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Abstract 
     The decriminalization of cannabis in Canada has required a host of regulatory changes at the 
federal, provincial, and municipal levels.  Provinces have operationalized the development of legal 
markets in very different ways, offering an opportunity to perform comparative analysis. This 
paper will outline and delineate the various regulatory frameworks that have been employed at the 
provincial level, discuss how they have impacted the development of the legal cannabis market, 
and consider how they have resulted in some further regulatory changes.  After reviewing some 
historical themes in cannabis regulation, we discuss the implementation of legalization of 
recreational cannabis and explore the different provincial approaches at a general level.  We then 
discuss the effects of that framework on the first phase of legal market operations, and explore 
specific issues emanating from regulatory choices through discussions of four distinct perspectives 
within the supply chain.  Several themes emerge in the discussion.  First, provincial approaches to 
retail license approval have created severe bottlenecks, affecting consumer access to legal 
recreational cannabis.  Additionally, the regulatory framework for those licenses has resulted in a 
chilling effect on many potential entrepreneurs.  Second, a reduction in black market sales has not 
yet occurred, largely due to the failure of some provinces to adequately provide retail licenses and 
support legal distribution channels, or to operationalize the retail sales network.  Third, many 
provinces struggled with operationalizing wholesale distribution to the retail stores, initially 
leading to administrative restrictions on store licenses.  We close the paper by discussing issues of 
fairness and equity, effective displacement of the illegal market, government's role as a market 
regulator and participant, and other issues that emerge from our critical comparison of the 
provincial markets. 
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The Canadian Cannabis Act1 became operational on October 17, 2018 and created a legal 
market for the sale of adult-use recreational cannabis products across Canada. In the first 12 
months of operation, the market generated $907 million in retail sales, that figure is expected to 
grow to $5.2 billion by 2024.2 In 2019, the law was amended to expand the market and include 
edible products, extracts, and topical products.3 Under the Federal legislation, each of Canada’s 
thirteen provinces and territories has substantial responsibility for regulation of the market, 
including organizing the wholesale market, authorizing and licensing retail sales, setting the 
minimum age for legal purchase and use,4 and controlling the distribution of cannabis products 
within their respective jurisdictions.5 In addition, municipal governments exercise regulatory 
control over the market via land use, zoning, and business license requirements. 

Each provincial or territorial government has approached the regulation of the adult-use 
recreational cannabis market within its borders differently. Some employ a government-operated 
model, others have established a private market model, and some have taken a hybrid approach, 
blending the two. As a result, what has emerged within the regulatory framework has been a 
collection of separately organized early-stage provincial, or sub-national, markets employing 
different approaches to market regulation within an industry emerging from a prohibition-focused 
regime into a regulation-focused regime.  It is one of the only contemporary examples of a newly 
emerging market within a mature and developed economic system where wide regulatory disparity 
among sub-markets might exist.6 

The wide array of provincial approaches within the Canadian system has produced important 
lessons for establishing a regulatory framework for new markets. Many are positive and reflect a 
measured approach to policy development, but some are negative. While there are valid public 
safety and health concerns, a consultative development process that framed and developed a legal 
market from a historically restrictive prohibition and policing regulatory model may have limited 
the strategic vision of that effort. The existence of substantial barriers to entry for minority or 
indigenous entrepreneurs seeking to participate in the legal cannabis market; supply-chain 
constraints resulting from ill-conceived and poorly designed government wholesale operations; or 
operation and logistic issues regarding the transportation, transfer, or delivery of cannabis products 
have resulted in a number of learning opportunities to inform and improve regulatory development. 
The manner in which those provincial markets have unfolded mirrors different regional 
perspectives and priorities influenced by the federal regulatory process. As the Canadian market 
matures into a second phase of operation, those experiences are important to consider. 

This paper will do a few things to make sense of those early lessons.  In Part One, we provide 
a high level overview of the industry and discuss the regulatory framework for cannabis products 
in Canada.  Part Two describes the different approaches to regulation employed at the provincial 

                                                 
1 Cannabis Act, SC 2018, c 16. 
2 David George-Cosh, Cannabis research firm cuts estimates on Canada pot market to US$5.2B by 2024, BNN 
BLOOMBERG, Apr. 9, 2019. https://www.bnnbloomberg.ca/cannabis-research-firm-cuts-estimates-on-canada-pot-
market-to-us-5-2b-by-2024-1.1241294 
3 Cannabis Act, SC 2018, c 16., amended 17 Oct., 2019. 
4 In most provinces and territories, the minimum legal age is 19. In Alberta and Quebec, it is 18. 
5 Cannabis Act, SC 2018, c 16, at §69. 
6 Given Canada’s system of federalism and strong provincial sovereignty, the Canadian context resembles supra-
national regulatory and economic systems (such as the European Union) as much as it resembles the United States.  
Neither is a perfect mirror, but Canada offers lessons for both. 
 

https://www.bnnbloomberg.ca/cannabis-research-firm-cuts-estimates-on-canada-pot-market-to-us-5-2b-by-2024-1.1241294
https://www.bnnbloomberg.ca/cannabis-research-firm-cuts-estimates-on-canada-pot-market-to-us-5-2b-by-2024-1.1241294
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and territorial level, and observes market effects flowing from the regulatory framework. Part 
Three deepens that discussion and considers that framework from four distinct vantage points 
within the supply chain: licensed producers, wholesale distributors, retail outlets, and ancillary 
businesses connected to the supply chain. Part Four explores how regulatory barriers have 
impacted early stage entrepreneurs within the market ecosystem, offering four distinct perspectives 
on how specific regulatory context has shaped entrepreneurial conduct and business strategy by 
those entrepreneurs. Part Five offers some insights and lessons learned from the nascent market 
and forecasts directions for future research. 

While the Canadian regulatory framework is in the early stages of development, the lessons 
provided by its emergence and operation offer important insights into the ways in which 
regulations shape and influence markets. 

 
I.  The Canadian Cannabis Market: An Overview 

 
A. Overview of the Canadian Cannabis Market 
 
Cannabis is big business in Canada.7 Recent estimates suggest that overall revenue from the 

world’s largest legal cannabis market is set to grow from $3.1 billion in 2019 (the 12 month period 
that legal adult-use sales were permitted) to $4.3 billion in 2024.8 The five largest Canadian 
licensed producers – Canopy Growth, Tilray, Aurora, Cronos, and Aphria –reported a combined 
market capitalization of $22.8 billion at the close of 2018.9 Current market penetration within 
Canada’s domestic markets for recreational and medical cannabis is estimated to be at 12%, and 
2020 forecasts estimate market growth of 20% annually through 2030.10 The market has a strong 
foundation. According to Statistics Canada Canadians consumed an estimated 773 metric tons of 
cannabis in 2017, with licensed, legal cannabis accounting for 56.5 tons (7.0%) of that total.11  In 
2018, over 5 million Canadians reported using cannabis products, with over 2 million using at least 
once a week.12 Notably, only 28% of Canadian cannabis users (1.4 million Canadians) reported 
obtaining all of the cannabis they consumed from a legal source.13 Those figures suggest 
substantial room for growth as consumers of illegal products convert to making legal purchases. 
The number of consumers is also growing, according to combined data collected during the second 
and third quarters of 2019, there are 578,000 new cannabis users within the market, representing 
approximately 10% of the total current consumer market.14 Provincially, the market also shows 
                                                 
7 It is important to consider overall scale in Canada, which is the world’s second largest country by land area, but is 
also a nation of 37.5 million people.  In 2018, GDP per capita was estimated at 46,233, placing Canada among the 
world’s wealthiest economies. https://data.worldbank.org/indicator/NY.GDP.PCAP.CD?locations=CA. 
8 Santiago Irigoyen, CANNABIS PRODUCTION IN CANADA, IBISWorld, Oct. 2019. Note: early estimates of industry 
growth have been conservatively reduced given regulatory issues that have impacted the overall supply chain during 
the first year of market development, those issues are discussed in this paper. 
9 Arcview/BDS Analytics Research, CANADA LEADS THE WAY ON GLOBAL CANNABIS LEGALIZATION, 2018. 
10 Kristoffer Inton, The cannabis investing outlook in 5 charts, Morningstar, Jan. 17, 2020. 
https://www.morningstar.ca/ca/news/198832/the-cannabis-investing-outlook-in-5-charts.aspx 
11 Santiago Irigoyen, CANNABIS PRODUCTION IN CANADA, IBISWorld, Oct. 2019. 
12 Statistics Canada, TABLE 36-10-0597-01, PREVALENCE OF CANNABIS CONSUMPTION IN CANADA. Accessed Feb. 15, 
2020. https://doi.org/10.25318/3610059701-eng. 
13 Statistics Canada, NATIONAL CANNABIS SURVEY, THIRD QUARTER 2019, released Oct. 30, 2019. Accessed Apr. 3, 
2020. https://www150.statcan.gc.ca/n1/daily-quotidien/191030/dq191030a-eng.htm 
14 Id. 

