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Introduction   
 

 

The Red River Valley, following the Red River of the North, is 1,360 miles long and has a very high production 

of grains, which makes it the agricultural envy of the world.  

 

The Red River Valley region produces the nation’s finest wheat and barley. Wheat is of such quality that it is 

blended with other wheat produced throughout the country to increase the quality of those grains. Minnesota 

barley is equally exceptional. One of the finest barleys on the continent is produced right here in Red River 

Valley, and the best of those grains are sold as malting barley.   

 

US malting barley production is 

predominantly consumed by American 

brewers accounting for a majority of the 

non-feed barley consumption. Large 

American breweries, like Anheuser-

Busch InBev (AB InBev), MillerCoors, 

and Pabst consume the bulk of 

production. However, in recent years, the 

rise of craft brewing throughout the 

nation increased its share of demand for 

the available supply of malt barley.  Craft 

breweries now consume nearly 20% of 

total malting barley production.  

(The Brewers Association 2019 midyear 

survey measured 4% production growth 

year-over-year for small and independent 

U.S. breweries and given reports in the 

second half of the year, 4% overall 

growth again seems likely for 2019.) 

 

In 2018, craft beer surpassed traditional brewers by 8% of the total U.S. beer production with volume and dollar 

sales reaching record levels. Craft brewers reach consumers by providing unique brews that are packed with 

flavor and malt.  All to say, in 2018, 13.2% of the overall beer market is the craft beer.   The beer market overall 

is down slightly but the craft beer market is up. 

 

Vertical Malt’s market is a four-state area: ND, MN, WI, and SD. The region in 2018 ranked 16th in the US 

market with MN having 178 craft brewers, ND 16, SD 28, and WI 190. (National Brewers Association, 2018) 

 

Craft brewers use approximately 80-90% pale malts or base malts in their brews. Vertical Malt, by 2020, targets 

58,000 tons. The remaining malt needed by craft brewers is classified as specialty malts and is acquired 

domestically or from international markets.  

 

Given the increased popularity of the craft brewing industry, the Minnesota Department of Agriculture (MDA), 

awards grants on both equipment and feasibility studies. MDA believes there is an opportunity to add value to 

Minnesota’s world-renowned barley production through further development of malts within the state. This 

industry analysis report investigates the conduciveness of the current market conditions to develop malting 

facilities in Minnesota.  
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Understanding the Malt Industry  
 

 

Malting is one of the oldest agricultural processes in history.    

 

Malted grains were used in a traditional meal made entirely from germinated wheat dating back to ancient 

times. Perhaps discovered accidentally, products made from germinated grains provide additional flavors 

agreeable to the palate and fermented grains deliver intoxication when consumed.  Malting practices more 

similar to the processes used today can be traced back to ancient times when malt houses were first constructed.  

These malt houses used floor malting and natural draft kilning techniques to produce large quantities of malt 

for brewing and distilling. These practices are still used today, however, the industry has evolved with the 

development of mechanical equipment which decreases labor inputs and produces a more consistent product. 

(https://en.wikipedia.org/wiki/Malt) 

 

Today, malting can be defined as a process whereby grains are made to germinate by soaking in water and are 

then halted from germinating further by drying with hot air. Malting develops the grain’s enzymes which are 

required to modify the starches into sugars. Malting also develops other enzymes that break down the proteins 

in the grain into forms that can be used by yeast. The term "malt" refers to several products of the process: the 

grains to which this process has been applied (for example malted barley), the sugar, heavy in maltose, derived 

from such grains (such as the baker's malt used in various cereals), and a product based on malted milk, similar 

to a malted milkshake. (Wikipedia)  

 

Barley is the primary source of grain used in malting for various applications. Brewing is the primary consumer 

of malted grains throughout the globe followed by distilling. The primary driving factors that determine 

industry profit and management decisions are therefore the price of coarse grains, demand from beverage 

manufacturing, the trade-weighted index, and per capita alcohol consumption. Demand for malts has remained 

relatively even, however, the source of that demand has shifted as domestic lager consumption has decreased 

and craft beer consumption has increased.  

