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In July 2018, revolutionary 
legislation for the 
legalization of recreational 
cannabis is expected to 
be enacted, leaving a 
profound and permanent 
mark on Canadian culture. 
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Legalization is compelling Canadian institutions to reshape how they 
operate legally, socially and economically. The new regulations must  
be focused on building a positive and informed culture around cannabis. 
The success of the government’s actions and decisions over the next  
year will be measured by its ability to enact regulation that promotes 
public health and safety while meeting key policy objectives such as 
curbing black market demand. 

With parliamentary decisions moving quickly, there are a number of 
implementation considerations that need to be addressed. Particular 
attention must be paid to the areas of public, private and consumer  
risk with respect to the legalization of cannabis in Canada. In addition, 
provinces and territories will need to be mindful of operational risks and 
opportunities in applying the federal regulation. The top considerations 
are explored below with the objectives of further stimulating the discussion 
and broadening awareness of the many issues that will impact stakeholders 
across the ecosystem. 

We explore key areas such as: 
• Are the timelines for legalization realistic? How will the timelines 

impact the government’s ability to address policy objectives?
• What elements need to be considered to obtain assurance over  

the seed-to-sale process?
• How might the recommended restrictions on marketing  

and advertising impact policy objectives and operating models?
• What factors should be considered as distribution channels  

and pricing are being defined?
• What critical policies, programs and communications need  

to be established for public health and safety? 
• How can Canada be a global leader in researching the long-term 

impacts of cannabis use?
• What are some of the concerns around the supply of cannabis?  

How might these concerns and other considerations impact  
the black market?

Navigating  
risks on the  
road to cannabis  
legalization 
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To enact recreational cannabis legislation 
and bring it to market in a responsible 
way, numerous outstanding regulatory 
and operational decisions must be made 
by the government. In April 2017, the 
government confirmed its intention to 
proceed with the legalization of cannabis 
with the tabling of the federal Cannabis 
Act (the Act). The Act itself is expected to 
be proclaimed on July 1, 2018, and there 
are now a host of new questions and 
implementation considerations that must 
be addressed before this date. Among 
these, the delegation of regulatory 
authority to provinces and territories for 
the distribution and sale of cannabis leads 
to increased ambiguity and complexity 
throughout the process as a whole. 

With the potential for 14 unique regulatory 
frameworks to guide the system—10 
provinces, three territories and the federal 
framework— as well as municipal 
accountability, upfront compliance costs 
may be sizeable due to the complex 
regulatory environment created. Given 
the multiple regulatory jurisdictions, there 
is an added risk that different conclusions 
will be drawn on the legality of licensed 
producers (LPs) targeting broader markets. 
For example, some Canadian LPs are 
exploring opportunities in several US 
states where there has been a move to 
legalize cannabis. However, federally it 
remains illegal. 

The tight timeline will require cannabis 
regulators, retailers and producers to 
prioritize efforts and may put some key 
areas of the recreational cannabis policy 
objectives—such as curbing the black 
market—in jeopardy. The policy objective 
is at risk from possible unmet demand, 
restrictions on marketing and advertising, 
product limitations and potentially 
government-defined retail channels. 
Additionally, the communication strategy 
to support public health and safety and 
the research infrastructure to support an 
understanding of the long-term impacts 
of cannabis will need attention, placing 
further strain on the government’s 
ability to launch on July 1, 2018.

Lastly, given the tight timeframe, 
some stakeholders interviewed felt the 
government’s ability to consult all the 
relevant players across LPs, pharmacies 
and retailers will be restricted. Because 
decision-makers will have so little time 
for regulatory development, the focus 
will be exclusively on recreational 
cannabis, to the detriment of changes 
that may be required for medical 
cannabis. These stakeholders felt that 
in light of research1 on the therapeutic 
benefits of medical cannabis, the 
distribution channels employed should  
be revisited; however, this could be as 
far as three years away given the current 
focus on recreational cannabis.

