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Figure 2 
Reported U.S. hemp acreage and greenhouse area, 2014-2018 
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Source: USDA, Economic Research Service calculations based on data reported by State pilot program, USDA, Farm  
Service Agency, and Vote Hemp. 

Figure 3 
Approved U.S. producer hemp licenses, 2014-2018

Licenses

0

500

1,000

1,500

2,000

2,500

3,000

3,500

4,000

4,500

2014 2015 2016 2017 2018

Source: USDA, Economic Research Service calculations based on data reported by State pilot programs. 

Table 1 provides detailed information on the status of the pilot program in each State as of 2018. By 
2018, Colorado, Kentucky, Montana, and Oregon were the only States reporting more than 5,000 
acres of hemp planted. Most other States still had relatively small programs, even though pilot 
programs had been authorized since 2014. 
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Figure 4 
U.S. imports of raw hemp, 1991-2019
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Source: USDA, Economic Research Service calculations using data from U.S. Department of Commerce, Bureau of Census. 

Figure 5 
U.S. imports of processed hemp, 1989-2019
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There were no enterprise budgets available in 2014 when the first pilot programs began and, as of 
late 2019, still no publicly reported price information. Transparent, accurate price reporting and fore-
casting are critical for well-functioning markets. They are often provided as a public good through 
a government source. Without such basic data being available, there is no benchmark for privately 
negotiated prices, which may or may not be reputable or available to all growers. During the pilot 
programs, there was no Federal data collection on hemp production, other than the USDA, Farm 
Service Agency acreage reporting beginning in 2015. As the State programs developed, some infor-
mation slowly became more available. As of 2019, budgets were available for Kentucky, New York, 
Tennessee, Pennsylvania, and North Dakota for hemp production. The available budgets reflect 
projections under limited assumptions and much market uncertainty and should be used with caution 
for investment decisions. 

Hemp production budgets from the University of Kentucky show modest returns for grain, nega-
tive returns for fiber, and large returns above variable costs for CBD oil (Shepherd and Mark, 
2019). Typically, the producer plants a hemp strain suitable for producing either oil extracts or fiber, 
making a mid-season transition in output product difficult if not impossible as a viable market 
strategy. These budgets are specific to Kentucky but can be modified for other States. Even within 
Kentucky, every line of the budget can be tailored to be specific for a particular operation. Prices are 
highly variable and subject to continuous change along with future technology developments in the 
genetics, production tools, and processing techniques. 

Tennessee, Pennsylvania, North Dakota, and New York also have production budgets available in 
2019, but these budgets were not available for most of the pilot phase. The University of Tennessee 
has a production budget for CBD oil that shows a positive return per acre based on the assumptions 
used (Cui and Smith, 2019). The budget assumes that the price received is $1.50 per percent CBD per 
pound of material and notes that labor costs included are likely lower than what some researchers are 
observing. University of Tennessee budgets for other hemp products are currently not available.

Pennsylvania State University has budgets for grain and fiber that show potentially modest returns 
per acre compared with conventional crops (Harper et al., 2019). These budgets highlight variability 
in returns, the potential erosion of profits through transportation expenses to processors, and the 
importance of the initial planting decision to grow for either seed or fiber. The Pennsylvania State 
University hemp budgets explicitly include the need to till the soil for weed control because of the 
lack of approved pesticides and incorporate the cost of a cover crop to minimize erosion caused by 
this tillage. 
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The absence of completed regulations has caused serious problems for the hemp industry.  The FDA 
is issuing cease and desist orders to CBD oil manufacturers for making illegal health claims, and 
for marketing CBD as a food or drug. Idaho State police confiscated a load of industrial hemp being 
shipped from Oregon to Colorado in January 2019, on the grounds that since the USDA had not yet 
approved Oregon’s production plan, it was not protected under the interstate commerce provisions of 
the 2018 Farm Bill. The USDA issued a legal opinion that States and Indian Tribes cannot prohibit 
the interstate transportation or shipment of hemp lawfully produced under the 2014 Farm Bill pilots 
(Vaden, 2019). The Ninth Circuit Court of Appeals (Big Sky Scientific LLC v. Idaho State Police) 
returned the case to Idaho State court. A similar case occurred in August 2019 in South Dakota, 
involving confiscation of a shipment of hemp from Colorado to Minnesota. 



32 
Economic Viability of Industrial Hemp in the United States: A Review of State Pilot Programs, EIB-217

USDA, Economic Research Service

Conclusions

 Overall, the pilot programs for industrial hemp authorized in the 2014 Farm Bill were successful 
in restarting production of a crop that had not been commercially grown in the United States for 
decades. Some common challenges and lessons learned in moving production beyond the pilot 
programs have become apparent. The 2018 Farm Bill addressed many of these challenges or autho-
rized subsequent regulations to address them, but lack of reliable, transparent data and peer-reviewed 
research and market information continues to be a challenge. 

While the numbers of planted acres and participants in the U.S. industrial hemp industry increased 
rapidly under the pilot programs, and hemp can now be grown legally in nearly every State, the 
long-term trends for U.S. industrial hemp are uncertain. The long-term economic viability of indus-
trial hemp in the United States will be affected by:

•	 competition from conventional field crops and marijuana (in States where it is legal) for 
acreage, 

•	 well-established foreign competitors for hemp product markets, 

•	 the ability to decrease production and pricing uncertainty through transparency and risk 
management, and,

•	  continued market development. 