https://data.worldbank.org/indicator/NY.GDP.PCAP.CD?locations=CA
https://www.morningstar.ca/ca/news/198832/the-cannabis-investing-outlook-in-5-charts.aspx
https://doi.org/10.25318/3610059701-eng
https://www150.statcan.gc.ca/n1/daily-quotidien/191030/dq191030a-eng.htm
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growth potential, Ontario, Alberta, and Quebec led retail sales in the first year of legal operation, 
accounting for over 60% of total Canadian sales.15 Yet, the small number of retail stores in Ontario 
and Quebec relative to per capita population suggests that the market is underserved, and the 
supply chain and permitting delays in Alberta suggest that there is room for growth as well. 
Consumer prices for cannabis averaged $7.00 per gram in 2018, while producer prices (COGS) 
averaged $4.58 per gram.16  In the third quarter of 2019, Canadian households reported spending 
$1.4 billion on cannabis products.17 

The Canadian cannabis production industry is segmented across five major product categories. 
In 2019, recreational dried cannabis accounted for 42% of the market, an additional 24.5% was 
dominated by recreational cannabis oil and concentrates. 23.3% came from medicinal cannabis 
oils and concentrates, 7.6% from medicinal dried cannabis, and 2.6% came from the sale of seeds 
an the beginning of an edible cannabis market legalized at the close of 2019.18 As edible cannabis 
products become more widely available, that segment is expected to grow dramatically, even with 
the low legal limit placed on THC content in edible products.19 An aging Canadian population 
seeking alternative treatments for chronic health conditions, the destigmatization of cannabis as an 
illicit good, and new methods of delivering cannabis products via extract and infusion processes 
will also likely drive market demand.   

Geographically, licensed producers of cannabis products in Canada are heavily concentrated, 
with almost 90% of licensed production occurring in British Columbia, Ontario, and Alberta.20  
However, the market share of the four largest licensed producers amounts to only 25.2% of the 
total market.21  This suggests that the emerging market is still highly fragmented and that there is 
room for new entrants. The industry is highly capital intensive, development of new production 
and extraction technology is rapidly changing the industry, and revenue volatility is high as the 
nascent legal market becomes established.22 

In addition to the domestic market for recreational and medicinal cannabis products, Canada’s 
licensed producers are positioned to have significant first mover advantage on the world export 
market, and in fact already export products to Germany, South America, and other markets for 
medical or research purposes.23 As more nations move toward legalizing cannabis use, it is 

                                                 
15 Statistics Canada, THE RETAIL CANNABIS MARKET IN CANADA: A PORTRAIT OF THE FIRST YEAR, released Dec. 11, 
2019. Accessed Apr. 3, 2020. https://www150.statcan.gc.ca/n1/pub/11-621-m/11-621-m2019005-eng.htm 
16 Statistics Canada, TABLE 36-10-0598-01, CANNABIS CONSUMER AND PRODUCER PRICES. Accessed Feb. 15, 2020. 
https://doi.org/10.25318/3610059801-eng 
17 Statistics Canada, TABLE 36-10-0124-01, DETAILED HOUSEHOLD FINAL CONSUMPTION EXPENDITURE, CANADA, 
QUARTERLY (X 1,000,000). Accessed Feb. 15, 2020. https://doi.org/10.25318/3610012401-eng 
18 Santiago Irigoyen, CANNABIS PRODUCTION IN CANADA, IBISWorld, Oct. 2019. 
19 Modifications to the Cannabis Regulations by Health Canada have placed significant limits on THC content of 
edible cannabis products. Despite that, Deloitte estimates that edibles and alternatives will be worth $2,7 billion a year 
in Canada. See Deloitte LLP, NURTURING NEW GROWTH: CANADA GETS READY FOR CANNABIS 2.0. REPORT 19-6179T, 
2019. 
20 Santiago Irigoyen, CANNABIS PRODUCTION IN CANADA, IBISWorld, October 2019. 
21 Id. 
22 Id. 
23 Markian Hawryluk, America’s marijuana growers are the best in the world, but federal laws are keeping them out 
of global markets, WASHINGTON POST, Dec. 27, 2019. 
https://www.washingtonpost.com/business/2019/12/27/americas-marijuana-growers-are-best-world-federal-laws-
are-keeping-them-out-global-markets/ 

https://www150.statcan.gc.ca/n1/pub/11-621-m/11-621-m2019005-eng.htm
https://doi.org/10.25318/3610059801-eng
https://doi.org/10.25318/3610012401-eng
https://www.washingtonpost.com/business/2019/12/27/americas-marijuana-growers-are-best-world-federal-laws-are-keeping-them-out-global-markets/
https://www.washingtonpost.com/business/2019/12/27/americas-marijuana-growers-are-best-world-federal-laws-are-keeping-them-out-global-markets/
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expected that treaties and trade agreements limiting exports will be renegotiated, opening that 
market. 

 
B. Two-Path Regulatory Model Based on Classification of Use 
 
In the Canadian system, regulation of cannabis production, sale, possession, and use is different 

depending on how the use is classified.  Permitted use can either be medical (legalized in 2001) or 
recreational (legalized in 2018). Regulation of cannabis used for medical purposes is exclusively 
the jurisdiction of the federal government.24  Prior to 1923, use of cannabis for any purpose was 
legal in Canada, until the Act to Prohibit the Improper Use of Opium and other Drugs criminalized 
the cultivation, possession, sale, or use of “cannabis indica (Indian hemp) or hasheesh.”25 As a 
result of a 2000 Ontario Court of Appeal case, R. v. Parker, the prohibition against cannabis for 
medical use was deemed to be unconstitutional and invalidated, although a one-year stay was 
entered so that the federal government could promulgate regulations intended to harmonize 
government policy with constitutional rights.26 Medical use of cannabis was legalized nationwide 
in 2001 and governed by regulations issued by Health Canada.27 Those regulations, which 
originally only allowed individuals to grow their own cannabis, were expanded in 2013 to allow 
for the development of a legal manufacturing industry.28 The revised regulations required that 
individuals seeking to use cannabis for medical purposes apply to Health Canada29 via a 
registration form,30 and allowed for applicants to qualify for access to medical cannabis under two 
categories. Category 1 covered medical symptoms associated with compassionate end-of-life care 
or a list of specific medical conditions.31 Category 2 covered applicants who had debilitating 
medical conditions not listed in Category 1. In order to receive approval, Category 2 applicants 
must have had the support of a qualified medical practitioner.32   

Under the pre-2018 regulatory framework, legal medical cannabis production was limited to 
licensed producers authorized by the federal government and registered in a public database 
                                                 
24 Cannabis Act, 2018 SC, §158 
25 Federal legislation. Also, Daniel Schwartz, “Marijuana was criminalized in 1923, but why?” CBC, May 3, 2014.  
The United States followed suit twelve years later and made cannabis products illegal, See the Marihuana Tax Act of 
1935, P.L. 75-238. 
26 Regina v. Parker, 2000 CanLII 5762 (ON C.A.). CanLII. 
27 The history of medical cannabis regulation in Cannabis has taken several iterative steps. Originally, medical 
cannabis was regulated by the Marihuana Medical Access Regulations (MMAR), which came into force on July 30, 
2001. The MMAR allowed for private, but not commercial, cultivation. The MMAR was replaced in 2013 by the 
Marihuana for Medical Purposes Regulations (MMPR), which established a commercial production industry, but did 
not allow personal cultivation. The MMPR’s prohibition of personal cultivation was deemed unconstitutional by the 
Federal courts (Neil Allard v. Her Majesty the Queen), and the MMPR was repealed in 2016 by the Access to Cannabis 
for Medical Purposes Regulations (ACMPR), which was in turn repealed and replaced by the Cannabis Regulations, 
SOR 144 (2018) in order to harmonize regulations with the Cannabis Act. 
28 Marihuana for Medical Purposes Regulations (MMPR), SOR/2013-119. 
29 For a primer on the application process, See Health Canada, MEDICAL USE OF CANNABIS, Nov. 19, 2018.  
https://www.canada.ca/en/health-canada/topics/cannabis-for-medical-purposes.html 
30 Marihuana for Medical Purposes Regulations (MMPR), SOR/2013-119. 
31 Category 1 symptoms included: Severe pain and/or persistent muscle spasms from multiple sclerosis, a spinal cord 
injury, or a spinal cord disease; Severe pain, cachexia, anorexia, weight loss, and/or severe nausea from cancer; Severe 
pain, cachexia, anorexia, weight loss, and/or severe nausea from HIV/AIDS infection; Severe pain from severe forms 
of arthritis; or, Seizures from epilepsy. 
32 Marihuana for Medical Purposes Regulations (MMPR), SOR/2013-119. 

https://www.canada.ca/en/health-canada/topics/cannabis-for-medical-purposes.html
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maintained by Health Canada.33 Sale of cannabis products was direct from licensed producer to 
the consumer, delivery was effected via Canada Post.34  While licensed medical professionals are 
permitted to prescribe cannabis products, there are strict prohibitions on advertising placed on 
licensed producers.35 While cannabis has been decriminalized in Canada, a conscious decision to 
retain the regulatory framework for medical cannabis was made.36 

 
C. Three Level Framework for Government Regulation of the Adult-Use Recreational 

Cannabis Market 

In contrast to the federally controlled and regulated medical cannabis market, regulation of the 
Canadian recreational cannabis market is operationalized at three levels – Federal, Provincial, and 
Municipal. In Canada, the Constitution Act of 1867 delineates the powers of government within a 
federalist framework.37 The structure of that framework is different than the U.S. system.38  

Section 91 of the Constitution Act provides that the federal government has jurisdiction over 
the regulation of trade and commerce. Section 92 of the Constitution Act provides that provincial 
legislatures have jurisdiction over property and civil rights in the province. The provincial 
authority outlined in Section 92 has been construed to extend over the regulation of matters of 
contract.39 Municipal powers are delegated from provincial governments, and generally include 
jurisdiction over local land use, zoning, and licensing issues. 

