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Global Cannabis Reform is Increasing
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• Cannabis is a global industry. The pace of reform is accelerating, driving increased 
international opportunities.

• Cannabis for industrial purposes is legal in over 65 countries as more 
governments see the value of cannabis from an economic development 
perspective.

• Current U.S. regulatory policies are a threat to U.S. global competitiveness.

Source: Whitney Economics



U.S. Update
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• The total 2022 legal cannabis demand for the U.S. is from $25.7 billion - $26.1 
billion with $81.6 billion by 2030.

• Growth in the U.S. will be based on new market deployments (NY, NJ, etc).
• Covid surge is over, demand growth has returned to 2019 pattern. (No “New 

Normal”)
• Inflation starting to impact ramps in new markets due to higher start up costs.



Inflation Taking a Bite out of Demand
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• Initial demand decline in Q1/Q2 was due to back to work policy changes.
• Basket amounts consistent with other years

• In Q4, basket prices are starting to weaken, as sign that consumers are trading 
down, not adding to.

Source: Headset
Source: https://www.covasoftware.com/blog/420_sales_and_profit_infographic_2022

https://www.covasoftware.com/blog/420_sales_and_profit_infographic_2022


Inflation Impacting Start-Ups
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• With higher costs for construction and building materials, inflation is impacting 
the pace of new entrants into the market.

• Average inflation 25% - 40% for build outs
• Increases in interest rates also impacting emerging markets.
• On a $2M loan, every 1% increase in interest rates results in $20k per year in 

interest payments. Current 4.5% rise equates to $90k more in interest.

Source: Mortenson Cost Index, Portland



Demand Declines Seen in Mature States
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• Multiple states are experiencing negative growth for the first time in 2022.
• Colorado, California, Oregon, Washington

• Demand growth from newly emerging markets.
• Illinois, Massachusetts, Michigan 

Source: Whitney Economics



U.S. Supply
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• California is the largest producer of cannabis, Oregon is second.
• Out of the 48.8 million pounds produced in the U.S. each year, only 32,029 

pounds were intercepted in transit by law enforcement (source: ABC News)



U.S. Supply
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• The west coast are the producer states, whereas the east coast are 
the consumer states.

• Oregon ranks 2nd in production, but nearly 3.4 million pounds is 
exported to other states.



Oregon Update
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• The total 2022 legal cannabis demand for the Oregon was $994 million, a decline 
of 16% from 2021.

• Oregon is one of the most saturated markets in terms of supply capacity, 
cultivator and retail operators.

• Approximately 24% of cannabis operators are profitable, leading to economic 
distortions in the market and increased illicit activities.

• Legal sales represent only 74.8% of the total market, down from 90% in 2021



Illicit to Legal Consumer Conversions
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• Oregon Illicit market estimated at $300 million - $400 million
• Converting consumers away from the illicit market is a 

function of both price and access.
• Consumers prefer to purchase products legally and even pay a 

premium, as long as that premium is not too great.
• If the difference in price of products between illicit market 

and legal market is too great, consumers will reengage with 
the illicit market

• In states with high taxes, there is lower participation in the 
legal market

• Oregon: 75% - 80% legal participation
• Washington: 70% - 75% legal participation
• California: 40%- 45% legal participation



Average Retail Revenue Per Store 
Indicates Economic Stress
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• Declining sales, lower basket amounts and expansion of retail licenses is creating 
stress at the retail level.

• Most stores require $2.0 million - $2.5 million per year to remain viable.
• Oregon ranks among the lowest nationally in terms of average revenue per 

retailer.
• Expect increased business failure rates and consolidation in Oregon.

Source: Whitney Economics



U.S. Market – Supply
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• The combination of significant capacity and high cultivator to retailer 
ratios are impacting the Oregon industry. 

• Over supply leads to lower prices, lower margins and economic stress on
both retailers and cultivators.

• Wholesale prices at or below production costs.
• Most state regulators do not consider supply in their licensing strategies.
• W.E. can demonstrate with data what level of licensure is appropriate.

Source: Whitney Economics



Supply Saturation Leading to Race to the Bottom
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• Oregon, Colorado, California, Michigan are all experiencing over supply and 
falling prices.

• California seeing an influx of legacy supply
• Licensees are calling for caps or moratorium on licensure.
• With excess supply, prices are lower and lower margins. This is driving 

consolidation and exits.
• Retailers are the price makers in saturated states. 

Source: Whitney Economics
Note: CO, OK, OR based on 20% utilization



Oregon Profitability
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• Q4’22 survey indicated that only 23.5% of licensed cannabis 
responders indicated that they were profitable.