The history of specialty crops in the United States generally shows that they remain specialty crops. 
It is difficult to imagine, for example, the demand for acres for industrial hemp matching the demand 
for acres to grow corn or soybeans for animal or human food. On the other hand, the recent rapid 
growth of the alternative plant protein food sector does show some possibility for a “specialty” crop 
to suddenly become a growing market sector. The next few years should see a resolution of the legal 
and regulatory issues constraining hemp production in the United States, leaving domestic produc-
tion, imports, consumer demand, and exports to dictate growth and long-term market size. 
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Appendix D: Literature Review

The pilot programs revealed some significant research and knowledge gaps; a review of existing 
literature confirms those gaps. Most of the available peer-reviewed literature is dated, primarily 
focused on processing methods for fiber and seed, and was conducted outside of the United States 
under different production scenarios and regulatory contexts. The available literature can roughly be 
categorized around product use, agronomic production, and economics. Economic literature makes 
up the smallest of the three categories of extant hemp literature and is the focus of this section. 

Hemp product use studies typically draw from the hard sciences (i.e., medicine, chemistry, engi-
neering, pharmacology, etc.) and have largely focused on paper products or other fiber uses. 
Agronomic literature from both the peer-reviewed journals as well as from university staff papers 
and bulletins comprise the second category of hemp literature and focuses on production issues 
(Alden et al., 1998). University research has been constrained by the Controlled Substances Act, 
Title II of the Comprehensive Drug Abuse Prevention and Control Act of 1970, and the lack of data 
needed to publish peer-reviewed literature. Farm-level production (farm-gate production/first-use 
stage) studies are still largely relegated to university fact sheets and white papers (for example, 
Ehrensing, 1998; Thomson et al., 1998; Robbins et al., 2013; Fortenbery and Mick, 2014; Shepherd 
and Mark, 2019; Anderson et al., 2019; Hanchar 2019; Harper et al., 2019). 

There is little peer-reviewed economic analysis of industrial hemp, and the widespread availability 
of speculative market analysis in non-journal outlets is potentially confusing to both investors and 
producers. Most of the economic literature that does exist discusses hemp fiber and grain products 
and was written before CBD oil became a major product category. While some recent work has been 
released in this area (e.g. Sterns, 2019), most of the university studies are dated and not applicable to 
the current farm-level economic environment and production systems (Mark and Snell, 2019). 

 For example, the report, “Industrial Hemp in the United States: Status and Market Potential,” 
provided a detailed look at the potential of hemp production in the U.S. and Canada around 2000 
(USDA ERS, 2000). Small and Marcus (2002) offer a comprehensive overview of potential hemp 
uses and encourage caution regarding new crops “touted as goldmines.” Fortenbery and Bennett 
(2004) concluded that “Hemp appears slightly more profitable than traditional row crops, but less 
profitable than other specialty crops.” Cherney and Small (2016) give a concise summary of the 
economic literature in their article “Industrial Hemp in North America: Production, Politics, and 
Potential.” More recently, Johnson (2018) sums up the state of hemp economics as “It is not possible 
to predict with any degree of confidence the potential market and employment effects of relaxing the 
current restriction on U.S. hemp production.”  In a separate paper, Johnson (2019) offers a historical 
perspective on the economic literature available and legislative changes relevant to the industry. 

Currently the most profitable, and fastest developing, hemp market is for CBD oil, about which there 
is very little peer-reviewed economic or agronomic literature. Few articles exist in the economics 
literature to address hemp for grain purposes and even fewer for CBD or other extracts. Both poten-
tial producers and State licensing authorities found it difficult to obtain information on the economic 
viability of planting hemp for CBD oil or other extract production during the pilot programs. 
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The economics of hemp studies that are published largely address a specific topic that was in the 
national spotlight in their year of writing. Further, most of the economics articles only address hemp 
production from a micro-economic level without a focus on competition with conventional crops for 
acreage (e.g. Alden et al., 1998; Bowyer 2001; Fortenbery and Bennett, 2004).

With the passage of the 2018 Farm Bill, some of the constraints for research funding have been 
removed. Universities and private companies are beginning to release updated working papers, fact-
sheets, and budgets based on information from the pilots, but literature on commercial production is 
still largely absent. At the forefront of the research are those States that have been in hemp produc-
tion the longest, including Colorado, Kentucky, Oregon, Tennessee, and Vermont. 

Enterprise budgets to help producers analyze basic production costs are included with some of the 
most recently released economic information available (e.g. Hanchar, 2019; Cui and Smith, 2019). The 
University of Kentucky has published six hemp budgets covering fiber, grain, and CBD. The four CBD 
budgets cover the two most common production practices started in the United States and two potential 
mechanical harvest methods that are being explored in trials (Shepherd and Mark, 2019). Colorado and 
Pennsylvania also have crop production budgets available for growers in their States. 

There is existing literature addressing the economics of hemp production in countries other than 
the United States. Canada has good representation in the literature and is often used as the baseline 
for U.S. hemp economics (e. g. Thayer and Burley, 2017; Halliday and Lynch, 2018). One Canadian 
publication showed that on average, gross margins for hemp seed production were $825.63/acre and 
$479.43/acre (C$) for irrigated and non-irrigated hemp enterprises in Alberta (Vera et al., 2010). 
China and European countries make up the bulk of available literature that is not Canadian focused 
(Wang and Shi, 1999; Beherec, 2000; Ranalli and Venturi, 2004; Garnier et al., 2007; Carus et al., 
2013; Amaducci et al., 2015; Foti et al. 2019). 