                                                 
33 Health Canada manages the seed to sale tracking system via the Cannabis Tracking and Licensing System (CTLS), 
which can be accessed by licensed producers on a secure government website after receiving access credentials. 
34 Health Canada, A FRAMEWORK FOR THE LEGALIZATION AND REGULATION OF CANNABIS, THE FINAL REPORT OF 
THE TASK FORCE ON CANNABIS LEGALIZATION AND REGULATION, Nov. 30, 2016.  
https://www.canada.ca/content/dam/hc-sc/healthy-canadians/migration/task-force-marijuana-groupe-
etude/framework-cadre/alt/framework-cadre-eng.pdf 
35 Cannabis Act, SC 2018, c 16. In this system, licensed producers (LP) work with prescribing doctors to reach 
customers. The doctor writes cannabis prescriptions based on the medical condition. The LP pays 20% of each medical 
use customer’s purchases to the prescribing clinic; pursuant to current regulations, the commissions are paid in 
perpetuity. The prescribing clinic uses the 20% commission to hire cannabis consultants to educate patients about 
cannabis, help them select strains that fit the prescribing doctors’ recommendations, select two LPs from which they 
will order products, and establish accounts with the LPs including transmission of the prescriptions and annual 
renewals.  The LPs take the actual orders through their website and deliver the orders directly to the patient, using 
Canada Post or a same day delivery service. As may be expected, a highly profitable business model that has emerged 
is the specialized prescribing clinic; family doctors often do not have the training or knowledge to handle patients 
interested in cannabis. 
36 Health Canada, A FRAMEWORK FOR THE LEGALIZATION AND REGULATION OF CANNABIS, THE FINAL REPORT OF 
THE TASK FORCE ON CANNABIS LEGALIZATION AND REGULATION, Nov. 30, 2016.  
https://www.canada.ca/content/dam/hc-sc/healthy-canadians/migration/task-force-marijuana-groupe-
etude/framework-cadre/alt/framework-cadre-eng.pdf 
37 Constitution Act, 1867, 30 & 31 Victoria, c. 3. (U.K.). 
38 For an excellent discussion of those structural distinctions, see Martha Field, The Differing Federalisms of Canada 
and the United States, 55 LAW & CONTEMP. PROBS., NO. 1, 1992, at 107. 
39 Constitution Act, 1867, 30 & 31 Victoria, c. 3. (U.K.). §92 (13).  This clause, known colloquially as the “property 
and civil rights clause,” has been “interpreted very broadly, encompassing matters as diverse as insurance, many areas 
of business, the regulation of professions and trades, labour relations, and certain areas of private law, including 
contract law.” See Dara Lithwick, A PAS DE DEUX: THE DIVISION OF FEDERAL AND PROVINCIAL LEGISLATIVE POWERS 
IN SECTIONS 91 AND 92 OF THE CONSTITUTION ACT, 1867, Library of Parliament, Publication No. 2015-128-E, Dec. 
8, 2015. See also, Peter W. Hogg, CONSTITUTIONAL LAW OF CANADA, 5TH ED., Carswell, Toronto, 2007. 

https://www.canada.ca/content/dam/hc-sc/healthy-canadians/migration/task-force-marijuana-groupe-etude/framework-cadre/alt/framework-cadre-eng.pdf
https://www.canada.ca/content/dam/hc-sc/healthy-canadians/migration/task-force-marijuana-groupe-etude/framework-cadre/alt/framework-cadre-eng.pdf
https://www.canada.ca/content/dam/hc-sc/healthy-canadians/migration/task-force-marijuana-groupe-etude/framework-cadre/alt/framework-cadre-eng.pdf
https://www.canada.ca/content/dam/hc-sc/healthy-canadians/migration/task-force-marijuana-groupe-etude/framework-cadre/alt/framework-cadre-eng.pdf
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Federal legislation enacted in 2018, the Cannabis Act, established the legal framework for the 
sale of adult-use recreational cannabis products throughout Canada.40 Much of the regulation of 
the adult-use recreational cannabis market (including regulation of production, product tracking, 
and controls on advertising and marketing) builds on the foundation established in the context of 
medical cannabis, as the regulatory infrastructure already existed. In accordance with provincial 
authority under Section 92 of the Constitution Act, the Cannabis Act provides that each provincial 
or territorial government has the authority to determine how retail sales of cannabis products are 
regulated within their jurisdiction. In addition, municipal governments exercise control over retail 
location, hours of operation, licensing, and other operational aspects of business activity through 
their power to regulate land use, zoning, and business licensing requirements via local ordinances. 
In some instances, that has resulted in municipal governments prohibiting the establishment of 
retail cannabis stores within their communities.41 Table 1 details the nature and scope of regulatory 
control exercised at each level of government. 

 
Table 1: Division of Regulatory Roles and Responsibilities 

Activity Federal Provincial Municipal 
Possession Limits X   
Trafficking X   
Advertising & 
Packaging X   

Medical Cannabis X   
Seed-to-sale tracking 
system  X   

Production (cultivation 
and processing) X   

Distribution and 
Wholesale  X  

Retail Sales Model  X  
Retail Locations and 
Rules  X X 

Regulatory 
Compliance X X  

Land Use/Zoning  X X 
Taxation X X X 

 
Development of the adult-use recreational cannabis market’s regulatory framework 

commenced with a shift in government policy from a prohibition stance to a regulatory one in 2015 
and the creation of a Federal Task Force on Marijuana Legalization and Regulation in 2016.42  The 

                                                 
40 Cannabis Act, SC 2018, c 16 
41 See Joseph Hall, The Cannabis Tally: 77 municipalities across Ontario opt out, 337 opt in, TORONTO STAR, Jan. 
22, 2019. In Ontario, municipalities had the opportunity to opt-in/opt-out of allowing retail store operations in the 
initial phase of the legal market, several have reconsidered their stance. 
https://www.thestar.com/news/cannabis/2019/01/22/at-least-65-municipalities-across-ontario-say-no-to-cannabis-
retail.html 
42 Health Canada, A FRAMEWORK FOR THE LEGALIZATION AND REGULATION OF CANNABIS, THE FINAL REPORT OF 
THE TASK FORCE ON CANNABIS LEGALIZATION AND REGULATION, Nov. 30, 2016. The task force was organized by 
the Minister of Justice and Attorney General of Canada, supported by the Minister of Public Safety and Emergency 
Preparedness and the Minister of Health. The majority of the report was concerned with issues around regulation, 
health, and social impact of legalization. Market development, supply chain logistics, and industrial strategy was 
confined to chapter 3 of the report. https://www.canada.ca/content/dam/hc-sc/healthy-canadians/migration/task-force-
marijuana-groupe-etude/framework-cadre/alt/framework-cadre-eng.pdf 

https://www.thestar.com/news/cannabis/2019/01/22/at-least-65-municipalities-across-ontario-say-no-to-cannabis-retail.html
https://www.thestar.com/news/cannabis/2019/01/22/at-least-65-municipalities-across-ontario-say-no-to-cannabis-retail.html
https://www.canada.ca/content/dam/hc-sc/healthy-canadians/migration/task-force-marijuana-groupe-etude/framework-cadre/alt/framework-cadre-eng.pdf
https://www.canada.ca/content/dam/hc-sc/healthy-canadians/migration/task-force-marijuana-groupe-etude/framework-cadre/alt/framework-cadre-eng.pdf
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task force held a series of meetings in spring/summer 2016; opened an online portal for public 
comment that generated close to 30,000 submissions during July/August 2016; met with provincial 
governments, experts, indigenous peoples, and other stakeholders; and traveled to Colorado, 
Washington State, and Uruguay to meet with policy makers.43   

In developing the recommendations contained within its final report, the Task Force considered 
whether to recommend whether the market be mail-order only or include retail sales; whether the 
government should have a centralized market monopoly, a private-enterprise model with 
established retail cannabis storefronts, or a not-for-profit model; whether retail cannabis sales 
outlets should be co-located with alcohol or tobacco; and whether measures to control density and 
location of retail stores should be undertaken.44 That section of the task force’s report concluded 
with a strong statement that “retail sales should be regulated by provinces and territories in close 
collaboration with municipalities.”45 Following the Task Force’s final report, Bill C-45 (the 
Cannabis Act) was introduced on April 13, 2017 by the Minister of Justice to serve as the enabling 
legislation to establish a legal adult-use recreational cannabis market. After a legislative debate 
period lasting just over a year, the bill passed both houses of Parliament and received Royal Asset46 
on June 21, 2018.47 In keeping with constitutional mandates, the Cannabis Act left much of the 
authority to develop regulation to the individual provinces and territories. 