1. American Academy of Neurology, April 2017; 
Journal of the American Medical Association,  
June 2015

I. A challenging timeline 

The tight timeline will require cannabis regulators, retailers 
and producers to prioritize efforts and may put some key 
areas of the recreational cannabis policy objectives—such as 
curbing the black market—in jeopardy. 
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In the medicinal industry, there are 
already strict guidelines for LPs. Under 
the Access to Cannabis for Medical 
Purposes Regulations (ACMPR), all LPs 
must maintain detailed records for  
plant inventory, material processing  
and prescription delivery, and they  
must submit a detailed description of 
their proposed record-keeping methods 
for approval. The ACMPR has served  
as a federal standard for LPs by ensuring 
that specific requirements are met. 
Thus, LPs have designed a seed-to-sale 
control environment that serves as 
assurance for compliance and includes 
features such as inventory management, 
product testing, physical access and 
product shrinkage/security. Some LPs 
have already invested significantly into 
processes, systems and controls, which 
they will want to leverage moving 
forward. As such, the government will 
need to be mindful of these investments 
while simultaneously designing a system 
which enables them to have the 
appropriate checks and balances for  
a more complex ecosystem. 

II. Assurance from seed to sale

Figure 1 Current regulatory landscape
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Figure 2 Responsibilities will be shared across all levels of government 

Activity  Federal Provincial Municipal

Possession limits* 

Trafficking  

Advertising and packaging* 

Impaired driving   

Medical cannabis 

Seed-to-sale tracking system 

Production (cultivation and processing) 

Age limit*  

Public health  

Education     

Taxation     

Home cultivation (growing plants at home)* 

Workplace safety  

Distribution and wholesaling  

Retail model   

Retail location and rules   

Regulatory compliance  

Public consumption    

Land use/zoning   

*Provinces will have the ability to strengthen legislation for these areas under federal jurisdiction 
Source: Alberta Government, Cannabis legalization across Canada

Looking to the United States as an example, some jurisdictions 
have demonstrated a desire to leverage technology in an 
effort to streamline the collection of data on the seed-to-sale 
processes. This has enabled regulatory bodies to be more 
efficient and effective in performing checks on the processes 
and can also be used as a mechanism to trace product back to 
the LP when required. Shifting toward the current Canadian 
system, with limited LPs servicing the medical cannabis 
market, there has been an ability to trace product back to 
the producer through the direct-to-consumer model. Moving 
forward, however, with more interest and demand for 
recreational cannabis, there will be unavoidable additional 
complexities for the recreational market, which must be 
properly evaluated before execution.

An appropriate system will need to be put in place to provide 
assurance over the processes, systems, controls and related 
data. This system will inevitably be vastly beyond the scale 

of the medical market, which is the only source of experience  
for many of the participants, and will require discipline, 
sophisticated standard operating procedures, systems and 
clear hand-offs between participants. New entrants will  
need to operate alongside existing players and regulators  
in an environment where every gram of product must be 
accounted for. Some stakeholders consulted felt that the 
requirements for seed-to-sale tracking boded well for the 
operating environment that has already been established  
for pharmaceuticals and that this system could be leveraged 
for both medicinal and recreational cannabis. Providing 
assurance over the seed-to-sale process and the ability to trace 
product back to the LP is essential to ensure the safety of the 
product and the legality of the source. The government will 
need to ensure that where regulations are not followed, 
strict and immediate penalties are enforced to demonstrate  
to the marketplace the importance of adhering to the rules.
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The federal government’s legislation 
places restrictions on how cannabis can 
be marketed and advertised in an effort  
to minimize any messaging that endorses 
or promotes recreational cannabis.  
This tactic is targeted specifically at 
discouraging the underage demographic 
from consuming cannabis. It also 
prohibits glamourizing cannabis use, 
and states that packaging cannot  
include endorsements from any person, 
character or animal. This can be 
construed as inconsistent with the rules 
being applied to medical cannabis; 
promotion in the medicinal space is 
more relaxed. Legacy producers are 
consequently rethinking their marketing 
strategies. For example, large Canadian 
producers are already partnering with 
influential public figures to drive sales 
and product differentiation for medicinal 
use, since these activities will be 
restricted under the recreational regime.  

While there are good arguments for  
this approach, there are also strong 
arguments for allowing some form of 
advertising and product differentiation. 
Any “white-labelling” rules can further 
intensify the strength of the black 
market by reducing points of 
differentiation, making the duplication 
of product offerings increasingly easy  

for both LPs and illegal vendors who  
wish to compete. This risk can be further 
assessed by looking at historical 
examples such as alcohol prohibition 
and, more specifically, the laws and 
regulations put in place at the end of 
prohibition in Canada to help deter 
underage usage. One method, similar  
to the suggested white-label tactic for 
cannabis packaging, enforced the use of 
plain brown bags for alcoholic beverages 
to conceal the product, making it 
indistinguishable to minors. Overall,  
the strategy was largely unsuccessful, 
however well intended, and resulted  
in an inability for lawmakers and 
consumers to distinguish between legal 
and illegal product. This of course only 
aided in strengthening the black market. 
While taking this into consideration, 
alongside concerns surrounding 
underage usage, decision-makers should 
consider leveraging packaging for 

educational purposes, advertising  
areas such as proper usage tactics  
for consumers. This could help to 
determine how packaging may be best 
utilized to assist LPs in differentiating 
their products while also deterring 
unhealthy consumer usage, be it the  
use of cannabis from illegal providers  
or by underage consumers. 