 

The manufacturing or processing of malt requires various inputs that can determine the location of a malting 

facility. The primary input is grain. Maltsters prefer to ship the grain as little as possible due to the 

transportation costs associated with the high weight of the grain. Access to water is also important. Malt houses 

use a large amount of water. A significant volume from a quality water source is imperative in malting and 

wastewater treatment is required. Energy is the final primary input in a malt house’s operations. Large amounts 

of energy are needed to complete the three stages of malting; the largest of these is the kilning stage when 

grains can be exposed to temperatures topping 200 degrees Fahrenheit.   

  

https://en.wikipedia.org/wiki/Malt
http://en.wikipedia.org/wiki/Malt
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Market Analysis  
 

 

This report focuses on the prospect of successfully developing a sustainable mid-sized malting facility in 

Minnesota.   

 

The majority of malted barley in North America is consumed by the brewing industry. Approximately 80% 

of this market is made up of commercial brewers who have largely made the malting industry vertically 

integrated from the seed in the field to the beer in the bottle.  Given that the industry is dominated by 

approximately a dozen facilities and only a handful of companies, this report summarizes the current status of 

the marketplace and the potential for development and addition of a new Minnesota-based Malthouse to the 

market. 

(https://www.brewersassociation.org/attachments/0001/4752/Malting_Barley_Characteristics_For_Craft_Br

ewers.pdf and https://marketmt.com/Portals/129/shared/IDP/docs/MaltingIndustryAnalysis.pdf)  

 

 

Demand – Growth in Brewing and Distilling    

The craft brewing and distilling industry have realized significant growth in Minnesota and across the nation 

in recent years.   

 

The chart below shows the growth in new breweries opening in the US. This upward trend is projected to 

continue. While this growth has not contributed to an overall increase in demand for malt, it has increased 

demand for specialty malts, which are used in higher volumes by craft brewers.   

 

 

(https://www.brewersassociation.org/statistics-and-data/national-beer-stats/) 

  

https://www.brewersassociation.org/attachments/0001/4752/Malting_Barley_Characteristics_For_Craft_Brewers.pdf
https://www.brewersassociation.org/attachments/0001/4752/Malting_Barley_Characteristics_For_Craft_Brewers.pdf
https://marketmt.com/Portals/129/shared/IDP/docs/MaltingIndustryAnalysis.pdf
https://www.brewersassociation.org/statistics-and-data/national-beer-stats/
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Increasing Craft Beer Consumption   

Craft breweries have sprung up everywhere catering to customers who seek distinctive and flavorful beers. 

Statistics from the Brewers Association shows the growth in breweries as having an impact on the market 

place.  The total number of craft breweries has increased from 6,490 in 2017 to 7,846 in 2018. 

(https://www.brewersassociation.org/) 

 

 
(https://www.statista.com/statistics/267549/number-of-operating-craft-breweries-in-the-us/) 

 

 

The Brewers Association supports this data. This means the total number of craft licenses has doubled since 

2016 and similarly all marketing outlets also increased. Other 2018 facts: 

 4% total market share increased in one year 

 Volume share for craft brewers is up 12.2% 

 150,000 jobs in this market 

 13.2% increase in the beer market 
 

  

https://www.brewersassociation.org/
https://www.statista.com/statistics/267549/number-of-operating-craft-breweries-in-the-us/
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The following is from 

(https://www.brewersassociation.org/press-

releases/brewers-association-releases-annual-

growth-report/) 

 

 

 

 
 

 

 

 

 

 

(https://s3-us-west-2.amazonaws.com/brewersassoc/wp-content/uploads/2016/03/Growth-Small_HR_2015-

1.jpg) 

  

https://www.brewersassociation.org/press-releases/brewers-association-releases-annual-growth-report/
https://www.brewersassociation.org/press-releases/brewers-association-releases-annual-growth-report/
https://www.brewersassociation.org/press-releases/brewers-association-releases-annual-growth-report/
https://s3-us-west-2.amazonaws.com/brewersassoc/wp-content/uploads/2016/03/Growth-Small_HR_2015-1.jpg
https://s3-us-west-2.amazonaws.com/brewersassoc/wp-content/uploads/2016/03/Growth-Small_HR_2015-1.jpg


Market Feasibility Study February 2020       8 

 

The impact is highlighted in a 2012 IBISWorld industry report entitled Malt Production in the US  

“The Malt Production industry experienced volatile but positive growth over the past five years. 

