


3

OPPORTUNITIES AND BARRIERS  
TO THE GROWTH OF MINNESOTA’S  

HEMP INDUSTRY 

Prepared for Minnesota Hemp Farmers and Manufacturers Association

Prepared by Students of the University of Minnesota’s Humphrey School of Public Affairs

Barb Jacobs

CeAnn Klug

Jamie McBride

Bria Raines



4

ACKNOWLEDGEMENTS
Thank you to Sarah Wellington and Matthew Kaiser from The Minnesota Hemp Farmers & Manufacturers 
Association who brought this opportunity to the University of Minnesota‘s Humphrey School  
of Public Affairs.

Special thanks go out to those who participated in interviews, for your time and your generous 
contributions to the project.

Thank you to Steven Verdoorn of Verdoorn Design Co. for volunteering time to create the project logos 
and provide artistic oversight in the creation of our presentation, the handout and paper. 

We want to acknowledge our instructors at the Humphrey School of Public Affairs, Robin Phinney and 
Kevin Gerdes, and thank them for their guidance, suggestions and feedback that helped shape our 
learning and hone the results. Thank you to fellow classmates who were completing projects of their 
own this summer, who were co-learning and helped to advance our work. 

And finally, a shout out to our families, who shuffled bedtime schedules, changed vacation plans, made 
us food and put up with the hundreds of hours away from family time to finish this project.



5

TABLE OF CONTENTS

EXECUTIVE SUMMARY .........................................................................................................................8

THE OPPORTUNITY .............................................................................................................................. 9

METHODOLOGY ..................................................................................................................................10

Research Questions ..........................................................................................................................................10

Research Methods ............................................................................................................................................10

LIMITATIONS ........................................................................................................................................11

FINDINGS ..............................................................................................................................................12

Finding 1:  
The organizational landscape of the hemp industry is unique,  
structurally undersupported and misaligned. ....................................................................... 12

Policy Field Map ..................................................................................................................13

Hemp has not had access to the same organizational,  
informational and resource support network of other new crops. ......................................... 14

There is dissonance across grower-focused organizations. .................................................... 14

There are several different industries, not one ..................................................................... 15

Despite challenges and risks, people are very excited and optimistic about hemp! ............... 16

Finding 2:  
Regulatory and policy challenges related to stigma exist, despite legalization ............................17

Stigma related to recreational cannabis has led to significant regulatory  
uncertainty and conflicting, ineffective hemp policies .......................................................... 18

USDA THC testing requirements are widely unpopular. ....................................................... 19

More than 80 years of prohibition limited agronomic knowledge. ...................................... 20

Access to banking, insurance and grants has been limited or unavailable. ............................ 20

The cascading effect of stigma is exacerbating market uncertainty ........................................ 21



6

Finding 3: Many hemp Co-ops are compensating for missing industry  
 support and structures, while also trying to build a viable business ....................................... 22

Strengths ............................................................................................................................23

Shared financial burdens and buying power ....................................................................... 23

Shared business resources and best practices ..................................................................... 23

Build trust and community .................................................................................................. 24

Shared values ...................................................................................................................... 24

Greater influence (build legitimacy) ................................................................................... 25

Weaknesses ........................................................................................................................25

Decision making challenges ................................................................................................ 25

Must be able to agree on common goals ............................................................................ 25

Start up costs ...................................................................................................................... 25

Shared risk ..........................................................................................................................26

Opportunities .....................................................................................................................26

Avoid Overproduction .......................................................................................................26

Build infrastructure.............................................................................................................. 27

Weather the market ............................................................................................................ 27

Processing and Manufacturing ............................................................................................ 27

Greater access for small growers .........................................................................................28

Threats ...............................................................................................................................28

Organizational leadership, business and administrative skills .............................................28

Interpersonal dynamics .......................................................................................................29

Timing of market development ...........................................................................................29

NEXT STEPS ......................................................................................................................................... 30

Recommendation 1: Unite Minnesota’s Growers Associations ................................................31

Recommendation 2: Prioritize Education, Public Relations & Advocacy .................................31

Recommendation 3: Enlist help if or when deciding to start a Co-op .....................................31

CONCLUSION ............................................................................................................ 32



7

SOURCES .................................................................................................................. 33

APPENDIX A: METHODS ............................................................................................. 36

APPENDIX B: POLICY MAP STAKEHOLDER ................................................................... 38

APPENDIX C: ROUND 1 INTERVIEW TOOL ..................................................................... 42

APPENDIX D: ROUND 2 INTERVIEW TOOL .................................................................... 42

APPENDIX E: PROPOSED AGRICULTURAL CO-OP  
QUESTIONS FOR MDA/EXTENSION SURVEY ................................................................ 43



8

EXECUTIVE SUMMARY
After more than 80 years of prohibition, hemp has emerged as a new addition to the agricultural 
landscape in the United States. Since its re-legalization in 2014, it has sparked the imagination of many 
in the farm sector as a possible source of diversification and added revenue. The nascent industry 
has grown fast and experienced precipitous price drops in the last two years. It is within this context 
that the Minnesota Hemp Farmers and Manufacturers Association (MHFMA) engaged a team of 
graduate student researchers at the University of Minnesota’s Humphrey School of Public Affairs to 
investigate opportunities to unite Minnesota hemp farmers for mutual economic gain. Because of 
hemp’s unprecedented emergence as a new crop, the project intentionally had a broad focus that can 
potentially serve as a baseline for other research efforts. 

Methods
In order to achieve project objectives, three research questions were developed to help guide our 
work. Those questions were answered through a literature review and twenty in-depth interviews with 
stakeholders from across the spectrum of the hemp industry. 

Findings
A theme that explicitly and implicitly permeated every interview conducted was the uniqueness of 
the emerging hemp industry in the United States. As one person explained, new crops and agricultural 
products are introduced from time to time, each with its own opportunities and challenges to becoming 
viable in the marketplace. However, it is hard to identify any sort of precedent for the emerging 
experience of the hemp industry. It is a crop that was illegal to grow for decades, leading to myriad 
barriers not to mention the typical challenges of a new product. The entire support structure that would 
normally be available to new and existing agricultural products—plant research, applied and extension 
researchers providing agronomic information, grants, access to banking, and so on—have generally not 
been available to the hemp industry or are slow to emerge. 

Yet, despite these unprecedented challenges, there is an excitement about growing hemp and 
producing hemp products that is remarkable. As one person interviewed put it: 
 

“ [Hemp] comes with business opportunities, market 
opportunities, agricultural diversity opportunities, but it also 
comes with God Bless America singing in the background and 
mom and apple pie and all those kinds of things.  
It represents some kind of freedom to people.  It’s just all 
these things that I don’t see with corn and soybeans or small 
grains or sugar beets.”
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Through an intentional and thorough exploration, a very rich history was uncovered, which helped 
explain the optimism that exists for many of those interviewed who are engaging in the industry,  
and developed the foundation for three primary findings:

• The organizational landscape of the hemp industry is unique, structurally undersupported  
and misaligned

• Regulatory and policy challenges related to stigma persist, despite legalization

• Many hemp co-ops are compensating for missing industry support and structures, while also 
trying to build a viable business

These are discussed in length throughout the body of the full report and ultimately lead to the 
recommendations made by the team.

Next Steps
The following recommendations were developed with a systems thinking approach to address the 
primary finding for each research question. 

• Unite Minnesota’s Hemp Growers Associations

• Prioritize Education, Public Relations & Advocacy

• Enlist help if or when deciding to start a co-op

The research team gained an appreciation for hemp, its history, its potential, and those who are blazing 
the trail at the forefront of this work. Some of the feedback received from the field was reminiscent 
of a time long past—the California gold rush of the mid-1800s. Optimism, risk tolerance and hope 
were reflected by many of those interviewed; as were the need for more research and support for 
those at the frontlines. In order for the latter to occur, a concerted effort will be needed to change the 
misperceptions and stigma that persist with hemp. Only then, will the industry overcome systemic 
barriers that are blocking growth. The final report is the culmination of that research.    

THE OPPORTUNITY
After decades of prohibition, the 2014 and 2018 United States Farm Bills re-legalized the production 
of industrial hemp in the United States.1 The federal policy changes allowed states to establish pilot 
programs for growing hemp, an opportunity almost all states have embraced.2 In 2015, the Minnesota 
Legislature passed the “Industrial Hemp Development Act,” creating its own pilot program. These new 
policies have renewed enthusiasm for industrial hemp cultivation and product manufacturing, with 
Minnesota’s new hemp industry growing from seven licensed participants in 2016 to 505 participants in 
2019.3 

While program participation has seen exponential growth, Minnesota’s hemp industry has also 
experienced challenges. The Minnesota Department of Agriculture (MDA) reports many growers were 
unable to find buyers at the end of the 2019 season and were storing excess biomass.4 Additionally, 
market prices for hemp products dropped precipitously. Local media has reported on frustration and 
confusion with regulations among Minnesota hemp growers and regulators alike.5 6 

While it may be easy to attribute the recent boom and bust cycle of the hemp market to simply a lack 
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of demand or over production of hemp, deeper analysis reveals a unique industry emerging in an 
unprecedented environment. As a crop that was illegal to grow or research in the United States for most 
of the twentieth century, it has had to build many aspects of the marketplace from scratch in a manner 
different from other crops. 