III. Marketing and advertising restrictions

While taking this into consideration, alongside 
concerns surrounding underage usage, decision-
makers should consider leveraging packaging 
for educational purposes, advertising areas such 
as proper usage tactics for consumers. 
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IV. Assessing distribution channels  
and impacts on the supply chain

The provincial and territorial governments 
are in the process of articulating and 
announcing their distribution strategies 
for recreational cannabis. Ontario is 
creating a Cannabis Control Board, which 
will include storefront retail locations. 
However, the retail distribution channels 
in other jurisdictions may not all piggy- 
back on how alcohol is sold, with some 
provinces being government controlled 
and others market controlled. Producers 
consulted for this report had differing 
views on distribution: some favour the 
simplicity of following the known 
alcohol models, while others are pushing 
for vertical integration. 

The processes and related controls for 
the alcohol model are well established, 
driving much of the simplicity of 
using that channel. However, where 
a government-controlled model is 
used, consumer access and experience 
have driven some provinces to reduce 
restrictions and put alcohol in grocery 
stores while maintaining distribution. 
LPs that are leaning toward vertical 
integration have cited the benefits  
of capturing margins across the supply 
chain either through a direct-to-
consumer model (similar to the current 
mail order system) or non-regulated 
retail, which would enable them to 
maintain a client relationship that  
is similar to what they have under the 
medical cannabis regime. 

The various possible models would  
each have different quantitative  
and qualitative economic effects. 
Governments will need to model 
fluctuating costs including consumption 
taxes to determine which distribution 
channel will support the economy as  
a whole and enable the market to  
be open to large and small players.  
The federal government will need  
to ensure that its hands-off approach  
to provincial legislation is not creating  
an environment that encourages LPs to 
operate in a subset of provinces. This 
would allow black-market vendors to 
focus their efforts in specific areas  
and further undercut the legal market. 
Governments will also need to define 
stakeholder accountabilities under each 
model—including training, consumer 
education, public health and safety and 
more. The government model is bound 
to be product agnostic without 
consideration for trade spend/marketing 
dollars provided by producers versus  
the market-controlled model that would 
be driven by profit margins.  

Although a robust analysis is required 
to determine which model is best, the 
current mail order system established 
for medical cannabis will likely need  
to be incorporated into the recreational 
cannabis model to enable access. For rural 
communities that are not serviced by 
the retail models selected, online orders 
delivered by mail may be the only option. 



Navigating risks on the road to cannabis legalization   www.pwc.com/ca/cannabis    7

The economics of the distribution model 
and related consumption taxes will need 
to be determined in conjunction with the 
pricing to be applied. Any consumption 
taxes imposed by the government will 
need to take into account the economics 
of the industry holistically, with regard 
to different operating models and scale 
of LPs. Modelling the viability of LPs at 
varying consumption taxes should inform 
the government’s decisions and drive 
behaviour toward policy objectives. A 
legal market price and consumption taxes 
that eat away too much margin could 
lead to commercial failures and capacity 
issues, opening the door once more to the 
black market. As has been seen in other 
industries, this could also lead producers 
to cut costs potentially in areas such as 
the production cycle by using growing 
agents to increase yields. The government 
will need to ensure that in addition to  
the consumption tax rate being fair,  
there are severe penalties for actions  
that go against production regulations. 

Since the regulations will be enacted 
provincially, consumption tax rates and 
pricing strategies should be aligned 
across jurisdictions. This will deter LPs 
from using the consumption tax rate  
and pricing to define their sales strategy 
and discourage consumers from  
going cross-province to purchase  
at more beneficial prices. 