Although barley costs were unstable and high, operators raised prices enough to partially counteract 

cost increases without significantly hurting demand; thus, boosting revenue. Consumers had less 

disposable income during the recession and purchased less beer, which caused beer production 

volumes to decline slightly. However, the rise of craft beer-maintained brewers’ demand for malt. Craft 

brewers make up a small proportion of beer production but account for about 18.0% of malt demand. 

Furthermore, increasing global beer production is driving foreign breweries to source malt from the 

industry, lifting exports an annualized 10.4% to $262.2 million over the five years (2008 to 2012) and 

mitigating import competition.”   

 

(https://www.prweb.com/releases/2012/11/prweb10146063.htm /  

https://www.ibisworld.com/united-states/market-research-reports/craft-beer-production-industry/ ) 

 

 

A key statistic is in regard to craft beer production in the US. The US consumes a disproportionately large 

quantity of malted grain. US Beer production went down .8% in 2018 but the craft sector overall increased by 

3.9%.   

 

.  

(https://www.brewersassociation.org/statistics-and-data/national-beer-stats/) 

 

 

 

Growth of the Specialty Malt Market   

Research indicates that craft brewers like variety 

and they are willing to try new and different types 

of pale and specialty malts to create distinctive 

beers.  Willingness to try new malt varieties sends a 

positive signal to potential investors in a specialty 

malting plant that market acceptance of a new 

product should be high.    

 

(https://www.brewersassociation.org/statistics-and-

data/national-beer-stats/) 

 

 

 

https://www.prweb.com/releases/2012/11/prweb10146063.htm%20/
https://www.ibisworld.com/united-states/market-research-reports/craft-beer-production-industry/
https://www.brewersassociation.org/statistics-and-data/national-beer-stats/
https://www.brewersassociation.org/statistics-and-data/national-beer-stats/
https://www.brewersassociation.org/statistics-and-data/national-beer-stats/
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The Minnesota Department of Agriculture and the Stine Group has 

researched the demand for malt by US craft brewers as part of this industry 

analysis.  Estimates are based on extrapolating Minnesota craft beer 

production/malt consumption numbers provided by the Minnesota Brewers 

Association (MBA).   

 

The MBA reports 51 craft breweries operate in Minnesota producing 

118,500 barrels of beer in 2013 and consuming 7 million pounds of malted grain.   

 

Calculations are based on the volume of base or pale malt consumed versus specialty malts consumed by 

craft brewers. We assume that 15% of the malt used to make a batch of craft beer is of the specialty variety 

while about 85% of each batch is comprised of base or pale malt.  

 

Vertical Malt obtained the 2012 beer production numbers from the National Craft Brewers Association for all 

50 states.  Using the ratio of 59 lbs. of malt per barrel of craft beer (based on MBA numbers), the following 

spreadsheet estimates craft beer production/malt consumption. The numbers indicate that US craft brewers 

produced about 13.75 million barrels of beer in 2012 and consumed about 405,000 tons of malt worth about 

$340 million.  Of that total malt consumption, it is estimated that about 61,000 tons were comprised of 

specialty malts, valued at approximately $100 million.   (https://www.brewersassociation.org/) 

 

 

US Craft Beer Production and Malt Use  

13.75 million barrels produced in 2012  

   Consumption  Value  

Pale Malt  344,000 tons  $240 million  

Specialty Malt  61,000 tons  $100 million  

Total  405,000 tons  $340 million  

  

 

Recent demand for malt has been static; however, moderate growth for all-malt is expected in the short term. 

The specialty malt market is the most likely to expand; however, this market lacks production volume 

compared to the pale or base malt market.   

 

Some of the growth anticipated for the craft brewing and malt industries is due, in part, to increases in malt 

exports.  Currently, many domestic craft brewers import malt from Europe which increases transportation 

cost to reach US markets leaving them vulnerable to domestic competition.   

 

Framing a business decision to build a malting plant in Minnesota will involve many factors, not the least of 

which is estimating the portion of the current and future craft brewing malt market that could be captured.  

The malting industry operates on small margins and high production volumes. A developer will need to 

consider a balance of specialty and base malt production and volumes to maximize profit and return on 

investment.  

