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What's Next for Minnesota' s Adult Use Cannabis
Market?

Minnesota’'s Adult-Use CannabisMarket Could Mirror Its Craft
Beer Boom: A Regulatory Framework Aimed at L ocal
Entrepreneurs, Tribal Sovereignty, and Hemp Market Preservation

As Minnesota ventures into the adult-use cannabis market, policymakers and industry advocates envision a
landscape that reflects the state’ s celebrated craft beer industry—one defined by independent, small-scale
producers rather than dominated by multistate operators (M SOs).

Unlike other states that allowed existing medical marijuana businesses to convert licenses for recreationa
use, Minnesota' s approach is deliberately different. Its vision: a craft cannabis culture fueled by
microbusinesses, tribal participation, and a thriving hemp-derived THC sector.

Lawmakers Set the Tone: Prioritizing Local Over Large

In adecisive move that has set the tone for the upcoming recreational market, Minnesota lawmakers barred
the state' s two established medical marijuana companies—Green Thumb Industries and Vireo Growth—from
converting their licenses for adult use. The reason? To prevent large M SOs from gaining an early advantage
and to give local entrepreneurs afair shot.

TheBirth of a Craft Cannabis Culture

To foster alocal-centric market, regulators designed the microbusiness license category to be affordable and
flexible. A $500 application fee, no initial license fee, and a modest $2,000 annual renewa make entry
significantly easier for small businesses compared to other states.

A cannabis microbusiness in Minnesota can cultivate, manufacture, distribute, and sell cannabis, including
lower-potency hemp edibles and hemp-derived products. These entities may even include on-site
consumption lounges, further blending retail and experience-driven business models. Leili Fatehi, principal at
Blunt Strategies—a consulting firm instrumental in shaping the state’ s legalization policies.

Filling the Supply Gap: Microbusinessesand Tribes Takethe Lead

The next step for the state is to begin issuing licenses, starting with those that include cultivation capabilities.
This strategy aims to ensure product supply as the rest of the retail infrastructure develops.

Simultaneously, Minnesota' s 11 federally recognized tribes are poised to play a pivota role. These sovereign
nations are already cultivating and selling cannabis on their reservations. Under tribal compacts—currently
being negotiated—they may be allowed to expand operations off-reservation.



Mitch Chargo, a cannabis law expert with Hinshaw & Culbertson, noted, “Once the first tribe gets their
compact signed, others will come online. The tribes have been growing, manufacturing, and selling on their
sovereign territories and will be able to offer it off the reservation.”

These compacts will define limits on off-reservation grow space and retail locations and are likely to become
crucial components of Minnesota s supply chain.

M SOs Not Completely Sidelined

While the adult-use conversion ban restricts M SOs from entering the recreational market directly, pending
legislation could offer them alimited role. A bill in the works may allow these companies to supply flower or
manufactured products to licensed adult-use businesses.

According to Chargo, “ The state has realized there will be a supply gap.” Allowing MSOs to contribute
behind the scenes could provide atemporary fix while staying true to the goal of keeping the retail and
branding sidein local hands.

Hemp Derived THC Market Maintains Momentum

One of Minnesota’ s most unique featuresis its mature and widely embraced hemp-derived THC market. For
nearly three years, hemp-based THC drinks and edibles—capped at 5 milligrams per serving—have been
available in liquor stores and specialized shops.

Though licenses will now be required for hemp-derived THC manufacturers and retailers, the barrier to entry
remains low compared to cannabis dispensaries. Registration alone previously sufficed, but the state has
moved toward greater oversight.

Interestingly, as the consumer base matures, experts anticipate that frequent users may eventually gravitate
toward the adult-use cannabis market for stronger products, while the hemp market will continue to serve
newcomers and casual users.

Comprehensive Rules Set the Stage

With the Minnesota Office of Cannabis Management having recently published operational rules, the
regulatory foundation is now in place. These rules provide detailed requirements on cultivation plans,
security procedures, labeling, and even transportation protocols.

Chargo emphasized the importance of compliance, stating, “Complying with the rulesis key to ensuring
public health, safety, and welfare as well as promoting transparency within the marijuanaindustry. If you do
things wrong, you don’t get a chance to fix it. You lose your license and your investment.”

Some rules have raised concerns, including the requirement for two individuals to be present in any vehicle
transporting cannabis—an operational detail that may be subject to future amendment or legal challenge.

The Road Ahead: Inclusive, Local, and Regulated

Minnesota' s path to adult-use cannabisis unlike most. By sidelining large multistate operators, empowering
small businesses, preserving hemp-derived products, and embracing tribal sovereignty, the stateistaking a
diversified and community-focused approach.



It'samodel that mirrorsits successful craft beer scene—one built on local pride, diverse flavors, and
regulatory frameworks that favor the underdog.

With the first cultivation licenses on the horizon and a supply chain slowly taking shape, the coming months
will be crucial for entrepreneurs, regulators, and investors alike. If executed effectively, Minnesota could
become a blueprint for inclusive cannabis legalization in the Midwest and beyond.
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