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Hemp as an Agricultural Commodity

Summary

Industrial hemp is an agricultural commodity that is cultivated for use in the production of a wide
range of products, including foods and beverages, cosmetics and personal care products,
nutritional supplements, fabrics and textiles, yarns and spun fibers, paper, construction and
insulation materials, and other manufactured goods. Hemp can be grown as a fiber, seed, or other
dual-purpose crop. However, hemp is also from the same species of plant, Cannabis sativa, as
marijuana. As a result, production in the United States is restricted due to hemp’s association with
marijuana, and the U.S. market is largely dependent on imports, both as finished hemp-containing
products and as ingredients for use in further processing (mostly from Canada and China).
Current industry estimates report U.S. hemp sales at nearly $700 million annually.

In the early 1990s there was a sustained resurgence of interest to allow for commercial hemp
cultivation in the United States. Several states conducted economic or market studies and initiated
or enacted legislation to expand state-level resources and production. Congress made significant
changes to federal policies regarding hemp in the 2014 farm bill (Agricultural Act of 2014 (P.L.
113-79, §7606). The 2014 farm bill provided that certain research institutions and state
departments of agriculture may grow hemp under an agricultural pilot program. The bill further
established a statutory definition for industrial hemp as “the plant Cannabis sativa L. and any part
of such plant, whether growing or not, with a delta-9 tetrahydrocannabinol concentration of not
more than 0.3 percent on a dry weight basis.” Delta-9 tetrahydrocannabinol is the dominant
psychotrophic ingredient in Cannabis sativa. In subsequent omnibus appropriations, Congress
has blocked the U.S. Drug Enforcement Administration (DEA) and federal law enforcement
authorities from interfering with state agencies, hemp growers, and agricultural research.
Appropriators have also blocked the U.S. Department of Agriculture (USDA) from prohibiting
the transportation, processing, sale, or use of industrial hemp that is grown or cultivated in
accordance with the 2014 farm bill provision.

Despite these efforts, industrial hemp continues to be subject to U.S. drug laws, and growing
industrial hemp is restricted. Under current U.S. drug policy, all cannabis varieties—including
industrial hemp—are considered Schedule I controlled substances under the Controlled
Substances Act (CSA, 21 U.S.C. §§801 ef seq.). Although hemp production is generally allowed
following requirements under the 2014 farm bill, some aspects of production remain subject to
DEA oversight, including the importation of viable seeds, which still requires DEA registration
according to the Controlled Substances Import and Export Act (21 U.S.C. §§951-971). Other
guidance from DEA, USDA, and the Food and Drug Administration provides additional
clarification regarding federal authorities’ position on hemp and its future policies regarding its
cultivation and marketing. This guidance supports DEA’s contention that the commercial sale or
interstate transfer of industrial hemp continues to be restricted.

Congress has continued to introduce legislation to further advance industrial hemp and address
these types of concerns in the next farm bill. Introduced legislation as part of the Industrial Hemp
Farming Act—first introduced in the 109" Congress and greatly expanded over the past few
years—seeks to further facilitate hemp production in the United States but would also amend the
CSA to specify that the term marijuana does not include industrial hemp. An expanded version of
this bill was introduced in the 115" Congress in both the House and Senate (H.R. 5485; S. 2667).
Many of the provisions in these bills are included in the Senate-passed 2018 farm bill (H.R. 2)
that is now being debated in Congress. Similar provisions are not part of the House version of the
2018 farm bill (H.R. 2). Myriad other bills introduced in both the House and the Senate would
further amend the CSA and other federal laws to address industrial hemp.
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oilseed used worldwide to produce a variety of industrial and consumer products.

Currently, more than 30 nations grow industrial hemp as an agricultural commodity, which
is sold on the world market. In the United States, however, production is strictly controlled under
existing drug enforcement laws. Currently there is no large-scale commercial production in the
United States, and the U.S. market depends on imports.

I or centuries, industrial hemp (plant species Cannabis sativa) has been a source of fiber and

Congress made significant changes to federal policies regarding hemp in the 2014 farm bill
(Agricultural Act of 2014, P.L. 113-79). The 2014 farm bill provided that certain research
institutions and state departments of agriculture may grow hemp under an agricultural pilot
program. In addition, in subsequent omnibus appropriations, Congress has blocked the U.S. Drug
Enforcement Administration (DEA) and federal law enforcement authorities from interfering with
state agencies, hemp growers, and agricultural research. Appropriators have also blocked the U.S.
Department of Agriculture (USDA) from prohibiting the transportation, processing, sale, or use of
industrial hemp that is grown or cultivated in accordance with the 2014 farm bill provision.