 

  

Minnesota craft breweries 

produce nearly 120,000 

barrels of beer and consume 

approximately 7,000,000 

pounds of malt per year. 

https://www.brewersassociation.org/


Market Feasibility Study February 2020       10 

 

Supply  

In 2012, over 57% of US barley production was used for malt, about 31% used as feed, and about 5% was 

exported.  According to the American Malting Barley Association (https://ambainc.org/) US malt production 

since 1986 had remained fairly static until a few years ago.    

 

 

The 2012 IBIS World Report states:  

 

The Malt Production industry has grown over the past five years despite challenges from volatile 

input prices, changing consumer trends, and import competition.   

 

“Although the price of barley and other coarse grain inputs rose significantly, producers were able to 

increase prices enough to increase revenues. Additionally, an increase in global beer production 

caused many breweries around the world to demand more malt from US producers, lifting exports 

and mitigating import competition. Revenue rose at an annualized rate of 5.2% to $1.1 billion 

between 2008 and 2012, including an 11.0% jump in 2012 as a result of rapid export growth.” 

  

 

According to the National Agricultural Statistics Service in 2018 Minnesota growers planted 79,000 acres, 

ranking the state fifth in the nation. The total amount barley planted from 2017 to 2018 was up 20,000 acres. 

(https://www.nass.usda.gov/) 

 

  

https://ambainc.org/
https://www.nass.usda.gov/
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Market Trends  
 

Comparison with Craft Brewing Market 

As noted in the following charts, in addition to the extraordinary number of new entrants, distilleries have 

been exiting the market. Currently, the number of entrants overwhelms the number of exits, but as the market 

matures, that may not always be the case. The dip in the brewer’s curve represents the time from the late ’90s 

to the mid-’00s when the number of exits exceeded entrants. 

 

Since 2006, craft brewers have resumed the exponential growth. Their numbers have tripled since then, 

driven this time by microbreweries rather than brewpubs. The “distillery-bar” phenomenon is beginning to 

catch on in craft distilling, but Prohibition-era tied-house laws still need reform in many places to turn this 
into a viable trend. 

Meanwhile, the craft distilling market appears to be ahead of the craft brewers at the same point in their 

development. This is likely not an anomaly but the result of the more rapid spread of information in the 

Internet age. (https://distilling.com/distillermagazine/wp-content/uploads/2019/07/16su-industry-map)  

 

 

 

Craft Malting  

Increasing the development of microbreweries 

and craft beer production increased demand for 

specialty malts. Craft malting has made a surge 

in the marketplace as microbreweries search for 

unique, consumer-capturing brews that no other 

brewery can offer. This surge has caught the 

attention of industry manufacturers and more 

small-batch malt systems are becoming 

available for micro and craft malting 

applications.  

 

 

 

 

 

 

Source Locating  

More malting companies are locating near the source  

of their primary input - barley. As demand for malts 

has become decentralized from the brewing centers  

of yesterday, malting companies are keeping 

transportation costs down by locating near contracted 

acreage.  

 

 

 

 

 

 

https://distilling.com/distillermagazine/wp-content/uploads/2019/07/16su-industry-map
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Water Conservation  

The world’s largest retailer, Walmart, has 

placed pressure on brewers who stock their 

shelves to decrease the amount of water used 

to make their brews. In response, MillerCoors 

and AB InBev have sent a message to their 

maltsters and contracted growers to make 

investments in water conservation. These water 

conservation initiatives provide a competitive 

advantage to Minnesota’s malt barley 

production as Minnesota boasts more acres of 

malt barley planted in dry-land farming than 

any other state.  

    

 

 

 

 

TTB 

“…. Each container of beer (generally called a “malt beverage”) must be labeled with a government -

approved label before it can be sold. The TTB is the government agency responsible for reviewing 

and approving alcohol beverage labels, including beer. A Certificate of Label Approval (“COLA”) 

for each label and each version of labels must generally obtain. Applications for a beer COLA may 

be filed as soon as a Brewer’s Notice permit is received. A sample label must be submitted with the 

COLA application. In some cases, product formula must be submitted for TTB evaluation before 

filing a COLA application.” (https://ttblawyers.com/Brewery-Labeling) 
 

  

https://ttblawyers.com/www.ttb.gov
https://www.ttb.gov/labeling/colas.shtml
https://ttblawyers.com/Brewery-Labeling
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Factors of Development  
 

 

Vertical Malt’s Advantages: 

 

Vertical Malt’s grain comes from the family farm assuring immediate 

knowledge of any changes in the grain production—like weather,  

insects, timing, etc. 

