulate medical
(Health) cannabis.
2024 HB 1410 Legalization of Rep. Payne (R) Died in Aimed to legalize for
Cannabis Committee those 18 and older,
(Courts) remove cannabis from
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Primary Political Status/Final Summary of
Year Bill Number Title Author Party Progress Attempted Measures
the controlled
substances list, and
establish a medical ID
card program.
2024 HB 1349 Decriminalization Rep. VanNatter (R) Died in Sought to
of Marijuana Committee decriminalize 2 oz or
(Courts) less to keep minor
possession off
permanent criminal
records.
2024 HB 1350 Cannabis Rep. VanNatter (R) Died in Sought to set up the
Legalization Committee infrastructure for a
(Courts) taxed retail market to
capture revenue lost
to neighbors.
2024 HB 1146 Medical Rep. Lucas (R) Died in Attempted to legalize
Marijuana Committee medical and adult use
(Ways/Means) with emphasis on
protecting agricultural
licenses for Indiana
farmers.
2023 HB 1356 Cannabis Rep. Lucas (R) Died in Attempted to
Committee decriminalize 2 oz
(Courts) and set a driving limit
of 10 ng/mL of THC
to prevent unfair
operating while
intoxicated charges
for legal users.
2023 HB 1297 Decriminalization Rep. VanNatter (R) Died (Rec'd First decriminalization
of Marijuana Hearing) bill (2 ounces or less)
to actually receive a
public hearing in the
House.
2023 HB 1039 Medical and Rep. Teshka (R) Died in Focused on “social
Adult Use Committee equity” in licensing,
Cannabis (Courts) ensuring that
communities affected
by the War on Drugs
campaign had priority
for retail permits.
2023 SB 237 Medical Sen. Taylor (D) Died Establishes a medical
Cannabis (Inactive) marijuana program
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(program), and
permits caregivers
and patients who
have received a
physician
recommendation to
possess a certain
quantity of marijuana
for treatment of
certain medical
conditions



Primary Political Status/Final Summary of

Year Bill Number Title Author Party Progress Attempted Measures
2022 HB 1049 Cannabis Rep. Errington (R) Died in Establishes the
Regulation Committee cannabis compliance
(Ways/Means) advisory committee to
review and evaluate
certain rules, laws,
and programs.
2022 SB 209 Drug Schedules Sen. Young and (R) Died in Adds specified
Sen. Koch Committee substances to the
(Health) scheduled list of
controlled
substances.

NOTE: (D) = Democratic Party ; g = gram; HB = House Bill; oz = ounce; (R) = Republican Party; SB = Senate Bill.

Additional ltems

Possible Consequences of Rescheduling Cannabis

The overall effects of moving cannabis from Schedule I to Schedule III in the federal

Controlled Substances Act (CSA) will depend on several other decisions. In this section, we

highlight the following five areas often mentioned in discussions about rescheduling: tax relief

for cannabis businesses; penalties; advertising; research; and activities of the FDA.

Tax relief. Individuals or organizations trafficking in Schedule I or II drugs cannot take
federal tax deductions for allowable business expenses and other exceptions like other
organizations can (this is referred to as Section 280E of the federal tax code) (Ball, 2026).
By moving cannabis to Schedule III, these businesses can take standard deductions and
reduce their effective tax rate.

Penalties. The federal penalties for trafficking or possessing Schedule I drugs are
generally more severe than they are for Schedule I1I; thus, rescheduling cannabis would
reduce some penalties for some offenses—but not all. There are some federal laws that
are specific to substances, not how they are scheduled. For example, there are federal
mandatory minimum prison sentences specific to cannabis, so they would not change
with rescheduling (Lampe, 2025).

Advertising. Existing businesses are marketing their products and there are at least three
reasons why this may increase after a move to Schedule III. First, the companies will
have more money available for marketing; however, they could choose to use it for other
initiatives. Second, the companies could now deduct these expenses like other companies.
Third, the CSA applies specific penalties to advertising Schedule I drugs which would no
longer apply (Sacco, 2025).

Research. Clinical research with cannabis and other Schedule I drugs occurs at
universities and labs throughout the country; however, there many requirements and
federal approvals needed for this this to happen. In general, there are fewer “hoops to
jump through” with Schedule III drugs and a move from Schedule I to III would reduce
some of the barriers. However, as noted in a 2024 Congressional Research Service report,
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the passage of a cannabis research bill in 2022 raises questions about how much of a
difference rescheduling cannabis will make:

Researchers and manufacturers of Schedule III substances are subject to less-
onerous registration requirements than researchers and manufacturers of
Schedule I substances. However, medical researchers and drug sponsors of
marijuana or CBD containing drugs would not benefit from these looser
restrictions associated with rescheduling without congressional action. In 2022,
Congress passed the Medical Marijuana and Cannabidiol Research Expansion
Act (P.L. 117-215), which amended the CSA for medical research involving
marijuana or CBD to lessen the stringent controls typically applicable for
Schedule I substances. The act created separate requirements for marijuana
researchers and manufacturers Congressional Research Service to expedite
registration with the DEA, and these separate requirements would not be affected
by rescheduling without additional congressional action” (Kafka, 2024).