Despite these efforts, industrial hemp continues to be subject to U.S. drug laws, and growing
industrial hemp is restricted. Under current U.S. drug policy, all cannabis varieties—including
industrial hemp—are considered Schedule I controlled substances under the Controlled
Substances Act (CSA),! and DEA continues to control and regulate cannabis production.
Although hemp production is now allowed in accordance with the requirements under the 2014
farm bill provision, other aspects of hemp production are still subject to DEA oversight, including
the importation of viable seeds.

Congress has sought to further distinguish between industrial hemp and marijuana. Among the
bills addressing industrial hemp, the Industrial Hemp Farming Act would amend the CSA to
specify that the term marijuana does not include industrial hemp, thus excluding hemp from the
CSA as a controlled substance subject to DEA regulation. This bill was reintroduced and
expanded from bills introduced in previous Congresses dating back to the 109" Congress. An
expanded version of this bill was introduced in the 115" Congress in both the House and Senate
(H.R. 5485; S. 2667). Other provisions in these bills would further facilitate hemp production in
the United States. Many of the provisions in these bills are included in the Senate version of the
2018 farm bill legislation (H.R. 2) that has passed the Senate. Similar provisions are not part of
the House-passed 2018 farm bill (H.R. 2).

Other introduced legislation would amend the CSA “to exclude cannabidiol and cannabidiol-rich
plants from the definition of marihuana” intended to promote the possible medical applications of
industrial hemp. Myriad other bills introduced in both the House and the Senate would further
amend the CSA and other federal laws to address industrial hemp.

Hemp Production and Use

Botanically, industrial hemp and marijuana are from the same species of plant, Cannabis sativa,
but from different varieties or cultivars that have been bred for different uses.? However,
industrial hemp and marijuana are genetically distinct forms of cannabis® that are distinguished
by their use, chemical makeup, and differing cultivation practices in production. While marijuana

121 U.S.C. §8801 et seq.
2 See, for example, “Purdue University Industrial Hemp Initiative,” NC-FAR Capitol Hill seminar, April 29, 2016.

3 In this report, cannabis refers to the plant species Cannabis sativa L and all of its industrial, medicinal, and
recreational varieties. The terms industrial hemp and hemp are used interchangeably, and the term marijuana refers to
the plant used as a medicinal or recreational drug.
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generally refers to the psychotropic drug (whether used for medicinal or recreational purposes),
industrial hemp is cultivated for use in the production of a wide range of products, including
foods and beverages, personal care products, nutritional supplements, fabrics and textiles, paper,
construction materials, and other manufactured goods.

Both hemp and marijuana also have separate definitions in statute. While marijuana is defined in
U.S. drug laws, Congress established a statutory definition for industrial hemp as “the plant
Cannabis sativa L. and any part of such plant, whether growing or not, with a delta-9
tetrahydrocannabinol concentration of not more than 0.3 percent on a dry weight basis” as part of
the 2014 farm bill.* Hemp is generally characterized by plants that are low in delta-9
tetrahydrocannabinol (delta-9 THC), the dominant psychotrophic ingredient in Cannabis sativa.®

For more background information, see CRS Report R44742, Defining “Industrial Hemp ”: A Fact
Sheet. However, joint guidance issued in August 2016 by DEA, USDA, and the Food and Drug
Administration (FDA) suggests that there continues to be questions about what constitutes
industrial hemp and its oversight under federal law.

Commercial Uses of Hemp

The global market for hemp consists of more than 25,000 products in nine submarkets:
agriculture, textiles, recycling, automotive, furniture, food and beverages, paper, construction
materials, and personal care (Table 1). Hemp can be grown as a fiber, seed, or dual-purpose
crop.® The stalk and seed are the harvested products. The interior of the stalk has short woody
fibers called hurds; the outer portion has long bast fibers. Hemp seed/grains are smooth and about
one-eighth to one-fourth of an inch long.’