Despite the significant challenges, there is tremendous excitement and optimism about the future of 
the hemp industry. Consumers are enthusiastic about new products. Farmers are eager to add a new 
crop into their rotations that might increase profitability after several years of economic hardship. 
Environmentalists are excited about the many sustainability aspects of the plant. Hemp has a lot to offer.

It is within this context that the Minnesota Hemp Farmers and Manufacturers Association (MHFMA) 
engaged a team of graduate student researchers at the University of Minnesota’s Humphrey School of 
Public Affairs to investigate opportunities to unite Minnesota hemp farmers for mutual economic gain.

METHODOLOGY

Research Questions
In its research proposal to the Humphrey School, MHFMA explained “there’s an obvious disconnect 
between farmers, manufacturers, processors, and suppliers that’s limiting the full potential” of the 
hemp industry. The proposed project identified concerns of “fragmentation” and limited information 
about who was active in the industry. They also inquired about an agricultural cooperative as a way to 
support growth of the hemp market. Identifying effective research questions was important to revealing 
if there were other factors causing these attributes. If so, what should be the focus of the investigation? 
In discussing the opportunities within the industrial hemp industry with the MHFMA three research 
questions emerged. They are:

1. How are different organizations (federal, state, private and nonprofit) engaging in the hemp 
industry across the United States?

2. What are barriers and opportunities for growth of the Minnesota hemp industry?

3. How can different agricultural cooperative models aid in the growth of the Minnesota hemp 
industry?

Research Methods
The following methods were used to answer our three research questions:

initial literature review
Academic articles, government and industry journals, reports and websites were explored for 
information on hemp’s regulatory, business and agricultural history and status. This information informed 
subsequent interview and survey questions, and answered portions of the research questions.

in-depth interviews
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Twenty in-depth interviews with hemp and agricultural co-op stakeholders were conducted regarding 
their views and experiences with the hemp industry and/or hemp co-ops. Key stakeholders consisted 
of farmers, extractors, researchers, co-op organizers and state regulators.  Roughly, half of interviewees 
were from Minnesota and the other half from the following six states: Colorado, Iowa, Kentucky, 
Montana, West Virginia, and Wisconsin. The interviews were analyzed closely and coded to identify 
common themes and information relevant to the research questions. 

online survey
Initially plans included an online survey as part of the project, however we learned of a survey being 
created by University of Minnesota (UMN) researchers and the MDA. Rather than sending two similar 
surveys, the capstone research team contributed several co-op-related questions to the UMN/MDA 
survey, which has gone out to hundreds of farmers in Minnesota seeking input on future hemp research 
in the state. At the time this report was written, the survey remained open to all types of farmers from 
across the state. Findings will be shared with MHFMA and publicly available in the fall of 2020.

A detailed description of research methodology can be found in Appendix A.

LIMITATIONS
A rigorous methodology was developed and followed to collect a large amount of data. However, all 
research is subject to limitations and bias. This project is no exception. First, the scope was limited due 
the project start and end dates (April to August of 2020). A longer timeframe would have allowed for 
deeper investigation into certain lines of inquiry, particularly as they relate to predominant opinions 
within different groups of people. Relatedly, a broad approach was chosen versus deep concerning 
choosing which industry representatives to interview. People were chosen from many different fields 
within the hemp industry, as well as from many different states. Future research may want to explore 
opinions and experiences that are unique to a profession or region within the hemp industry. Finally, 
web searches, recommendations for the MHFMA, and recommendations from people we interviewed 
were used to identify who to include in the research. Because of this, it is very likely that the findings are 
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biased toward people who already hold power within agriculture and hemp industries, versus people 
who are having a hard time breaking into the industry, or have left it all together.

FINDINGS
Data analysis found three emerging themes, which also translated across the three research questions. 
These themes were found in the qualitative interviews but verified by the initial literature review. Each 
finding is first detailed by main bullet points, which are elaborated on in the following paragraphs with 
supporting sources.

A theme that explicitly and implicitly permeated every interview conducted was the uniqueness of 
the nascent hemp industry in the United States. As one person explained, new crops and agricultural 
products are introduced from time to time, each with its own opportunities and challenges to becoming 
viable in the marketplace. However, it is hard to identify any sort of precedent for the emerging 
experience of the hemp industry. It is a crop that was illegal to grow for decades, leading to myriad 
barriers not to mention the typical challenges for a new product, including a lack of organizational 
support capacity, regulatory impacts of continued stigma, and co-ops that are wearing many different 
hats to try to fill these gaps.

Yet, despite these unprecedented challenges, there is an excitement about growing hemp and 
producing hemp products that is remarkable. All statements regarding the potential viability or growth 
of the hemp industry need to be understood in this lens.

Finding 1: The Organizational Landscape of the Hemp 
Industry is Unique, Structurally Under Supported and 
Misaligned 
This finding responds to research question one, which asks, “How are different organizations (federal, 
state, private and nonprofit) engaging in the hemp industry across the United States?” In breaking 
down this finding further, the data reveals systemic misalignment impacting organizations, regulation 
and policy. The following list outlines the detailed findings, which are followed by explanatory sections 
below.

• Hemp’s emergence as a new crop is unprecedented in several ways

• Hemp has not had access to the same organizational, informational and resource support 
network as other new crops  

• There is dissonance across hemp grower-focused organizations

• There are several different hemp industries, not just one

• Inconsistency in federal policy makes hemp regulation at the state level difficult

• Differences between state and federal hemp policies create additional layers of ambiguity

• Despite challenges and risks, people are very excited and optimistic about hemp!
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policy field map
To better understand the existing hemp policy landscape, key actors and organizations were identified 
through web searches, literature, laws, and interviews. Then, a list of stakeholders was identified 
through interviews, industry materials and the academic literature (Appendix B). This information 
was used to create a policy field map (Figure 1).7 The policy analysis tool examines the organizations 
involved in the field, their relative power, and the interactions that occur within and across levels. 
Combined with the research data, this map helps identify the systems and interactions involved and 
informs strategic thinking in how to support and grow the industry from a systems perspective. 

 

Across the top, there are three distinct levels of influence: government, support organizations and the 
frontline. The government level shows the federal and state organizations related to hemp in Minnesota. 
These organizations are the most influential in creating MN’s hemp program. For example, the United 
States Department of Agriculture (USDA) interprets the Farm Bill and distributes that information to 
other federal agencies and the states as guidance. States use this guidance to build their programs. An 
example is the MDA hemp pilot program created in 2015. 

The interview data suggests a lack of consistency at the government level, especially within the federal 
government. State regulators reported that inconsistent and changing federal guidelines are difficult to 
implement in their states. This is important because it creates ambiguity and uncertainty in the industry, 
which the data suggests ripples across all levels of the policy field map.

As the title implies, the support level of the map shows organizations that lend assistance or advice in 
various ways. Many of the entities at this level are nonprofits or in the public sector. Data has shown 
these support services are slow to engage, unorganized, or nonexistent within the hemp industry. It also 
shows that very few of the supports typically available to other crops and commodities are available to 
hemp, which will be elaborated on later as part of the findings. This has created a challenge for those in 
the next level of influence: the frontline. 

The frontline represents the entire supply chain. This is where policy is played out every day for those 
doing the growing, testing, processing, manufacturing and selling of hemp and hemp products. It is 
where all of the regulatory guidance and enforcement coming from the government, and all of the 
different resources available from the support organization level come to fruition. Once again, the data 
suggest that those at the frontline level need more help from the support organizations. In fact, research 

Figure 1: Policy Field Map
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data suggests that because of a lack of capacity at the organizational support level, growers are going 
directly to government regulators for support.

hemp has not had access to the same organizational,  
informational and resource support network of other new crops
Interviews uncovered a number of noticeable gaps in the hemp industry. For instance, people shared 
that knowledge about growing the plant is being discovered in real-time as the market is developing. 
Many interview participants said they did not know how to grow hemp when they first started and are 
still figuring it out.  

The information gap in the hemp industry also exists in the academic literature, which has few findings 
on how the industry can or should function, with a few notable exceptions. Agricultural Utilization 
Research Institute (AURI), a non-profit based in Minnesota, published a value chain analysis called 
“Building an Industrial Hemp Industry in Minnesota” in 2019, which was referenced by several people 
in interviews.7 The USDA published a report in February 2020 called, “Economic Viability of Industrial 
Hemp in the United States: A Review of State Pilot Programs,” which provides a detailed and up-to-
date assessment of state pilot programs.8 Lastly, MDA publishes an annual report on the state’s hemp 
program, which provides detailed growing and market information for hemp in Minnesota.9

The data also points to a lack of information and/or support from agricultural extension (this was an issue 
in most states), little or no access to banking and commerce tools, and poor crop insurance. 

“There’s always a shortage of extension agents,” one agriculture expert explained, but 
for other crops, “there is more than one person out there in most cases that you can 
ask a question. Those people on the [hemp] production end don’t exist yet. Producers 
have to rely on each other for those services.”