 

Transportation costs are reduced as the family farm –as it would any  

of their grains-- drives the grain to the Vertical Plant for processing. 

 

Vertical Malt outsources transportation of their product as it is less expensive and allows Vertical Malt 

leadership the time to focus on their market.  Specifically, Vertical Malt contracts delivery to Speedy 

Delivery (http://speedeedelivery.com/) which assures the product is delivered in one day.  There is a limited 

exception to this (high-volume time). 

 

Locating a small to mid-sized specialty malting plant in Minnesota has several competitive advantages 

including its proximity to one of the continent’s malt barley growing regions. 

 

Minnesota’s ideal growing conditions produce a low protein malting barley of the highest quality for making 

beer. These conditions include the region’s hot days and cool nights during the height of the growing season 

and dry weather during the harvesting season.   The Minnesota barley is already in high demand, and more 

farmers may be interested in growing barely with increased demand.   
 

 Increasing the potential that a prospective in-state, specialty malting facility could create a branded malt 

product that would enjoy a similar branded high demand.  The steadily rising prices brought by Minnesota 

malting barley has been good for producers and the state’s agricultural economy but has also resulted in 

higher downstream costs for brewers and consumers alike.  

 

Vertical Malt’s facility in Crookston MN, in part, to be near its barley supply.  Research estimates that 

making malt reduces the final product weight by about 30%.  This reduction in bulk may result in lower 

shipping costs and logistical efficiencies for some business scenarios.        

 

Rail transportation has been affected by booming energy development on the Minnesota/North Dakota border 

and in Northern Alberta.  This massive, recent scale-up of rail shipping Bakken crude and oil sands bitumen 

has created freight congestion that further underscores a potential strategic advantage to locating near the 

barley source.  

   

Market Niche 

Vertical Malt is a craft malting, mid-size processing facility producing their own grain produced on their own 

farm with limited transportation.  
 

  

Malting reduces barley weight 

by approximately 30%.  

http://speedeedelivery.com/
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Operating Expenditures  
 

Grains  

Vertical Malt will reduce fluctuating grain prices as they grow their own grain.  However, the operation is 

still subject to crop yields, weather, etc.  

 

Water  

Water is also a very important input used in the malting process and can vary greatly depending on location.  

Located within city limits to ensure the availability of water. 

 

Transportation   

Logistics play a very big role in companies that do not have a local supply of malt grains and/or are targeting 

markets outside of their area.  

 

Power  

Power prices may also affect a malt house’s bottom line depending on the type of energy used in fueling the 

malting process.  Ottertail Power is their power company and Great Plains supplies their natural gas.  

 

Wastewater  

Wastewater treatment can also be a significant operating expenditure for large malting facilities; smaller 

facilities may still be able to use municipal facilities.  Pending ongoing testing of the wastewater in 

coordination with the water treatment plan.  This plan is approved by the Minnesota Pollution Control as the 

water supply is part of the City treatment system. 

 

Labor Compensation  

Vertical Malt will employ 8-10 employers at a good wage for the skill needed.  Compensation will be 

appropriate for the region and market, as most of the processes have been mechanically automated.  

 

Taxes  

Vertical Malt, located within the City limits, will provide a new tax asset for the City of Crookston    

 

Revenues  

See pricing to determine income. Revenue streams for malting companies are primarily derived from the sale 

of malted grains. Some malt houses have made use of malting byproducts. This same byproduct can be used 

in livestock feed applications.  
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Development Target: Commercial Specialty Malthouse  
 

Justifying Production Level  

After careful market analysis, Vertical Malt has found sound evidence justifying the development of a 

specialty malting facility on the commercial scale, approximately 5-7,000 tons per year, in Minnesota. This 

includes:  

 

Demand   

Today, Vertical Malt has12 customers.  Of the 12, four are the large craft brewers that consume 10,000 

tons of specialty malt annually. The rapidly growing craft beer industry also carries increasing demand 

for these malts spread over a large geographical area and number of establishments.  By 2022 Vertical 

Malt estimates they will capture 10-20% of all brewers in the four-state area. 