 
II. The Regulatory Framework for Cannabis Products in Canada 

 
A. Historical Background of Cannabis Regulation 

 
In Canada, the regulation of cannabis follows a familiar pattern.  Like alcohol, cannabis was 

legal and largely unrestricted when the nation of Canada formed through confederation in 1867.  
For the next 56 years, cannabis remained legal at the federal level.  The prohibition of cannabis by 
the Canadian government began in 1923, when it was added to the schedule of narcotic drugs 
prohibited under the Opium and Narcotic Drug Act of 1920.48  Several iterations of regulation 
                                                 
43 Id. Additional note: Uruguay, a nation of 3.5 million people, does not have sovereign sub-national governments. 
Uruguay legalized cannabis in 2013. Recreational cannabis products are sold exclusively in pharmacies, customers 
must register with the federal regulator and comply with purchase restrictions, and strict regulations about THC 
content and retail price controls exist in the market. See Simon Maybin, Uruguay: The world’s marijuana pioneer, 
BBC NEWS, Apr. 4, 2019. https://www.bbc.com/news/business-47785648 
44 Id., at 33-35. 
45 Id., at 34. “The task force sees the merits of both a government-run model and a private-enterprise model. Either 
model could achieve the goals of protecting public health and safety, reducing the illicit market, and controlling youth 
access. Ultimately, the task force believes that this decision rests with individual jurisdictions.” 
46 Royal Assent Act, S.C. 2002, c.15. “Royal Assent is the approval by the Sovereign of a bill that has passed both 
houses of Parliament in identical form. It is the process by which a bill becomes an act of Parliament and part of the 
law of Canada. In Canada, Royal Assent is given by the Governor General or one of the Governor General’s deputies 
(a Justice of the Supreme Court of Canada or a senior official such as the Secretary to the Governor General).” Senate 
of Canada, SENATE PROCEDURAL NOTES, NO. 6., July 2019. 
47 Bill C-45, An Act respecting cannabis and to amend the Controlled Drugs and Substances Act, the Criminal Code 
and other Acts, 1st Sess., 42nd Parl., 2018 (assented to 21 June, 2019).  See also Health Canada, THE CANNABIS ACT: 
THE FACTS. Jun. 20, 2018. https://www.canada.ca/en/health-canada/news/2018/06/backgrounder-the-cannabis-act-
the-facts.html 
48 Steve Hewitt,“While Unpleasant it is a Service to Humanity”: The RCMP’s War on Drugs in the Interwar 
Period. 38 J. CAN. STUD. No. 2, 2004, 80-104. 
 

https://www.bbc.com/news/business-47785648
https://www.canada.ca/en/health-canada/news/2018/06/backgrounder-the-cannabis-act-the-facts.html
https://www.canada.ca/en/health-canada/news/2018/06/backgrounder-the-cannabis-act-the-facts.html
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occurred between 1923 and 2000, when the production, possession, and use of cannabis for 
medical purposes was deemed to be a constitutionally protected right.  From 2000 until 2018, the 
legal status of cannabis shifted as regulations were modified to reflect greater recognition of 
individual rights and liberties, and a strong legal market of licensed producers because established.  
In 2018, recreational use of cannabis became legal across Canada.  Cannabis was a fully prohibited 
substance for 77 years in Canada, and a largely restricted and regulated substance for 18 more.  
Over that period of time, the context for the regulatory framework changed dramatically. 

 
 1. Roots in a Prohibition Mindset 
  
Drug policy in Canada has its roots in a prohibition mindset underscored by issues of race, 

class, and national origin.  In 1908, the Opium Act was enacted after future Prime Minister William 
Lyon Mackenzie King investigated the Asiatic Exclusion League riot of 1907 in Vancouver and 
learned of the extensive market for opium sales and consumption in that city.  Like others in the 
temperance movement, King was concerned that the morals of Anglo-Canadian citizens were 
being corrupted by drug use and that strong measures were necessary, as "opium smoking was 
making headway, not only among white men and boys, but also women and girls."49  King, then 
the Deputy Minister of Labour, advocated for prohibition legislation at the Federal level.  The 
Opium Act of 1908 was passed, and was then amended as the Opium and Drug Act of 1911.  It 
was further amended into the Opium and Narcotic Drug Act of 1920, then again in 1921, 1922, 
and 1923, when cannabis was added to the schedule of prohibited narcotics.  

 
The early history of Canadian drug policy is rife with racial and ethnic overtones. As Steve 

Hewitt notes in his study of the RCMP's war on drugs, "the theme of drugs, specifically opium, as 
a racial threat would be repeated throughout the 1920s".50  Popular newspaper and magazine 
articles on the dangers of drug use were common, and lurid accounts of Anglo-Canadians descent 
into shameful behaviour as a result of drug use were popularly and widely read. The most notable 
of these were a series of articles by Emily Murphy that were published in Maclean's; these were 
later collected and published as a book, The Black Candle, in 1922.51   

 
A man or woman who becomes an addict seeks the company of 
those who use the drug, and avoids those of his own social status. 
This explains the amazing phenomenon of an educated 
gentlewoman, reared in a refined atmosphere, consorting with the 
lowest classes of yellow and black men. It explains, too, why 
sometimes a white woman deserts or “farms out” a half-blood 
infant, or on rare occasions brings it to the juvenile court for 
adoption. 

 
Under the influence of the drug, the woman loses control of herself; 
her moral senses are blunted, and she becomes “a victim” in more 

                                                 
49 Robert Montserin, CRIMINALIZATION OF DRUG ACTIVITY IN CANADA. MA thesis, University of Ottawa. 1981. p.40. 
50 Hewitt, 2004, p.84. 
51 Emily Murphy, THE BLACK CANDLE. Toronto: Thomas Allen. 1922. 
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senses than one. When she acquires the habit, she does not know 
what lies before her; later, she does not care. She is a young woman 
who is years upon years old.52  
 

While she was not the only author writing what Catherine Carstairs (1998) had termed "drug 
narratives," she was the most well-known among them.53  According to many accounts, Murphy 
introduced the evils of cannabis use into the public debate through her chapter Marihuana - A New 
Menace; and it is clear that both it and other drugs fit into the mix of social ills that alcohol 
prohibitionists and temperance crusaders railed against.54  Murphy, and others involved in the 
social and moral reform movements of the early 20th century, were drawn to this crusade.  
However, while Murphy may have brought cannabis into the prohibition and temperance debate, 
she may have been less effective in moving government to action.  Carstairs (2000) notes that 
cannabis was more likely added to the schedule of prohibited substances in 1923 as Canada had 
participated in international drug prohibition conferences and conventions which included 
cannabis on their lists.55  As a result, treaty harmonization would dictate its inclusion, and the 
argument that regulatory reform was impossible due to those treaties would dominate the 
discussion until the R. v. Parker56 decision in 2000. 

  
 2. Gradual Shift from a Prohibition/Prosecution Framework to a Regulatory and   

 Licensing Approach 

Unlike the prohibition of alcohol, which was largely a provincially-regulated affair that ended 
in most provinces in the 1920s, cannabis remained strongly prohibited at the Federal level until 
2000.  Despite that fact, legal sanctions for cannabis use in Canada were reportedly fairly 
uncommon, the first seizure of cannabis by Canadian police was in 1937, and the number of arrests 
and prosecutions for cannabis use across Canada was fairly low.57 

Canadian drug policy went through several distinct phases: a prohibitionism phase lasting from 
1908 through 1969, a period of mild liberalization from 1969 through 1986, and a resurgence of 
prohibitionism on the part of the Mulroney government beginning in 1986, which coincided with 
the Reagan administration's "War on Drugs" in the United States.58 The period following the 
Mulroney administration's effort to marshal forces for a war on drugs was largely a period of 

                                                 
52 Id., at 17 
53 Catherine Carstairs, Innocent Addicts, Dope Fiends and Nefarious Traffickers: Illegal Drug Use in 1920s English 
Canada. 33 J. CAN. STUD. No. 3. 1998., 145-162, at 146 
54 Id. See also David F. Musto, THE AMERICAN DISEASE: ORIGINS OF NARCOTIC CONTROL. New York: Oxford 
University Press. 1999. 
55 Catherine Carstairs, HOP HEADS AND HYPES, DRUG USE, REGULATION AND RESISTANCE IN CANADA, 1920-1961. 
PhD diss. Ottawa: National Library of Canada/Bibliothèque nationale du Canada. 
2000, at 49 
56 Regina v. Parker, 2000 CanLII 5762 (ON C.A.). CanLII. 
57 Carstairs, 2000 
58 Patricia G. Erickson, Recent trends in Canadian drug policy: The decline and resurgence of prohibitionism, 
121 DAEDALUS No. 3. 1992. p. 239-267, at 244-251. 
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liberalism, with the exception of an attempt by the Harper administration to enforce stricter 
sentencing guidelines for drug offenses with a national drug policy in 2010.59  