The Cannabis Regulators Association, a nonpartisan association of government
agencies regulating cannabis and cannabinoids, further noted in December 2025:

Underlying all of this are specific provisions under the Medical Marijuana and
Cannabidiol Research Expansion Act (MCREA), signed into law in 2022 that set
research requirements for marijuana as a substance, regardless of Schedule
classification. Rules to effectuate DEA licensing under MCREA have not been
promulgated. It remains unclear if the Schedule III research requirements can and
will be used by DEA given the passage of MCREA. While less restrictive than
Schedule I requirements, research requirements under MCREA are more
restrictive than those under Schedule III” (Cannabis Regulators Association,
2025).

Even if rescheduling does reduce some research barriers, and/or reduces any stigma
associated with doing research with cannabis (Rowe, Balla, and Piomelli, 2026), there is
still a major question about who will pay for this research. The National Institutes of
Health typically funds a lot of this research and it’s unclear whether this will be a priority
or even continue.

Activities of the FDA. Many questions remain about what rescheduling will mean for the
FDA. By moving cannabis to Schedule III, it will have a federally recognized medical
value. However, this does not mean that people will be able to pick up cannabis
prescriptions at the local drugstore. Prescription drugs must be approved by the FDA.
Although a handful of drugs derived from or related to cannabis have been approved,
cannabis flower and the products one typically sees in dispensaries have not been
approved by the FDA. This leaves the FDA with multiple options, including the
following:

— Do nothing and wait until a New Drug Application is made for botanical cannabis
or other products.

— Change its approach to approving new drugs to make it easier to approve
cannabis.

— Have the FDA Office of Criminal Investigations crack down or pressure those
currently producing or selling cannabis for medical purposes.
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These are not the only options, and they are not necessarily mutually exclusive. This
third option seems highly unlikely given the very strong political support for medical
cannabis (Jackson and Schaeffer, 2025). As with research, much will depend on FDA
priorities and resources made available to the agency.

What would rescheduling mean for Indiana? In the short run, not very much, if anything. If
the state decides to legalize for medical and/or nonmedical purposes, those companies will have
to pay less in federal taxes. One might also expect to see more advertising than what has
typically been seen in other states. If the move comes with an increase in research funding—a
big if—this could create more opportunities for Indiana’s universities and research laboratories
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Thinking About the 14Ps

Indiana and other jurisdictions considering the legalization of cannabis supply confront
several dozen—possibly hundreds—of choices that will influence how it could affect public
health, public safety, and social equity. This section highlights 14 of these decisions, all
conveniently beginning with the letter P, which cover most of the major choices.!”

1. Production. The cost of producing cannabis plummets with legalization (Kilmer et al.,
2010; Caulkins, 2021). Removing the prohibition means producers no longer need to hide or be
compensated for their risk of arrest or incarceration (Reuter and Kleiman, 1986). These costs will
further decline if governments allow producers to compete and grow on industrial-sized outdoor
farms (Caulkins, 2014). Fifteen years ago, a pound of outdoor-grown, high-potency cannabis
flower used to sell for a few thousand dollars in California’s illegal wholesale market. Today,
farmers are lucky if they can get $400 per pound (Black, 2022).

The rate at which wholesale prices decline will depend on how much cannabis is allowed to
be produced and the regulations imposed on producers. Jurisdictions could be strategic and
control the amount of cannabis (or THC) produced, or they could simply give production
licenses to anyone who applies and passes a background check. This choice has implications for
the size of the illegal market and for economic opportunities in the legal market. If licensed
growers make a serious investment to grow in the legal market and the wholesale prices collapse,
some producers—especially the smaller ones—may find it unprofitable to operate. Some may go
bankrupt and end up worse off than if they had not entered the cannabis business.

So far, U.S. jurisdictions that have allowed non-medical retail cannabis sales have limited
production to domestic sources. If there were legislative changes at the federal level and
importation of cannabis from other countries was allowed, the price decline would accelerate and
dramatically change the cannabis-related economic opportunities in the importing and exporting
countries.

