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The Economics of Edibles 

 

Cannabis consumers have had a taste of the good life and they want more. Cannabis-infused 
edible products are what they want more of. When Colorado legalized adult-use cannabis five 
years ago, the traditional flower was the big market driver. There were edibles, to be sure, but the 
products weren’t that sophisticated in the beginning.  

As the edible companies matured and consumers made their preferences known, the offerings 
have improved in taste and consistency of dosage causing sales to increase. 

The chocolates and baked goods no longer taste “weedy” or as some in the industry describe as 
an “earthy” taste. The products are now made in commercial kitchens and not the original 
residential kitchens. Testing standards have improved and producers can now deliver specific 
levels of THC on a regular basis.  

 

The Edibles Market Is Growing 

According to BDS Analytics, flower sales have dropped from 48% of total retail cannabis sales 
in Colorado in 2017 to 42% in 2018. During that same time period, edible sales have grown from 
$201.4 million (or 13% market share) to $220.3 million (14% market share). That may not sound 
like a big jump, but total cannabis sales in Colorado grew 2.6% from 2017 to 2018, whereas 
edible sales grew 9.4% during that same time period.  

California’s edible market is expected to show a similar pattern as that state’s legal adult-use 
market matures. Canaccord Genuity has forecast that the overall cannabis market should grow 
from $2.5 billion in 2018 to $5.6 billion in 2022. The analyst team led by Bobby Burleson has 
estimated that the edibles market for California could grow from last year’s $315 million to $1.2 
billion in 2022. The market share for edibles in California jumped from 13% in January 2018 to 
14% by the end of the year, according to BDS Analytics.  

In addition to that, the news lately on vaping has been less than satisfactory. Recent reports about 
unsafe vaping could easily drive even more consumers into the edible market. It was reported in 
the New York Times that 16 states have reported 153 cases of vaping-related respiratory 
illnesses in the past two months. The cases concern young adults or teens and include nicotine 
related vaping as well as THC vaping. The Centers for Disease Control (CDC) either could be 
dangerous and more studies are needed. However, the negative headlines may cause a shift 
towards edible products over concern about vaping.   

 

Gimme Gummies 

There are several categories of edible cannabis products. They include gummies, chocolates, 
caramels, cookies, mints, candies/gum, and brownies/cereal bars. BDS Analytics Consumer 
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Insights research shows that gummy candy is the number one preferred type of edible among 
cannabis consumers.  

Gummies as a delivery method appeal to consumers. One small portion doesn’t seem to be too 
sugary and the combination with cannabis is complementary such that the cannabis flavor is 
more masked. Plus, consumers are already used to the idea of vitamin gummies so it’s an easy 
adoption.  

In Oregon, gummies accounted for just over 50% of the total edibles market in 2018. Colorado’s 
gummy category had a 45% market share, Nevada 42%, Arizona 38%, and California 37%, 
according to BDS Analytics (Figure 1).  

 

Figure 1. Edible Category Dollar Sales, by State (2018) 

 
Source: BDS Analytics Retail Sales Tracking, December–January 2019 

 

PLUS Products is a leader in the gummy category, and within edibles overall. BDS Analytics 
reports that PLUS had the number-one selling edibles SKU (stock keeping unit) in the California 
market in 2018, with a 3.3% dollar share within the total edibles category. Though PLUS is 
seeing success within the gummy category, the company actually started out making 
cannabis-infused gum. “After some time in the market with gum, we realized that it was a bit too 
early in the market,” said Jake Heimark, the Founder of PLUS Products. “We went out to 
dispensaries and found that gummies had the largest discrepancy between dispensary demand 
and manufacturer supply. So we decided to pivot our core product offering.”  
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Another change in the evolution of the PLUS gummy is that it has also lowered its THC content 
for its gummies as consumers gravitated to microdoses. In the early days of edibles, many 
producers opted for 10mg doses, but that proved to be too much for the average consumer and 
now edibles tend to come in smaller doses like 2.5 mg or 5 mg options. The 10mg offerings still 
exist, but consumers have signaled their preference for lower doses. 

 

Pricing  

One of the other reasons why consumers are flocking to edibles could be pricing. Traditional 
retail flower still remains at higher prices and while vaping has seen an increase in sales, 
consumers face sticker shock when buying a vape pen. According to Cowen & Co., prices for 
vape products can average between $26 in Washington state to $49 in Nevada. In Massachusetts, 
several dispensaries were charging $60 and higher for a vape pen. That can be a big investment 
for people new to dispensary shopping. 

Edibles, on the other hand, are lower priced with the average ranging from $14 in Washington to 
$22 in Nevada. While research from Cowen & Co has shown that edible prices have risen 14% 
from 2016 to May of 2018. During that same time, tincture prices rose a whopping 37%. So, the 
edibles continue to seem to be a good bargain for consumers.  