The phases of Canadian drug policy largely mirror and follow changes in Canadian society 
over the last 100 years.  The initial prohibitionism phase had its roots in anti-Asian sentiment and 
manifested itself through a series of Federal legislative efforts that culminated in the 1923 act.60 
The 1923 act was eventually supplanted by the Narcotics Control Act of 1961, which significantly 
increased the maximum penalties for cannabis trafficking, but also removed the minimum sentence 
for possession.61  While rates of cannabis possession and use were fairly low across Canada during 
this period, the use of cannabis products became more widespread across North America in the 
1960s, and the number of convictions for cannabis use in Canada increased dramatically, from less 
than 25 cases in 1962 to 12,000 a decade later.62  This spurred government action and ushered in 
the second phase of Canadian drug policy, mild liberalization.  In 1969 the Liberal government 
headed by Pierre Trudeau established the Commission of Inquiry into the Non-Medical Use of 
Drugs, more commonly known as the Le Dain Commission.63  As noted by Kenny and Nolan: 

 
The Commission carried out its activities from mid-October 1969 
until December 14, 1973, when its final report was tabled. During 
this period, it heard from 639 groups and individuals: 295 
organizations presented briefs and 43 appeared before the members 
of the Commission; 212 individuals made submissions and 89 gave 
oral presentations. In total, the Commission held public hearings in 
27 cities, including Ottawa and the ten provincial capitals, travelling 
some 50,000 miles around the country. During its term, the 
Commission published four reports: an interim report (1970), a 
special report on cannabis (1972), a report on treatment (1972) and 
a final report (1973).64 

 
In May 1972, the Le Dain commission recommended removing criminal penalties for cannabis 

possession.65 The commission's proposal was flatly rejected by the Federal government, and 
subsequent calls to reduce penalties for cannabis use were routinely 'neglected and rejected' by 
successor governments.66   

While the Le Dain commission's recommendation and subsequent proposals for 
decriminalization were unheeded, popular opinion about Cannabis use in Canada shifted from 

                                                 
59 Eric L. Jensen and Jurg Gerber. State efforts to construct a social problem: The 1986 war on drugs in Canada. 18 
CAN. J. SOCIOL. No. 4: 1993. p. 453-462.  See also Clayton J. Mosher, Convergence or divergence? Recent 
developments in drug policies in Canada and the United States. 41 AM. REV. CAN. STUD. No. 4: 2011. p. 370-386. 
60 Hewitt, 2004. 
61 Erickson, 1992. 
62 Kenny, Colin, and Pierre Claude Nolin. CANNABIS: REPORT OF THE SENATE SPECIAL COMMITTEE ON ILLEGAL DRUGS. 
University of Toronto Press. 2003. 
63 Id. 
64 Id. 
65 Gérald Éric Le Dain, CANNABIS: REPORT OF THE CANADIAN GOVERNMENT COMMISSION OF INQUIRY INTO THE NON-
MEDICAL USE OF DRUGS. Ottawa: Information Canada. 1972. 
66 Andrew D. Hathaway and Patricia G. Erickson. Drug reform principles and policy debates: Harm reduction 
prospects for cannabis in Canada. 33 JRN. DRUG ISS. No. 2. 2003. p. 465-495.  See also Erickson, 1998. 
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seeing it as a societal evil to activity worthy of greater tolerance.  Discussion about the societal 
harms of prohibition and imprisonment increasingly began to be part of the national debate, as did 
concerns about due process, constitutional rights and liberties, and calls for a shift from a 
prohibition to a regulatory approach grew.67  The Mulroney government's abrupt shift in 1986 
toward prohibition was surprising to many professionals, policymakers, and researchers, who did 
not share his view that "drug abuse has become an epidemic that undermines our economic as well 
as our social fabric".68  Nevertheless, Canada moved to harmonize drug policy with the U.S. during 
this period and devoted resources, both human and fiscal, to that effort.  The Controlled Drugs 
and Substances Act of 1996 (CDSA) was the result. 

The regulatory landscape changed dramatically in 2000 with the Ontario Court of Appeal's 
decision in R. v. Parker,69 a case about a man suffering from epilepsy who cultivated his own 
cannabis in order to alleviate his symptoms.  Parker was charged with cultivating and possessing 
marijuana, and was convicted of violating both the CDSA and the Narcotic Control Act.  In Parker, 
the court held that both prohibitions violated Parker's constitutional rights under section 7 of the 
Canadian Charter of Rights and Freedoms, which "protects the right to make choices concerning 
one's own body and control over one's physical and psychological integrity free from interference 
by criminal prohibition."  In its opinion, the court referenced the discriminatory origins of 
Canadian drug policy, stating that "the regulation of marijuana has a very short history in Canada 
and lacks a significant foundation in our legal tradition. It is, in fact, an embarrassing history based 
upon misinformation and racism."70 The court noted that while the government had an interest in 
protecting citizens against the harmful effects of marijuana, a blanket prohibition against cannabis 
possession was an overly broad restriction on charter rights, and ordered a one-year stay of the law 
so that the government could develop appropriate regulations.  Those were produced in 2001, and 
a series of judicial decisions further narrowing the government's right to prohibit cannabis 
cultivation, possession, and use followed.  The Federal government responded with an evolution 
of regulations between 2001 and 2018 that shaped the modern market for cannabis in Canada, and 
also firmly established the provincial role in the co-regulation of cannabis products. 

 
B. Regulatory Differences Among the Provinces Adult-Use Recreational Cannabis Market 
 
Canada is comprised of ten sovereign provinces and three territories. Operationalization of 

provincial and territorial markets has unfolded very differently depending on the degree of 
participation each provincial government chose to undertake within the market. There are three 
regulatory models in operation for the recreational cannabis market in Canada: A government-
operated model (Quebec, Nova Scotia, New Brunswick, Prince Edward Island, Northwest 
Territories), where the government is the sole supplier of recreational cannabis products; a private 
market model (Saskatchewan), where the government has taken the role of a regulator, but not as 
a market participant; and a hybrid approach (British Columbia, Alberta, Manitoba, Ontario, 
Newfoundland, Yukon, Nunavut), where the two models are blended, and where the government 

                                                 
67 Benedikt Fischer, Prohibition, public health and a window of opportunity: An analysis of Canadian drug policy, 
1985–1997. 20 POL. STUD. No. 3: 1999. 197-210.  See also Elaine Hyshka, Turning failure into success: what does 
the case of Western Australia tell us about Canadian cannabis policy-making? 30 POL. STUD. No. 5, 2009. 513-531. 
68 Erickson 1992, 248. 
69 Regina v. Parker, 2000 CanLII 5762 (ON C.A.). CanLII. 
70 Id. 
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takes control of and participates in some aspect of the market supply chain. Table 2 details the 
regulatory models by province: 

 
Table 2: Regulatory Framework by Province 

 Wholesale Brick & 
Mortar Retail 

Online 
Retail 

Minimum 
Age 

Grow Your 
Own 

British 
Columbia 

Government Hybrid 
(Government 
and Private) 

Government 19 4 plants 

Alberta Government Private Government 18 4 plants 
Saskatchewan Private Private Private 19 4 plants 
Manitoba Government Private Private 19 Not Permitted 
Ontario Government Private Government 19 4 Plants 
Quebec Government Government Government 18 Not permitted 
New 
Brunswick 

Government Government Government 19 4 plants 

Nova Scotia Government Government Government 19 4 plants 
P.E.I. Government Government Government 19 4 plants 
Newfoundland 
& Labrador 

Government Private Government 19 4 plants 

Yukon Government Hybrid 
(Government 
and Private) 

Government 19 4 plants 

NWT Government Government Government 19 4 plants 
Nunavut Government Hybrid 

(Government 
and Private) 

Hybrid 
(Government 
and Private) 

19 No restriction 

Source: Provincial Legislation 
  
Concurrent with the development of federal legislation, each of the provinces and territories 

began the process of developing provincial and territorial legislation and promulgated regulations 
to operationalize the local market. That process occurred simultaneously amongst the provinces 
and territories. In each case, legislatures had to determine (1) whether to play an active role in the 
market beyond serving as a regulator, (2) whether to allow brick and mortar retail sales, (3) what 
the minimum age to purchase or consume cannabis products should be, and (4) whether to allow 
in-home cultivation of cannabis plants. The legislative process mirrored the socio-political makeup 
of each province, but largely was not informed by a stable model of regulating legal adult-use 
cannabis products at the sub-national level within a nationally-legalized framework.71  

Unlike the development of state-level markets in the U.S. context, the development of 
Canadian markets was not hindered by considerations about how to operationalize banking or 
payment systems, or whether capital could be raised via equity markets or through traditional bank 
loans.72 