• Policies that impact profitability need to be carefully
considered.

Source: Whitney Economics



Oregon Cannabis Operators in Distress
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• With declining revenues, lower margins and high federal taxes, Oregon 
cannabis operators are in distress.

• The average retailer is $12k behind on their state sales tax payments.

Source: Oregon Office of Economic Analysis, Oregon Dept of Revenue



Key Policy Recommendations
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• Supply and demand imbalances are negatively impacting the entire 
market.

• Oregon can either limit the capacity for cultivators in the state or 
aggressively promote interstate commerce.

• Tax and licensing policies are running contrary to social equity, economic 
development and agricultural objectives.

• It is critical that tax policy decision also incorporate national, state and
local impacts to reduce harm and potential demand destruction, 
particularly for minority or women owned businesses and small operators.

• Given the lack of profitability, further policy changes that will add
additional economic stress require greater scrutiny.

• Cannabis industry is a major source of pollutants. Hemp or plant based
alternative plastics are an alternative.

• The demand is fairly stable and predictable. The operators need help.



Hemp
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Participation Declining
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• Forecasted acres licensed is trending to be at same level as prior to 2018 
Farm Bill

• U.S. hemp cultivation capacity increased nearly 575% from 2018 to 2019.
• Hemp acreage licensed declined again in 2022 down another 62%.
• Seeing a shift in percentage of fiber and grain versus CBD/Cannabinoids.

Source: Vote Hemp (2016 – 2018), Whitney Economics (2019 – 2022), Randall Lusson (2021)



U.S. Hemp Update
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• Industry participation at the lowest since 2018.
• Inventories are lower leading to stable prices. May actually be 

too low to sustain growth or existing demand.
• Policy makers view hemp as a drug not realizing there are 

three major sectors within the hemp industry.
• Fiber, Grain and Cannabinoids

• Federal regulatory murkiness remains.
• States are trying to fill the void where the federal gaps exist.
• State legislators are deploying a patchwork of laws making it 

difficult to conduct commerce.
• The upcoming Farm Bill will address much of these issues.



Regulatory Murkiness Remains
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• Regulatory uncertainty is currently the greatest risk to the 
hemp industry.
• Regulatory uncertainty is impacting the growth of the industry. 
• Still treating hemp like it is illegal. 0.3% line of demarcation.
• Some changes have traction in upcoming Farm Bill

• Regulators are unable to cope with diversity of uses. 
• Current regulations based on farm gate.
• Thought leaders suggest regulating the product intention, not the 

THC content.
• Some common policy seems appropriate (testing, checking IDs).

• Confusion about CBD policy is impacting Fiber and Grain
• FDA to allow research from other countries in applications.

• Uncertainty and lack of clarity is creating externalities. 
• Impact of murkiness has lowered potential of fiber and grain by $20 

billion to $25 billion (in 2021).



The Collapsing Oregon Market
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• Regulatory murkiness at the federal level combined with over supply and 
anti-hemp policy has significantly impact the Oregon Hemp market.

• This trend is accelerating in 2022 and 2023.

Source: Oregon Department of Agriculture,  Whitney Economics



The Collapsing Oregon Market
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• Despite opportunities for fiber and grain in some portions of the state, 
farmers are not participating in the industry.

• Many businesses are moving out of state or closing down.
• One third of cultivators surveyed are not planting.

Source: Oregon Department of Agriculture,  Whitney Economics Source: Whitney Economics, OIHFA Survey

Oregon Farmers NOT Planting



Oregon Hemp Exports
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• Oregon Companies export between $50 million and $75 
million in CBD and CBD Isolates to other states

• Hemp operators and processors found new markets as a 
result of declining wholesale prices.

• License restrictions in impacting ability to continue this supply
• “Big Cannabis” is a major consumer of Oregon exported 

materials.
• Policies to support hemp expansion is appropriate.
• Is OLCC the appropriate regulator of hemp based animal feed 

and hempcrete licensure?



Hemp Moratoriums Will Not Achieve Objectives
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• A hemp moratorium will not stem the illicit, cartel driven 
activities nor will it limit the access to hemp derived 
cannabinoids.

• Law enforcement and regulatory inspectors already have the 
tools to ascertain which parcel is legal (Registered with 
regulatory) versus illegal (Cartel).

• Farmers will not be able to participate in the significant 
growth associated with fiber and grain demand.

• Hemp offers carbon offset credit opportunities. A 
moratorium will impact revenue streams for farmers.