Industry research is beginning to bridge some of the literature gaps, but lacks third-party valida-
tion needed to overcome potential perceived biases and often is only available to customers or 
others with structured relationships. Nesin (2019) is an example of private company research that 
has been released to help customers gain a deeper understanding of the CBD industry. Within these 
articles, they explore the volatility in the hemp market and the potential for a rapid transition of hops 
producers to hemp for CBD and oversupplying the market. 

The extent of gaps in the current economic and market literature cannot be overstated. There is a 
significant need for more farm-level enterprise research and research-on-demand for particular prod-
ucts to determine the profitability of hemp for various uses (grain, fiber, and CBD or other extracts) 
and by regions. Many producers and processors are using anecdotal information and/or obsolete data 
to guide production decisions. Enterprise budgets developed for one region or one type of end use may 
not reflect costs and revenues for another region or use. Reliable data to analyze the cost of production 
are scarce. Research and education publications into the nature of contracts between processors and 
producers would also be beneficial. Significant market research gaps also include international compet-
itiveness and trade, processing alternatives, and market organization and structure. 



66 
Economic Viability of Industrial Hemp in the United States: A Review of State Pilot Programs, EIB-217

USDA, Economic Research Service

Appendix E: Selected Legislation Relevant to Hemp

Hemp references are bolded where hemp is not the major subject of the sections included below. 

Marihuana Tax Act of 1937

…. 

(b) The term “marihuana” means all parts of the plant Cannabis sativa L , whether growing or not; 
the seeds thereof; the resin extracted from any part of such plant; and every compound, manufac-
ture, salt, derivative, mixture, or preparation of such plant, its seeds, or resin- but shall not include 
the mature stalks of such plant, fiber produced from such stalks, oil or cake made from the seeds 
of such plant, any other compound, manufacture, salt, derivative, mixture, or preparation of such 
mature stalks (except the resin extracted therefrom), fiber, oil, or cake, or the sterilized seed of such 
plant which is incapable of germination. 

SEC. 2. (a) Every person who imports, manufactures, produces, compounds, sells, deals in, 
dispenses, prescribes, administers, or gives away marihuana shall ( 1 ) within fifteen days after the 
effective date of this Act, or (2) before engaging after the expiration of such fifteen-day period in 
any of the above mentioned activities, and (3) thereafter, on or before July 1 of each year, pay the 
following special taxes respectively: 

(1) Importers, manufacturers, and compounders of marihuana, $24 per year. 

(2) Producers of marihuana (except those included within subdivision (4) of this subsection), $1 per 
year, or fraction thereof, during which they engage in such activity. 

(3) Physicians, dentists, veterinary surgeons, and other practitioners who distribute, dispense, give 
away, administer, or prescribe marihuana to patients upon whom they in the course of their profes-
sional practice are in attendance, $1 per year or fraction thereof during which they engage in any of 
such activities. 

(4) Any person not registered as an importer, manufacturer, producer, or compounder who obtains 
and uses marihuana in a laboratory for the purpose of research, instruction, or analysis, or who 
produces marihuana for any such purpose, $1 per year, or fraction thereof, during which he engages 
in such activities. 

(5) Any person who is not a physician, dentist, veterinary surgeon, or other practitioner and who 
deals in, dispenses, or gives away marihuana, $3 per year: Provided, That any person who has regis-
tered and paid the special tax as an importer, manufacturer, compounder, or producer, as required 
by subdivisions ( 1 ) and (2) of this subsection, may deal in, dispense, or give away marihuana 
imported, manufactured, compounded, or produced by him without further payment of the tax 
imposed by this section. 

…

SEC. 5. It shall be unlawful for any person who shall not have paid the special tax and regis-
tered, as required by section 2, to send, ship, carry, transport, or deliver any marihuana within 
any Territory, the District of Columbia, or any insular possession, or from any State, Territory, the 
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District of Columbia, any insular possession of the United States, or the Canal Zone, into any other 
State, Territory, the District of Columbia, or insular possession of the United States: Provided, 
That nothing contained in this section shall apply to any common carrier engaged in transporting 
marihuana; or to any employee of any person who shall have registered and paid the special tax 
as required by section 2 while acting within the scope of his employment; or to any person who 
shall deliver marihuana which has been prescribed or dispensed by a physician, dentist, veterinary 
surgeon, or other practitioner registered under section 2, who has been employed to prescribe for 
the particular patient receiving such marihuana; or to any United States, State, county, municipal, 
District, Territorial, or insular officer or official acting within the scope of his official duties. 

SEC. 6. (a) It shall be unlawful for any person, whether or not required to pay a special tax and register 
under section 2, to transfer marihuana, except in pursuance of a written order of the person to whom 
such marihuana is transferred, on a form to be issued in blank for that purpose by the Secretary. 

…

SEC. 7. (a) There shall be levied, collected, and paid upon all transfers of marihuana which are 
required by section 6 to be carried out in pursuance of written order forms taxes at the following rates: 

(1) Upon each transfer to any person who has paid the special tax and registered under section 2 of 
this Act, $1 per ounce of marihuana or fraction thereof 

(2) Upon each transfer to any person who has not paid the special tax and registered under section 2 
of this Act, $100 per ounce of marihuana or fraction thereof. 