                                                 
71 To that point, the only operational sub-national regulatory systems for adult-use cannabis products for provincial 
governments to observe were in Colorado and Washington State. Colorado legalized recreational cannabis in 2012 
and opened the market in 2014. The market serves 5.7 million Coloradans and generated $700 million in sales the first 
year. Washington State also legalized recreational cannabis in 2012 and opened the market in 2014. The market serves 
7.5 million Washingtonians and generated $260 million in the first year. Both U.S. states have substantially more 
businesses serving the market than Canadian provinces, over 1,500 in Colorado, and over 1,900 in Washington State, 
and both markets generate over $1 billion in annual sales each. 
72 It should be noted that while there is not a prohibition on banking or lending to cannabis business engaged in the 
Canadian market, there are still significant risk factors associated with accessing capital for early stage entrepreneurs 
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British Columbia: 
Wholesale: Government. Online: Government. Brick & Mortar Retail: Hybrid (Government 

and Private). 57 retail stores. In B.C., enabling legislation for the recreational market was 
developed in 2017 and 2018, and is comprised of the Cannabis Control and Licensing Act 
(CCLA)73 and the Cannabis Distribution Act (CDA),74 which establishes the approval procedure 
for retail cannabis stores and regulates the provincial distribution framework. In B.C., regulatory 
authority for recreational cannabis is shared across several areas of government. The Cannabis 
Legalization and Regulation Secretariat led the development of the provincial non-medical 
cannabis framework and is the central coordinating body for non-medical cannabis policy across 
the provincial government. The Liquor and Cannabis Regulation Branch (LCRB) is responsible 
for licensing non-medical cannabis private stores and monitoring the non-medical cannabis retail 
sector. The Liquor Distribution Branch is B.C.’s wholesale distributor and also runs the 
government’s retail stores.75 

Alberta: 
Wholesale: Government. Online: Government. Brick & Mortar Retail: Private. 176 retail 

stores. In Alberta, the enabling legislation for the recreational market was developed in a series of 
legislative bills in 2017 and 2018.76 The Alberta Gaming, Liquor and Cannabis Commission is the 
province’s wholesale distributor, supplies the online retail market, and is also responsible for 
approving and regulating retail stores.77 Alberta has the most retail outlets (176) of any Canadian 
province, representing 43% of the total number of retail stores in Canada. 

Saskatchewan: 
Wholesale: Private. Online: Private. Brick & Mortar Retail: Private. 35 retail stores. In 

Saskatchewan, enabling legislation for the recreational market was developed in 2018.78 The entire 
recreational market is privately managed, from wholesale distribution to brick and mortar and 
online retail operations. The Saskatchewan Liquor and Gaming Authority (SLGA) is designated 
as the regulator. Notably, Saskatchewan also allows for the delivery of recreational cannabis 
products via store personnel, common carrier, or private courier service. 

Manitoba:  
Wholesale: Government. Online: Private. Brick & Mortar Retail: Private. 23 retail stores. In 

Manitoba, enabling legislation for the recreational market was developed in 2018.79 A private 

                                                 
given limitations in the license process and prohibitions against vertical integration of firms. These are discussed in 
more detail at section III.C. 
73 Bill 30, Cannabis Control and Licensing Act, 3rd Sess, 41st Leg, B.C., 2018 (assented to 31 May, 2018) 
74 Bill 31, Cannabis Distribution Act, 3rd Sess, 41st Leg, B.C., 2018 (assented to 31 May, 2018) 
75 British Columbia Public Safety and Emergency Services, Community Safety Unit, Cannabis. 
https://www2.gov.bc.ca/gov/content/safety/public-safety/cannabis, accessed on Feb. 13, 2020. 
76 Bill 26, An Act to Control and Regulate Cannabis, 3rd Sess, 29th Leg, Alberta, 2017 (assented to 12 December, 
2017) SA 2017, c21; Bill 29, An Act to Reduce Cannabis and Alcohol Impaired Driving, 3rd Sess, 29th Leg, Alberta, 
2017 (assented to 15 December, 2017) SA 2017, c26; Bill 6 Gaming and Liquor Statutes Amendment Act, 4th Sess, 
29th Leg, Alberta 2018 (assented to 11 June, 2018) SA 2018, c7. 
77 Alberta Cannabis Framework and Legislation, https://www.alberta.ca/cannabis-framework.aspx, accessed on 
Feb.13, 2020. 
78 Bill 121, The Cannabis Control (Saskatchewan) Act, 2nd Sess, 28th Leg, Saskatchewan, 2018 (assented to 30 May, 
2018) SS 2018, c C-2.111. 
79 Bill 11, The Safe and Responsible Retailing of Cannabis Act, 3rd Sess, 41st Leg, Manitoba, 2018. 

https://www2.gov.bc.ca/gov/content/safety/public-safety/cannabis
https://www.alberta.ca/cannabis-framework.aspx
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sector retail model is regulated by the Liquor, Gaming and Cannabis Authority (LGCA). The 
Manitoba Liquor and Lotteries (MBLL) agency is responsible for wholesale distribution.80 

Ontario:  
Wholesale: Government. Online: Government. Brick & Mortar Retail: Private. 24 retail stores. 

In Ontario, enabling legislation for the recreational market was developed in 2017.81 The Alcohol 
and Gaming Commission of Ontario regulates the granting of retail licenses, wholesale distribution 
to private retail stores and online direct to consumer sales are managed through a provincially 
owned entity called the Ontario Cannabis Store.82 Notably, Ontario provided municipalities a one-
time opportunity to opt-out of locating retail stores within their communities.83 

Quebec: 
Wholesale: Government. Online: Government. Brick & Mortar Retail: Government. 18 retail 

stores. In Quebec, enabling legislation for the recreational market was developed in 2017,84 and 
amended in 2019.85  The act provides that only the Société québécoise du cannabis (SQDC) has 
the authority to sell recreational cannabis, and that individuals are not allowed to cultivate their 
own cannabis plants. 

New Brunswick: 
Wholesale: Government. Online: Government. Brick & Mortar Retail: Government. 21 retail 

stores. In New Brunswick, enabling legislation for the recreational market was developed in 
2017.86 That legislation established the Cannabis Management Corporation, a Crown corporation 
charged with the oversight, organization, conduct, management and control of the retail sales of 
cannabis.  The New Brunswick Liquor Corporation Act was also amended to allow NB Liquor to 
operate cannabis retail stores through a subsidiary, Cannabis NB.87 

Nova Scotia: 
Wholesale: Government. Online: Government. Brick & Mortar Retail: Government. 13 retail 

stores. In Nova Scotia, enabling legislation for the recreational market was developed in 2018.88 
The Nova Scotia Liquor Corporation is the only authorized retailer of recreational cannabis in 
Nova Scotia. Cannabis can be purchased by adults at designated NSLC stores or online. 

Prince Edward Island: 
                                                 
80 Government of Ontario, “Buying Recreational Cannabis”, 13 December, 2019. 
https://www.gov.mb.ca/cannabis/knowthefacts/retailcannabis.html 
81 Bill 174, Cannabis, Smoke-Free Ontario and Road Safety Statute Law Amendment Act, 2nd Sess, 41st Leg, Ontario, 
2017 (assented to 12 December 2017). 
82 Government of Ontario, “buying recreational cannabis”. Updated 13 December, 2019. 
https://www.ontario.ca/page/buying-recreational-cannabis 
83 Alcohol and Gaming Commission of Ontario, https://www.agco.ca/cannabis/list-ontario-municipalities-
prohibiting-or-allowing-cannabis-retail-stores. “Municipalities had until January 22, 2019 to inform the AGCO if they 
wished to opt out. Municipalities that chose to opt out can opt back in at any time—but once they are in, they may no 
longer opt out.” 
84 Bill 157, An Act to constitute the Société québécoise du cannabis, to enact the Cannabis Regulation Act and to 
amend various highway safety-related provisions, 1st Sess, 41st Leg, Quebec, 2017 (assented to 12 June, 2017). 
85 Bill 2, An Act to tighten the regulation of cannabis, 1st Sess, 41st Leg, Quebec, 2019 (assented to 1 November, 
2019). 
86 Bill 16, Cannabis Control Act, 4th Sess, 58th Leg, New Brunswick, 2017 and Bill 17, Cannabis Management 
Corporation Act, 4th Sess, 58th Leg, New Brunswick, 2017. 
87 Government of New Brunswick, Information on Legislative Framework, 
https://www2.gnb.ca/content/dam/gnb/Departments/eco-
bce/Promo/cannabis_info/info_on_legislative_framework.pdf 
88 Bill 108, Cannabis Control Act., 1st Sess, 63rd Leg, Nova Scotia, 2018 (assented to 18 April, 2018) c. 3, s. 1. 

https://www.gov.mb.ca/cannabis/knowthefacts/retailcannabis.html
https://www.ontario.ca/page/buying-recreational-cannabis
https://www.agco.ca/cannabis/list-ontario-municipalities-prohibiting-or-allowing-cannabis-retail-stores
https://www.agco.ca/cannabis/list-ontario-municipalities-prohibiting-or-allowing-cannabis-retail-stores
https://www2.gnb.ca/content/dam/gnb/Departments/eco-bce/Promo/cannabis_info/info_on_legislative_framework.pdf
https://www2.gnb.ca/content/dam/gnb/Departments/eco-bce/Promo/cannabis_info/info_on_legislative_framework.pdf
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Wholesale: Government. Online: Government. Brick & Mortar Retail: Government. 4 retail 
stores. In P.E.I., enabling legislation for the recreational market was developed in 2018.89 
Distribution and sale of cannabis is supervised by the Prince Edward Island Cannabis Management 
Corporation.90 

Newfoundland and Labrador: 
Wholesale: Government. Online: Government. Brick & Mortar Retail: Private. 26 retail stores. 