2. Profit motive. Jurisdictions considering legalization need to decide whether to allow
profit-maximizing firms to enter the market. Allowing businesses and their lobbyists to gain
power will make it more difficult to make policy changes as the industry develops. Allowing
innovative firms will lead to a proliferation of new products which could improve consumer
welfare over other more restrictive models. However, to be profitable, most firms will need to
maintain and encourage heavy use, which could have serious implications for rates of cannabis
use disorder and other adverse public health outcomes (Caulkins et al., 2016).

Much of the cannabis debate in the United States focuses on a false dichotomy of keeping
supply prohibited or “regulating cannabis like alcohol.” As noted in our related report, several
alternatives to status quo supply prohibition, showing that there are many middle-ground options

17 This framework was developed by RAND (Kilmer, 2019) and was used by the Massachusetts Cannabis Control
Commission (2020) to help assess their legal cannabis market (2020). This section reproduces some of the text from
the original publication and is updated to reflect policy changes and new research.
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jurisdictions could pursue, ranging from home production to government monopoly to allowing
socially responsible businesses that do not exclusively focus on profit (Kilmer et al., 2026;
Caulkins et al., 2015; Caulkins and Kilmer, 2016; Pardal et al., 2023). Cautious jurisdictions may
want to consider some of these other approaches before embracing the commercial, profit-
maximization model. It is also the case that jurisdictions could choose different options for
different market levels (e.g., for-profit production and state-controlled retail stores).

3. Power to regulate. The type of agency or agencies tasked with regulating and/or
enforcing the regulations in the new legal regime could have profound consequences for health
and other outcomes. For example, the Arizona Department of Health Services is tasked with
regulating the market, while the Department of Commerce is the regulating agency in Ohio.

Government agencies can have very different goals and approaches to accomplishing them
(Wilson, 1989). For example, giving the regulatory authority to a public health agency might
lead to an increased focus on minimizing adverse health outcomes than giving it to a liquor
control commission that largely treats cannabis like it does alcohol products. Of course, this does
not mean that non-health-specific agencies do not care about health outcomes.

Jurisdictions must also decide whether they want to allow representatives of the cannabis
industry to be involved in developing regulations. For example, Alaska’s Marijuana Control
Board was “established as a regulatory and quasi-judicial agency for the control of the
cultivation, manufacture and sale of marijuana in the state.” It includes five members, one of
whom is currently from the industry (Alaska Department of Commerce, Community and
Economic Development, undated). Although industry expertise can be insightful, its direct
involvement in decisionmaking increases the risk of regulatory capture, where industry interests
may be prioritized over the public interest.

4. Promotion. If retail sales are allowed, there will be great incentives for firms to advertise
and build their brands. Advertising can increase consumption (e.g., Warner, 1986; Saffer, 1996),
and, as discussed earlier, most profit-maximizing firms will focus on creating and nurturing
heavy users. Although an advantage of the state monopoly approach is that the government can
control advertising, that does not mean it will. In the United States, government agencies
sometimes heavily market state-sponsored lotteries to boost revenues (MacCoun and Reuter,
2001).

Jurisdictions must choose whether they want to allow advertising, and if so, which kinds.
Currently, U.S. states typically impose some constraints (e.g., cannot target advertisements in
places where more than 30 percent of the viewers are younger than 21, no cartoons on packages),
but it is very difficult to control what happens online—especially with social media.

5. Prevention and treatment. If Indiana legalizes, it will need to decide whether to devote
additional resources to prevention and treatment services, and if so, when these funds become
available. Those hoping to use cannabis tax revenues to fund these activities may be waiting for
a considerable period of time before significant resources are made available. In the case of
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prevention, health-focused jurisdictions will likely want to test new messaging strategies and
deploy them before cannabis supply is legalized.

Prevention is not confined to developing community and/or school-based campaigns; it is
also about regulating access. All legalizing jurisdictions to date have created minimum age
requirements, and some jurisdictions conduct undercover buys to assess compliance (also
referred to as controlled purchasing programs; the Indiana State Excise Police currently
collaborates with college students to do this for tobacco checks (Indiana Alcohol and Tobacco
Commission, 2025). Limiting days and hours of operation has been important in preventing
access to alcohol, and such limitations are also likely to apply to cannabis (Pacula et al., 2014;
Pacula et al., 2015).

6. Policing and enforcement. One argument made for legalizing cannabis is that it will
reduce the time and effort law enforcement officials spend on cannabis offenses. This would also
decrease the number of people arrested for cannabis offenses, many of whom then must confront
the collateral consequences of being arrested or convicted of a drug offense.