(b) Such tax shall be paid by the transferee at the time of securing each order form and shall be in 
addition to the price of such form. Such transferee shall be liable for the tax imposed by this section 
but in the event that the transfer is made in violation of section 6 without an order form and without 
payment of the transfer tax imposed by this section, the transferor shall also be liable for such tax. 

(c) Payment of the tax herein provided shall be represented by appropriate stamps to be provided by 
the Secretary and said stamps shall be affixed by the collector or his representative to the original 
order form. 

(d) All provisions of law relating to the engraving, issuance, sale, accountability, cancelation, and 
destruction of tax-paid stamps provided for in the internal-revenue laws shall, insofar as applicable and 
not inconsistent with this Act, be extended and made to apply to stamps provided for in this section. 

…

SEC. 12. Any person who is convicted of a violation of any provision of this Act shall be fined not 
more than $2,000 or imprisoned not more than five years, or both, in the discretion of the court. 
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2014 Farm Bill

SEC. 7606. LEGITIMACY OF INDUSTRIAL HEMP RESEARCH. 
 (a) In General. --Notwithstanding the Controlled Substances Act (21 
U. S. C. 801 et seq.), the Safe and Drug-Free Schools and Communities Act 
(20 U. S. C. 7101 et seq.), chapter 81 of title 41, United States Code, 
or 
any other Federal law, an institution of higher education (as defined in 
section 101 of the Higher Education Act of 1965 (20 U. S. C. 1001)) or a 
State department of agriculture may grow or cultivate industrial hemp 
if--
 (1) the industrial hemp is grown or cultivated for purposes 
 of research conducted under an agricultural pilot program or 
 other agricultural or academic research; and
 (2) the growing or cultivating of industrial hemp is allowed 
 under the laws of the State in which such institution of higher 
 education or State department of agriculture is located and such 
 research occurs. 
 (b) Definitions. --In this section:
 (1) Agricultural pilot program. --The term ``agricultural 
 pilot program’’ means a pilot program to study the growth, 
 cultivation, or marketing of industrial hemp--
 (A) in States that permit the growth or cultivation 
 of industrial hemp under the laws of the State; and
 (B) in a manner that--
 (i) ensures that only institutions of higher 
 education and State departments of agriculture are 
 used to grow or cultivate industrial hemp;
 (ii) requires that sites used for growing or 
 cultivating industrial hemp in a State be 
 certified by, and registered with, the State 
 department of agriculture; and
 (iii) authorizes State departments of 
 agriculture to promulgate regulations to carry out 
 the pilot program in the States in accordance with 
 the purposes of this section. 
 (2) Industrial hemp. --The term ``industrial hemp’’ means 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. 
 (3) State department of agriculture. --The term ``State 
 department of agriculture’’ means the agency, commission, or 
 department of a State government responsible for agriculture 
 within the State. 

2018 Farm Bill

SEC. 7129. SUPPLEMENTAL AND ALTERNATIVE CROPS; HEMP. 
 Section 1473D of the National Agricultural Research, Extension, and 
Teaching Policy Act of 1977 (7 U. S. C. 3319d) is amended--
 (1) in subsection (a)--
 (A) by striking ”2018” and inserting “2023”’’; and
 (B) by striking ”crops,” and inserting ”crops 
 (including canola),”;
 (2) in subsection (b)--
 (A) by inserting ”for agronomic rotational purposes 
 and as a habitat for honey bees and other pollinators” 
 after “alternative crops”; and
 (B) by striking ``commodities whose” and all that 
 follows through the period at the end and inserting 
 “commodities.”;
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 (3) in subsection (c)(3)(E), by inserting “(including hemp 
 (as defined in section 297A of the Agricultural Marketing Act of 
 1946))” after “material”; and
 (4) in subsection (e)--
 (A) in paragraph (1), by striking ”and” at the 
 end;
 (B) in paragraph (2), by striking the period at the 
 end and inserting”; and”; and
 (C) by adding at the end the following new 
 paragraph:
 “(3) $2,000,000 for each of fiscal years 2019 through 2023.”. 
SEC. 7501. CRITICAL AGRICULTURAL MATERIALS ACT. 
 (a) Hemp Research. --Section 5(b)(9) of the Critical Agricultural 
Materials Act (7 U. S. C. 178c(b)(9)) is amended by inserting “, and 
including hemp (as defined in section 297A of the Agricultural Marketing 
Act of 1946)” after “hydrocarbon-containing plants”. 
 (b) Authorization of Appropriations. --Section 16(a)(2) of the 
Critical Agricultural Materials Act (7 U. S. C. 178n(a)(2)) is amended by 
striking “2018” and inserting “2023”. 
SEC. 7605. LEGITIMACY OF INDUSTRIAL HEMP RESEARCH. 
 (a) In General. --Section 7606 of the Agricultural Act of 2014 (7 
U. S. C. 5940) is amended--
 (1) by redesignating subsections (a) and (b) as subsections 
 (b) and (a), respectively, and moving the subsections so as to 
 appear in alphabetical order;
 (2) in subsection (a) (as so redesignated)--
 (A) by redesignating paragraph (3) as paragraph (4); 
 and
 (B) by inserting after paragraph (2) the following:
 “3) State. --The term `State’ has the meaning given such 
 term in section 297A of the Agricultural Marketing Act of 
 1946.”;
 (3) in subsection (b) (as so redesignated), in the 
 subsection heading, by striking “In General” and inserting 
 ``Industrial Hemp Research”; and
 (4) by adding at the end the following:
 ”(c) Study and Report. --
 “(1) In general. --The Secretary shall conduct a study of 
 agricultural pilot programs--
 “(A) to determine the economic viability of the 
 domestic production and sale of industrial hemp; and
 “(B) that shall include a review of--
 “(i) each agricultural pilot program; and
 “(ii) any other agricultural or academic 
 research relating to industrial hemp. 
 “(2) Report. --Not later than 12 months after the date of 
 enactment of this subsection, the Secretary shall submit to 
 Congress a report describing the results of the study conducted 
 under paragraph (1).”. 
 (b) <<NOTE: 7 USC 5940 note.>> Repeal. --Effective on the date that 
is 1 year after the date on which the Secretary establishes a plan under 
section 297C of the Agricultural Marketing Act of 1946, section 7606 of 
the Agricultural Act of 2014 (7 U.S.C. 5940) is repealed. 
SEC. 10113. HEMP PRODUCTION. 
 The Agricultural Marketing Act of 1946 (7 U.S.C. 1621 et seq.) is 
amended by adding at the end the following:
 ”Subtitle G--Hemp Production
“SEC. 297A. <<NOTE: 7 USC 1639o.>> DEFINITIONS. 
 “In this subtitle:
 “(1) Hemp. --The term `hemp’ means the plant Cannabis sativa 
 L. and any part of that plant, including the seeds thereof and 
 all derivatives, extracts, cannabinoids, isomers, acids, salts, 