In Newfoundland, enabling legislation for the recreational market was developed in 2018.91 
Wholesale distribution and retail license approval are managed by the Newfoundland and 
Labrador Liquor Corporation. 

Yukon: 
Wholesale: Government. Online: Government. Brick & Mortar Retail: Hybrid (Government 

and Private). 4 retail stores.  In Yukon, enabling legislation for the recreational market developed 
in 2018.92 The Yukon Liquor Corporation has oversight over licensing private retail stores via the 
Cannabis Licensing Board.93 Online sales are managed by Cannabis Yukon, a government entity.94 

Northwest Territories: 
Wholesale: Government. Online: Government. Brick & Mortar Retail: Government. 6 retail 

stores. In NWT, enabling legislation for the recreational market was developed in 2018.95 The 
NWT Liquor & Cannabis Commission operates all commercial aspects of the territorial market. 

Nunavut: 
Wholesale: Government. Online: Hybrid (Government and Private). Brick & Mortar Retail: 

Hybrid (Government and Private). 0 retail stores. In Nunavut, enabling legislation for the 
recreational market was developed in 2018.96  The Liquor and Cannabis Board has oversight over 
licensing private retail stores, and the territorial government has authority to sell online, in stores, 
and through an agent.97 

 
As Table 2 demonstrates, the provincial approaches to regulation are somewhat regional in 

nature. The system in western Canada and the Prairies largely mirrors the regulatory system for 
alcohol sales, approving relatively large numbers of retail licenses. Ontario has a model similar to 
Alberta, but strictly regulates the number of licenses issued,98 as does Newfoundland and 

                                                 
89 Cannabis Control Act, R.S.P.E.I. 1988, Cap. C-1.2, See Also, Government of Prince Edward Island, Cannabis 
Policy, Legislation and Regulation, (26 January, 2018) https://www.princeedwardisland.ca/en/information/cannabis-
policy-legislation-and-regulation 
90 Cannabis Management Corporation Act, R.S.P.E.I. 1988, Cap. C-1.3 
91 Bill 20, Cannabis Control Act, 3rd Sess, 48th Leg, Newfoundland and Labrador, 2018 (assented to 31 May, 2018) 
c. C-41. 
92 Bill 15, Cannabis Control and Regulation Act, 2nd Sess, 34th Leg, Yukon, 2018 (assented to 24 April, 2018). 
93 Government of Yukon, Yukon Liquor Corporation, Apply for a Cannabis Licence, http://www.ylc.yk.ca/Cannabis-
licence.html 
94 Cannabis Yukon, https://cannabisyukon.org/ 
95 Bill 6, Cannabis Legalization and Regulation Implementation Act, 3rd Sess, 18th Leg, NWT, 2018. 
96 Bill 7, Cannabis Act, 2nd Sess, 5th Leg, Nunavut, 2018 (assented to 13 June, 2018). C-7; and Bill 8, Cannabis 
Statute Amendment Act, 2nd Sess, 5th Leg, Nunavut, 2018 (assented to 13 June, 2018). C-8. 
97 Government of Nunavut, Department of Finance, Cannabis, https://www.gov.nu.ca/finance/information/cannabis 
98 In Ontario, the initial granting of retail store licenses was done via a province-wide lottery system. That system was 
widely disparaged by critics as being unfair, limiting consumer access to cannabis products, and negatively impacting 
the ability of businesses to effect business plans. In January 2020, Ontario modified regulations and now issues 
licenses in an open market system. See Christy Somos, Ontario's cannabis retail lottery in question after year of 

https://www.princeedwardisland.ca/en/information/cannabis-policy-legislation-and-regulation
https://www.princeedwardisland.ca/en/information/cannabis-policy-legislation-and-regulation
http://www.ylc.yk.ca/Cannabis-licence.html
http://www.ylc.yk.ca/Cannabis-licence.html
https://cannabisyukon.org/
https://www.gov.nu.ca/finance/information/cannabis
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Labrador. Quebec and the Maritimes largely have tight government market control and the 
government is the sole supplier of recreational cannabis products to consumers. The territories 
have a mixed approach to regulatory frameworks, with the Northwest Territories resembling the 
approach favored in the Maritimes, Nunavut and Yukon mirror the regulatory framework adopted 
by British Columbia. It is expected that the number of retail stores in British Columbia, Ontario, 
Saskatchewan, and Alberta will grow. 

 
A.  Effects of Regulation on Overall Provincial Market Sales 

 
Governments make choices in framing market regulations that have a significant impact on the 

development of that market.  The particular regulatory framework employed by a government 
provides the mechanism through which firms assess business opportunities and develop 
entrepreneurial strategy.  In new markets, the creation of both nascent regulatory frameworks and 
nascent business strategies often occurs simultaneously, and those efforts typically do not have 
benefit of prior industry knowledge, experience, or a predicable sense of the market.  That is 
certainly the case in the Canadian cannabis market. 

Across Canada, provincial markets faced significant delays in developing and operationalizing 
the wholesale supply chain, in creating a system for the approval and issue of retail store licenses, 
and in the development of clear and market-oriented regulations for ancillary businesses impacted 
the ability for the markets to fully develop in the first year of operation. The significant ambiguity 
around the timing of regulatory approvals, the availability of finished goods to be supplied to and 
sold through provincial wholesalers, and the fragmented development of municipal zoning 
regulations and business license approvals all had negative consequences for the market. 

This section presents three tables.  Table 3 details the number of brick and mortar retail outlets 
on a provincial level and references the provincial population at the same time. Table 4 organizes 
sales data from the first year of market operations by province and calculates each province’s 
percentage of overall market share. Table 5 illustrates the growth in the retail store ecosystem from 
December 2019 to February 2020.  

 
 

Table 3: Population, Number of Retail Outlets, Sales Data, and Percentage of  
Market Share by Province 

 Population 
(Q3 2019 
est.) 

Number of 
Brick & 
Mortar Retail 
Outlets 
(Dec 2019) 

Population 
per Retail 
Outlet 

Provincial 
Percentage 
of National 
Population 

Provincial 
Percentage 
of Retail 
Outlets 

British 
Columbia 

5,071,336 91 88,971 13.5% 17.0% 

Alberta 4,371,316 255 24,837 11.6% 47.7% 
Saskatchewan 1,174,462 37 33,556 3.1% 6.9% 
Manitoba 1,369,465 27 59,542 3.6% 5.0% 
Ontario 14,566,547 18 606,939 38.8% 3.4% 
Quebec 8,484,965 34 471,387 22.6% 6.4% 

                                                 
legalization, CTV NEWS, Dec. 10, 2019. https://www.ctvnews.ca/canada/ontario-s-cannabis-retail-lottery-in-
question-after-year-of-legalization-1.4723331 
 
 

https://www.ctvnews.ca/canada/ontario-s-cannabis-retail-lottery-in-question-after-year-of-legalization-1.4723331
https://www.ctvnews.ca/canada/ontario-s-cannabis-retail-lottery-in-question-after-year-of-legalization-1.4723331
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New 
Brunswick 

776,827 21 36,992 2.1% 3.9% 

Nova Scotia 971,395 13 74,723 2.6% 2.4% 
P.E.I. 156,947 5 39,237 0.4% 0.9% 
Newfoundland 
& Labrador 

521,542 25 20,059 1.4% 4.7% 

Yukon 40,854 3 10,214 0.1% 0.6% 
NWT 44,826 6 7,471 0.1% 1.1% 
Nunavut 38,780 --  0.1% 0.0% 
Total 37,589,262 535 92,357 100% 100% 

Source: Statistics Canada 
 
As noted in Table 3, there were 535 brick and mortar retail recreational cannabis stores across 

Canada in December 2019.  The distribution of retail stores was widely disparate, and the variance 
clearly reflects the impact of provincial regulation on the market. In provinces where the 
government has chosen to employ a less restrictive regulatory approach to issuing retail licenses 
(Alberta, Saskatchewan, Manitoba) the ratio of retail outlets to population is fairly high, suggesting 
that the market is relatively well-served in its initial stages.99 By comparison, Quebec and Ontario, 
both provinces that deliberately restricted license issuance or the number of retail stores, are clearly 
underserving potential consumer demand given the low ratio of retail stores to population. 
Regional geography also plays a role, the Maritimes, for example, have government-run retail 
stores, smaller overall populations, and a highly concentrated population within small city 
metropolitan areas.100 

 
Table 4: Number of Retail Outlets by Population, Sales Data, and Percentage of Market Share by Province 

 Population 
(Q3 2019 
est.) 