One other key support that the data suggested is missing is banking services, which is examined in detail 
in finding number 2. 

there is dissonance across grower-focused organizations
In two different states, people shared that there are multiple non-profit growers associations 
representing hemp growers in their areas. It was described as a problem because, “they compete,” 
as one person explained. Another person shared they think hemp, “need[s] a strong commodity 
organization. I don’t know if they need three or four...it’s not typical. We don’t have four different 
corn associations.” They then suggested that maybe a better model would be to have one growers 
association per state, and each association has “splinter specialty arms” that deal with different aspects 
of the hemp industry.

Related to but different than growers associations (see stakeholder list in Appendix E for details), one 
interviewee mentioned that their state had a hemp advisory council and a checkoff program that funds 
a hemp commodity council. While commodity councils are important ways for agricultural industries to 
advance the market for their crops, another interviewee suggested that Minnesota might not produce 
enough hemp biomass yet to generate enough money to fund a council. 
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there are several different industries, not one 
 A frequent theme in interviews was the diversity of activities happening related to hemp. One report 
says it can be used in more than 100,000 products.10 According to AURI, hemp produces multiple 
raw materials, including food (oil and protein), fiber, cannabidiol (CBD), fuel and feed (for animals), 
and each has its own growing, processing, manufacturing and retailing systems.11 In interviews, people 
described the different levels of development in the market and supply chains of each of the hemp 
industries. MDA’s annual report on hemp says that the CBD market has dominated the hemp landscape 
in Minnesota, with 74.4% of all hemp being grown for CBD. “At the beginning of 2019, the price of CBD 
biomass and extract was significantly higher than prices for grain or fiber and was the driving factor for 
growers to increase production of this type of hemp.”12 A general hemp industry supply chain model is 
seen in Figure 2. 

Figure 2: Supply Chain

However, many interviewees described a boom and bust situation with the exponential growth in 
the CBD market leading to overproduction and a subsequent drop in prices. This was a very common 
thought throughout the interviews with one respondent saying, 

“We’ve grown a glut of [hemp for CBD] in the US this past year and prices have crashed. We have seen 
significant bankruptcies in our state, particularly with our larger hemp processing companies because 
everybody’s imagination of what the market was was much bigger than what it turned out to be. We 
grew way too much. Honestly, we probably had too much processing capacity for what the marketplace 
was.”

Several suggested that the market focus on CBD was bad for the industry overall because it deterred 
growth in other areas, like fiber or grain. Many interviewees, including growers focused on the crop 
for CBD, expressed interest in fiber and grain as a solution to an oversaturated CBD market. However, 
that sentiment was commonly followed up with the thought that the grain and fiber markets are not yet 
developed enough for them to grow those types of hemp crops. In discussing other markets one farmer 
said, “We believe the future is grain and fiber, but need a better supply chain.” Reasons for looking to 
fiber and hemp markets included the view that those markets are likely to be more stable than CBD. 

Additionally, several people said that equipment for harvesting and processing hemp is different 
based on the desired raw hemp product. Some people pointed out that some raw hemp products may 
dovetail well with existing cropping infrastructure. For instance, hemp grain grown for food can utilize 
“your standard combine [and] you can use your bins, your irrigation systems and all the rest of it. So, 
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there’s not a lot of additional equipment that needs to be purchased for food grade hemp.” Finally, one 
respondent said, “[we’re] also seeing success in grain with hemp oil. The process for crushing grain is 
similar to other grain crushing.” 

Several people pointed out that efficiencies in existing agricultural infrastructure do not carry over into 
all hemp areas, especially fiber, which requires special equipment at several points in the supply chain. 
Furthermore, there is a dearth of fiber-focused equipment in Minnesota, especially decorticators. 

despite challenges and risks, people are very excited and 
optimistic about hemp!
Despite its unprecedented challenges as a new crop, there is an excitement about growing hemp and 
producing hemp products that is remarkable. As one person put it: 

“[Hemp] comes with business opportunities, market opportunities, agricultural 
diversity opportunities, but it also comes with God Bless America singing in the 
background and mom and apple pie and all those kinds of things. It represents some 
kind of freedom to people. It’s just all these things that I don’t see with corn and 
soybeans or small grains or sugar beets.”

Even growers who had big losses with the downturn in the market in 2019 expressed optimism. A hemp 
co-op member said: “Even though it has taken a while, we are doing such a good job. I’m so proud of us. 
We are on the cusp of success. We all operated with a big loss last year, but everyone is still committed.”

Despite barriers, many feel reintroduction of hemp provides a “once in a lifetime opportunity” they 
do not want to miss. In fact, one person suggested that small farmers might benefit from some of the 
industry uncertainties as evidenced by one farmer suggesting, “[It] feels like the time of chaos in the 
industry is an opportunity for [the] little guy to get established.” 

The idea that farmers, particularly those with small sized farms, needed a new, profitable crop was a 
persistent theme in most interviews. One person suggested that, “everyone came to hemp farming 
because of lack of economic opportunities and desire to stay on farm and supplement current income 
and diversify farm income.” The academic literature points out that ultimately, farmers will choose to 
plant hemp based on if it is economically viable in comparison to other crops, or whether raw hemp as a 
product input is competitive with other products.13 

It is important to note that the literature also suggests this optimism contributes to incredible and 
unwarranted speculation in the industry, which further contributes to market volatility.14 15 In an 
interview, one industry expert said there were 

“Folks out there telling me they were going to make ten, fifteen, $20,000 an acre net 
and some did, but most lost. We really had a situation where the hype, the amount of 
investment money that was being thrown at the industry for the last couple years, just 
really created a storm that was not based in reality and because of that we’ve had a lot 
of farmers get hurt.”
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Finding 2: Regulatory and Policy Challenges Related to Stigma 
Persist, Despite Legalization
This finding responds to the second research question, “What are barriers and opportunities for growth 
of the Minnesota hemp industry?” As discussed in earlier sections, the hemp industry faces myriad 
challenges on several different levels. In answering this question, focus was placed on what appears 
to be one of the most consequential of those barriers: persistent stigma associated with illegal drug 
use. Several people suggested that stigma with the general public is fading fast. The data suggests it 
still lingers, however, in important places: regulatory, academic, banking and insurance spaces, among 

others. Details of some specific barriers and opportunities can be seen in Figure 3. The following list 
outlines the detailed findings, which are followed by explanatory sections below.

• Stigma related to recreational cannabis has led to significant regulatory uncertainty and 
conflicting, ineffective hemp policies

• The USDA THC testing requirements are widely unpopular

• More than 80 years of prohibition limited agronomic knowledge, in both academia and the 
farming community

• Access to banking, insurance and grants has been limited or unavailable

• The cascading effect of stigma is exacerbating market uncertainty

• Lack of funding
• In their infancy
• Limited organization, collaboration, and supports
• Limited research, education, and marketing

• Policy Inconsistencies—federal and state
• Institutional change takes time
• Widespread concern about field testing of THC
• Stigma

• Optimism! – despite uncertainties
• Hardworking, innovative, committed
• Entrepreneurs! “...figuring it out as they go”
• Need and want assistance

GOVERNMENT

SUPPORT ORGANIZATIONS

FRONTLINE

Figure 3: Opportunities and Barriers
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stigma related to recreational cannabis has led to significant 
regulatory uncertainty and conflicting, ineffective hemp 
policies
The hemp plant, cannabis sativa, produces agricultural products such as oils, grains and fiber. It is also 
the same species (albeit a different variety) that produces recreational cannabis, which is commonly 
referred to as marijuana.16 For most of the 20th century, the U.S. Drug Enforcement Agency (DEA) 
regulated cannabis. However, the 2014 Farm Bill legally identified hemp as a crop when it created a new 
category of cannabis sativa called “industrial hemp,” defined as cannabis containing less than .3% THC, 
the psychoactive ingredient associated with feeling “high” when ingested.17 Then the 2018 Farm Bill 
removed hemp from the Controlled Substances Act, allowing for commercial production of the plant in 
state pilot programs. The USDA now regulates it.18 However, plants that contain more than .3% THC are 
still regulated by the DEA.19 20 

Further complicating things, the U.S. Food and Drug Administration (FDA) regulates several different 
hemp products, such as food, supplements and medicine. State regulators described in their interviews 
multi-agency oversight of cannabis is mirrored at the state level, where departments of agriculture are 
generally in charge of “industrial hemp” and other departments are in charge of “medical marijuana” or 
“recreational cannabis.” 

The oversight of cannabis by many different agencies showed up in interviews in a variety of ways. 
People told stories of how large agencies, such as the USDA, had not updated all of its regulations 
after the 2018 Farm Bill and had been rejecting grant applications based on its historic prohibition 
of the plant. Others explained that federal and state policies did not always align, with many state 
regulators expressing frustration with changing federal policies, which, in some cases, has caused them 
to remake their hemp program rules several times. A USDA assessment of state pilot programs also 
found that differences between state programs created challenges.21 One state regulator described the 
misalignment between state programs as a potential 

“Smokey and the Bandit situation where something that’s legal in one state is illegal to 
even have in your possession while traveling through another state, even if it’s to get 
to a processor in [a state] where it’s legal.”