70 
Economic Viability of Industrial Hemp in the United States: A Review of State Pilot Programs, EIB-217

USDA, Economic Research Service

 and salts of isomers, whether growing or not, with a delta-9 
 tetrahydrocannabinol concentration of not more than 0.3 percent 
 on a dry weight basis. 
 “(2) Indian tribe. --The term `Indian tribe’ has the meaning 
 given the term in section 4 of the Indian Self-Determination and 
 Education Assistance Act (25 U.S.C. 5304). 
 “(3) Secretary. --The term `Secretary’ means the Secretary 
 of Agriculture. 
 “(4) State. --The term `State’ means--
 “(A) a State;
 “(B) the District of Columbia;
 “(C) the Commonwealth of Puerto Rico; and
 “(D) any other territory or possession of the 
 United States. 
 “(5) State department of agriculture. --The term `State 
 department of agriculture’ means the agency, commission, or 
 department of a State government responsible for agriculture in 
 the State. 
 “(6) Tribal government. --The term `Tribal government’ means 
 the governing body of an Indian tribe. 
“SEC. 297B. <<NOTE: 7 USC 1639p.>> STATE AND TRIBAL PLANS. 
 “(a) Submission. --
 “(1) In general. --A State or Indian tribe desiring to have 
 primary regulatory authority over the production of hemp in the 
 State or territory of the Indian tribe shall submit to the 
 Secretary, through the State department of agriculture (in 
 consultation with the Governor and chief law enforcement officer 
 of the State) or the Tribal government, as applicable, a plan 
 under which the State or Indian tribe monitors and regulates 
 that production as described in paragraph (2). 
 “(2) Contents. --A State or Tribal plan referred to in 
 paragraph (1)--
 “(A) shall only be required to include--
 “(i) a practice to maintain relevant 
 information regarding land on which hemp is 
 produced in the State or territory of the Indian 
 tribe, including a legal description of the land, 
 for a period of not less than 3 calendar years;
 “(ii) a procedure for testing, using post-
 decarboxylation or other similarly reliable 
 methods, delta-9 tetrahydrocannabinol 
 concentration levels of hemp produced in the State 
 or territory of the Indian tribe;
 “(iii) a procedure for the effective disposal 
 of--
 “(I) plants, whether growing or 
 not, that are produced in violation of 
 this subtitle; and
 “(II) products derived from those 
 plants;
 “(iv) a procedure to comply with the 
 enforcement procedures under subsection (e);
 “(v) a procedure for conducting annual 
 inspections of, at a minimum, a random sample of 
 hemp producers to verify that hemp is not produced 
 in violation of this subtitle;
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 “(vi) a procedure for submitting the 
 information described in section 297C(d)(2), as 
 applicable, to the Secretary not more than 30 days 
 after the date on which the information is 
 received; and
 “(vii) a certification that the State or 
 Indian tribe has the resources and personnel to 
 carry out the practices and procedures described 
 in clauses (i) through (vi); and
 “(B) may include any other practice or procedure 
 established by a State or Indian tribe, as applicable, 
 to the extent that the practice or procedure is 
 consistent with this subtitle. 
 “(3) Relation to state and tribal law. --
 “(A) No preemption. --Nothing in this subsection 
 preempts or limits any law of a State or Indian tribe 
 that--
 “(i) regulates the production of hemp; and
 “(ii) is more stringent than this subtitle. 
 “(B) References in plans. --A State or Tribal plan 
 referred to in paragraph (1) may include a reference to 
 a law of the State or Indian tribe regulating the 
 production of hemp, to the extent that law is consistent 
 with this subtitle. 
 “(b) Approval. --
 “(1) In general. --Not later than 60 days after receipt of a 
 State or Tribal plan under subsection (a), the Secretary shall--
 “(A) approve the State or Tribal plan if the State 
 or Tribal plan complies with subsection (a); or
 “(B) disapprove the State or Tribal plan only if 
 the State or Tribal plan does not comply with subsection 
 (a). 
 “(2) Amended plans. --If the Secretary disapproves a State 
 or Tribal plan under paragraph (1)(B), the State, through the 
 State department of agriculture (in consultation with the 
 Governor and chief law enforcement officer of the State) or the 
 Tribal government, as applicable, may submit to the Secretary an 
 amended State or Tribal plan that complies with subsection (a). 
 “(3) Consultation. --The Secretary shall consult with the 
 Attorney General in carrying out this subsection. 
 “(c) Audit of State Compliance. --
 “(1) In general. --The Secretary may conduct an audit of the 
 compliance of a State or Indian tribe with a State or Tribal 
 plan approved under subsection (b). 
 “(2) Noncompliance. --If the Secretary determines under an 
 audit conducted under paragraph (1) that a State or Indian tribe 
 is not materially in compliance with a State or Tribal plan--
