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Retail Demand Surges, But Minnesota Cannabis
FarmsLag Behind

Minnesota' s Cannabis | ndustry Faces Major Supply Crunch as
Cultivation Strugglesto Keep Up With Retail Demand

Retailers Struggle to Keep Shelves Stocked Amid Limited Supply

More than ayear after Minnesota legalized recreational marijuana, the state’ s cannabis retailers are still
scrambling to fill their shelves. Despite the strong demand from consumers eager to buy legal products,
cultivation within the state remains well behind what is needed to meet that appetite.

Eric Taubel, the director of Minnesota' s Office of Cannabis Management, told WCCO that the state currently
has only afraction of the 1.5 million square feet of cultivation canopy required to supply retailers statewide.
The gap between what is grown and what is being sold continues to widen, leaving dispensaries facing bare
shelves and frustrated customers.

Although legalization arrived in the spring of 2023 and non-tribal retail sales began just last month, the
licensing process for cultivators and manufacturers remains amajor bottleneck. Many businesses are still
waiting for state approval before they can even begin production, causing an uneven and slow rollout across
Minnesota' s cannabis supply chain.

Licensing Delays L eave Only Two Active Cultivators Growing Cannabis

The sluggish licensing process has been one of the biggest obstacles facing Minnesota s cannabis market.
According to data from the Office of Cannabis Management, only 60 businesses have been fully licensed so
far, while more than 1,400 applicants remain in the queue awaiting final clearance.

Of those currently licensed, most are small microbusinesses that hold a retail endorsement—allowing them to
sell cannabis products—but not necessarily to cultivate large quantities themselves. As of now, only two
licensed cultivatorsin the state are actively growing cannabis plants.

Unfortunately, the plants being cultivated have not yet matured enough to be harvested and distributed to
retail shops. This means dispensaries must continue relying on limited inventory, while customers face
restricted product selections and inconsistent availability.

Microbusinesses and Medical Operators Offer Temporary Relief

While the two licensed cultivators struggle to ramp up production, other potential sources may help ease the
shortage. Thirteen of the state’s 52 licensed microbusinesses hold a cultivation endorsement, which allows
them to grow a smaller number of plants for retail sale within their own operations.



Additionally, Minnesota’ s medical marijuana producers—who have been operating for several years—are
permitted to wholesale their products to adult-use retailers. This policy could help boost short-term supply,
providing dispensaries with at |east some product to offer while larger-scale cultivation expands.

Even with these supplemental sources, the overall production capacity in the state remains severely limited.
The mismatch between consumer demand and available inventory underscores the challenges of transitioning
from legalization to full-scale operation within such a short timeframe.

Tribal Nations Play a Growing Rolein Minnesota’s Cannabis Market

Minnesota' s agreements with tribal nations are also expected to help balance supply and demand. This week,
Governor Tim Walz signed a compact with the Prairie Island Indian Community—one of three tribal nations
now authorized to cultivate and sell cannabis products independently of the state’ s licensing process.

Because tribal nations are recognized as sovereign entities, they can operate cannabis businesses without
direct state approval. The compacts allow them to open up to eight retail locations off of tribal land, in
addition to dispensaries on their reservations.

However, even these tribal operations are facing early supply issues. Cultivation facilities are till in the
development phase, and many tribal dispensaries are experiencing the same scarcity of flower and processed
products as their non-tribal counterparts.

Still, officials see these partnerships as a key part of expanding production and stabilizing the market. As
more tribal compacts are established, the state expects a more distributed and resilient supply chain to take
shape.

Officials Acknowledge a Challenging Phase but Expect Progress Soon

Taubel, speaking on behalf of the Office of Cannabis Management, described this stage of the cannabis
rollout as the most challenging yet. “We're in the early growing pains of legalization,” he explained, noting
that the situation is expected to improve as new cultivators come online and the state clears its backlog of
business applications.

Currently, in addition to the two licensed cultivators, 24 other businesses have received preliminary approval
and are working through the final steps of the licensing process. Once these companies receive their full
permits, Minnesota could see a significant jump in production capacity by mid-2025.

Market analysts predict that by 2026, retail sales could reach as high as $430 million, according to the MJBiz
Factbook. Such projections hinge on how quickly cultivation infrastructure can expand to match the growing
consumer base.

The Road Ahead: Balancing Growth and Regulation

Minnesota' s cannabis industry isin the midst of its most pivotal moment. Policymakers face the delicate task
of ensuring the market expands safely and equitably while meeting the high expectations of consumers who
voted for legalization.

Balancing these priorities requires addressing both regulatory inefficiencies and logistical hurdles. Without a
more streamlined licensing process, the state risks prolonging shortages and hindering the growth of
legitimate businesses—Ileaving room for theillicit market to persist.



Still, optimism remains. Industry leaders believe that with more cultivators breaking ground, partnerships
with tribal operators strengthening, and greater regulatory clarity emerging, Minnesota’ s cannabis market
will begin to stabilize.

The next year will likely determine whether the state can catch up to demand and realize the full economic
potential of itslegal cannabisindustry.
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