Of all the hemp products discussed, CBD came up the most often as having challenges related to 
uncertain and inconsistent regulation. This finding is supported by the academic literature, which 
points to high levels of risks for growers of certain hemp products, such as CBD, because of the federal 
regulatory environment.22

People described regulatory confusion tied to the FDA’s approach to CBD, as it is not approved as either 
a food additive or medicine. Several interview respondents commented that the FDA is “dragging their 
feet” that they have, “not approved [CBD] for use in food,” and have, “completely chilled the entire 
CBD industry… [by] not taking a position on it.” For the industry, this means selling food products 
with CBD as an additive is illegal. The foot dragging in this regulatory area by the FDA also extends 
to enforcement, as they are not enforcing its status as inappropriate for food. Regulations in the CBD 
industry subsequently have “a ton of grey area” now, explained one person.

Within all of this ambiguity lies the question of legalization of recreational cannabis. Several of those 
interviewed have suggested that the industries should remain separate for several reasons. First, people 
voiced concern about accidentally exceeding the .3% THC limit for hemp, creating what is known 
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as “hot hemp.” A number of people pointed out that plants bred for low THC actually need to be 
physically separate from plants bred for high THC to avoid cross-pollination. Others have suggested 
that they will grow both industrial hemp and recreational cannabis if the latter is legalized. Still others 
suggest that the legalization of recreational cannabis would simplify Minnesota’s hemp industry by 
eliminating the need for what many of those spoken with consider an arbitrary testing level of .3% THC. 

State regulators pointed out, however, that even if a state passes a recreational cannabis law, they still 
need to keep their industrial hemp and recreational (or even medical) cannabis programs separate 
unless the federal government changes its laws. One interviewee suggested there are benefits to 
keeping hemp and marijuana separate “legally and from a federal regulatory perspective, but also... 
[it’s] that cultural component.” Per that cultural component, one interviewee from outside Minnesota 
indicated that personal experiences with illegal drugs of current government officials might be impeding 
the growth of industrial hemp in their state.

Despite all this uncertainty, there is some optimism around regulations in Minnesota. Several people 
expressed confidence in Minnesota’s hemp program staff, who they say, “have actually worked 
extremely hard to try to make [hemp] a viable business in Minnesota. So that’s incredibly important and 
it really sets a good foundation to give the industry confidence.” When asked about what is functioning 
the best in Minnesota’s hemp industry, another person responded that it was the support received 
from MDA. “They have made it very feasible for Minnesota farmers interested in hemp farming,” and 
provided the example of low licenses fees ($300) that Minnesota charges compared to other states.

The data reveals conflicting opinions on Minnesota regulations, though, with one respondent saying 
that Minnesota is “behind” other states and another that “I feel so bad for Minnesota and how they’re 
handling hemp. I spend a lot of time in Colorado and Oregon and California and...everyone else seems 
to understand that you regulate it like you do the beer industry or the hard liquor industry.”

usda thc testing requirements are widely unpopular
Federal regulation requires field-testing of plants for THC several weeks before harvest. Many of the 
growers and processors who were interviewed shared the view that the .3% THC limit was political, 
arbitrary, unscientific or not based on realities in the field. On the other hand, regulators from three 
different states all shared frustration with meeting what they felt were unrealistic expectations of the 
USDA related to timing and scope of their THC testing regimes. 

One specific concern related to the accuracy of testing. One interviewee said testing results can “vary 
by 10%.” The implication of this is that farmers could be told to destroy a “hot” field that might actually 
be within THC limits. Others pointed out that THC levels vary according to what type of hemp crop 
you are cultivating (for grain, fiber, CBD, oil or feed). The MDA reports that THC levels even within CBD 
plant varieties can range from .04% to as high as .54% on average. They also report that plants grown for 
fiber and grain generally have lower THC levels than plants grown for CBD.23 

Another concern was the lack of acknowledgement of how extraction processes impact THC levels. 
After harvest, the plant is processed and, in the case of CBD, turned into distillate, isolate or crude. One 
interviewee likened distillate to orange juice concentrate: “Distillate hasn’t been processed. It’s not been 
put in anything. We actually remediate that down so it becomes a legal substance.” By the time they 
do their process, it is no longer above .3%. The implication here is that processed CBD can sometimes 
contain THC levels above the legal limit, which might expose processors to legal or financial risk.  



20

more than 80 years of prohibition limited agronomic knowledge
Both the literature and interview data suggest that the hemp industry lacks understanding of the hemp 
growing process.24 People shared that they lacked basic knowledge about nutrients, pest control, 
and other agronomic information regarding hemp. One person shared that “most of the growers 
that we have in Minnesota are just experimenting.” Even experienced growers of other crops are 
struggling in growing hemp. One respondent observed that even though many in the hemp industry 
have agricultural experience, their growing practices are “all based on trial and error and observation” 
because people aren’t just “waiting for the science… [like] a three-year study about seed spacing.”

A few people said there is some knowledge of hemp growing from the recreational cannabis 
perspective, including some from places that decriminalized cannabis, such as Canada, and others who 
previously grew illegally. However, one interviewee suggested, “the people who have actually grown... 
cannabis are forbidden from being in the cannabis industry… [because of a] federal drug conviction.” 

Several of the growers interviewed felt that their local agricultural extension services were not available 
to help, with one person suggesting it was due to a lack of funding and another that “some extensions 
are pushing back on hemp research” due to the stigma. Others felt that hemp was treated unfairly 
compared to other crops, with one interviewee saying, “We should have that arm [of extension] helping 
out like they do with every other crop.” 

Agronomy was not the only research need identified in interviews, with one person proclaiming, “hemp 
needs more research on everything.” People said research was also needed in stable plant varietals, 
processing, product manufacturing and economics up and down the supply chain.

Interviews and reviews of some state departments of agriculture websites revealed that some state 
regulators are providing growing and industry information. For instance, the MDA publishes an annual 
report on the hemp industry, which includes basic agronomic recommendations and refers readers to 
other sources of information, such as the Canadian Hemp Trade Alliance’s Hemp Producer eGuide.25

access to banking, insurance and grants  
has been limited or unavailable
While interviews suggested that public and farmer opinion on hemp is changing rapidly, several people 
felt that opinions within banking and institutions funded by USDA grants were not evolving as fast. 
Despite news that federal regulators say, the “hemp industry is cleared to do business with banks,”26 one 
hemp industry expert told us: 

“For both industry and farmers, banking and financing has been a huge barrier. You 
know it stems a lot from what’s going on at the federal level, but even the local level 
banks are very leery to give out loans for this. That could be for a lot of reasons. Maybe 
there’s not a market for it and the bank doesn’t have good justification. Maybe they’re 
worried that their crop is going to test hot and then there’s no collateral on any of the 
loans. But maybe it’s just because hemp is related to marijuana and they don’t want to 
get involved in that business.” 

Interviewees also described needing different banking methods for different parts of their production 
process. One person explained that while they could use banks to finance equipment, for instance, 
interactions with bulk buyers of CBD are a challenge: “We don’t have a very good way for them to pay 
us. The only way we can really do it is PayPal.”
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In addition to banking and commerce challenges, people reported that hemp farmers were facing 
barriers to obtaining USDA grants because of the agency’s “explicit limitations on working with hemp.” 
Some even described this limitation having secondary effects, with institutions that were funded 
with USDA grants being unwilling or unable to work with people in the hemp industry and “most 
Cooperative development centers have been staying away from hemp co-ops” for the same reason. 
One interviewee said that “universities can do research without federal grant funding,” but when that 
funding is “not being offered that means [research] is not being done,” and that “you can thank cannabis 
prohibition for that.” 

People indicated they worked around funding restrictions within the industry in several ways. First, 
capital was raised through equity investors, many of which came from established cannabis companies 
from places where recreational cannabis was legal, such as California, Oregon and Colorado. 
Interestingly, the academic literature says that “outside equity has been discouraged from agricultural 
investment financing in the past by risk and information problems,” among other things.27 Several 
people reinforced this in their interviews voicing concerns about the investment risks they saw in the 
hemp industry. One person described the influx of investor money in their state as being like the 
“tech bubble,” a huge influx of investment, followed by a drop in the market and subsequent market 
withdrawal by investors.  

the cascading effect of stigma is exacerbating market uncertainty
The data also reveals that a defining characteristic of working in industrial hemp is risk, associated not 
only with legal ambiguity but also because of its status as a new market. Notably, the academic literature 
suggests that the legal ambiguity of hemp and a lack of research and information are amplifying existing 
risks that any crop faces when introduced to the market.28  As one interview respondent said, it is a “new 
industry with lots of unknowns. When you answer two questions you add five more.” 