 “(A) the Secretary shall collaborate with the State 
 or Indian tribe to develop a corrective action plan in 
 the case of a first instance of noncompliance; and
 “(B) the Secretary may revoke approval of the State 
 or Tribal plan in the case of a second or subsequent 
 instance of noncompliance. 
 “(d) Technical Assistance. --The Secretary may provide technical 
assistance to a State or Indian tribe in the development of a State or 
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Tribal plan under subsection (a). 
 “(e) Violations. --
 “(1) In general. --A violation of a State or Tribal plan 
 approved under subsection (b) shall be subject to enforcement 
 solely in accordance with this subsection. 
 “(2) Negligent violation. --
 “(A) In general. --A hemp producer in a State or the 
 territory of an Indian tribe for which a State or Tribal 
 plan is approved under subsection (b) shall be subject 
 to subparagraph (B) of this paragraph if the State 
 department of agriculture or Tribal government, as 
 applicable, determines that the hemp producer has 
 negligently violated the State or Tribal plan, including 
 by negligently--
 “(i) failing to provide a legal description 
 of land on which the producer produces hemp;
 “(ii) failing to obtain a license or other 
 required authorization from the State department 
 of agriculture or Tribal government, as 
 applicable; or
 “(iii) producing Cannabis sativa L. with a 
 delta-9 tetrahydrocannabinol concentration of more 
 than 0. 3 percent on a dry weight basis. 
 “(B) Corrective action plan. --A hemp producer 
 described in subparagraph (A) shall comply with a plan 
 established by the State department of agriculture or 
 Tribal government, as applicable, to correct the 
 negligent violation, including--
 “(i) a reasonable date by which the hemp 
 producer shall correct the negligent violation; 
 and
 “(ii) a requirement that the hemp producer 
 shall periodically report to the State department 
 of agriculture or Tribal government, as 
 applicable, on the compliance of the hemp producer 
 with the State or Tribal plan for a period of not 
 less than the next 2 calendar years. 
 “(C) Result of negligent violation. --A hemp 
 producer that negligently violates a State or Tribal 
 plan under subparagraph (A) shall not as a result of 
 that violation be subject to any criminal enforcement 
 action by the Federal Government or any State 
 government, Tribal government, or local government. 
 “(D) Repeat violations. --A hemp producer that 
 negligently violates a State or Tribal plan under 
 subparagraph (A) 3 times in a 5-year period shall be 
 ineligible to produce hemp for a period of 5 years 
 beginning on the date of the third violation. 
 “(3) Other violations. --
 “(A) In general. --If the State department of 
 agriculture or Tribal government in a State or the 
 territory of an Indian tribe for which a State or Tribal 
 plan is approved under subsection (b), as applicable, 
 determines that a hemp producer in the State or 
 territory has violated the State or Tribal plan with a 
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 culpable mental state greater than negligence--
 “(i) the State department of agriculture or 
 Tribal government, as applicable, shall 
 immediately report the hemp producer to--
 “(I) the Attorney General; and
 “(II) the chief law enforcement 
 officer of the State or Indian tribe, as 
 applicable; and
 “(ii) paragraph (1) of this subsection shall 
 not apply to the violation. 
 “(B) Felony. --
 “(i) In general. --Except as provided in 
 clause (ii), any person convicted of a felony 
 relating to a controlled substance under State or 
 Federal law before, on, or after the date of 
 enactment of this subtitle shall be ineligible, 
 during the 10-year period following the date of 
 the conviction--
 “(I) to participate in the program 
 established under this section or 
 section 297C; and
 “(II) to produce hemp under any 
 regulations or guidelines issued under 
 section 297D(a). 
 “(ii) Exception. --Clause (i) shall not apply 
 to any person growing hemp lawfully with a 
 license, registration, or authorization under a 
 pilot program authorized by section 7606 of the 
 Agricultural Act of 2014 (7 U. S. C. 5940) before 
 the date of enactment of this subtitle. 
 “(C) False statement. --Any person who materially 
 falsifies any information contained in an application to 
 participate in the program established under this 
 section shall be ineligible to participate in that 
 program. 
 “(f) Effect. --Nothing in this section prohibits the production of 
hemp in a State or the territory of an Indian tribe--
 “(1) for which a State or Tribal plan is not approved under 
 this section, if the production of hemp is in accordance with 
 section 297C or other Federal laws (including regulations); and
 “(2) if the production of hemp is not otherwise prohibited 
 by the State or Indian tribe.
 