 

Production  

To achieve a return on investment (ROI) and be attractive to investors, the malting facility must achieve 

some level of economies of scale. Specialty malt, while primarily sold in 50-pound bags, is a bulk 

product and carries small margins.  Therefore, to be profitable, Vertical Malt will sell large quantities. 

A combination of 50-pound bags and bulk (2,000 pounds) totes.  A 5-7,000 tons commercial facility 

would provide the production necessary to be successful on these small margins and provide the larger 

quantities needed by the craft industry’s largest breweries.  

 

Quality Control  

Production consistency and quality are vital to the success of craft breweries that depend on delivering 

a reliable grain product to their consumers. Commercial facilities can better manage the quality of 

larger batches of malt compared to smaller facilities.  All small batches are tested to ensure the highest 

quality. 

 

Land and Building Cost  

Estimated land, building, and equipment, costs are $5.4M based on what is needed to produce 15,020 tons 

per year.  

 

Market Size 

Vertical Malt is estimating the local MN and ND market for a malt at 18,500 tons per year and the wider 

region (WI, SD, IA, MT, NE) at an additional 40,000 tons.  Current capacity (175 ton annual) satisfies less 

than 1% of the MN/ND demand or one-third of one percent of the wider regional market.  Intermediate 

expansion of base malt production allows us to satisfy up to 7% of the local market (2.5% regional) and  

long-term plans allow for us to satisfy up to 35% of the current malt need for MN/ND (10 - 11% regional.) 

 

Return on Investment 
Vertical Malt estimates profitability by 4Q 2021. 

 

Vertical Malt Strategy 

Vertical Malt adopted a strategy to maximize capacity while minimizing investment and risk. The approach is 

to focus on the true value Vertical Malt adds to the craft brewing and distilling communities—i.e., locally 

grown, locally processed malt with a direct line to the maltster, the grower, the land, and the seed.  

 

For a time, Vertical Malt produced malt in low volume and craft brewers used it to produce seasonal drafts 

designed to highlight these characteristics.  This malt was produced using a low volume but a tightly 

controlled pilot system.  The pilot system has continued to support the development of specialty malting 

processes. 
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Now in their fourth year, they produce malt in malting vessels capable of 2-ton batch sizes.  The majority of 

this malt is consumed by six core customers.  The remaining malt is used for marketing and outreach to new 

brewers and to support relationships with brewers using Vertical Malt seasonally.  At current capacity, 

Vertical Malt is not able to add any additional large customers until they expand.  

 

Vertical to meet customer demand and an increase in production is required.  This will come in the form of a 

new malt plant and 25-ton malting system to be built in 2020. This expansion will take the existing 175-ton 

annual capacity to 1400-ton annual capacity.  The new 25-ton malt house will be used to produce widely used 

base malts that the existing drums are producing now.  Existing equipment will be used to diversify product 

lineup making it possible for a brewery or distillery to purchase the vast majority of grain from Vertical Malt.  

The existing equipment will also be used for research and development of new types of malts without 

disrupting base malt production.  This research will provide a serious competitive advantage to produce test 

malt on a small, but still usable, scale and then scale up these same grains to 25-ton batches depending on 

market interest. 

 

This new plant is also set up to accommodate four rounds of further expansion.  The ultimate result being 

complete malt plant with an annual capacity of between 6500 and 7000 tons.  Each round of expansion will 

be completely market-driven and only requires the addition of new malt houses with few additional 

infrastructure upgrades.  With each additional malt house, the cost to produce each ton of malt drops. 
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SWOT Analysis (Strengths, Weaknesses, Opportunities, 

and Threats) 
 

Sourcing the input material - barley - from your backyard is very cost-efficient for malt producers.  

The nation’s largest malt houses have either located near a barley source or a large customer base - breweries. 

The nation’s largest malt houses supply or are owned by large domestic brewers that consume large volumes 

of base malts. These large domestic brewers often pay two-way transportation costs both getting the barley 

from the field to the malt house as well as from the malt house to the brewery. Breweries in Colorado and 

California incur the largest transportation expenses.  