Much of the recent academic literature exploring the industrial hemp market provides mixed signals, 
often expressing barriers that are very difficult to overcome while also outlining opportunities for 
success, especially in niche markets. Market barriers discussed in the literature include incomplete 
information about pricing and markets, competition with alternative products that are lower cost and 
more common, production cost and competition in fiber, and a variety of agronomic, economic and 
social barriers present in novel crops preventing the industry from achieving success.29 30 31 Notably, 
much of the literature is written before hemp was delisted from the Controlled Substances Act in 2018, 
and even one skeptical academic notes that there is high promise in regional niche markets and that 
skepticism may be outdated.32

Another common theme in the literature is the suggestion that the US hemp industry will follow a 
similar path as the Canadian hemp industry: early growth, followed by several years of volatility and 
market contraction before a stable market emerges.33 34 Illustrating this point, The Pew Charitable Trusts 
reports that 2019 saw a large increase in acres farmed combined with the inability of farmers to find a 
purchaser for their crop.35 Pew highlights how early attempts to grow hemp showed promise, leading to 
overproduction and difficulty finding buyers, storage, processors and manufacturers. Even with the early 
success in CBD however, one author states, “The hype and unfounded predictions about profitability 
have overtaken the usual approach of research and extensive testing over many years to develop good 
production practices that farmers can follow to make it a profitable agribusiness.”36 
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Finding 3: Many Hemp Co-ops are Compensating for Missing 
Industry Support and Structures, While Also Trying to Build  
a Viable Business
The third research question asks, “How can different agricultural Cooperative models aid in the growth 
of the Minnesota hemp industry?” The data suggests that many hemp co-ops are compensating for 
missing industry support and structures, while also trying to build a viable business.

It is important to note two things about the findings on hemp co-ops. First, people’s experience with 
their hemp co-ops varied greatly, with one person saying their co-op is “a good example of a bad 
example” and another person saying, “We are doing such a good job. I’m so proud of us.” Second, 
many of the co-ops being discussed in interviews were brand new. Their first or second growing season 
was 2019 when the hemp market dropped. Relatedly, there is very little academic research relating 
specifically to hemp co-ops, although there is considerable literature on agricultural co-ops writ large. 
For these reasons, the findings in this section are presented as a Strengths, Weaknesses, Opportunities, 
and Threats (SWOT) analysis, rather than recommendations on whether a co-op, or certain type of co-
op, was “good” or “bad.” A summary of the SWOT analysis can be found in Figure 4. 

Figure 4: SWOT analysis

Strength Weaknesses

• Shared financial burdens

• Shared business resources and best 
practices

• Build trust and community

• Shared values

• Greater influence

• Decision making challenges

• Must agree on common goals

• Startup costs

• Shared risk

Opportunity Threats

• Avoid overproduction

• Build infrastructure

• Weather the market

• Processing and manufacturing

• Greater access for small farmers

• Organization and leadership skills

• Interpersonal dynamics

• Timing of market development
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strengths
Shared Financial burdens and buying power
The academic literature is rich with information about agricultural Cooperatives and the important role 
they play in the agricultural sector. As one author notes, 

“During the twentieth century, collective action in the form of institutions providing 
services, procuring inputs and marketing/processing outputs has played an 
important role in the strategies of independent agricultural producers in most 
advanced agricultural nations. In the United States these institutions have taken the 
form of farmer-owned and farmer-controlled marketing, supply, credit and service 
Cooperatives.” 37 

According to the literature, one common reason people form agricultural co-ops is for sharing costs 
and solving the problems of market failures.38 The data from interviews with hemp co-op members and 
co-op experts supports this, too. Several people said their hemp co-op buys inputs, such as seeds and 
fertilizer, in bulk then provides price discounts to members. Another person shared that they had heard 
of an effort to organize hemp farmers to buy health insurance benefits. Yet another shared that their co-
op was using its membership to crowd-source reputable processors.

Shared business resources and best practices
When asked about the top services provided by their hemp co-op, interviewees frequently referred to 
shared business resources, best practices and peer-to-peer learning. In relation to business practices, 
people said help with marketing was a needed and valued service of their co-op. Getting a co-op to 
invest in marketing services is seen as particularly valuable because “No one wants to grant money for 
marketing. Okay, so you grant me money so I can go dig myself a big hole and just throw my business in 
it. I mean, that’s what happens.”

A desire for marketing support was expressed despite the fact that several hemp co-op members 
referenced that they have direct sales experience as organic vegetable farmers. Several people 
referenced Organic Valley co-op, which provides marketing services to its members, as a potential 
model to emulate. As one hemp co-op member put it, “Organic Valley, I’ve always been inspired by 
their story…they are a phenomenal group.” 

One person shared their co-op was even helping to support the development of another co-op to 
which they could sell their biomass as “they’re one of those co-ops up and down the supply chain that 
we really see a need for because we don’t actually want to be doing all this marketing. We just want a 
fair price for farming.”

About best practices, several hemp co-op members said they valued the peer-to-peer learning that 
happens in their organization. They said that included sharing information about growing practices 
because “[t]here aren’t current resources out there yet for people farming hemp.” One hemp co-op 
member expanded on this concept by adding they appreciated the opportunity to learn the business 
of hemp with other co-op members because “it’s learning in a group that feels, you know, safe and 
empowering.”
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Build trust and community
The data from interviews suggests trust is important in co-ops in several ways: strengthening  
bonds between community members, establishing a healthy culture within, and even as a reason to start 
a co-op. 

Several people suggested that lack of trust within the marketplace is a good reason to start a co-op. 
This was generally brought up in relation to transparency of business practices and costs, as well as 
being able to identify and contract with reputable suppliers, especially CBD extractors. The academic 
literature on agricultural co-ops reinforces this view, explaining that amongst Cooperative amenities are 
social networks that, 

“Facilitate alliance formation by enlarging the circle of potential trustworthy partners. 
This is influenced by the size of the top management team, the number of previous 
employers, and the level of position held with previous employers… often firms 
identify new opportunities for alliances through their existing relationships.” 39 

The interpersonal relationships that can exist between co-op members was also highlighted in a few 
interviews as a social benefit that should not be overlooked. 

“We didn’t really know what we were getting ourselves into. That the relationships 
you form with your own co-op members—suddenly we’re not competitors. You know, 
isolated rural capitalism. Suddenly, we’re teammates and the other things that have 
come out of growing and marketing… together are like beyond… I can’t even count 
them all. Buying and selling things from each other. Helping people out on a personal 
level. You know, I see half of the membership on my delivery day because they are 
CSA customers of mine. We trade things. We transport things for each other. We store 
things for each other.”

Shared values 
Several co-op members shared that one of the primary goals of their co-op was to advance social 
or values-oriented goals. One person described co-ops as having “baked in social justice.” Another 
common, related theme in the data is co-ops as a way to support “the little guy.” One person described 
this as wanting to ensure farmers, not just big investors, “see the reward for their hard work.” Social goals 
of the interviewed co-ops ranged from keeping small farmers “on the land,” to racial justice, improving 
the environment, pay equity, local foods and more. 

The only hemp co-op identified in Minnesota was 40 Acre Co-op, which describes itself on its website 
as the “first (and only) nationwide Cooperative supporting socially disadvantaged farmers.” 40 40 Acre is 
aimed at supporting Black farmers. 

“Because Black farmers who own land have decreased so dramatically over the past 
generation that not only have we lost valuable agricultural resources to feed the 
world, we’ve lost a generation of economic and environmental solutions. Because the 
land ownership and income disparities in America are a joke, and we’re not laughing 
anymore.”

40 Acre’s business model is aimed at seed varietal development, which one researcher described as “a 
good model” because getting good, reasonably priced seed is a problem for hemp farmers and “there is 
a lot of fraud” happening in relation to seed. 
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Greater influence (build legitimacy)
Finally, several people expressed the opinion that the advocacy power of members is amplified for 
hemp co-ops in ways that are not available for individuals. One hemp co-op member pointed out that 
the size of their membership (roughly 60 people) makes them relevant. Another explained that they 
“don’t expend much money on lobbying, but we do have a voice in the legislature.”

weaknesses
Decision making challenges
Shared decision-making—both agreeing on and setting up a decision-making structure, as well 
as actually making shared decisions—was named as one of the most common challenges of the 
Cooperative model. One person opined that this might be a cultural challenge in the hemp industry 
because “rounding up all the hemp guys would be like rounding up cats,” while another person thought 
the hemp industry might be primed for this sort of thing because it is a “tight-knit” community. 

Several people expressed support for their co-op’s decision-making process. One person shared 
that “Group decision-making is great. We make better decisions together.” Another said, “[It] can be 
challenging with 54 owners! Some people call us crazy, but we are making it work.”    

Must be able to agree on common goals
Further interview data suggests that Cooperative formation needs to be well rooted in a common set 
of goals. “First, though, for a hemp co-op, you need people to come together with common goals,” one 
agricultural expert explained. “Alignment of interests is important,” said another interview respondent, 
continuing that thought with, “Collective decision-making is hard.” This is an overarching theme among 
interviews focused on agricultural co-ops. 

However, the data suggests there are many possibilities as to the goal of any hemp specific co-op, 
leaving open the opportunity for a co-op to be ill defined and, subsequently, ineffective. There are 
many different hemp products to focus on (CBD production, fiber processing, grain and feed, and more) 
and many steps in the value and supply chains where a co-op could potentially exist. Even then, there 
are still more decisions to make, such as agreeing on the structure of the co-op. Several co-op experts 
shared that narrowing that focus is an important part of the success of any one co-op. One interviewee 
share that when their hemp co-op was set up, “the expectations were not well defined by the members, 
or challenged by any of the members” and the organization has suffered as a result. 