But legalization will not eliminate police-related cannabis contacts. For example, there will
still be arrests for driving under the influence of cannabis, underage possession, public
consumption, and illegal growing and sales. In fact, if a jurisdiction is committed to reducing the
size of the illegal market as quickly as possible, it may want to significantly ramp up
enforcement against unlicensed producers and sellers during the legal market’s nascency. Thus,
an important choice confronting jurisdictions is how much time and effort they want to devote to
enforcing cannabis laws (including DUI) after a decision is made to legalize.

7. Penalties. A related choice for legalizing jurisdictions is whether the penalties for those
convicted of a cannabis offense post-legalization will change. This will have implications for
social equity, health, and safety. For example, should possession of cannabis by those underage
remain a criminal offense, or should it be akin to a traffic citation? What will be the penalties for
producing or selling cannabis outside the licensed system? Will it just be a fine or would a
conviction lead to a criminal offense? Similar questions can be asked for those in the licensed
system who illegally divert cannabis will face criminal penalties in addition to revoking or
suspending their license.

Another decision confronting legalizing jurisdictions is whether there will still be penalties
for probationers and parolees who are drug tested and test positive for cannabis. In some
jurisdictions, those subject to community corrections are ordered to abstain from alcohol (which
is legal for the rest of the population 21 years and older), but this is often because alcohol
consumption was believed to be related to the offense (Kilmer et al., 2024).

Penalties for driving under the influence of cannabis are a contentious issue, especially
because it is difficult to determine whether a driver is under the influence of cannabis (e.g., see
Humphreys and Kilmer, 2025). Although the bulk of the research suggests that driving under the
influence of alcohol is more dangerous than driving under the influence of cannabis, driving
under the influence of cannabis is still more dangerous than driving sober. In addition, the bulk
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of the research suggests that driving under the influence of both alcohol and cannabis amplifies
the risk (Caulkins et al., 2016; National Highway Traffic Safety Administration, undated).

To date, every jurisdiction that has legalized still prohibits driving under the influence of
cannabis as a criminal offense. They differ, however, in the thresholds used to determine whether
someone is under the influence of cannabis. For example, Colorado and Washington have a limit
of 5 ng of THC per milliliter of blood (ng/mL) limit for drivers; in Ohio, the threshold is a limit
of 2 ng/mL for blood and 10 ng/mL for urine; and, for many other states, there is no specified
limit (Alcohol Policy Information System, 2025).

8. Prior criminal records. Because of racial and ethnic disparities in the enforcement of
cannabis prohibition (see Chapter 2 in our main report), there is a growing discussion about what
jurisdictions should do about those who were convicted of cannabis-related offenses that are no
longer illegal. This has wide-ranging implications because of the various collateral consequences
associated with having a drug arrest or conviction on your record. It can also influence who gets
to participate in the legal cannabis market.

Jurisdictions not only have to decide whether to remove or expunge these from individuals’
criminal records, but they also have to make decisions about which offenses to expunge. Will it
be all cannabis offenses or just possession? How easy will it be for individuals to expunge these
offenses? Will the onus be placed on the individuals to apply for expungement, or will the new
legislation require state officials to automatically delete these offenses from their records?

9. Product types. Jurisdictions also have decisions to make about the types of cannabis
products will be allowed in the market. Since the expansion of loosely regulated medical
cannabis markets, the number of cannabis products available to consumers in commercial
markets has proliferated. In addition to several different strains of cannabis flower, legal
dispensaries often sell dozens if not hundreds of other products, including vape pens/cartridges,
concentrates (e.g., waxes), edibles, drinks, oils, and lotions.

A fast-growing segment of the market is infused pre-rolls, which are pre-rolled joints filled
with cannabis flower that has been infused with concentrates, hash, or other cannabis products to
boost the THC content and possibly change the flavor. Figure 6 displays the trend in total THC
sold in California’s legal market by product type (based on more than 1 billion transactions).
Whereas infused pre-rolls used to account for less than 6 percent of total delta-9 THC sold in the
state in 2021, their market share is now closer to 12 percent. The median THC concentrations of
infused pre-rolls is 40 percent, whereas the median concentration for flower-only products was
closer to 26 percent (Smart et al., 2025). Allowing this class of product is a policy choice, and a
scientific committee convened by California Department of Public Health recently recommended
that these infused products be banned (Allen et al., 2024).
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Figure 6. Total THC Sold in California’s Legal Market by Product Type, 2020-2025
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SOURCE: Features data from Smart et al., 2025.

10. Potency. Just as Indiana and other jurisdictions considering (or reconsidering)
legalization must also choose whether to limit the potency of cannabis products. Potency is
typically measured in terms of the delta-9 THC concentration of a product, but delta-8 THC and
other cannabinoids also need to be considered.

