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Introduction 
Alberta is a key leader of growing industrial hemp in Canada. Data from Health Canada shows 

that in 2018, Alberta topped the nation with approximately 39 per cent of acreage licensed for the 

cultivation of industrial hemp (12,141.94 hectares or 30,003 acres). Saskatchewan followed with 

35 per cent (10,975.44 hectares or 27,120 acres) and Manitoba came third with 15 per cent 

(4,673.61 hectares or 11,549 acres). Figure 1 shows the trend in licensed acreage for selected 

provinces from 1998 to 2018.  

Figure 1: Hemp Licensed Acreage in Canada by Selected Provinces, 1998-2018  

 

 

Source: Health Canada 

As shown in Figure 1, there has been an upward trend in acreage licensed for growing industrial 

hemp in Canada over the past 10 years. This is buoyed by the inherent profitability in cultivating 

hemp and a steady increase in the development of many small businesses engaged in developing 

new products and marketing these products as well. This report is an update of the previous cost 

of production study completed for Alberta in 2015. It provides a summary of the 2017-2018 cost of 

production for industrial hemp seed grown in Alberta. 
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From January to March 2019, about 13 Alberta hemp growers were contacted to collect their cost 

of production information for the 2017 and 2018 production years. A total of 3,527 acres across 

the province, representing about nine per cent of the average hemp acreage licensed by Health 

Canada in 2017 and 2018, was surveyed. Out of this total, 1,644 acres (seven fields) were on 

irrigated land and the remaining 1,883 acres (six fields) were on dryland.  

The raw data obtained was reviewed for information gaps before being entered into the computer 

for analysis. After the data analysis was completed, individual business analysis reports were 

mailed to the growers who participated for their review and feedback. This was followed by 

telephone calls to some of the growers to confirm the accuracy of the numbers before finalizing 

the group averages contained in this report.  

Tables 1 and 2 show the estimated cost of production benchmarks for dryland and irrigated hemp 

seed grown in Alberta. The costs and returns are blended or weighted averages expressed on a 

per acre or per pound basis for 2017 and 2018. Readers are advised to note that benchmarks do 

not suggest that all producers in a region have the same “average costs”, so application of these 

averages to individual situations requires caution. In fact, significant farm-to-farm variation is 

normal.  

 

Gross Return 
As shown in Table 1, the average area cropped by the dryland growers surveyed was 

approximately 314 acres. Their average yield was estimated at approximately 882 pounds per 

acre. With a price of $0.61 per pound, average gross return including miscellaneous and other 

receipts, was estimated at $547 per acre or $0.62 per pound of hemp seed produced. Concerning 

hemp seed grown on irrigated land (Table 2), the average area cropped by growers was estimated 

at approximately 235 acres. Average yield for hemp grown on irrigated land was estimated at 

approximately 1,959 pounds per acre, 122 per cent higher compared to dryland. With a price of 

$0.61 per pound, average gross return including miscellaneous and other receipts for irrigated 

hemp amounted to $1,195 per acre, 119 per cent higher compared to dryland.  

Revenue from hemp straw was not reported because the farmers indicated that their 2017 

production is still on the farm. On average, they reported a price of $50 per bale.  

 

Total Production Costs 
Total production costs for hemp seed grown on dryland was estimated at $416 per acre or $0.47 

per pound of hemp seed produced (Table 1). Of this, approximately 69 per cent were variable 

costs and the remaining 31 per cent were capital or fixed costs. The corresponding costs for hemp 

seed grown on irrigated land was estimated at $751 per acre or $0.38 per pound (Table 2). Of this, 

approximately 64 per cent were variable costs and the remaining 36 per cent were capital or fixed 

costs.  
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Seed, fertilizer and chemicals accounted for a significant portion of the operating expenses of 

growers. For example, it was approximately $170 per acre for dryland farmers and $200 per acre 

for growers on irrigated land. For dryland, this translates to about 41 per cent of total production 

costs or 47 per cent of total cash costs. Similarly, under irrigation this translates to about 

27 per cent of total production costs or 33 per cent of total cash costs. Total cash costs represent 

all out-of-pocket expenses incurred during the production period. It does not include costs 

associated with operator and family labour and depreciation for buildings and equipment.  

Figure 2 shows a graphical presentation of the total production costs per acre for hemp seed 

grown on both dryland and irrigated land. 

Figure 2: Breakdown of Hemp Seed Total Production Costs, 2017-2018 

 

As shown in Figure 2, expenses associated with testing for delta-9-tetrahydrocannabinol (THC) 

was higher for irrigated compared to dryland. This is due to the different mix of hemp varieties 

cultivated by the growers. Growers licensed to cultivate industrial hemp are required to have their 

crops sampled and tested for the THC concentration, unless the variety being cultivated is an 

exempted cultivar listed on Health Canada's List of Approved Cultivars (LOAC).  