Startup costs   
Getting a co-op started from scratch takes time and money, as several people pointed out. A common 
theme in the data is under-capitalized hemp co-op startups.  Hemp co-op members who said that their 
co-op did not have paid staff shared that they wished they did because of the time they had to dedicate 
to administrative tasks. According to several people, the cost of equipment for processing Cooperatives 
also arose as a barrier, particularly for hemp fiber, where equipment can cost millions of dollars. Other 
startup costs mentioned in interviews include hiring lawyers and accountants, purchasing software to 
manage members and hiring research firms to conduct feasibility studies and support business plan 
development.
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Shared risk
Interestingly, shared risk shows up in the data as both a strength and weakness. It is characterized as 
a weakness here reflecting that more people referred to it negatively than positively in interviews. 
Generally, the drawback of shared risk was described in the context of people not being mindful of 
negative consequences. One person gave the example of one member accidentally growing “hot 
hemp” as being a shared risk that hemp co-op members need to reckon with and decide how they 
would collectively respond. An agricultural co-op expert explained that beyond the first generation of 
co-op members, later generations might have a lower tolerance for shared risk, particularly if they have 
not experienced low crop prices. 

opportunities
Avoid Overproduction
Overproduction of hemp in the 2019 growing year was an emergent theme in the data, with most 
growers interviewed sharing that they still were looking for buyers or were storing biomass until prices 
rebounded. Several people suggested a solution to overproduction could be a Cooperative. This is one 
of the few places where there is hemp co-op-specific information in the academic literature. One recent 
article describes how this might work:

“New farmers and conscientious consumers should take steps now to devise a 
Cooperative-run quota system that would assure fair prices for small hemp farmers 
now and into the future. Because the federal law that re-established hemp requires 
individual states to regulate hemp, ideally states could establish supply control 
quota systems within their borders to ensure the benefits of the new crop are 
directed toward small farms. If state or national governments cannot act, then private 
Cooperatives can also be fairly effective. For example, in the dairy industry, Organic 
Valley, a farmer-owned Cooperative, has been successful at providing higher prices 
to members. Organic Valley does this by sometimes limiting the quantity that each 
farmer can provide to assure that overproduction does not occur. However, private 
Cooperatives only work if there is a loyal consumer base willing to pay more for the 
differentiated product.” 41

In interviews, this process was described in co-ops within the beet, dairy, and tobacco industries. One 
person described how their hemp co-op was going to manage supply and demand as follows: “If you 
look at old tobacco co-ops, that’s how we see ourselves operating and controlling acreage. We contract 
with a processor for 25 or 50 acres, then divvy up the acreage among our members based on their 
capacity and ability.”
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Build infrastructure
Shared infrastructure shows up in the data as a common business case for starting a hemp co-op. 
Examples of infrastructure that hemp co-ops do or could help build or purchase for its members 
included CBD extracting facilities, quality control lab testing facilities, grain processing equipment, 
decorticators and other fiber processing, drying and storage facilities. Building shared fiber processing 
infrastructure was perhaps the most common theme in this thread, with people pointing out that they 
would like to start growing for fiber, but there is no processing capacity near them and they cannot 
afford to purchase the equipment on their own. “For fiber, decortication systems are expensive. They 
can cost several million dollars. You don’t want each farmer to invest in this.” 

Regional benefits of shared infrastructure also appear in the data. People pointed out that sharing the 
cost of a fiber decorticator or extractor in a region would benefit all that are growing hemp for fiber in 
that region: 

“There are some clusters forming around the state specifically around CBD extraction 
where it’s a group of growers kind of funneling their product to a processor. I think 
that’s what we’ll see with hemp, just because the grain would be easy to ship, but the 
fiber bails, you don’t want to ship those very far. So, I anticipate that there would be 
like clusters developed. That’s great for the Cooperative model.” 

Not everyone agreed that the concept of regional hubs was realistic. One person pointed out that 
farmers are too far apart, both geographically as well as on how to organize, to form a hemp co-op.

Weather the market 
Another hemp co-op opportunity mentioned in interviews is helping farmers store their product in 
downturned markets. In one instance, this was described as an infrastructure investment that one co-op 
made for its members. They can store plants in their drying facility, as well as do some processing to 
extend the shelf life of the hemp until it moves along to the next link in the supply chain. Another hemp 
co-op member described it as being able to “get your crop processed into a crude product that at least 
then would be ready for storage five years plus without CBD degradation.”

Processing and Manufacturing 
Processing was a common pain point for many growers of all types and aspirations. Hemp co-ops show 
up in the data frequently as a potential solution to this problem. Hemp farmers mentioned finding 
processors, processing capacity and the cost of processing as being concerns. One person suggested, 
“The next level of processing is being held up by capital... Now we need the processing to come in and 
that market to be there for farmers.”

Fiber processing was frequently called out as especially challenging, citing a lack of supporting 
infrastructure in place and expensive equipment. One person thought that one of the reasons for the 
lack of processing infrastructure, especially in fiber, is due to “not enough raw product to make it viable.” 

The data also shows mistrust of processors by farmers, especially in the CBD market. People suggested 
that with processing in such demand those engaged in processing can charge higher prices. One hemp 
co-op farmer described CBD processing as a “breeding ground for distrust...It feels like processors or 
somebody is swallowing up a tremendous amount of money.” A hemp co-op organizer explained their 
experience this way:  
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“I’m just beholden to processors who know they can pay nothing right now and 
get away with it. We’re trying to bring processing into our co-op because then our 
members enjoy the benefit of that next value at converting raw material into crude oil. 
Now I’ve got a much more valuable product and I can now try to enter the market with 
that.”

Greater access for small growers
Several people referenced the idea that a co-op could pool products from many different growers, 
thereby attracting larger, stable buyers for their products, such as Cargill or Walgreens, for instance.  
One agricultural expert elaborated on this concept by pointing out that a co-op could also help regulate 
quality of product in addition to quantity, which in turn would also help attract larger buyers. Several 
people  in, or organizers for, hemp co-ops shared that their co-op was set up specifically to give small 
growers extra support. 

threats
Organizational leadership, business and administrative skills
In several interviews, people discussed the need for leadership and business savvy within co-ops. About 
leadership, people pointed out that the “passion” that is felt by the first generation of agricultural co-op 
members does not tend to continue with later generations. “The loyalty, the fierceness maybe isn’t there 
because they didn’t have to live through some hard times.” Leadership is needed to maintain or grow 
membership. 

Misconceptions about the function of a co-op was a concern mentioned by several people. They 
pointed out that co-ops are businesses that require profit, leadership and business skills. They thought 
that idea might not be commonly understood. One co-op expert explained it this way:              

“I think people often look at successful co-ops and say ‘hey, we could do that.’ But 
there’s a lot of work that has to be done. You got to get equity. You’ve got to make 
sure your business model makes sense. You got to make sure people don’t think of 
this as a nonprofit...It’s got to make money. The board decides what to do with the 
income, but you have to have positive profits.”

One interviewee shared that their co-op has had many problems, largely attributed to the lack of 
business planning when the co-op was formed: “The co-op was not a great idea at the time it was 
formed.”

The concept of feasibility studies and business plans shows up frequently in the data, with agricultural 
researchers and regulators generally voicing support for them. One agricultural expert explained that 

“If I were going to organize a co-op now I would do lots of feasibility studies...to make 
sure that it’s solid because, you know, throughout time there have been a lot of music 
men coming into rural communities and saying ‘this is the thing for you.’ And then they 
leave and the industry doesn’t go.”      
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Administrative work and expenses associated with the co-op regularly appear in the data, too. A co-
op organizer highlighted this concept in the following thoughts: “A lot of [helping set up a co-op] is 
facilitating structural and governance conversations...helping them draft their articles of incorporation, 
helping them work through their bylaws, helping them think through policy development and training 
for the board.” Several hemp co-op members said their organization did not have any staff, but that they 
were hoping to hire someone in the future because there was too much administrative work for the 
members to handle. 

 A few other co-op success indicators show up in the data as threats to hemp co-ops if they are ignored. 
They include a need for organizational development and leadership, defining the economic need the 
co-op intends to fill, setting expectations of roles and responsibilities for members and leadership, and 
assuring funds are available for marketing and member management tools. 

Interpersonal dynamics
Hemp co-op members frequently referenced the importance of interpersonal relationships to the 
success or failure of their organization. This was expressed in a few different ways. Several people 
highlighted the need for clear member expectations to avoid unequal distribution of work and free 
riders because, “we have one member who only contributes biomass. They don’t do anything else and 
it feels bad when you are starting a co-op without any money. If someone can’t commit to the hours, 
maybe they should wait to join. When things are unequal like this, it can be stressful.”

Another theme related to interpersonal dynamics that shows up in the data is selection of membership 
for the co-op. Several people suggested members should be chosen wisely. One hemp co-op member 
felt that 

“You go into it sort of wide eyed and thinking everybody that’s coming into it has 
the co-op’s interest at heart. But, you know, a lot of people are opportunists...I think 
we should have been a little bit more stringent as far as who really wants to be part 
of this. Are they doing this for the benefit of the co-op or are they just doing it for 
themselves?”