There is an emerging literature about the health consequences of higher potency cannabis
products, but the evidence base is not very strong. In a recent systematic review conducted by
Lake et al. (2025) concluded:

In the context of very-low-certainty evidence across all outcomes, the reviewed
findings are suggestive of a positive association between higher-potency
cannabis use and high-frequency cannabis use, cannabis-related problems, or
symptoms of cannabis use disorder. This is reflected in a “detrimental” direction
of association observed for higher-potency cannabis under the “problem”
cannabis use domain, accompanied by a significant pooled binomial test result.
Findings related to mental health and other substance use were less consistent but
tended to favor poorer symptoms with higher-potency use. This was particularly
apparent with psychosis, where evidence of an association with higher-potency
use was strengthened after restricting analysis to higher-quality studies.
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Given these emerging findings that are still far from definitive, policymakers have choices to
make about higher-potency products. They can initially allow the sale of these products and then
try to restrict their sale if future studies suggest that such products adversely affect public health.
Or policymakers could ban or impose potency limits and consider lifting them if future research
suggests that such products are not serious risks to public health.

Most—if not all—states that have legalized cannabis for nonmedical purposes have imposed
potency caps for edible products. In many places the package can contain no more than 100
milligrams of delta-9 THC and states differ about whether the pieces or gummies inside that
package can exceed 5 milligrams or 10 milligrams of THC.

A few states have also imposed potency limits on other cannabis products. Vermont caps
flower at 30 percent THC and solid concentrates at 60 percent THC. Connecticut initially set the
same limits, but in October 2025 raised them to 35 percent and 70 percent, respectively.

11. Purity. Jurisdictions will need to develop protocols for testing and labeling for
cannabinoids and make decisions about the types of pesticides that can be used and tolerable
levels of impurities (e.g., mold, bacteria, metals, mycotoxins). These issues affect the health of
cannabis consumers and can create health risks for those working in the cannabis industry (e.g.,
see Subritzky, Pettigrew, and Lenton, 2017). Given the lack of federal standards, there is
tremendous variation in these testing protocols and thresholds throughout the United States
(Jameson et al., 2022). '8

Jurisdictions will also have to decide whether certain substances (e.g., alcohol and tobacco)
can be mixed and sold with cannabis. Because the overall health effects of cannabis legalization
will be shaped by what happens to the consumption of alcohol, opioids, tobacco and other
substances (Caulkins et al., 2016; also, see Annex I), this decision could have important
implications for health. So far, no jurisdiction has allowed cannabis products to be infused with
alcohol or tobacco. In fact, most places do not allow cannabis to be sold in stores that sell alcohol
or tobacco (Nova Scotia, which sells both alcohol and cannabis in the same state-run stores, is a
notable exception) This is not the case with intoxicating hemp products, which are sometimes
sold in bars and liquor stores, or in convenience stores that sell tobacco and alcohol products.

12. Price. Many of the outcomes discussed in cannabis legalization debates—e.g., the size of
the illicit market, consumption, tax revenues, business profits—will be shaped by the post-tax
retail price of cannabis after legalization (Caulkins et al., 2013; Caulkins et al.,2015). As
discussed earlier, there are several reasons to expect cannabis production costs to plummet after
legalization but jurisdictions have several tools they can increase the retail price if they desire.
These include minimizing competition (e.g., by limiting wholesale and/or retail market to the
government), setting the price, setting a minimum price, limiting quantity discounts (e.g., by

18 If Indiana decides to regulate some form of supply and require testing, they should pay close attention to
Fusarium mycotoxins which might help explain some portion of the increase in cannabis hyperemesis cases
(Stephens et al., 2025).
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limiting the amount that can be purchased), levying taxes and fees, and imposing costly
regulations (e.g., thorough testing and labelling regimes) (see e.g., Kilmer, 2017).

In many places, cannabis taxes are ad valorem taxes, which are a function of price, but there
are other ways to tax cannabis (Caulkins et al., 2013; Caulkins et al., 2015; Oglesby, 2011).One
of the limits of price-based taxes is that tax revenue decline as the price falls, unless there is a
corresponding increase in consumption.

An alternative approach is to tax cannabis based on its THC content. This would be similar to
how Indiana taxes alcohol—as a function of its alcohol content (Indiana Department of Revenue,
2025). Some U.S. states have implemented this approach (e.g., Connecticut, Illinois), and this is
also how Canada taxes non-flower cannabis products. One advantage of this approach is that tax
revenue would not fall as market prices decrease. Making the THC tax progressive (i.e.,
increasing the rate increases as the amount of THC in the product increases), makes it easier for
governments to nudge consumers toward using lower-potency products. One could also imagine
taxes based on THC:CBD ratios, or other combinations of chemicals.!®

If a jurisdiction’s testing and labeling regime is reliable—and this is a big if—then taxing as a
function of THC (or some other combination of cannabinoids) should not be difficult. But as
Kilmer (2018) noted, “[I]f the testing regimes yields inconsistent results or the system can be
corrupted, this creates challenges for labeling and levying THC taxes. In this situation,
jurisdictions could consider using the company-stated THC level as the base for an alternative
minimum tax.”