Hemp fibers are used in fabrics and textiles, yarns and spun fibers, paper, carpeting, home
furnishings, construction and insulation materials, auto parts, and composites. Hurds are used in
animal bedding, material inputs, papermaking, and oil absorbents. Hemp seed and oilcake are
used in a range of foods and beverages (e.g., salad and cooking oil and hemp dairy alternatives)
and can be an alternative food and feed protein source.® Oil from the crushed hemp seed is used
in soap, shampoo, lotions, bath gels, and cosmetics.® Hemp is also being used in nutritional
supplements and in medicinal and therapeutic products, including pharmaceuticals. It is also used
in a range of composite products. Hempcrete (a mixture of hemp hurds and lime products) is
being used as a building material. Hemp is also used as a lightweight insulating material and in

47 U.S.C. 85940(b)(2). In contrast, marijuana is defined at 21 U.S.C. §802.

5R. C. Clarke and M. D. Merlin, Cannabis: Evolution and Ethnobotany (Berkeley, CA: University of California Press,
2013). A psychotrophic drug is capable of affecting mental activity, behavior, or perception and may be mood-altering.

6 Different developed varieties may be better suited for one use or the other. Cultivation practices also differ depending
upon the variety planted. For more information, see CRS Report R44742, Defining “Industrial Hemp”: A Fact Sheet.

7 See USDA, Industrial Hemp in the United States: Status and Market Potential, AGESO001E, January 2000.

8 Some are promoting use of hemp as a rotational crop for use as an animal feed supplement (CRS communication with
an Jowa cattle producer, February 28, 2016). See also B. Weaver, “Not Your Grandpa’s Farm: Hemp Industry Faces
Growing Pains in Colorado,” The Tribune, October 1, 2016.

9 Some have suggested similarities between hempseed oil and hash oil. However, there is evidence suggesting
differences regarding initial feedstock or input ingredients (hash oil requires high-THC marijuana, whereas hempseed
oil uses low-THC industrial hemp), how they are produced (hash oil is extracted often using a flammable solvent,
whereas hempseed oil is expeller-pressed or extracted mechanically, generally without chemicals or additives), and
how they are used (hash oil is used as a psychoactive drug, whereas hempseed oil is used as an ingredient in hemp-
based foods, supplements, and body care products). For more background information, congressional clients may
contact the author of this report.
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hemp plastics and related composites for use as a fiberglass alternative by the automotive and
aviation sectors.® Hemp is also promoted as a potential biodiesel feedstock and cover crop.

These types of commercial uses are widely documented in a range of feasibility and marketing
studies conducted by researchers at USDA and various land grant universities and state agencies.
(A listing of these studies is in the Appendix A.) Currently, finished hemp products and raw
material inputs are mostly imported into the United States and sold for use in further processing
and manufacturing for a wide range of products.

Figure 1. Modern Uses for Industrial Hemp
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Source: Industrial Hemp Association of Tasmania, http://www.ihat.org.au/.

Notes: Other hemp product charts include D. G. Kraenzel et al., “Industrial Hemp as an Alternative Crop in
North Dakota,” AER-402, North Dakota State University, July 23, 1998; and National Hemp Association,
http://nationalhempassociation.org/.

Estimated Retail Market

No official estimates are available of the value of U.S. sales of hemp-based products. The Hemp
Industries Association (HIA) reports total U.S. retail sales of hemp products of nearly $700
million in 2016,'2 which includes food and body products, dietary supplements, clothing, auto

10 Virginia Industrial Hemp Coalition, “2015 Virginia Industrial Hemp Recommended Research Topics.”

11 See, for example, M. H. Renfroe, “Investigation of Industrial Hemp for Oil and Biofuel Production in Virginia,”
Annual Report to Virginia Department of Agriculture and Consumer Services, August 30, 2016.

12 HIA, “2016 Annual Retail Sales for Hemp Products Estimated at $688 Million,” April 14, 2017. The reported retail
value of the U.S. hemp market is an estimate based on SPINS survey data, which tracks data and market trends on
natural product industry sales. SPINS data do not track retail sales for Whole Foods Market, Costco, and other retail
outlets that market hemp-based products. HIA adjusted SPINS-data upward to account for these gaps.
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parts, building materials, and other consumer products (Figure 2). HIA claims that U.S. hemp
retail sales have increased by about 10% to more than 20% annually since 2011. Much of this
growth is attributable to sales of hemp-based body products, supplements, and foods. Combined,
these categories accounted for more than two-thirds of the value of U.S. retail sales in 2016.