It will also need to ensure that prices 
are set in a manner that will achieve the 
goal of curbing black market demand. 
Most consumers will prefer to purchase 
their product through a safe, legal and 
publicly regulated channel, but only if 
the price is not significantly above that 
offered by the black market. Current 
black market retail prices per gram are 
roughly $7 to $12 depending on the 
quality of the product and the quantity 
purchased. Many of the grey market 
dispensaries currently in operation 
charge $9 to $15 per gram depending 
on product quality. LP retail prices 
on average range from $2.50 to more 
than $15 per gram depending on the 
product quality, discounts provided 
and customer segment served. With 
the average cash cost per gram ranging 
from $1.15 to more than $5, success will 
depend on getting the price right from 
the start, adjusting it when necessary, 
and ensuring that the pricing strategy 
is consistent across the country.

V. Regulating pricing considering  
the industry’s long-term viability

Figure 3 Current retail prices

$ per gram 1     2     3     4     5     6     7     8     9     10     11     12     13     14     15

Black Market

Grey Market 
Dispensary

Licensed 
Producer 

Success will depend on getting the price right from the start,  
adjusting it when necessary and ensuring that the pricing strategy  
is consistent across the country.
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A significant concern with the current 
target date is whether mechanisms  
to fulfill the mandate of effective law 
enforcement can be achieved by July 1, 
2018. This includes providing training to 
ensure that specialized skill requirements 
are met and implementing dependable 
methods to identify cannabis impairment. 
Additionally, there will be a need to  
gain alignment across the various levels 
of federal, provincial and municipal  
law enforcement. 

The selected distribution models will 
help define specific responsibilities for 
public health and safety. Under the 
medical cannabis market, it is incumbent 
upon LPs to invest and make public 
health and safety a priority. Conversely, 
under the Canadian alcohol regime, 
much of the accountability is placed on 
the retailer with organizations such as 
Mothers Against Drunk Driving (MADD) 
playing a significant role. Most of those 
consulted felt the onus was on the LPs to 
provide assurance of health and safety 

during the production and distribution 
process with the retailer being responsible 
for the sales process. A key issue noted 
was the lack of research available to 
educate the retailer. 

As cannabis has been shown to impair 
reaction time and other abilities, one  
of the biggest public health concerns  
is keeping people who have consumed 
the product from getting behind the 
wheel. Health Canada has introduced 
changes to impaired driving laws with 
the introduction of roadside oral fluid 
drug screening, which would be used  
to determine if there are reasonable 
grounds to believe that an offence  
has been committed, leading to other 
measures such as a blood test. 
Stakeholders have suggested that the 
accuracy of oral fluid in determining 
impairment needs to be further explored 
as this could cause increased 
inefficiencies and costs in the system  
if law proceedings and blood tests  
are constantly required. 

VI. Ensuring public health and safety  
through consumer education 

With the changes to the impaired 
driving laws, government intends to 
undertake a “robust public awareness 
campaign so that Canadians are well 
informed about the dangers of driving 
under the influence of cannabis and 
other drugs.”2 The changes also need  
to be communicated to the public to 
ensure awareness that law enforcement 
has taken steps to test for driving under 
the influence of cannabis. However,  
to properly execute this, not only must 
a testing method be chosen which 
ensures accuracy, but a limit must also 
be set for the allowable amount of THC 
concentrate, or complete lack thereof, 
within the bloodstream for an individual 
to be considered in sound state of mind. 
Furthermore, the limits of THC in a 
system need to be outlined (proposed 
offences: 2 to 5 ng of THC per ml of 
blood, 5+ ng per ml, and hybrid offences 
for driving under influence of cannabis 
and alcohol).3

Largely due to a negative stigma 
surrounding cannabis use and users, 
insufficient and inaccurate information 
is currently circulating toward the 
recreational cannabis market. This is 
why it is imperative for public health and 
safety campaigns to begin long before 
the legislation’s enactment so as to best 
prepare the public and ensure its safety. 
Consumer education messaging will 
need to centre around providing clear 
and understandable information with 
respect to the contents of the product, 
its associated regular effects as well as 
abnormal ones, and how it may interact 
with other substances consumed or 
prior conditions of users. 

2. www.canada.ca/en/health-canada/
news/2017/04/canada_takes_ 
actiontolegalizeandstrictlyregulatecannabis.html

3. www.canada.ca/en/health-canada/
news/2017/04/backgrounder_ 
changestoimpaireddrivinglaws.html
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There are many questions concerning 
the long-term effects of cannabis use, as 
well as expectations that the appropriate 
testing, tracking and education will be 
in place prior to the Act’s introduction. 
Though “reefer madness” is in the 
distant past, there are still artifacts of its 
impact in the cultural perception of 
cannabis. Despite the challenges involved 
with studying the effects of cannabis, 
there has been substantial research since 
the 1930s examining the associated 
impacts on mental health, anxiety and 
suicidal thoughts. Some also suggest 
that it can have long-term detrimental 
effects if used by adolescents, impairing 
healthy cognitive development as this 
continues to develop until the age of  
25 years. Since this age is at odds with 
the current proposed age limit of 18, 

stakeholders consulted stated they 
would institute stricter age limits in  
line with research findings.