13. Preferences for licenses. If jurisdictions decide to legalize and license commercial
activity, they will have to decide how to distribute those licenses: Will this be done much like
allocating alcohol licenses? Regular business licenses? Will licenses go to the highest bidders??°
Or should preferences be given to licensing nonprofits or for-benefit corporations that are not
driven solely by profit? To small businesses? Something else? As discussed in the second entry
of the P decisions (“Profit motive”), this could have important implications for the health and
economic consequences of legalization.

Some jurisdictions have preferred giving business licenses to those who have been most
harmed by cannabis prohibition (e.g., those who live in communities where a disproportionate
number of arrests took place, those from certain racial/ethnic groups, and/or those who were
previously convicted of a cannabis offense) and other populations (e.g., veterans). When thinking
about these programs as economic engines in certain communities, one must also consider what
the price drops will mean for the economic viability of those given preferred licenses (Kilmer et
al., 2021). A complementary or alternative approach would be to impose a THC tax that would

91t appears that Indiana already has a $3.50 per gram marijuana tax on the books (Indiana Department of Revenue,
2025). It is unclear the extent to which the tax is imposed on those caught illegally possessing large amount of
cannabis in the state, but it will have to be addressed if Indiana decides to legalize some form of cannabis supply in
the state.

20 See Caulkins et al. (2015) for a detailed discussion of auctioning cannabis licenses.
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not be as sensitive to price drops and dedicate some of that revenue to evidence-based programs
that can improve economic opportunities for groups and/or communities disproportionately
affected by cannabis prohibition. The price drop could also be mitigated by allowing the
government to sell the product and/or set the price (Caulkins et al., 2015).

Given the risk that preferential licensing may not work as envisioned and possibly create
harm for some individuals, a 2024 National Academies of Sciences, Engineering, and Medicine
report on cannabis policy and public health notes a recommendation that cannabis regulators
should evaluate and possibly revise these policies “to ensure that they meet their stated goals and
minimize any unintended consequences. Policymakers should meaningfully engage affected
community members when developing or revising these policies” (2024, p. 13).

14. Permanency. In principle, none of these cannabis policy changes need be permanent,
whether made through ballot initiatives or the traditional legislative process. However, opening
the market to profit-maximizing firms makes it harder to make policy changes that could
adversely affect their bottom line. For this reason, cautious jurisdictions seeking alternatives to
prohibiting cannabis supply may want to consider some of the middle-ground options.

Issues of permanency also apply to regulations and product availability. Jurisdictions do not
have to allow all cannabis products to be made available for purchase on Day 1. For example,
those skeptical about creating a market (and associated advertising) for high-potency waxes
could prohibit them with a sunset clause in the ban after a fixed period unless extended by the
legislature.

Underlying Data for Cannabis Treatment Admissions and Cannabis-Involved Poison
Center Cases

Table 19. Indiana Marijuana Treatment Admissions, 2015-2023

Category 2015 2016 2017 2018 2019 2020 2021 2022 2023

Age stratification

Marijuana, primary drug (all ages) 4437 4,349 5210 6,313 5,121 4,360 4,191 4,077 3,964
12-17 years 524 496 470 460 443 351 350 469 500
18-29 years 2,306 2,310 2,777 3,445 2404 2,069 1,937 1,712 1,559
30-39 years 1,016 990 1,246 1,514 1,310 1,153 1,150 1,102 1,047
40-49 years 404 358 485 609 639 531 468 519 524
50+ years 187 195 232 285 325 256 286 275 334

Marijuana, any drug (all ages) 10,379 10,430 12,499 15,649 13,410 11,129 10,957 10,212 9,940
12-17 years 637 588 557 566 526 421 395 532 590
18-29 years 4955 4926 5,842 7,112 5,253 4,497 4,120 3,512 3,250
30-39 years 2,779 2,976 3,696 4,742 4,373 3,604 3,625 3,368 3,170
40—49 years 1,308 1,248 1,533 2,059 2,090 1,716 1,793 1,782 1,806
50+ years 700 692 871 1,170 1,168 891 1,024 1,018 1,124
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referral/DUI/DWI