 

Minnesota’s long history as an agricultural producer means many key assets to the malting industry are 

already in place, most importantly growers and ag workers. Minnesota growers are known for producing the 

highest quality grains in the world. This quality comes from a deep understanding of how varieties respond to 

different environments which is precisely what maltsters spend their lives perfecting. Value-added 

applications across the state have created a workforce of capable individuals fed by the state’s outstanding ag 

curriculum offered by the Minnesota University System campuses. The state could greatly benefit from a 

food lab and food scientist approved by the FDA to expedite the development of value-added applications in 

the ag industry. 

 

SWOT Analysis 

 
Strengths 

 High market demand that is currently well beyond capacity 

 Despite a high equipment cost barrier to entry, Vertical Malt has successfully built a malting 

facility that is capable of being financially sustainable 

 Vertical Malt’s integral farming operation, through the family farm and other relationships, 

gives Vertical Malt the rigorous supply chain control needed for grain specification and 

certification program 

 Farming operation is located in the Red River Valley of Minnesota, a geographical sweet 

spot for producing some of the finest barley and cereal grains in the world 

 Established relationships with several nearby universities. North Dakota State University 

houses the Institute of Barley and Malt Sciences. The University of Minnesota with a campus 

in Crookston has a robust grain and barley breeding program. These relationships are 

advantageous in supporting the development of unique customer-specified malts. 

 Local cities and state show strong interest in expanding uses of agricultural (value-added) 

products like Vertical Malt 

 Region is familiar with many of the key process elements for operating a malt plant and can 

supply an excellent workforce as well as equipment maintenance and support 

 

Weaknesses 

 Today, capacity is limited 

 To date, self-funded and financed to this point and expanding operations will require 

investors and/or bank loans to achieve full-scale production 

 Vertical Malt’s early start-up with a short operating history makes traditional methods of 

utilizing credit more difficult 

 Current operations don’t enjoy the same economies of scale as large operations 

 Current facility is not suitable for additional expansion 
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Opportunities 

 By capitalizing on the interest and demand from the existing market Vertical Malt can realize 

an 800% or more increase in revenue 

 Region is experiencing steady growth in craft brewers, resulting in increased malt demand 

 Brewers are innovators and have a high level of interest in malting products that have not been 

previously available and Vertical Malt can provide those products 

 Craft distilling is on the rise and Vertical Malt is well-positioned to partner with new and 

emerging distillers looking to differentiate their products by using local ingredients 

 Demand for non-traditional malting grains like corn, oats, and rye as well as traditional wood 

and peat fired kilned malts are growing and Minnesota is special as it can provide both 

hardwood and peat for this process and Vertical Malt is ready to serve that market 

 The presence and growth of craft brewer supply groups provide additional outlets to sell 

Vertical Malt to a wider regional, national, and even international market 

 Minnesota Grown advocacy network is available for increased marketing muscle 

 Malt culms (root material) is a high protein by-product of the malting process and may be used 

to produce an excellent feed product for local livestock producers 

 “Chit” malt products and sprouted grains are gaining much attention in the flour and baking 

industries due to their apparent nutrient benefits.  As a mid-sized malthouse, Vertical Malt is 

positioned to produce sprouted grains to artisan mills with the added advantage that these 

grains take less time and energy to produce than standard malt products  

 

Threats 

 Capacity limitations will prevent Vertical Malt from sustainable success at current levels 

 The money supply is limited to expand. 

 Large competitors may move into the craft malting space 

 Extra-regional competitors may put pressure on local market 

 Loss of momentum should market demand grows before expanding capacity 

 The overall beer industry has contracted over the past five years and an extended period of 

contraction may begin to affect small brewers causing malt usage to drop 
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Downstream –Craft Brewing Impact  
 

Brewers Association 

In October of 2012, the Bureau of Business and Economic Research at the University of Minnesota 

reviewed the economic impact of the state’s craft brewing market. Based on data collected from Minnesota 

breweries, the industry grew rapidly from 2010 to 2011.   