Even if you have clear expectations and good people in your co-op, one person shared that another 
consideration is “setting the tone... for how your members engage and interact with each other and 
what the expectations are is important because we’re all relying on each other.” Finally, one agricultural 
co-op leader said they thought member commitment was the most important factor of success.    

Timing of market development
Several people questioned whether the hemp market was developed enough to start a co-op, 
suggesting that a more stable market was needed. One agricultural co-op expert explained it this way: 
“The market is just crazy right now...I wouldn’t know even where to begin helping people put together 
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a feasibility study because who can actually say what the price of CBD oil is or whatever. Nobody knows. 
It’s like everything is totally in flux.”

Another agricultural expert explained it this way:

“I think [farmers] need some certainty, first, that is going to work. And second, that 
there’s going to be a market, or a final product that you know can be made from 
whatever they’re producing. The good thing about hemp is there’s tens of thousands 
of products to make out of it. The bad thing about hemp is it’s hard to define yourself 
within those 10,000 products and what kind of market you want to be in.”

However, there is divergence in the data on needing to have a developed market before starting a 
successful co-op. In particular, several hemp co-op members said their co-op was filling in gaps where 
there were perceived market, knowledge and regulatory gaps. They suggested a main reason they 
started their co-ops was because the market is new and unstable, as they perceived it provided them 
with some shelter from the risk.

NEXT STEPS
The following recommendations were developed with a systems thinking approach to address the 
primary finding for each research question. A summary of the recommendations is found in Figure 5.

Figure 5: Recommendations
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Recommendation 1: Unite Minnesota’s Growers Associations
Finding number one says the organizational landscape of the hemp industry is unique, structurally 
under supported and misaligned. Because this is a systems-level problem, systems-level solutions are 
necessary to make substantial change. Uniting the various growers associations in Minnesota could 
increase the capacity of the individual organizations and allow them to serve people within hemp 
industries better in Minnesota. Increased capacity within growers associations also has the potential to 
impact organizational deficits in other places, too, through lobbying and advocacy. 

Uniting the growers associations could consist of merging the existing groups into one, or it could keep 
them as separate entities, but working collaboratively to co-develop shared goals, delegate roles and 
responsibilities, and co-create messages. 

Recommendation 2: Prioritize Education, Public Relations & 
Advocacy
Finding number two says that, despite legalization, hemp still faces significant regulatory challenges 
that are correlated with an existing or historic stigma of cannabis. Several people suggested that the 
stigma and regulatory challenges associated with CBD are not present with fiber, grain, oil or feed, 
making those more attractive markets to develop. This issue can be addressed through education, public 
relations, marketing and advocacy. In addition, while education and public relations need to happen 
at all levels, the data suggests that some areas need it more, especially entities within the “support 
organizations” level of the policy field map. That means focusing on banking and finance industries, 
university extension services, USDA granting departments, Cooperative development centers and 
commodity councils (where they exist or are needed). Over time, reducing stigma in these institutions 
will increase their use of knowledge and resources, thereby increasing the system’s capacity of the 
hemp industry. Potential messages to share include the long history of hemp and the contributions it has 
made to the country, its market and product potential, benefits to farmers to adding a new crop to their 
rotations and environmental benefits. 

Recommendation 3: Enlist Help If Or When Deciding To Start 
A Co-op
Finding number three says that many hemp co-ops are compensating for missing industry support 
structures while also trying to build a viable business. Interestingly, recommendations one and two, 
which are aimed at building organizational capacity within the hemp industry, would help existing hemp 
co-ops who may feel stretched thin. Our findings also included a SWOT analysis of hemp co-ops. After 
consulting the SWOT analysis, it is recommended that people who decide to start a hemp co-op do the 
following:

• Seek legal, accounting and the expertise of cooperative development centers

• Connect with established co-ops in other states, in Canada or with co-ops for other crops and 
commodities

• Conduct an economic feasibility study

• Create a detailed business plan
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Additionally, those interested in starting a cooperative can look into the following resources and 
information:

• International Cooperative Alliance’s 7 Cooperative Principles  
https://www.ica.co-op/en/Cooperatives/Cooperative-identity?_
ga=2.198215143.994208567.1596749604-85831404.1596749604#Cooperative-principles

• Shared Capital (formerly known as North Country Cooperative Development Fund) 
https://community-wealth.org

• University of Wisconsin Center for Cooperatives 
https://uwcc.wisc.edu/

• Iowa State University Agricultural Marketing Resource Center 
https://www.agmrc.org/

• Agricultural Utilization Resource Institute (AURI) 
https://www.auri.org/

CONCLUSION
In this thorough examination of the hemp industry’s re-birth in Minnesota, the data collected reveals 
reasons for optimism despite abundant barriers. Prohibition has ended, and the industry is poised 
for growth on many levels. Future efforts to build support and capacity at all levels of the policy field 
map may help to erode many of the barriers that have been in place for so long, and perhaps more 
importantly, fade historic and lingering stigma; paving the way for the hopes and dreams of modern day 
pioneers of a twenty first century hemp industry
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APPENDIX A: METHODS

Literature Review
A literature review was conducted in an effort to understand the history of hemp in the United States 
and Minnesota, the laws in place that oversee and regulate the industry, and current academic research 
related to the economic viability of industrial hemp in the United States, the benefits of agricultural 
Cooperatives for industry, and hemp Cooperatives specifically. The literature review was incorporated 
into the findings of this report. To understand laws and regulations, internet searches were conducted 
for both the United States and Minnesota. This yielded information on specific laws, as well as some 
government reports from the MDA looking at similar questions to those posed in this project. 

When looking for academic research, Google Scholar was used in association with student accounts at 
the University of Minnesota. While helpful, even research published less than two years ago may be 
outdated due to recent law changes. General internet searches also led to a private research company’s 
report on the economic viability of hemp in Minnesota. Google Scholar searches focused on agricultural 
Cooperatives also added several quality studies. General internet searches also led to the University of 
Wisconsin’s Center for Cooperative’s, a valuable resource for research and co-op guidance. 

Semi-structured Informational Interviews (Round One) with 
Key Stakeholders
Through conversations with MHFMA and examining the literature several questions emerged to 
form the foundation of the first round of semi-structured interviews. A primary focus of this round of 
interviews was to answer research questions one and two; how different organizations are engaging 
in the hemp industry and what barriers and opportunities for growth exist for the Minnesota hemp 
industry? Additional questions focused on motivation for being in the industry. 

An interview template (Appendix C) was used to examine the barriers and opportunities with 
Minnesota’s hemp industry. Ten interviews were conducted over several weeks with a broad spectrum 
of stakeholders in government, research, and farming. All interviewees were asked for consent to 
allow data collected in the interview to be used in this study and to help inform additional interview 
questions. Some interviewees were selected through recommendations of the sponsoring organization 
(MHFMA). Others were identified due to their position within the field or through recommendations 
by people interviewed (as the final question of the first round of interviews was if they know of other 
good sources of information). 

Interviews were scheduled and conducted by two capstone team members, with a third team member 
observing several interviews. Some were conducted over the phone while others were done over 
the online web video platform Zoom. Depending on the consent level granted by the interviewee, 
some of the interviews were recorded and transcripts downloaded. For interviews that were not 
recorded extensive notes were taken. Transcripts and notes were coded by a research team member 
not associated with the interviews. A second round of coding occurred by the original interviewers. A 
codebook was developed with ten meta-codes and several dozen subcodes, determined through an 
inductive process and key concepts from the qualitative interviews. Many are validated with deductive 
ideas found during the literature review. 
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Online Survey Development with University of Minnesota 
Researchers
Early in the project development process the research team identified a need to survey farmers to 
answer research questions two and three related to barriers and opportunities for growth in the 
Minnesota hemp industry and how agricultural co-op models can aid its growth. Through interviews, it 
was discovered that University of Minnesota researchers and the Minnesota Department of Agriculture 
were working on a similar survey. 

In discussions with the survey designer it was determined that the Humphrey School’s capstone 
research team’s would contribute questions about business ownership models and agricultural 
Cooperative services (Appendix E). On July 22, 2020, MDA emailed the online survey to participants 
in the hemp pilot program, as well as Minnesotan corn, soy, sugar beet and small grain farmers. The 
preliminary survey results were not ready in time to be included with this capstone project but will be 
made available to MHFMA and publicly available in the fall of 2020. 

Semi-structured interviews (Round two)—Agricultural 
Cooperative Focus
In answering the third research question, how different agricultural co-op models can aid in the growth 
of the Minnesota hemp industry? The research team conducted 10 semi-structured interviews with 
members of co-ops (hemp and other crops) from across North America and regional agricultural co-
op experts. There are co-op specific questions that delve into the services that a co-op could provide 
in serving members to address barriers described in the literature and observed in earlier research. 
Ultimately the questions focus on what has worked within existing hemp and other co-ops, where they 
have failed, and whether there is interest in local co-op participation. 