Nevada which consistently tops most lists for high pricing actually experienced a decline in 
edible prices. Cowen Senior analyst Vivien Azer wrote, “We believe this better pricing could 
reflect the appeal that these products have among less sophisticated cannabis consumers.” 
Meaning new customers or returning cannabis consumers don’t want to spend a lot of money in 
their early trips to dispensaries on unfamiliar products and edibles have become an easy entry 
item. Low priced in an easily recognized form like a gummy or a mint. 
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Edible producers are also in a great position to benefit from lower cannabis prices. Generally, the 
retail price of edibles can stay the same, while the price of the core ingredient, cannabis, has 
slipped. Better pricing means better gross margins for edible producers.  

 

CBD Edibles 

Edibles aren’t just for the THC infused market, CBD (cannabidiol) only edibles are proving to be 
very popular. Since the 2018 Farm Bill passed in December of last year legalizing hemp and 
hemp-derived products, it seemed consumer demand went through the roof. According to data 
from Brightfield Group, “2019 is shaping up to be a massive year for CBD, leading to just over a 
$5 billion industry by the end of the year – a 706% increase over 2018.” The company also has 
estimated that the U.S. CBD market could reach $23.7 billion by 2023. The USDA also reported 
that industrial hemp was the fastest-growing crops with a 368% increase in acres planted from 
2018 to 2019. 

In Google’s 2018 Trend Report, the search engine reported that CBD gummies were the 
third-highest search term when it looked at food-related searches. The company said that CBD 
gummy interest rose steadily throughout the year. While Google prohibits advertising CBD 
products on its platform, the company is rumored to be pursuing a trial ad program according to 
a CBD company called Chilyo, although Google has denied it has a trial program. 

Research from Technavio (2018) showed that the global market for cannabis edibles products 
was valued at $8.4 billion in 2017 and is on track to register a compound annual growth rate of 
more than 25% between 2018 and 2022, and could reach $25.7 billion. The company said that 
the largest market share in 2017 for CBD was the food segment, which accounted for more than 
60% of the market and is expected to increase by an additional 4% to maintain its domination 
through 2022. 

Brightfield Group noted that the meteoric rise is attributed to the migration of CBD sales from 
online outlets to chain retailers. “The CBD market has been growing rapidly, but we will see 
unprecedented growth in 2019,” Brightfield Managing Director, Bethany Gomez, explains. “The 
bulk of this growth is coming from large retailers like CVS, Walgreens, Kroger entering the 
market and providing that availability to consumers.” company Green Growth Brands signed 
deals with mall stores like American Eagle and Abercrombie & Fitch to carry its CBD products 
and plans to open 180 stores called “Seventh Sense” in malls. 

“As legal restrictions are loosened, the process of bringing a hemp C.B.D. product to market, 
including the leveraging of mainstream distribution channels, could soon mirror that of other 
C.P.G. (consumer packaged goods) products,” said the consumer data company Nielsen. “From 
over-the-counter medications to cosmetics, pet care and even products throughout the traditional 
food and beverage space, the future potential of hemp-based C.B.D. could impact billions in 
C.P.G. sales across categories.” 

“Of the survey respondents who said they’d be willing to try a product infused with cannabis, 
55% said they would be willing to try a food product, such as snacks, candy, or packaged food; 
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32% said they’d be willing to try it in a nonalcoholic beverage; and 19% said they’d be willing to 
try it in an alcoholic beverage,” says Randy Burt, partner in A. T. Kearney’s consumer products 
and retail practice. When asked whether they believed that products derived from or containing 
cannabis could offer wellness or therapeutic benefits, 79% of respondents strongly agreed or 
agreed, a perception, believes Burt, that can translate into a marketing opportunity 

PLUS has had as much success in California with its CBD products as it has captured the 
number one position in the state and plans to launch a line of hemp-based CBD products 
according to Cowen & Co. 

One fly in the CBD ointment is the FDA, which has taken a momentary stand against adding 
CBD to food or drink without their approval. The regulatory body wants to determine regulations 
concerning the product before consumers begin ingesting untested products. The problem is that 
many consumers and producers have basically ignored the FDA’s call to hit the pause button. 
CBD products had already been for sale in the dispensaries before the FDA was handed the 
regulation reins by Congress with the Farm Bill passage. 

So far, the FDA has mostly limited its push back to companies making grandiose medical claims. 
The FDA sent a warning letter to Curaleaf about its labels on CBD products causing the retailer 
CVS to pull the products from the shelves. The agency has conducted listening sessions and 
taken comments from the public it trying to quickly put the genie back into the bottle.  

California Market 

As previously noted, the California edibles market is expected to be the largest in the country. 
BDS Analytics found that gummies occupied the largest portion of the edibles market in 
California with a 37% market share in 2018 (followed by chocolates with 20% market share, and 
baked goods at 12%). That number has grown to 43% as of January 2019 (Figure 2).  

Figure 2. California Edible Category Dollar Share, January 2019 

 
Source: BDS Analytics Retail Sales Tracking, January 2019 
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The California market has become so important to the edibles market overall that manufacturers 
are using the state to test new products. To get a better idea of the enormous amount of 
competition in California, BDS Analytics reports that, as of July 2019, there were more than 140 
edibles brands in the marketplace. Compare that to 111 in Oregon, 95 in Colorado, 63 in Arizona 
and 41 in Nevada.  