Little detailed information is available on some other hemp-based sectors, such as for use in
construction, biofuels, paper, textiles, or other manufacturing uses. Data are also not available on
existing businesses or processing facilities.

Figure 2. U.S. Hemp-Based Product Sales by Category, 2016

Food Hemp CBD
19% 19% Supplements
4%

Industrial
Applications
18%

Personal Care
24%

Other Consumer
Products

Consumer
2%
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14%

Source: HIA, “2015 Annual Retail Sales for Hemp Products Estimated at $573 Million,” May 9, 2016.

U.S. Hemp Imports

Hemp imports to the United States—consisting of hemp seeds and fibers often used as inputs for
use in further manufacturing—totaled $67.3 million in 2017 (Table 1). Although hemp imports
have declined from a record high of $78.1 million in 2015, U.S. hemp imports have steadily
increased since 2005 when hemp imports totaled $5.7 million. This increase in trade followed the
resolution of a legal dispute over U.S. imports of hemp foods in late 2004 (see “Dispute Over
Hemp Imports (1999-2004)) and also prior prohibitions on U.S. domestic production.

In 2017, nearly two-thirds (64%) of the value of all U.S. hemp imports were of hemp seeds,
which were used mostly as inputs and ingredients for hemp-based products. Other ingredient
imports—hemp oil, seed cake, and solids—accounted for another 28% of the value of total
imports. Import hemp yarns and fibers accounted for about 8% of total import value in 2017
(Table 1). Trade data are not available for finished products, such as hemp-based clothing or
other products including construction materials, carpets, or paper products.

Canada is the single largest supplier of U.S. hemp imports, accounting for about 90% of the value
of annual imports. Other leading country suppliers include China (about 3-5% of annual imports)
and Romania (2-4%). Remaining imports are supplied by other European countries, India, the
Dominican Republic, and Chile. Canada is the primary source of U.S. imports of food-grade
hemp seed and oilcake, with supplies also from China and Europe. China and some European
countries are major suppliers of raw and processed hemp fiber and yarn.

Congressional Research Service RL32725 - VERSION 48 - UPDATED 4



Hemp as an Agricultural Commodity

Three forms of seed are imported:*2 (1) de-hulled seed—often referred to as hemp hearts, hulled
seeds, or hemp nut—which is used in a range of food products; (2) non-viable whole seed, which
is rendered non-viable through a sterilization process, usually through temperature exposure; and
(3) viable whole seed, which is capable of germination under suitable conditions. Most hemp seed
cultivars originate in Europe (France, Germany, Hungary, Italy, Poland, and Romania), Russia,
Ukraine, and China.

Table I.Value and Quantity of U.S. Hemp Imports, 1996-2017

Units 1996 2000 2005 2010 2013 2014 2015 2016 2017

Hemp Seeds (HS $1000 — — 271 5125 26942 29326 54,191 51,018 42,897
1207990320)
Hemp Oil and $1000 — 2,822 3,027 1,833 2,264 3,446 4,836 6,142 7,603
Fractions (HS
1515908010)
Hemp Seed Oilcake $1000 — — — 2,369 6,279 8,159 16,281 8,620 11,494
and Solids (HS
23069001 30)
True Hemp, $1000 100 577 228 94 78 114 292 690 780
raw/proc. not spun
(HS 5302)
True Hemp Yarn $1000 25 640 904 296 482 909 1,497 1,867 2,739
(HS 5308200000)
True Hemp Woven $1000 1,291 2,258 1,232 1,180 1,057 900 1,020 744 1,819
Fabrics (HS
5311004010)

Total 1,416 6,297 5,662 10,897 37,102 42,854 78,117 69,081 67,332
Hemp Seeds (HS metric — — 92 712 2,311 2,783 15977 17,820 7,606
1207990320) ton
Hemp Oil and metric — 587 287 215 450 1,155 538 767 749
Fractions (HS ton
1515908010)
Hemp Seed Oilcake  metric — — — 240 601 938 1,826 1,163 1,475
and Solids (HS ton
23069001 30)
True Hemp, metric 53 678 181 42 72 161 278 494 621
raw/proc. not spun ton
(HS 5302)
True Hemp Yarn metric 6 89 113 42 70 102 166 213 312
(HS 5308200000) ton

Subtotal 59 1,354 673 1,251 3,504 5,139 18,785 20,457 10,763
True Hemp Woven m2 435 920 478 284 224 151 206 150 360
Fabrics (HS (1000)
5311004010)

Source: Compiled by CRS using data from the U.S. International Trade Commission, http://dataweb.usitc.gov.
Data are by Harmonized System (HS) code. Data shown as “—” indicate data are not available as breakout

13 Seed CX, Ltd., “Overview of U.S. Hemp Seed Imports,” 2016.
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categories or, for some product subcategories, were established only recently. Data are not adjusted for
inflation.