Baselining is important for research 
purposes. It is therefore essential that  
a research infrastructure be established 
as part of the legalization effort, along 
with the appropriate budget and 
resources. The government will need  
to define how this is done to ensure that 

public interest is upheld and a focus 
maintained on research and reporting. 
Some stakeholders felt they had a duty 
of care to establish mechanisms to 
enable and support long-term research 
by working together with universities and 
medical associations. 

In addition, many felt there were silos in 
the industry across stakeholder groups 
and that a system should be established 
to share information to better educate 
the ecosystem in a collaborative manner. 
Globally, clinical research regarding  
the impacts of cannabis has been 
almost non-existent. This presents an 
opportunity for Canada to be a leader 
and avoid the pitfalls of other countries 
by setting up the appropriate research 
infrastructure at the onset of legalization. 

Public education efforts will need to 
be developed to transparently share key 
messages around correlations related 
to the use of cannabis and long-term 
impacts. Since the physical and mental 
health effects remain under debate, 
scientific studies will need to be 
continuously carried out to determine 
the long-term impacts. 

VII. Long-term 
health effects

This presents an opportunity for Canada to 
be a leader and avoid the pitfalls of other 
countries by setting up the appropriate research 
infrastructure at the onset of legalization. 
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There is a pressing concern in the 
market that as legalization approaches, 
the regulated market will not be able  
to meet demand. Producers are trying to 
increase capacity to address the expected 
demand but all of those consulted felt 
there would still be a significant gap. 
Current LPs estimate a national capacity 
of roughly 600,000 kg/year by 2020 
compared to a weighted average 
consumption of 130 g/year. Even if 
current LPs realize all of their production 
targets (which is optimistic), unmet 
demand is expected. A forum research 
poll estimates that 15% of the current 
population are regular consumers, and 
this number is likely to increase 
substantially following legalization, 
intensifying a supply gap that is already 
100,000 kg/year below market demand. 
In a free market, producers facing these 
supply and demand conditions would 
increase their prices to create market 
equilibrium and maximize profits. 

VIII. A potentially under-supplied market 

However, under the highly regulated 
market which is expected to restrict 
prices, this differential between supply 
and demand is likely to drive LPs to be 
selective in the provinces in which they 
distribute to optimize costs. In addition 
to the costs associated with the supply 
chain, there will potentially be differing 
regulatory costs. This may lead many 
cannabis consumers back to illegal 
sources, impeding government’s policy 
objective of curbing the black market. 
The government will need to model the 
economics to ensure that the stated 
retail prices drive the intended behaviour. 

There is also a fear in the cannabis 
community that this perceived gap 
between supply and demand may 
incentivize the government to support 
imports, giving opportunity for an unfair 
advantage to non-Canadian producers. 
Producers that have invested heavily 
under ACMPR do not have confidence 
that the importers will adhere to 

the requirements set in Canada and 
will circumvent the system to keep 
production costs low. This can ultimately 
impede the ability of Canadian LPs 
to compete fairly and can also pose 
significant health and safety risks. 

One area in which the government  
may look to minimize risks and decrease 
transportation costs is to improve the LP 
approval process—therefore managing 
supply more efficiently. According to the 

stakeholders consulted, the current 
system for obtaining an ACMPR licence  
is overly time-consuming and tedious in 
its process requirements. Many are now 
looking for other strategies to enter the 
market by forming partnerships across 
stakeholder groups that include LPs, 
retailers and pharmacies. However, it  
is not clear whether these are effective 
partnerships or how they may be 
affected once legislation is enacted. 

Discussions with key stakeholders have 
also outlined that differences with 
product availability under the regulated 
regime will be limited to dry cannabis 
and non-vapour oils, which might further 
support the survival of the black market. 
Using Colorado as an example, it is likely 
that there will be large demand for 
other forms of cannabis, particularly 
edibles (12% of sales in Colorado) and 
concentrates (24% of sales in Colorado), 
which accounted for over a third of total 
cannabis sales in the state last year. 