“SEC. 297C. <<NOTE: 7 USC 1639q.>> DEPARTMENT OF AGRICULTURE. 
 “(a) Department of Agriculture Plan. --
 “(1) In general. --In the case of a State or Indian tribe 
 for which a State or Tribal plan is not approved under section 
 297B, the production of hemp in that State or the territory of 
 that Indian tribe shall be subject to a plan established by the 
 Secretary to monitor and regulate that production in accordance 
 with paragraph (2). 
 “(2) Content. --A plan established by the Secretary under 
 paragraph (1) shall include--
 “(A) a practice to maintain relevant information 
 regarding land on which hemp is produced in the State or 



74 
Economic Viability of Industrial Hemp in the United States: A Review of State Pilot Programs, EIB-217

USDA, Economic Research Service

 territory of the Indian tribe, including a legal 
 description of the land, for a period of not less than 3 
 calendar years;
 “(B) a procedure for testing, using post-
 decarboxylation or other similarly reliable methods, 
 delta-9 tetrahydrocannabinol concentration levels of 
 hemp produced in the State or territory of the Indian 
 tribe;
 “(C) a procedure for the effective disposal of--
 “(i) plants, whether growing or not, that are 
 produced in violation of this subtitle; and
 “(ii) products derived from those plants;
 “(D) a procedure to comply with the enforcement 
 procedures under subsection (c)(2);
 “(E) a procedure for conducting annual inspections 
 of, at a minimum, a random sample of hemp producers to 
 verify that hemp is not produced in violation of this 
 subtitle; and
 “(F) such other practices or procedures as the 
 Secretary considers to be appropriate, to the extent 
 that the practice or procedure is consistent with this 
 subtitle. 
 “(b) Licensing. --The Secretary shall establish a procedure to issue 
licenses to hemp producers in accordance with a plan established under 
subsection (a). 
 “(c) Violations. --
 “(1) In general. --In the case of a State or Indian tribe 
 for which a State or Tribal plan is not approved under section 
 297B, it shall be unlawful to produce hemp in that State or the 
 territory of that Indian tribe without a license issued by the 
 Secretary under subsection (b). 
 “(2) Negligent and other violations. --A violation of a plan 
 established under subsection (a) shall be subject to enforcement 
 in accordance with paragraphs (2) and (3) of section 297B(e), 
 except that the Secretary shall carry out that enforcement 
 instead of a State department of agriculture or Tribal 
 government. 
 “(3) Reporting to attorney general. --In the case of a State 
 or Indian tribe covered by paragraph (1), the Secretary shall 
 report the production of hemp without a license issued by the 
 Secretary under subsection (b) to the Attorney General. 
 “(d) Information Sharing for Law Enforcement. --
 “(1) In general. --The Secretary shall--
 “(A) collect the information described in paragraph 
 (2); and
 “(B) make the information collected under 
 subparagraph (A) accessible in real time to Federal, 
 State, territorial, and local law enforcement. 
 “(2) Content. --The information collected by the Secretary 
 under paragraph (1) shall include--
 “(A) contact information for each hemp producer in 
 a State or the territory of an Indian tribe for which--
 “(i) a State or Tribal plan is approved under 
 section 297B(b); or
 “(ii) a plan is established by the Secretary 
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 under this section;
 “(B) a legal description of the land on which hemp 
 is grown by each hemp producer described in subparagraph 
 (A); and
 “(C) for each hemp producer described in 
 subparagraph (A)--
 “(i) the status of--
 “(I) a license or other required 
 authorization from the State department 
 of agriculture or Tribal government, as 
 applicable; or
 “(II) a license from the Secretary; 
 and
 ``(ii) any changes to the status. 
“SEC. 297D. <<NOTE: 7 USC 1639r.>> REGULATIONS AND GUIDELINES; 
 EFFECT ON OTHER LAW. 
 “(a) Promulgation of Regulations and Guidelines; Report. --
 “(1) Regulations and guidelines. --
 “(A) In general. --The Secretary shall promulgate 
 regulations and guidelines to implement this subtitle as 
 expeditiously as practicable. 
 “(B) Consultation with attorney general. --The 
 Secretary shall consult with the Attorney General on the 
 promulgation of regulations and guidelines under 
 subparagraph (A). 
 “(2) Report. --The Secretary shall annually submit to the 
 Committee on Agriculture of the House of Representatives and the 
 Committee on Agriculture, Nutrition, and Forestry of the Senate 
 a report containing updates on the implementation of this 
 subtitle. 
 “(b) Authority. --Subject to subsection (c)(3)(B), the Secretary 
shall have sole authority to promulgate Federal regulations and 
guidelines that relate to the production of hemp, including Federal 
regulations and guidelines that relate to the implementation of sections 
297B and 297C. 
 “(c) Effect on Other Law. --Nothing in this subtitle shall affect or 
modify--
 “(1) the Federal Food, Drug, and Cosmetic Act (21 U. S. C. 
 301 et seq.);
 “(2) section 351 of the Public Health Service Act (42 
 U. S. C. 262); or
 “(3) the authority of the Commissioner of Food and Drugs 
 and the Secretary of Health and Human Services--