As of October 17, 2018, field sampling and testing for THC is required for the holder of a licence 

that authorizes cultivation of industrial hemp for seed as per subsection 29(1) of the “Industrial 

Hemp Regulations1”. THC testing is also required for plant breeding and the inclusion of an 

                                                      

1 https://www.canada.ca/en/health-canada/services/drugs-medication/cannabis/producing-selling-hemp/commercial-
licence/list-approved-cultivars-cannabis-sativa.html 
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industrial hemp variety on the List of Approved Cultivars. No varieties are exempt from THC 

testing requirements. 

Capital costs (fixed overhead costs incurred regardless of the size of enterprise) shown on 

Figure 2 include equipment and building depreciation and other capital costs. Other capital costs 

include cash paid on rented land, taxes, water rates, insurance, lease payments and paid capital 

interest. 

Net Returns (Management Indicators) 
Section (F) on Tables 1 and 2 presents the net returns (gross margin, returns to unpaid labour, 

investment and equity) for both dryland and irrigated hemp seed respectively. These net returns or 

management indicators show the economic viability or profitability of growing industrial hemp in 

Alberta. The following procedures were used to calculate the net returns or management 

indicators. 

Gross Margin 

Gross margin is the difference between gross return and total cash costs. Average gross margin 

for irrigated land was estimated at $581 per acre or $0.30 per pound of seed produced (Table 2). 

This was approximately 208 per cent higher compared to the $188 per acre or $0.21 per pound of 

seed produced on dryland (Table 1).  

Return to Unpaid Labour 

Return to unpaid labour is gross return less total production costs other than costs imputed for 

unpaid family and operator labour. As shown on Table 1, return to unpaid labour for dryland was 

estimated at $156 per acre or $0.18 per pound of seed produced. Return to unpaid labour for 

hemp seed grown on irrigated land was estimated at $462 per acre or $0.24 per pound (Table 2).   

Return to Investment 

Return to investment is gross return less total production costs with the exception of interest 

payments on capital spending. This reflects the dollar or per cent return to the total value of 

assets. As shown on Table 1, return to investment for dryland was positive at $134 per acre or 

$0.15 per pound. Return to investment for hemp seed grown on irrigated land was also positive at 

$458 per acre or $0.23 per pound (Table 2).   

Return to Equity 

Return to equity is gross return less total production costs (including all capital costs). Return to 

equity for dryland and irrigated were positive at $131 per acre or $0.15 per pound and $444 per 

acre or 0.23 per pound respectively (Tables 1 and 2). 
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Conclusion and Concerns of Interest 
Compared to the 2015 cost of production results, the net returns above are low. This is due to the 

price of conventional hemp seed that declined by about 20 cents per pound in 2018. According to 

the Canadian Hemp Trade Alliance, overproduction in 2017 as well as a decline in export demand 

from South Korea is the cause for this price decline. Some growers speculate that hemp seed 

prices will continue to face downward pressure because China has started shipping hemp seed 

into South Korea and growing industrial hemp is now federally legal in the United States.  

Regardless of the price drop on the conventional side, growing industrial hemp is still profitable. It 

is important to note that on the organic side, things are a bit different. Organic hemp seed prices 

have not been affected.  

Hemp is an emerging crop and as such is subject to fluctuation in markets, which will affect 

contract prices and terms from year to year. It is of high importance for growers to develop 

relationships with buyers in order to better understand their business strategies and to read all 

entries in contracts, as they do change from year to year, even with the same company. Some 

growers via telephone conversation reported that their 2017 conventional production, contracted at 

a higher price relative to the price in 2018, is still in the bin and they are not being paid extra for 

storage.  

On August 10, 2018, Health Canada made a revision to Section 56 of the “Controlled Drugs and 

Substances Act” (CDSA) to allow whole plant harvest (including the flowering heads, branches 

and leaves) of industrial hemp for the 2018 crop, which was previously not permitted. Based on 

this revision, farmers can immediately start researching the most efficient and economic ways to 

capture the full value of the hemp plant, and storing this material until it can be sold under the new 

“Cannabis Act”, which came into force October 17, 2018. 