Category 2015 2016 2017 2018 2019 2020 2021 2022 2023

Referral source stratification

Marijuana, primary drug (referral source)
Missing/unknown/not 0 0 1 0 4 20 2 8 16
collected/invalid
Individual (includes self-referral) 703 573 637 815 1,013 1,065 1,091 1,102 1,018
Alcohol/drug use care provider 89 96 116 121 110 80 46 47 24
Other health care provider 206 162 182 206 261 347 364 335 274
School (educational) 81 71 73 55 81 45 52 76 87
Employer/EAP 41 29 29 14 24 15 16 19 14
Other community referral 869 1,023 1,348 1,225 926 1,014 671 542 506
Court/criminal justice 2,448 2,395 2,824 3877 2,702 1,774 1,949 1,948 2,025
referral/DUI/DWI

Marijuana, any drug (referral source)
Missing/unknown/not 0 1 3 2 5 48 9 21 39
collected/invalid
Individual (includes self-referral) 2,346 1,990 2,223 2,904 3,136 3,121 3,284 3,065 2,917
Alcohol/drug use care provider 222 277 336 379 381 265 224 238 238
Other health care provider 670 556 667 841 837 978 971 785 629
School (educational) 94 80 91 66 88 52 55 84 98
Employer/EAP 63 48 50 38 41 26 23 27 20
Other community referral 1,830 2,066 2,692 2,721 2,239 2119 1,534 1,258 1,172
Court/criminal justice 5,154 5412 6,437 8,698 6,683 4,520 4,857 4,734 4,827
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Table 20. All Indiana Treatment Admissions, 2015-2023

Category 2015 2016 2017 2018 2019 2020 2021 2022 2023

Age stratification

All admissions 21,870 21,600 25,805 32,678 28,862 23,721 22,954 20,466 20,195
12-17 years 727 653 618 615 588 460 430 578 644
18-29 years 8,554 8,443 9,728 11,832 8,947 7,695 6,656 5,554 5,100
30-39 years 6,417 6,631 8,233 10,651 9,934 8,184 8,038 7,144 6,867
40—49 years 3,549 3,390 4,087 5508 5418 4,365 4,656 4,296 4,377
50+ years 2,623 2,483 3,139 4,072 3,975 3,017 3,174 2,894 3,207

Referral Source Stratification
Any admissions

Missing/unknown/not 4 3 3 3 10 100 32 46 75
collected/invalid

Individual (includes self-referral) 6,268 5,337 5,808 7,712 8,536 7,659 7,632 6,641 6,488

Alcohol/drug use care provider 552 616 751 838 887 618 598 659 623
Other health care provider 1,609 1,372 1,830 2,109 2,060 2,245 2,050 1,580 1,389
School (educational) 114 91 106 83 101 62 59 98 108
Employer/EAP 96 83 95 70 68 55 44 33 48
Other community referral 3,529 3,945 4,933 5118 4,155 3,767 2,863 2,356 2,138
Court/criminal justice 9,698 10,153 12,279 16,745 13,045 9,215 9,676 9,053 9,326
referral/DUI/DWI

SOURCE: Features information from Treatment Episode Data Set drawn from SAMHSA, 2025.
NOTE: DUI/DWI = driving under the influence/ driving while intoxicated; EAP = employee assistance program.

Table 21. Cannabis-Involved Poison Center Cases (All Severities, All Cannabis Types Except

Synthetic)

lllinois Indiana Kentucky Michigan Ohio
Year Cannabis-Involved Poison Center Cases
All ages
2010 146 116 77 191 171
2011 114 85 85 200 176
2012 129 86 65 268 147
2013 123 85 52 214 161
2014 182 102 79 220 122
2015 280 125 76 465 138
2016 264 114 85 562 212
2017 290 139 94 615 199
2018 387 177 109 654 288
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lllinois Indiana Kentucky Michigan Ohio

Year Cannabis-Involved Poison Center Cases

2019 526 197 143 772 355
2020 809 267 180 876 566
2021 954 451 320 1,089 689
2022 940 519 368 1,150 850
2023 1,111 432 386 1,120 995
2024 1,072 454 412 1,256 1,198
Ages 0-5

2010 6 7 5 13 11
2011 3 3 3 14 7
2012 1 3 0 17 11
2013 1 1 2 7 7
2014 2 5 2 16 9
2015 12 5 4 13 10
2016 22 6 4 28 19
2017 22 16 8 45 17
2018 40 32 4 68 46
2019 94 36 26 118 84
2020 236 70 43 203 178
2021 318 148 79 305 228
2022 326 181 102 354 319
2023 393 138 101 382 376
2024 360 175 111 445 499

SOURCE: Features data from the U.S. Poison Centers National Poison Data System (America’s
Poison Centers, undated.)