Once primary legislation issues are in 
order, governments will need to assess 
whether alternative consumption methods 
and related product types should be 
integrated into their legal frameworks. 
Similarly, the restrictions on marketing 
and advertising and the related impact 
on the illegal market will need to be 
considered and this assessment used  
to enhance the frameworks. 

A forum research poll estimates that 15% of the current population are 
regular consumers, and this number is likely to increase substantially 
following legalization, intensifying a supply gap that is already  
100,000 kg/year below market demand.
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While considering the above aspects 
and stakeholders, it is important to refer 
once again to the key policy objective of 
curbing the black market. Public opinion 
on the war on drugs is starting to shift, 
with many realizing that more policing 
is not the answer. Despite excessive 
spending, law enforcement efforts 
have largely failed to prohibit illegal 
sale and consumption of recreational 
cannabis so far. The federal plan for 
legalization tackles the problem in a 
different manner, though it may seem 
counterintuitive at first glance. If it is 
successful, legalization will enable the 
production and sale of cannabis in a 
well-governed marketplace, which will 
protect public safety while reducing the 
demand for black market products. This 
will require deep understanding and 
comprehensive modelling of the supply 
and demand, as well as how these market 
characteristics will shift in a society  
with legal cannabis. 

Important lessons on this topic can be 
learned from alcohol prohibition. From 
1927 to 1962, the federal and provincial 
governments kept the taxes and duties 
high, creating a vast differential between 
production costs and consumer prices. 

The Liquor Control Board of Ontario 
(LCBO) required consumers to possess a 
permit to purchase alcohol and placed 
limitations on the amount that could be 
purchased. The main drivers of the 
alcohol black market during this period 
were over-taxation, which drove retail 
prices, and overregulation, which affected 
accessibility. Consumers believed that 
the prices were artificially inflated 
through taxes and duties, and regulations 
were considered unfair and too complex.

Linking further to the current case of the 
legalization of cannabis, the potential 
for overregulation—discussed in section 
III of this report with regard to strict 
regulatory packaging requirements—
would further fuel black market players 
by allowing them to more easily 
undercut prices and copy products.  
In keeping with the ultimate goal  
of curbing the black market, legislation 
should foster a legal market where 
products closely mimic or improve on 
the black market in terms of price, 
quality and availability. Consumers will 
be drawn to the safety of the legal 
market provided it is similarly priced 
and as easy to access.

IX. Curbing black market demand

Consumers will  
be drawn to the safety 
of the legal market 
provided it is similarly 
priced and as easy  
to access.
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A major challenge will be evolving the 
culture around cannabis. The advocates 
fighting for legalization feel a sense of 
ownership over its success. Some have 
been operating dispensaries illegally 
and have even cultivated a set of self-
imposed regulations to demonstrate  
the potential for legitimacy. While these 
efforts have targeted the provision of 
safer methods of access, profiting from 
the sale of illegal drugs sets a dangerous 
precedent for a new industry. The 
sentiment around regulatory leniency 
will be incredibly important as the 
industry matures. If stakeholders see 
others getting away with circumventing 
laws, enforcement will forever be an 
uphill battle. 

Thoughtful and decisive action on 
distribution and implementation are 
essential. The balance of distribution  
of accountability will be delicate, but it 
remains clear that centralized oversight 
will require stakeholders to account for 
public health and safety. Preparing  
the regulatory infrastructure to support 
the objectives of curbing underage 
consumption, promoting moderation, 
preventing impaired driving, as well 
as ensuring addiction control, is 
complicated. It will require collaboration 
across the public and private ecosystems. 
The baseline research infrastructure 
will also need to be established to 

A tough  
road ahead

ensure that the long-term health and 
safety of consumers is a priority, and not 
overshadowed by other policy objectives 
such as curbing the black market. 

The gap between supply and demand 
will drive the ability for the black 
market to continue to thrive. However, 
decisions on accessibility, pricing and 
product differentiation will also be key 
determinants. With compliance costs 
high, the economics for LPs are already 
unfavourable. Pricing and consumption 
taxes need to support LPs and the growth 
of the legal Canadian economy. The 

LPs that have made investments and 
adhered to the regulations will want  
to build a brand and also ensure that 
those offside are penalized. 

There are many issues to consider  
before legislation regulating recreational 
cannabis comes into effect. With 
potentially 14 different models combined 
with decisions that will have a strong 
ripple effect, the government is facing 
a tight timeline; it remains to be seen 
whether July 1, 2018 is too soon to 
implement this new legislation safely 
and effectively.  
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