• A moratorium will hurt agricultural development and 
expansion of sustainable industries for U.S. farmers.



National Survey Results
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• Regulatory uncertainty is top ranked concern nationwide.
• Regulatory murkiness is suppressing investment into fiber 

and grain sectors and limiting infrastructure development.



Declining Excesses in the Market is a Good Thing
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• Much of the excess inventory has been absorbed. Reduced by 70%
• Most of the excess is carried by large commercial operators.
• Look for prices to stabilize in 2022 and beyond, but also tight supply.

Source: Whitney Economics, National Business Conditions Survey (2022)



Price Declines Bring Reality to the Market
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• Supply excesses resulted in an over supply in the market.
• Prices declined throughout 2019, 2020 and 2021 as a result.
• 2022 prices appear to stabilize.

Source: PanXchange
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The Hemp Value Chain

28

Source: Whitney Economics
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National Survey Results – Q3 Sentiment
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• The industry outlook remains consistent.

Source: Whitney Economics

Do you feel you will be able to remain in business for the next 2 
years.

No: 57%
Yes: 43%



Opportunities in Hemp
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The Potential of Hemp
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• Hemp is by no means a “little cousin” to adult-use and medical cannabis.
• The applications of hemp are too numerous to even serve as a basis for 

comparison.
• With minor market share transitions (realistic) in a limited number of 

markets, hemp quickly exceeds the global market potential of adult-use 
and medical cannabis.

Source: Whitney Economics



Regardless of Challenges – Future is Bright
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• Short-run forecast is in flux due to state legislatures / bans.
• Hemp fiber and grain will surpass CBD acres licensed by 2023/24.
• Grain: Hemp for animal and human consumption.
• Fiber: Great opportunities in automotive, textiles and construction.

Source: Whitney Economics



The Global Market is Available for U.S. 
Hemp Operators
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• Despite the regulatory murkiness and increased competition from big 
cannabis, the global markets are opening up for U.S. hemp.

• Big markets in the EU for seed and fiber in addition to cannabinoids.
• Markets are tight there, so it is a good opportunity.
• EU policy is more mature than U.S. policy, key lessons can be learned 

from the EU.
• W.E. had data and comparative analysis on 30 countries.



Summary
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• Cannabis is the tale of two markets and markets within 
markets.

• Despite their differences, both cannabis and hemp are 
experiencing economic distress.

• Regulatory and legal uncertainty are currently the greatest 
risks to investors and operators.

• The future is bright for hemp, while cannabis remains murky.



Contact
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Beau R Whitney
Whitney Economics

Beau@WhitneyEconomics.com
503-724-3084

mailto:Beau@WhitneyEconomics.com


About Whitney Economics
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Beau Whitney, Cannabis Operations and Supply Chain Expert

Beau Whitney is the founder and Chief Economist at Whitney Economics, a global leader 
in cannabis and hemp business consulting, data and economic research.

Serving an international clientele, Beau is considered one of the leading cannabis 
economists in the U.S. and globally. His applications of economic principles to create 
actionable operational and policy recommendations have been recognized by 
governments, and throughout the economic, investment, business communities. 

Beau has provided policy recommendations at the state, national and international levels 
and is considered an authority on cannabis economics and the supply chain.



Backup Slides

37©Whitney Economics, LLC. 2020  503.724.3084  www.whitneyeconomics.com



The Impact of 280E: 
An Oregon Example
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• Even with record sales and tax revenues, Oregon retailers are struggling.
• Average Revenue per Oregon Retailer is $1.2 million.

• Federal taxes, labor and inventory purchases make up the majority of costs, 
with little else left for health care, rent, compliance or other expenses.

• The average retailer in Oregon will pay nearly $150,000 in federal business 
taxes and is roughly $12k behind in state sale tax payments.

Source: Whitney Economics



Cross Border Effect
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• Consumers are price 
sensitive (elasticity > -
2.0)

• Tax policy plays a large 
role in illicit to legal 
consumer conversions

• When Oregon flower 
came on line for rec 
users, Washington saw 
a steep drop off of 
demand

• Current tax rates: 
WA: 37% state + 9% 
local
OR: 17% state + 3% 
local

Source: Whitney Economics



Oregon Hemp Value Decline
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• Value of the Oregon hemp crop (Biomass only) has declined from $5.5 billion to 
$22 million since 2019. 

• There were only 780 licenses in 2021 a decline of 61% since last year
• How is this driving so much illicit supply and cartel activities? This just does not 

add up?

Source: Whitney Economics, Oregon Department of Agriculture, PanXchnage
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