Table 22. Poison Center Cases Involving Synthetic Cannabis (All Severities)

Year lllinois Indiana Kentucky Michigan Ohio
All ages

2010 33 22 21 17 33
2011 367 247 241 227 283
2012 106 211 111 280 123
2013 62 95 45 25 57
2014 64 127 83 55 61
2015 136 157 153 29 124
2016 84 131 88 12 48
2017 50 88 66 20 34
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Year lllinois Indiana Kentucky Michigan Ohio

2018 262 96 31 13 27
2019 36 54 24 19 24
2020 21 53 25 11 23
2021 17 48 19 17 33
2022 17 12 8 9 10
2023 15 27 11 19 15
2024 8 18 15 27 13
Ages 0-5

2010 2 0 0 0 0
2011 1 1 0 3 2
2012 2 0 0 1 0
2013 3 1 1 0 0
2014 1 2 1 0 1
2015 1 2 0 0 0
2016 0 0 0 0 0
2017 0 2 2 1 1
2018 0 3 0 0 3
2019 2 3 0 2 0
2020 0 0 0 1 0
2021 3 1 0 1 1
2022 1 0 0 1 0
2023 0 0 0 7 1
2024 1 1 0 4 0

SOURCE: Features data from the U.S. Poison Centers National Poison Data System (America’s
Poison Centers, undated.)

Thinking About Post-Legalization Enforcement Strategies

As with any regulatory regime, policymakers must make choices about the types of
regulations to impose, the level of enforcement on market actors (e.g., cultivators, processors,
wholesalers, retailers, and testing labs), and the timing of enforcement activities. These choices
interact in important ways. The sequencing and concentration of enforcement resources can be as
important as their total magnitude (sometimes referred to as a dynamic concentration) (Kleiman
and Kilmer, 2009; Kleiman, 2010).

If Indiana legalizes retail sales and devotes resources (before and/or after stores open) to
monitoring and enforcement, it has many options. For example, a practical application of
dynamic concentration would involve an intensive compliance-check program in the months
immediately after the start of retail sales. For example, Indiana could fund county law
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enforcement agencies or state revenue enforcement agents to conduct systematic checks
verifying that cannabis is not being sold to underage purchasers. Stores caught in violation would
face immediate, meaningful sanctions, such as substantial fines or mandatory temporary closure,
and these enforcement actions would be publicly announced. The goal is to establish quickly and
credibly that violations carry real consequences.

Once retailers adjust to this enforcement reality and compliance becomes the norm, the
intensive program can scale back to a maintenance level. Fewer inspectors would be needed
because fewer violations would occur. This front-loaded approach may cost more in Year 1 but
generate savings in subsequent years while achieving better compliance outcomes than a
constant, modest level of enforcement.

Similar strategies could apply to enforcement against the illegal market. If Indiana legalizes,
the attorney general could announce explicitly that enforcement against unlicensed producers
and distributors will intensify. The message would be clear: The state has decided it wants
cannabis to come from regulated sources, and those continuing to operate outside the licensed
system will be prioritized for investigation and prosecution. Temporarily shifting law
enforcement resources to these cases before retail sales begins—making high-profile arrests and
securing convictions—would signal that Indiana is serious about transitioning to a regulated
market. This could also motivate some illicit operators to seek licenses rather than face increased
enforcement risk.

Finally, seed-to-sale tracking systems can enhance the efficiency of some of these strategies.
Some states’ tracking systems have been difficult to use, but a well-designed tracking system
generates data that allows regulators to identify patterns warranting closer attention: unusually
high waste rates at a cultivation facility (potentially indicating diversion), prices or sales volumes
significantly out of step with local competitors (potentially indicating unreported transactions),
or inventory discrepancies. Building robust analytic capabilities early—developing algorithms to
flag anomalies and establishing baseline patterns of legitimate activity—creates the intelligence
infrastructure necessary for targeted, efficient enforcement. Without such systems, regulators
must rely on labor-intensive random inspections that are both more costly and less effective at
detecting sophisticated violations.
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Abbreviations

AZDHS
CBD
CHRIS
DND
FY
ICPS
MPH
MT
NIBRS
NSDUH
SAMHSA
THC
TPT

Arizona Department of Health Services
cannabidiol

Criminal History Repository System
daily/near-daily

fiscal year

International Cannabis Policy Study
Indiana Management Performance Hub
metric tons

National Incident-Based Reporting System
National Survey on Drug Use and Health
Substance Abuse and Mental Health Services Administration
tetrahydrocannabinol

Transaction Privilege Tax
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