The Canadian Hemp Trade Alliance is initiating applications with the Canadian Food Inspection 

Agency (CFIA) to register hemp seed (and its derivatives) as livestock feed in Canada. This will 

create a significant cash market for seed and processed products and will reduce risks to 

Canadian hemp producers and processors. 
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Table 1: Dryland Hemp Seed Cost of Production in Alberta, 2017-2018 

Acreage Cropped (Acres) 313.83

Number of Fields (Enterprises)                  6 

Yield Per Acre (Pound)         882.26 

Expected Market Price Per Pound $0.61

$ / Acre $ / Pound % to Total

A. GROSS RETURN

Crop Sales 538.18 0.61 98%

Crop Insurance Receipts 6.16 1%

Miscellaneous Receipts 2.24 0%

GROSS RETURN 546.58 0.62 100%

B. VARIABLE COSTS

Seed 66.62 16%

Fertilizer                                   84.92 20%

Chemicals 18.12 4%

Hail / Crop Insurance 12.39 3%

Trucking 5.70 1%

Machine Fuel (Net of Rebate) 13.54 3%

Irrigation Fuel 0.00 0%

Repairs - Machinery 20.17 5%

Repairs - Buildings 1.24 0%

Utilities 4.28 1%

THC Analysis Fee 1.59 0%

Other Fees and Miscellaneous Expense 15.01 4%

Custom Work and Specialized Labour 6.50 2%

Operating Interest Paid 2.78 1%

Paid Labour and Benefits                   8.84 2%

Unpaid Family and Operator Labour                                  25.27 0.03 6%

TOTAL VARIABLE COSTS 286.98 0.33 69%

 C. CAPITAL COSTS

Cash Rent / Crop Share 70.15 17%

Taxes, Water Rates, Insurance 11.15 3%

Equipment / Building Depreciation 32.54 0.04 8%

Lease Payments 11.98 0.00 3%

Paid Capital Interest 3.19 0.00 1%

TOTAL CAPITAL COSTS 129.00 0.15 31%

D. TOTAL CASH COSTS (B+C - Unpaid Labour - Depreciation) 358.17 0.41 86%

E. TOTAL PRODUCTION COSTS (B+C) 415.98 0.47 100%

F. NET RETURNS

Gross Margin (A-D) 188.41 0.21

Return to Unpaid Labour (A-E + Unpaid Operator Labour) 155.87 0.18

Return to Investment (A-E + Paid Capital Interest) 133.78 0.15

Return to Equity (A-E) 130.60 0.15

INVESTMENT

Land 928.84

Buildings 166.40

Machinery 247.80

Irrigation Machinery 0.00

TOTAL 1,343.04

Dryland Hemp Seed Group Average: 2017-2018
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Table 2: Irrigated Hemp Seed Cost of Production in Alberta, 2017-2018  

 

Acreage Cropped (Acres) 234.79

Number of Fields (Enterprises)                     7 

Yield Per Acre (Pound)         1,959.20 

Expected Market Price Per Pound $0.61

$ / Acre $ / Pound % to Total

A. GROSS RETURN

Crop Sales 1,195.11 0.61 100%

Crop Insurance Receipts 0.00 0%

Miscellaneous Receipts 0.02 0%

GROSS RETURN 1195.13 0.61 100%

B. VARIABLE COSTS

Seed 71.61 10%

Fertilizer                                   102.06 14%

Chemicals 26.07 3%

Hail / Crop Insurance 45.07 6%

Trucking 15.66 2%

Machine Fuel (Net of Rebate) 21.99 3%

Irrigation Fuel 38.67 5%

Repairs - Machinery 37.62 5%

Repairs - Buildings 3.05 0%

Utilities 6.19 1%

THC Analysis Fee 2.19 0%

Other Fees and Miscellaneous Expense 27.94 4%

Custom Work and Specialized Labour 37.63 5%

Operating Interest Paid 0.53 0%

Paid Labour and Benefits                   28.75 4%

Unpaid Family and Operator Labour                                  17.69 0.01 2%

TOTAL VARIABLE COSTS 482.72 0.25 64%

 C. CAPITAL COSTS

Cash Rent / Crop Share 89.76 12%

Taxes, Water Rates, Insurance 45.15 6%

Equipment / Building Depreciation 118.97 0.06 16%

Lease Payments 0.91 0%

Paid Capital Interest 13.50 0.01 2%

TOTAL CAPITAL COSTS 268.29 0.14 36%

D. TOTAL CASH COSTS (B+C - Unpaid Labour - Depreciation) 614.35 0.31 82%

E. TOTAL PRODUCTION COSTS (B+C) 751.01 0.38 100%

F. NET RETURNS

Gross Margin (A-D) 580.78 0.30

Return to Unpaid Labour (A-E + Unpaid Operator Labour) 461.81 0.24

Return to Investment (A-E + Paid Capital Interest) 457.62 0.23

Return to Equity (A-E) 444.12 0.23

INVESTMENT

Land 9,930.33

Buildings 525.53

Machinery 729.85

Irrigation Machinery 314.56

TOTAL 11,500.27

Irrigated Hemp Seed Group Average: 2017-2018


