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lllinois Cannabis Revenue Falls Amid Hemp,
| nter state Competition

lllinois Cannabis Sales Revenue Falls For The First Time AsHemp
Competition, Interstate L egalization, And Pricing Pressures
Reshape The State’'sMarijuana Mar ket

The opening of the Okay Cannabis dispensary in Wheeling three years ago appeared to be a strong bet in a
booming industry. Marketed as the first shop in the state to combine marijuana sales with alcohol service and
baked goods through the adjoining West Town Bakery, the concept blended weed, booze, and pastries under
one roof an offering many believed would be a guaranteed success.

Y et the ambitious model ultimately failed to generate enough revenue to sustain its large footprint. Last
spring, the 12,000-square-foot store closed its doors, and the high-profile retail space now sits vacant. The
shuttered location has become a visible symbol of the broader struggles facing Illinois’ once-red-hot cannabis
sector.

High Profile Dispensary Closures And Dor mant Licenses Reflect
Growing Instability In Illinois’ Legal Cannabis Industry

Okay Cannabisisfar from the only casualty. A Spark’d dispensary in nearby Crystal Lake abruptly closed in
2024, while dozens of other cannabis business license holders have yet to launch operations at all.

State data show that only 29 of 86 licensed craft growers are currently operational, underscoring the barriers
facing smaller entrants trying to gain a foothold in the market. Many socia equity licensees—initially
expected to diversify ownership have struggled with financing, regulatory costs, and market saturation before
even opening their doors.

Recr eational Cannabis Revenue Declines 13 Percent To $1.5 Billion
AsMarket Once Compared To ‘Printing Money’ Slows

For thefirst time since legalization, Illinois recorded an annual decline in recreational cannabis sales.
Revenue fell 13 percent to $1.5 billion last year, marking a significant shift for an industry once likened to
“printing money.”

Medical marijuana sales have a so been trending downward since 2021, compounding financial pressures
across the sector. Analysts attribute the slump largely to falling retail prices—driven by intensifying
competition both within and outside state borders.



Hemp Retailers And Out Of State L egalization Drive Price
Compression And Erode Illinois Dispensary Profits

Former Okay Cannabis co-investor Scott Weiner, co-founder of the Fifty/50 Group behind West Town
Bakery, said structural market disadvantages have made profitability elusive for newer operators.

Large multistate cannabis companies that entered early dominate Illinois’ landscape, he noted, aided by their
control of medical dispensary licenses that are not subject to the same high tax burdens as adult-use retailers.

Meanwhile, the rapid rise of hemp derived intoxicating products has introduced a parallel marketplace. Hemp
shops often operate with lower taxes and fewer regulatory costs, allowing them to undercut licensed
marijuana dispensaries on price.

As cannabis flower and infused products increasingly behave like commodities, consumers have become
more price-sensitive—often choosing whichever retailer offers the lowest cost nearby.

“You just can’t fight the big boys,” Weiner said. “For the new social equity guys coming in, sadly there’sno
path to success.”

Falling Prices Benefit Consumers But Squeeze Operators Facing
High Costs And Federal Tax Restrictions

While declining prices have made cannabis more affordable for consumers, they have squeezed already thin
profit margins for operators. Dispensaries and cultivators face high financing costs, expensive compliance
reguirements, and significant operational overhead.

Adding to the burden is federal tax policy. Because marijuanaremainsillegal at the federal level, cannabis
businesses cannot take standard business tax deductions under IRS Code 280E—dramatically increasing their
effective tax rates compared to other industries.

Federal Policy Shifts On Cannabis Rescheduling And Hemp
Regulation Could Offer Relief To Struggling Cannabis Businesses

Industry stakeholders are watching federal developments closely for signs of relief. The administration of
Donald Trump has pledged to reschedule marijuanato aless restrictive federal classification, a move that
would allow cannabis companies to claim standard tax deductions.

In addition, Congress—after inadvertently enabling the intoxicating hemp market through the 2018 Farm
Bill—voted last year to ban certain hemp-derived intoxicating products, with the prohibition set to take effect
in November.

Licensed cannabis operators hope the crackdown will level the playing field by eliminating lower-cost hemp
competitors that have siphoned customers away from regulated dispensaries.

Market Correction Signals Maturing Industry Aslllinois Cannabis
Sector Transitions From Rapid Growth To Competitive
Consolidation



The closure of high-profile stores like Okay Cannabis and the slowdown in statewide sales point to a broader
market correction. What was once an explosive growth industry is entering a more mature phase defined by
consolidation, tighter margins, and heightened competition.

Whether federal reforms and hemp restrictions will stabilize revenues remains uncertain. For now, Illinois
cannabis businesses are navigating afar more challenging landscape one where scale, pricing power, and
regulatory shifts may determine who survives the next phase of the market.
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