Further, BDS Analytics data shows that through July 2019 there are 30 brands in California that 
have generated more than $10 million in sales. Drilling down even further, nine brands delivered 
over $25 million in revenues in the state, and two big brands brought home more than $50 
million. To put this in perspective, the top-selling brand in Colorado through July 2019 has 
generated $34.4 million in sales. This means when a company wins the wallets of residents, it 
will be handsomely rewarded.   

Packaging 

Restrictions in packaging and labeling have caused edible producers to be nimble and quick on 
their feet. Colorado’s regulations continued to change as the state tried to address early problems 
with edible products. Products with large amounts of THC were causing new cannabis customers 
to accidentally consume too much. The products were so new, consumers didn’t know the 
difference between a 10-milligram small chocolate square or a whole chocolate bar with only 5 
milligrams.  

Often the packaging wasn’t clear adding to the confusion. Was it 10 milligrams for a square 
meaning the whole bar was 100 milligrams? Complaints overdosing and inconsistency caused 
the state to crack down on the producers for better warning labels and suggested portion 
amounts. Candies and chocolates meant to mimic famous candy brands were quickly shut down. 
Anything that might entice a child to eat it was also forbidden. 

States began to require strict package requirements that ranged from identifying the product with 
a THC marking to child-resistant containers. The THC marking caused many baked items to exit 
the marketplace as bakers couldn’t tag the products with required leaf symbols or THC 
markings.  

Some companies like PLUS embraced the challenge and began selling its signature gummies in a 
round tin that has become the identity of the company. PLUS founder Heimark said he feels that 
it's important that the product experience is just right from the packaging through consumption 
of the product, and the tins have always been a part of that experience.   

New Markets 

New markets continue to come on board as more legal adult-use states get programs up and 
running. Massachusetts began recreational sales in November 2018 and in six months saw $140 
million in sales. Considering the state has been slow to issue licenses, sales are expected to 
continue to rise with month over month increases of 21% so far. Infused edibles were 13.9% of 
the market according to the Massachusetts Cannabis Control Commission.  

Medical marijuana gummies are also proving to be a big hit in medical-only states. In Ohio, new 
dispensaries sold out within days of receiving a shipment of medical marijuana gummies. The 
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products sold for $80 for 11 gummies with 10 milligrams of THC. With limited form factors, the 
medical patients seemed to prefer ingestibles over smokable products.  

Arkansas medical marijuana sales also began this summer with a limited number of dispensaries. 
Edibles are allowed but can’t be in a format that would entice children to consume the product.  
Maryland will also allow edible sale once the regulations can be written.  

Florida has finalized rules for medical edibles and sales are expected to begin within months. 
The state’s agriculture department-approved rules for edibles and now the Department of Health 
has to weigh in.  

Looking ahead, Illinois will begin recreational cannabis sales on January 1, 2020, while 
Michigan which legalized medical marijuana expects its recreational licenses to be awarded later 
this year. Sales could begin by the end of the year as well as creating another new market for 
edible products.  

ArcView said in its latest report, "Legal cannabis-derived edible products, from candy and 
chocolate to infused beverages, is a sector worth watching over the next few years." Other 
highlights from their report were that edibles are projected to grow from 12% to 14% of the total 
cannabis market by 2022, while flower drops from 50% to 36% and that edibles' share of the 
total cannabis market has already more than doubled, from 5.4% in 2011 to the current 12%. 

Canada represents an easy international push as that country opens up its shelves to edible and 
vape products later this year. Unfortunately for many cannabis companies, they had hoped to 
begin selling these products in October and had designed their business plans as such. However, 
that wasn’t to be the case. Senior Cowen & Co. Analyst Vivien Azer has forecast the Canadian 
cannabis market to grow from $2.8 billion in sales in 2019 to $4.7 billion in 2020.  

Azer also noted that according to the Cowen Canadian Cannabis Survey, edibles were the second 
preferred form of cannabis by consumers. Consumers from both Alberta and Ontario chose 
edibles as second to dried flower. “Indeed, 55-57% of consumers indicated that they plan on 
consuming edible products with 29% indicating they plan to consume beverages,” she wrote in a 
report dated May 20, 2019. Those same consumers, when asked about future purchasing choices, 
said their desire to buy flower had dropped to 32-33% from the current 50%. She thinks 
Canadians could be even bigger consumers of edibles than Americans. “Edibles preference is 
expected to remain high by an average of 12.5%,” she wrote.  

 As more traveling consumers shop in well-stocked dispensaries in legal states, they can’t help 
but to return to their home state and wonder why they can’t buy the products they like. Consumer 
demand will help to push expansion efforts by producers into other states. Companies like PLUS 
Products can expand beyond the key battleground of California and look towards Nevada, 
Florida, Massachusetts, and Michigan.  
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