 “(A) under--
 “(i) the Federal Food, Drug, and Cosmetic Act 
 (21 U. S. C. 301 et seq.); or
 “(ii) section 351 of the Public Health 
 Service Act (42 U. S. C. 262); or
 “(B) to promulgate Federal regulations and 
 guidelines that relate to the production of hemp under 
 the Act described in subparagraph (A)(i) or the section 
 described in subparagraph (A)(ii). 
``SEC. 297E. <<NOTE: 7 USC 1639s.>> AUTHORIZATION OF 
 APPROPRIATIONS. 
 “There are authorized to be appropriated such sums as are necessary 
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to carry out this subtitle.”. 
SEC. 10114. <<NOTE: 7 USC 1639o note.>> INTERSTATE COMMERCE. 
 (a) Rule of Construction. --Nothing in this title or an amendment 
made by this title prohibits the interstate commerce of hemp (as defined 
in section 297A of the Agricultural Marketing Act of 1946 (as added by 
section 10113)) or hemp products. 
 (b) Transportation of Hemp and Hemp Products. --No State or Indian 
Tribe shall prohibit the transportation or shipment of hemp or hemp 
products produced in accordance with subtitle G of the Agricultural 
Marketing Act of 1946 (as added by section 10113) through the State or 
the territory of the Indian Tribe, as applicable. 
TITLE XI--CROP INSURANCE
SEC. 11101. DEFINITIONS. 
 Section 502(b) of the Federal Crop Insurance Act (7 U.S.C. 1502(b)) 
is amended--
 (1) by redesignating paragraphs (6), (7), (8), (9), (10), 
 and (11) as paragraphs (7), (8), (10), (11), (12), and (13) 
 respectively;
 (2) by inserting after paragraph (5) the following:
 “(6) Cover crop termination. --The term `cover crop 
 termination’ means a practice that historically and under 
 reasonable circumstances results in the termination of the 
 growth of a cover crop.”; and
 (3) by inserting after paragraph (8) (as so redesignated) 
 the following:
 “(9) Hemp. --The term `hemp’ has the meaning given the term 
 in section 297A of the Agricultural Marketing Act of 1946.”. 
SEC. 11106. INSURANCE PERIOD. 
 Section 508(a)(2) of the Federal Crop Insurance Act (7 U. S. C. 
1508(a)(2)) is amended by striking “and sweet potatoes” and inserting 
”sweet potatoes, and hemp”. 
SEC. 11113. SUBMISSION OF POLICIES AND MATERIALS TO BOARD. 
 Section 508(h) of the Federal Crop Insurance Act (7 U.S.C. 1508(h)) 
is amended--
 (1) in paragraph (1)(B)--
 (A) by redesignating clauses (i) through (iii) as 
 subclauses (I) through (III), respectively, and 
 indenting appropriately;
 (B) in the matter preceding subclause (I) (as so 
 redesignated), by striking ``The Corporation shall” and 
 inserting the following:
 “(i) In general. --The Corporation shall”;
 (C) in clause (i)(I) (as so redesignated), by 
 inserting “subject to clause (ii),” before “will 
 likely”; and
 (D) by adding at the end the following:
 “(ii) Waiver for hemp. --The Corporation may 
 waive the viability and marketability requirement 
 under clause (i)(I) in the case of a policy or 
 pilot program relating to the production of 
 hemp.”; and
 (2) in paragraph (3)(C)--
 (A) in clause (ii), by striking “and” at the end;
 (B) in clause (iii), by striking the period at the 
 end and inserting ”; and”; and
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 (C) by adding at the end the following:
 “(iv) in the case of reviewing policies and 
 other materials relating to the production of 
 hemp, may waive the viability and marketability 
 requirement under subparagraph (A)(ii)(I).”
SEC. 11119. AGRICULTURAL COMMODITY. 
 Section 518 of the Federal Crop Insurance Act (7 U. S. C. 1518) is 
amended by inserting “hemp,” before “aquacultural species”. 
SEC. 11121. REIMBURSEMENT OF RESEARCH, DEVELOPMENT, AND 
 MAINTENANCE COSTS. 
 Section 522(b) of the Federal Crop Insurance Act (7 U. S. C. 1522(b)) 
is amended--
 (1) in paragraph (2), by adding at the end the following:
 “(K) Waiver for hemp. --The Board may waive the 
 viability and marketability requirements under this 
 paragraph in the case of research and development 
 relating to a policy to insure the production of 
 hemp.”; and
 (2) in paragraph (3)--
 (A) by striking “The Corporation” and inserting 
 the following:
 “(A) In general. --Subject to subparagraph (B), the 
 Corporation”; and
 (B) by adding at the end the following:
 “(B) Waiver for hemp. --The Corporation may waive 
 the marketability requirement under subparagraph (A) in 
 the case of research and development relating to a 
 policy to insure the production of hemp.“. 
SEC. 12619. CONFORMING CHANGES TO CONTROLLED SUBSTANCES ACT. 
 (a) In General. --Section 102(16) of the Controlled Substances Act 
(21 U.S.C. 802(16)) is amended--
 (1) by striking “(16) The “and inserting ”(16)(A) Subject 
 to subparagraph (B), the”; and
 (2) by striking “Such term does not include the” and 
 inserting the following:
 ”(B) The term `marihuana’ does not include--
 “(i) hemp, as defined in section 297A of the Agricultural 
 Marketing Act of 1946; or
 “(ii) the”. 
 (b) Tetrahydrocannabinol. --Schedule I, as set forth in section 
202(c) of the Controlled Substances Act (21 U.S.C. 812(c)), is amended 
in subsection (c)(17) by inserting after ”Tetrahydrocannabinols” the 
following: ”, except for tetrahydrocannabinols in hemp (as defined 
under section 297A of the Agricultural Marketing Act of 1946)”. 
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