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Introduction: The United States (US) is the world's third-largest producer of industrial hemp
(Zhao et al., 2022). The total value of hemp production in the US was $824 million in 2021
(USDA, 2022). Unlike a conventional agricultural crop, industrial hemp offers versatile products
that entice US farmers to grow the plant. Among all other products, it is mainly grown for fiber,
oil, and cannabidiol (CBD), which are increasingly used in apparel, cosmetics, and
pharmaceutical industries (Cherney & Small, 2016). This diverse usage has enabled the crop to
contribute significantly to the US economy. Industrial hemp contributed $820 million to the US
economy and saw an outstanding growth of 460% ($4.6 billion) by 2020. As the crop has been
reclaiming its position by rapidly expanding into new product markets, the US hemp market is
anticipated to be worth $20 billion by 2025 (Sill, 2021). This evolution of the US hemp market
can be attributed to the Agricultural Improvement Act of 2018, also known as the 2018 Farm
Bill, which removed hemp and hemp seeds from the Drug Enforcement Administration's (DEA)
schedule of controlled substances (Malone & Gomez, 2019). The bill authorized industrial hemp
to be produced as an agricultural product and attracted US farmers to grow this multifunctional
crop. This led domestic hemp production to grow four times in 2019, with a total acreage of
511,442 acres and a growth rate of 455% compared to 2018 (Campbell et al., 2020). This
increased production was anticipated to meet the local demand for seeds and fibers but has yet to
materialize.

Literature review: The US hemp farmers harvested only about 120,000 acres of hemp in 2019
due to a global CBD market meltdown. The hemp harvest has since followed a continuous
downward trend, reaching 36,925 acres in 2021. The US hemp harvest declined to nearly 20,000
acres in 2022 (Hemp Today, 2022) as the farmers have reduced hemp farming due to regulatory
uncertainties and continuously falling wholesale prices (Mark et al., 2020). On the contrary,
consumers are increasingly getting captivated due to the diverse effectiveness of hemp-based
products(Cherney & Small, 2016). This has resulted in an increased import of hemp in the US
(Malone & Gomez, 2019). Therefore, it is critical to analyze the impacts of the 2018 Farm Bill
on the United States hemp product exports. Although many studies have been conducted on
Farm Bill 2018 and the US hemp industry, little research is available on how the bill impacted
the export performance of the hemp-based product categories. Previous studies aimed to find out
the potential of hemp (Duque Schumacher et al., 2020) as well as the hemp industry
(Dhoubhadel, 2021), the economic and regulatory considerations of hemp farming (Malone &
Gomez, 2019), and the viability of commercial hemp production (Mark et al., 2020). The 2018
Farm Bill’s impact on the industry’s comparative advantage or disadvantages can be identified
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by investigating the degree of specialization of the US hemp industry, which is the aim of this
study.

Methodology: Revealed comparative advantage (RCA) and normalized revealed comparative
advantage (NRCA) frameworks are used in this study to measure the export competitiveness of
hemp-based products and to examine how the 2018 Farm Bill impacted their export
performances. RCA and NRCA are calculated for sixteen hemp-based product categories within
the Harmonized System (HS) to determine the comparative advantages and disadvantages. The
study utilizes data from the United Nations Commodity Trade database from 2017 to 2021. A
non-parametric rank correlation is used to evaluate the consistency between the RCA and NRCA
indices.

Results and discussions: The non-parametric rank correlation test generated a positive
Spearman's tho (p = 0.62364, p-value <0.001) for the RCA and NRCA indices (2017 to 2021),
indicating a correlation between the two measures. The results suggested that the United States
held a comparative advantage in only three of the sixteen hemp product categories. They are
fixed vegetable fats and oils and their fractions (HS1515), cannabis oil, extracts, and tinctures
(HS130219), and hemp oil (HS151590). The three other product categories (HS5302: true raw
hemp, not spun, HS120999: cannabis seeds, and HS530210: true raw hemp) experienced a
fluctuation in their competitiveness over the examined period. However, the country has been
performing poorly in its exports of hemp products among the remaining ten categories. These
categories showed consistent comparative disadvantages from 2017 to 2021. Most importantly,
the findings revealed that the farm bill did not help the hemp product categories secure export
competitiveness. Several factors are found to be affecting the crop production and, consequently,
limiting the growth of the industry. The Farm Bill 2018 did not allocate necessary subsidies for
struggling farmers, which was a danger to small and midsize producers and the nation's farms
(Olmstead, 2018). Additionally, hemp production is getting interrupted in many US regions due
to the need for proper soil and environmental conditions. Also, due to the longstanding
prohibition, the industry could not develop advanced supply chain systems and other facilities
required to produce finished products (Chhabra, 2016). There still needs to be clarity among the
industry stakeholders regarding the regulatory issues. Lastly, the economic recession due to the
COVID-19 pandemic has reduced manufacturing activities, further inhibiting the industry's
growth (USDA, 2022).

Conclusions: The study's findings have significant implications and contributions to academia
and industry. It has demonstrated that the Farm Bill 2018 did not play any role in the growth of
the US hemp industry. However, it could be too early to rule out the potential of the 2018 farm
bill in developing the US hemp industry. The findings could inform the policymakers about the
shortcomings of the previous bill so that they can prepare more industry-friendly legislation in

the future.
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