Notes: Historical data for hemp seeds combine reported statistics for three HTS categories: HTS 1207990320
(2012-present), HTS 1207990020 (2007-2011) and HTS 1207990120 (2005-2006). Data for hemp oil combine
HTS 15150904010 (1999-2001) and HTS 15159008010 (2002-present).

U.S. Market Potential

Most researchers acknowledge the potential profitability of industrial hemp, but also the potential
obstacles to its development. Current challenges facing the industry include the need to re-
establish agricultural supply chains, breed varieties with modern attributes, upgrade harvesting
equipment, modernize processing and manufacturing, and identify new opportunities.'*

In the past two decades, researchers at the USDA and various land grant universities and state
agencies (for example, Arkansas, Kentucky, Maine, Minnesota, North Dakota, Oregon, and
Vermont; see Appendix A) have conducted several feasibility and marketing studies. More recent
available market reports indicate that the estimated gross value of hemp production per acre is
about $21,000 from seeds and $12,500 from stalks.®

Studies by researchers in Canada and various state agencies provide a mostly positive market
outlook for growing hemp, citing rising consumer demand and the potential range of product uses
for hemp. Some state reports claim that if current restrictions on growing hemp in the United
States were removed, agricultural producers in their states could benefit. A 2008 study reported
that acreage under cultivation in Canada, “while still showing significant annual fluctuations, is
now regarded as being on a strong upward trend.” Most studies generally note that hemp “has
such a diversity of possible uses, [and] is being promoted by extremely enthusiastic market
developers.” Other studies highlight certain production advantages associated with hemp or
acknowledge hemp’s benefits as a rotational crop or further claim that hemp may be less
environmentally degrading than other agricultural crops. Other studies claim certain production
advantages to hemp growers, such as relatively low input and management requirements.

Other studies differ from the various state reports and provide a less favorable aggregate view of
the potential market for hemp growers in the United States, highlighting challenges facing U.S.
growers. For example, a 2000 study by USDA projected that U.S. hemp markets “are, and will
likely remain, small, thin markets.” It also cited “uncertainty about long-run demand for hemp
products and the potential for oversupply”” among possible downsides of potential future hemp
production. Similarly, a study by University of Wisconsin-Madison concluded that hemp
production “is not likely to generate sizeable profits,” and, although hemp may be “slightly more
profitable than traditional row crops,” it is likely “less profitable than other specialty crops” due
to the “current state of harvesting and processing technologies, which are quite labor intensive,
and result in relatively high per unit costs.”® The study also noted that U.S. growers could be
affected by competition from other world producers and by production limitations in the United
States, including yield variability and lack of harvesting innovations and processing facilities, as
well as difficulty transporting bulk hemp. The study further claimed that most estimates of
profitability from hemp production are highly speculative and often do not include additional
costs of growing hemp in a regulated market, such as the cost associated with “licensing,
monitoring, and verification of commercial hemp.”

14 1bid.
15 R. Hansen, “Industrial Hemp,” Agricultural Marketing Resource Center, July 2015.

16 T. R. Fortenbery and M. Bennett, “Opportunities for Commercial Hemp Production,” Review of Agricultural
Economics, vol. 26, no. 1 (2004), pp. 97-117.
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A 2013 study by researchers at the University of Kentucky predicted that despite “showing some
positive returns, under current market conditions, it remained unclear whether anticipated hemp
returns would be large enough to entice Kentucky grain growers to shift out of grain production”
under most circumstances. They also noted that “short run employment opportunities evolving
from a new Kentucky hemp industry appear limited (perhaps dozens of new jobs, not 100s),”
because of continued uncertainty in the industry.!” Overall, the study concluded that there were
many remaining unknowns and that further analysis and production research was needed.