A hemp co-op focused interview tool was developed (Appendix D). Interviewees were asked for 
consent to allow data to be included in the research project. As with earlier interviews, the level of 
consent varied from full consent to record interviews via the online meeting platform Zoom to phone 
calls with extensive notes. Transcripts and notes have been coded using the coding tool from the first 
round of informational interviews with additional inductive codes added as they emerged. 

Interviewees were selected from hemp co-ops in other states and Canada. Finally, these interviews 
were not limited to co-ops focused only industrial hemp. Other successful agricultural co-ops and 
agricultural co-op experts were interviewed. 
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APPENDIX B: POLICY MAP STAKEHOLDERS

Policy Level Function Organization Role

Government Federal Congress Passed laws both outlawing and legalizing hemp 
at various times over last century. Eliminated 
hemp prohibition with 2014 and 2018 Farm 
Bills. Sets policy for the federal government.

Government Federal United States 
Department 
of Agriculture 
(USDA)  

Began implementing industrial hemp policy 
and developing programs for the federal 
government with the 2014 Farm Bill. Oversees 
state hemp programs. Provides research and 
business support to the entire farm/agricultural 
supply chain across all agricultural products. 

Government Federal Food and Drug 
Administration 
(FDA)

Regulates food and medicine for the US 
government. Has approved several food uses of 
hemp, but not Cannabidiol (CBD), which could 
be regulated as a food or medicine.

Government Federal Drug 
Enforcement 
Agency (DEA)

Enforces controlled substance laws in the US. 
Still considers recreational and medical use of 
cannabis illegal, despite some state laws to the 
contrary. 

Government State Legislatures States pass laws authorizing participation in the 
USDA hemp program. States have also passed 
laws regarding medical and recreational use. 
Minnesota passed an industrial hemp law in 
2015 and CBD labeling and testing law in 2019 
42.

Government State Agriculture 
Departments / 
Agencies

Create and implement state pilot hemp 
programs (and other policies) based on laws 
passed from legislatures. Regulates programs 
and oversees tetrahydrocannabinol (THC) 
testing when programs are up and running. 
Receives, interprets and implements hemp 
policy from USDA and other federal agencies. 
Also regulates/oversees state-based commodity 
councils/check off programs.43
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Government State Other 
agencies

In addition to agriculture departments, other 
state agencies are involved with the regulation 
of activities associated with hemp, but usually 
not directly regulating it (with the exception of 
departments that regulate medical cannabis). 
This includes health departments (generally 
with medical cannabis regulation), commerce 
departments (dealing with banking and 
finance), and others.   

Support Orgs State 
(Government 
supported)

Commodity 
councils

Boards that help promote and expand markets 
for designated agricultural commodities 
through marketing and research that is funded 
with mandatory assessments on producers or 
processors, referred to as “checkoff” programs.44 
In Minnesota, commodity council members 
are elected and the Minnesota Department of 
Agriculture oversees the councils. There is not a 
hemp commodity council in Minnesota. 

Support Orgs Research Primary 
academic

Primary academic research is generally 
conducted at colleges and universities. In the 
context of the interviews, primary research 
tended to focus on scientific experiments 
dealing with agronomy, including hemp plant 
genetics testing and development of plant 
varietals.

Support Orgs Research Extension Agricultural extension applies research to 
actual farming practice and is part of the 
mission of Land Grant colleges and universities. 
Interviewees described extension as critical to 
farmer education, but generally not educating 
on hemp yet.

Support Orgs Research Market & 
business

There are a variety of for-profit and nonprofit 
organizations that provide market and business 
research to farmers and agricultural businesses, 
including co-ops. A number of interviewees 
indicated these types of research services are 
a critical component of success for farmers and 
agriculture-based businesses.
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Support Orgs Finance Bankers / 
financiers / 
granters

Lack of access to financing, capital and even 
grants was a persistent theme through almost 
all interviews. Interviewees reported a lack of 
support from banks, which play a critical role 
in the finance and capitalization of farms and 
agricultural businesses, and other financial 
institutions..45 Another consistent theme was 
a lack of access to USDA grants, an important 
funder of farm and rural economies across the 
country.

Support Orgs Nonprofits Growers 
associations/

NGOs

Lack of access to financing, capital and even 
grants was a persistent theme through almost 
all interviews. Interviewees reported a lack of 
support from banks, which play a critical role 
in the finance and capitalization of farms and 
agricultural businesses, and other financial 
institutions.46 Another consistent theme was 
a lack of access to USDA grants, an important 
funder of farm and rural economies across the 
country.

Support Orgs Production Analytical 
testing labs

Analytic testing laboratories help regulators 
test THC levels in hemp plants prior to harvest, 
per USDA regulations. They also can provide 
quality assurance testing to farmers, processors 
and manufacturers to verify a product’s CBD 
(or other compound) potency and safety, and 
ensure consistent quality.

Frontline Production Farmers People who grow hemp have diverse business 
models, skills and interests. Hemp farming 
can vary dramatically based on the type of 
hemp product grown. For instance, people in 
interviews likened cultivation of CBD-focused 
hemp to horticulture (smaller scale, “hands-on” 
planting, tending and harvesting) and hemp 
grown for fiber or grain to commodity crops 
like corn and soybeans (large scale, aimed at 
efficiency and high yields). 
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Frontline Production Processors / 
extractors

Extracting is a type of processing that was 
generally only referred to when talking about 
CBD. Much like the farmers interviewed, 
processors have diverse business models, skills 
and interests that are highly impacted by the 
part of the hemp plant used as an input. Some 
raw hemp products, such as certain types of 
fiber, may have several processing steps, while 
others, such as oil extraction, may have fewer.

Frontline Production Product 
manufacturers

Like the rest of the industry, hemp 
manufacturing creates a wide range of products-
-from health supplements to building materials 
and everything in between--and is already 
included in approximately 25,000 products

Frontline Sales Retailers Hemp products are already sold commercially 
in many places. Since 2018, CBD in particular 
has been popping up everywhere from CBD 
boutiques to large pharmacies.46  

 

 

43 

interests that are highly impacted by the part of the hemp plant 
used as an input. Some raw hemp products, such as certain 
types of fiber, may have several processing steps, while others, 
such as oil extraction, may have fewer. 

Frontline Production Product 
manufacturers 

Like the rest of the industry, hemp manufacturing creates a wide 
range of products--from health supplements to building 
materials and everything in between--and is already included in 
approximately 25,000 products 

Frontline Sales Retailers Hemp products are already sold commercially in many places. 
Since 2018, CBD in particular has been popping up everywhere 
from CBD boutiques to large pharmacies.47  

 
 

43 Minnesota Revisor. (2019). Sale of Certain Cannabinoid Products., Pub. L. No. 151.72, 1.  
44 Ward, Ronald. “Commodity Checkoff Programs and Generic Advertising.” (2006). Choices 21 (2): 55–60.  
45 United States Department of Agriculture: National Institute of Food and Agriculture. (2019). Commodity Boards.  
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APPENDIX C: ROUND 1 INTERVIEW TOOL
Interviewee Name:

Interviewer Name:

Interview Date:

Why did you decide to get into hemp farming?

(Or optional non-farmer question) How did you decide to get involved into the hemp industry? 

What is your connection to the hemp industry in your state or in MN?

(MN only interviewees) What about Minnesota’s hemp industry is functioning the best?

(Other states optional question) What about your state’s hemp industry is functioning seamlessly? 

What are the top three barriers MN farmers face when entering into hemp farming (processing, 
manufacturing, etc.)?

(Or optional non-farmer question) What are the top three barriers facing the hemp industry in MN or 
<other state>?

Are you a member of any hemp organizations? Why, or why not?

What are the key benefits of being in your co-op?

How would the legalization of marijuana affect your business?

What were the key factor(s) that paved the way for your success in the industry?

What resources or supports do you think are needed to ensure increased shared economic gain in the 
hemp industry?

Is there anyone you recommend we interview regarding the hemp industry?

Is there anything else you think is important for us to know about the hemp industry? (closing question)

APPENDIX D: ROUND 2 INTERVIEW TOOL
Hello! Thank you for agreeing to be interviewed. My name is XXXX. As I mentioned earlier, this 
interview is part of a capstone research project that I’m doing with three other graduate students at 
the University of Minnesota’s Humphrey School of Public Affairs. Our project client is the Minnesota 
Hemp Farmers and Manufacturers Association. The data we gather through interviews will be 
anonymous. That is, we will be providing summaries of the data and findings from our research to our 
client, but we will not be providing the raw data, or any other personally identifiable information, to 
them or within our final report. Are you comfortable with me recording our interview? As a reminder, 
we will not share the recording with anyone, including our client. Ok, thank you. Do you have any 
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APPENDIX E: PROPOSED AGRICULTURAL CO-OP 
QUESTIONS FOR MDA/EXTENSION SURVEY 

1. What business ownership structure do you prefer for growing hemp? (select all that apply)

a. Private ownership

b. Nonprofit

c. Cooperative

d. Tribal

2. (Follow up question if Cooperative was chosen) What membership services do you most want 
from a hemp Cooperative? (select  your top three choices)

a. Education (how to’s)

b. Shared resources and equipment

c. Access to affordable and reliable seed

d. Shared processing or shared access to processors

e. Shared access to markets

f. Support navigating regulations

g. Access to banking
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