  

Minnesota Brewery Survey Data Summary (BBER)  

Category  2010  2011  % Change  

Production  87,442 barrels  102,925 barrels  18%  

Beer Sales  $21.8 million  $26.1 million  20%  

Employment  231 jobs  320 jobs  39%  

Compensation  $5.2 million  $6.4 million  23%  

Expenditures  $15.6 million  $18.8 million  21%  

  

Production rose 18%, sales were up 20%, employment (both full- and part-time) was up 39%, 

compensation increased 23%, and expenditures were up 21%. Operations of craft breweries provided a 

significant impact outside of the industry to the state economy. More than 430 jobs, nearly $50 million in 

private sector sales, $9.8 million in private non-farm compensation, $1.8 million in government 

compensation, and $1.5 million in state government revenues exist in the economy as a result of craft 

brewing operations in Minnesota.   Jobs are spread across a wide spectrum of the economy and impacts 

reoccur every year the brewing industry operates. The Bureau of Business and Economic Research is 

currently collecting data from the state’s craft beer industry and will be providing updated numbers 

sometime in 2014.  

  

Nationally, craft beer production rose by 18% in 2013. Regional craft breweries like the Sierra Nevada and 

New Belgium made up 77% of the production volume, while microbreweries made up 15.5%. The industry 

directly contributed 108,440 jobs in 2012 and $33.9 billion to the national economy through the three-tier 

system of breweries, wholesalers, and retailers. (Brewers Association)  

  

  

http://www.brewersassociation.org/statistics/economic-impact-data/
http://www.brewersassociation.org/statistics/economic-impact-data/
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Minnesota  
 
Anheuser-Busch InBev – Moorhead, MN  

This 250,000 ton per year malt house provides malt to four AB InBev breweries.  

 

Malteurop – Winona, MN  

This 115,000 ton per year facility produces Pilsen and special kilned malt. This location allows for bulk 

shipping by barge along with truck and rail.  

 

Rahr Corporation – Shakopee, MN  

The Shakopee production facility annually produces 380,000 metric tons (24.6 million bushels) of malt, 

making it one of the largest single-site malt production facilities in the world.  The campus consists of five 

individual malt houses. Two major North American rail carriers, the Union Pacific and Canadian Pacific, 

service this site. The Shakopee site serves as the headquarters for the Rahr Malting Companies.  

 

2018 Stats per Brewers Association 

 

(https://www.brewersassociation.org/statistics-and-data/state-craft-beer-stats/?state=MN) 

  

https://www.brewersassociation.org/statistics-and-data/state-craft-beer-stats/?state=MN
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Wisconsin  
 

Briess Malt and Ingredients Co. – Chilton, WI  

The Briess Malthouse in Chilton, Wisconsin is one of the most unique and specialized malt houses in North 

America handcrafting more styles of malt than any malting operation in the world (Briess). From it comes 

such unique specialties as Carapils® Malt, Victory® Malt, and Dark Chocolate Malt.  

 

Briess Malt and Ingredients Co. – Waterloo, WI  

In 1997 new roasting operations with multiple drum roasters were built directly next to the Waterloo malt 

house making the Waterloo malting operation capable of producing the entire line of Briess specialty malts. 

In 2005 supply was outpacing demand for malt and the Waterloo malt house was closed. In 2008, after 

sitting idle for three years, Briess re-commissioned the malt house after an extensive remodeling project in 

response to increased demand for malt. Today, the Briess Malthouse in Waterloo is operating at full 

capacity. Other features at the plant include railroad service for cost-effective transportation of raw 

materials and finished goods and an environmentally-friendly wastewater treatment system.   

 

Malteurop – Milwaukee, WI  

The largest of Malteurop’s American Malthouse, the Milwaukee facility, produces 220,000 tons per year of 

Pilsen malt. Malt is shipped in bulk by truck and rail.  

 

2018 Stats per Brewers Association 

 
 (https://www.brewersassociation.org/statistics-and-data/state-craft-beer-stats/?state=WI)  

  

https://www.brewersassociation.org/statistics-and-data/state-craft-beer-stats/?state=WI
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North Dakota 
 

2018 Stats per Brewers Association 

 

(https://www.brewersassociation.org/statistics-and-data/state-craft-beer-stats/?state=ND) 

Micro / Craft Malting Companies  
 

 
(https://craftmalting.com/craft-malt-finder/ per this site’s information only) 

 

https://www.brewersassociation.org/statistics-and-data/state-craft-beer-stats/?state=ND
https://craftmalting.com/craft-malt-finder/