A 2016 study notes that the most promising markets for North American hemp production is a
continued focus on oilseed production and cannabidiol (CBD), a non-intoxicant cannabinoid that
has promise for its therapeutic use as a pharmaceutical product.®®

Given the absence since the 1950s of any commercial and unrestricted hemp production in the
United States, it is not possible to predict the potential market and employment effects of relaxing
current restrictions on U.S. hemp production. While expanded market opportunities might exist in
some states or localities if current restrictions on production are lifted, it is not possible to predict
the potential for future retail sales or employment gains in the United States, either nationally or
within certain states or regions. Little information is available from previous market analyses that
have been conducted by researchers at USDA and land grant universities and state agencies.

Global Production

International Production

Approximately 30 countries in Europe, Asia, and North and South America currently permit
farmers to grow hemp. Aggregated production data from the United Nations do not include all
countries (most notably Canada) and may differ from other sources but comprise the most readily
available source of information. Based on these data, excluding Canada, global acreage in hemp
cultivation in 2016—both hemp seed and hemp tow waste—is reported at about 192,000 acres
(Figure 3), with a reported total production of 355 million pounds (Figure 4). United Nations
data do not include Canada, which is a major hemp producing and exporting country. Including
other data for Canada, in 2016, aggregate acreage totaled at about 225,000 acres. Canada is also
major supplier of U.S. hemp imports, particularly of hemp-based foods and food ingredients and
other related imported products.

Preliminary information for 2017 indicate that hemp acreage in Canada and the European Union
(EU) countries reached record levels, which could put global acreage at more than 330,000 acres.
Still, as a share of total crop production in these countries, hemp production accounts for a
negligible share (less than 0.5%) of total acreage.

Global Production (Excluding Canada)

Leading global hemp producers include Europe, China, South Korea, and Russia. Some countries
never outlawed production; other countries banned production for certain periods in the past and

17 University of Kentucky, Considerations for Growing Industrial Hemp: Implications for Kentucky’s Farmers and
Agricultural Economy, July 2013.

18 ). H. Cherney and E. Small, “Industrial Hemp in North America: Production, Politics, and Potential,” Agronomy, vol.
6, no. 56 (2016).
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later lifted these restrictions. Hemp production across these countries and regions account for
nearly all the reported production and acreage reported in the U.N. database.

According to Food and Agriculture Organization (FAQO) of the United Nations data, Europe is the
world’s single largest hemp producing market. In 2016, European countries produced hemp on a
reported more than 80,000 acres—a historical record high!® and accounting for about one-half of
FAO-reported global acreage. The EU has an active hemp market, with production in most
member nations. Production is centered in France, the Netherlands, Lithuania, and Romania.?®
Many EU countries lifted their bans on hemp production in the 1990s and, until recently, also
subsidized the production of “flax and hemp” under the EU’s Common Agricultural Policy.?
Most EU production is of hurds, seeds, fibers, and pharmaceuticals.?? Other non-EU European
countries with reported hemp production include Russia, Ukraine, and Switzerland.

Figure 4. Hemp Fiber and Seed, Global

Figure 3. Hemp Fiber and Seed, Global Production (2000-2016)
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China is another major producer, mostly of hemp textiles and related products, as well as a major
supplier to the United States. In 2016, China’s hemp was about 20,000 acres. FAO data also

report hemp production in Chile, China, Iran, Japan, South and North Korea, Pakistan, Russia,
Syria, and Turkey. Other countries with active hemp grower and/or consumer markets not

19 European Industrial Hemp Association (EIHA), “Press Release: Record Cultivation in Industrial Hemp in Europe in
2016,” May 4, 2017.

20 EIHA, “The European Hemp Industry,” May 2016. Other producing countries include Austria, Bulgaria, Croatia,
Czechia, Denmark, Finland, Germany, Hungary, Italy, Poland, Portugal, Slovenia, Spain, and Ukraine

2 For information on the EU’s prior agricultural support for industrial hemp, see the EU’s notification to the World
Trade Organization regarding its domestic support for agricultural producers (G/AG/N/EEC/68; January 24, 2011).

22 EIHA, “The European Hemp Industry,” May 2016.

Congressional Research Service RL32725 - VERSION 48 - UPDATED 8



Hemp as an Agricultural Commodity

included in FAO’s annual compilation are New Zealand, India, Egypt, South Africa, Thailand,
Malawi, and Uruguay.?

Production in Canada

Canada’s commercial hemp industry is fairly new: Canada began to issue licenses for research
crops in 1994, followed by commercial licenses starting in 1998. Since hemp cultivation was
legalized in Canada, production has been variable year to year (Figure 5) but generally
increasing—which some attribute to increased import demand in the United States.?* Acreage has
ranged from 48,000 planted acres in 2006 to about 8,000 acres in 2008, rising again to a 100,000
acres in 2014 but then sharply dropping back again to 33,000 acres in 2016. In 2017, acreage in
hemp cultivation and production rose sharply—reaching a record of nearly 140,000. Canada’s
hemp cultivation still accounts for only about 1% of the country’s available farmland. The
number of cultivation licenses has also varied from year to year, reaching a high of 560 licenses
in 2006, followed by a low of 77 licenses in 2008 and rising to 340 licenses in 2011.% Since then,
the number of licenses has risen to more than 1,100 issued in 2015 and 2016. Annual retail sales
of all Canadian-derived hemp seed products are estimated between $20 million and $40 million,
and the number of businesses active in the sector has grown over the past few years.?

Figure 5. Canadian Hemp Acreage, 1998-2017
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Source: CRS from Agriculture and Agri-Food Canada data, “Industrial Hemp Statistics,” and “Industrial Hemp
Production in Canada,” and other press reports (D. Brown, “Canada on Course for Record Hempseed Crop in
2017,” June 2017).

Notes: The downturn in 2007 is viewed as a correction of overproduction in 2006 following the “success of the
court case against DEA in 2004, and continued improvements in breeding, production, and processing,” which
resulted in part in a “dramatic reduction in hemp acreage planted” in 2007. The 2007 downturn is also attributed
to “increasingly positive economics of growing other crops” (Manitoba Agriculture, National Industrial Hemp
Strategy, March 2008, prepared for Food and Rural Initiative Agriculture and Agri-Food Canada).

2 For a list of countries, see National Hemp Association, “Countries Where Hemp Is Grown,”
http://nationalhempassociation.org/countries-where-hemp-is-grown/.

24 See, for example, Canadian Hemp Trade Alliance, “Grow Hemp,” http://www.hemptrade.ca/grow-hemp.
%5 Health Canada statistics, http://www.hc-sc.gc.ca/index-eng.php.
% See, for example, Canadian Hemp Trade Alliance, “Grow Hemp.”

Congressional Research Service RL32725 - VERSION 48 - UPDATED 9



Hemp as an Agricultural Commodity

The development of Canada’s hemp market followed a 60-year prohibition and is strictly
regulated.?” The Office of Controlled Substances of Health Canada, which issues licenses for all
activities involving hemp administers the program. Under the regulation, all industrial hemp
grown, processed, and sold in Canada may contain THC levels of no more than 0.3% of the
weight of leaves and flowering parts. Canada has also set a maximum level of 10 parts per million
for THC residues in products derived from hemp grain, such as flour and 0il.? To obtain a license
to grow hemp, Canadian farmers must submit extensive documentation, including background
criminal record checks, the Global Positioning System (GPS) coordinates of their fields, and
supporting documents (from the Canadian Seed Growers’ Association or the Canadian Food
Inspection Agency) regarding their use of certified low-THC hemp seeds and approved cultivars;
and they must allow government testing of their crop for THC levels.?

In 2016, Canada further relaxed its regulations of industrial hemp production by amending its
drug laws to provide for a “class exemption” for hemp in order to “simplify the license
application process for the 2017 growing season.”® According to Health Canada, the Section 56
Class Exemption “better aligns regulation of industrial hemp with the demonstrated low public
health and safety risks of the crop” intended “to simplify the license application process” as
Canada moves forward with “its commitment to legalize, strictly regulate, and restrict access to
marijuana.”® Among the types of simplifications and streamlining are

e reduced pre-requisite requirements (e.g., no longer need to pre-identify planting
sites, no more minimum acreage requirements);

o reduced paperwork (to a single form), reduced proof requirements (to a single
attestation), and growers may now apply electronically;

o THC testing requirements mostly eliminated (except for pedigreed seed or
applications to be added to the list of approved cultivars);

e license expiry date extended until March the following year; and

e criminal record check valid now for one year.

The potential impact could greatly facilitate hemp production for Canadian farmers, which could
continue to give them an advantage over U.S. growers, where hemp production remai