Number of 
Brick & 
Mortar 
Retail 
Outlets 
(Dec 2019) 

B&M Sales ($) 
(Oct 2018-Sep 
2019) 

Sales Per 
Capita 
($) 

Sales Per 
Retail Outlet 
($) 

Provincial 
Percentage 
of Market 
Share 

British 
Columbia 

5,071,336 91 49,659,000 10 545,703 5.5% 

Alberta 4,371,316 255 195,740,000 45 767,608 21.6% 
Saskatchewan 1,174,462 37 38,165,000 32 1,031,486 4.2% 
Manitoba 1,369,465 27 56,103,000 41 2,077,889 6.2% 
Ontario 14,566,547 18 216,807,000 15 12,044,833 23.9% 
Quebec 8,484,965 34 194,865,000 23 5,731,324 21.5% 
New 
Brunswick 

776,827 21 37,905,000 49 1,805,000 4.2% 

Nova Scotia 971,395 13 65,805,000 68 5,061,923 7.3% 
P.E.I. 156,947 5 15,216,000 97 3,043,200 1.7% 
Newfoundland 
& Labrador 

521,542 25 30,615,000 59 1,224,600 3.4% 

                                                 
99 It should be noted that, in Alberta, the AGLC issued a moratorium on new license issuance for several months given 
supply chain constraints.  Despite that moratorium, Alberta led the nation in the total number of retail stores established 
in the first year of the legal market. 
100 In New Brunswick, the provincial government originally operated retail stores through a crown corporation.  In 
late 2019, the government solicited bids from private firms to manage provincial retail operations.  Kevin Bissett, New 
Brunswick moves toward privatization of cannabis sales following losses in first year, FINANCIAL POST, Nov. 14, 
2019. https://business.financialpost.com/cannabis/cannabis-business/president-of-cannabis-nb-says-it-will-take-
more-time-to-be-profitable 
 

https://business.financialpost.com/cannabis/cannabis-business/president-of-cannabis-nb-says-it-will-take-more-time-to-be-profitable
https://business.financialpost.com/cannabis/cannabis-business/president-of-cannabis-nb-says-it-will-take-more-time-to-be-profitable
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Yukon 40,854 3 4,216,000 103 1,405,533 0.5% 
NWT 44,826 6 2,737,000 61 456,167 0.3% 
Nunavut 38,780 -- --  0 -- 
Total 37,589,262 535 907,833,000 24 1,696,884 100% 

Source: Statistics Canada  
 
Table 4 delineates first year market sales data at a provincial level. The data suggest that the 

relatively diffuse nature of Alberta’s brick and mortar retail store network serves the market fairly 
well, as per-capita and total sales in Alberta are quite high relative to other provinces. Similarly, 
per-capita data from Saskatchewan and Manitoba suggest that the market was relatively well-
served. By comparison, while Ontario and Quebec both have higher overall sales numbers, their 
per capita sales are quite low, reflecting an undersupply of retail outlets and, perhaps, inadequate 
coverage based on geographical distribution. Per capita numbers are quite high in the Maritimes, 
Newfoundland, and the territories, reflecting the unique characteristics of these relatively small 
regional markets. In British Columbia, both total sales and per capita sales numbers suggest that 
the legal market is both underserved by the number of retail outlets and that the conversion rate of 
customers purchasing from illegal black market outlets to legal outlets is lagging. Those concerns 
are echoed across Canada.101 

 
Table 5: Growth in Retail Store Ecosystem: December 2019 - April 2020:  

 Population 
(Q3 2019 
est.) 

Number of 
Brick & 
Mortar 
Retail 
(Dec 2019) 

Provincial 
Percentage of 
Market Share 
(December 
2019) 

Number of 
Brick & 
Mortar Retail 
(April 2020) 

Provincial 
Percentage 
of Brick & 
Mortar 
Retail 
(April 2020) 

British 
Columbia 

5,071,336 91 5.5% 177 20.8% 

Alberta 4,371,316 255 21.6% 436 51.4% 
Saskatchewan 1,174,462 37 4.2% 42 4.9% 
Manitoba 1,369,465 27 6.2% 30 3.5% 
Ontario 14,566,547 18 23.9% 52 6.1% 
Quebec 8,484,965 34 21.5% 41 4.8% 
New 
Brunswick 

776,827 21 4.2% 20 2.4% 

Nova Scotia 971,395 13 7.2% 12 1.4% 
P.E.I. 156,947 5 1.7% 4 0.5% 
Newfoundland 
& Labrador 

521,542 25 3.4% 25 2.9% 

Yukon 40,854 3 0.5% 5 0.6% 
NWT 44,826 6 0.3% 5 0.6% 
Nunavut 38,780 -- -- 0 0.0% 
Total 37,589,262 535 100% 849 100% 

Source: Statistics Canada  
 
Table 5 depicts the change in the number of retail stores within each province between 

December 2019 and April 2020.  As the retail market has began to scale, particularly in British 

                                                 
101 As noted in Part V, future research into the spatial distribution of retail stores, the conversion of black market to 
legal retail customers, and analysis of supply chain, retail licensing, and inter-store transfer and inventory management 
regulations will help uncover the market disparities briefly outlined here. 
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Columbia, Alberta, Ontario, and Quebec, the ecosystem is beginning to take greater shape. 
However, concerns about the market impacts of a number of regulatory constraints are still open. 

 In order to understand the total market impact of regulations within the adult-use 
recreational cannabis market, assessment of distinct perspectives within the supply chain is 
warranted.  Those perspectives are detailed in the next section. 

 
III. Regulatory Effects Within the Adult-use Recreational Supply Chain System   

 
From the perspective of participants who are businesses, the cannabis supply chain has four 

major components: Licensed producers, Wholesale Distributors, Retail Sales Outlets, and Related 
Businesses.102 Each is discussed in turn below. 

 
A. Licensed Producers 
 
A licensed producer is an individual or firm that possesses a government license to grow, 

harvest, dry, trim, cure, and package cannabis. In Canada, a federal license is required to cultivate, 
process, and sell cannabis for medical or non-medical purposes.103 An entity seeking to become a 
licensed producer of cannabis products can apply for a variety of different license types based on 
the type of business opportunities they wish to pursue.104 There are 308 holders of some type of 
cannabis producer license in Canada, 84 of those licenses are standard cultivator licenses for 
cultivators of cannabis products who conduct bulk sales to the wholesale distribution system.105 In 
addition to the standard cultivator license, a micro-cultivator license type was approved in 2019 in 
order to enable smaller firms to participate in the market and develop a supply chain for craft 
production.106 Given that a robust regulatory framework for production of cannabis products was 
developed for the medical-use market, licensed producers continue to be primarily regulated by 
the Federal government, and the market that they can sell to is highly regulated and controlled.107 
As noted in section III.B, wholesale distribution is both a government monopsony and a 
government monopoly in every province but Saskatchewan.108 As a result, licensed producers bulk 
                                                 
102 Note: The supply chain also includes end-user customers, they are excluded from this analysis. 
103 Cannabis Regulations, SOR 2018-144. 
104 Applicants can, for example, apply for a standard cultivation license (intended for large scale bulk sales of cannabis 
products), a micro-cultivation license (intended for artisanal or craft production), or a nursery license (intended for 
starting material, such as seed or seedling sales). Licensed Producer designation types are also available for processing, 
testing, and research operations. Applicants may apply for and be granted more than one type of license type.  See 
Cannabis Regulations, SOR 2018-144, §§ 6-37. 
105 Health Canada, LICENSED CULTIVATORS, PROCESSORS AND SELLERS OF CANNABIS UNDER THE CANNABIS ACT. 
https://www.canada.ca/en/health-canada/services/drugs-medication/cannabis/industry-licensees-applicants/licensed-
cultivators-processors-sellers.html 
106 Id. See also, Cannabis Regulations, SOR 2018-144, §11. For a detailed description of the licensing process, see 
Health Canada, Cannabis License Application Guide, effective Oct. 17, 2019. 
107 Licensing producers came out of a 2014 effort of the Harper administration to reduce the number of in-home 
growing operations and develop a source for medical grade cannabis by enacting the Marijuana for Medical Purposes 
(MMPR) regulations. Those in turn led to the development of firm-level export strategy. See Terry Reith, Canadian 
cannabis producers set their sights on global domination, CBC NEWS, Jan. 2, 2018. 
https://www.cbc.ca/news/business/medical-marijuana-canadian-export-1.4470407 
108 In Saskatchewan, private firms are permitted to engage in wholesale distribution and are regulated by the 
Saskatchewan Liquor and Gaming Authority. Bill 121, The Cannabis Control (Saskatchewan) Act, 2nd Sess, 28th 
Leg, Saskatchewan, 2018 (assented to 30 May, 2018) SS 2018, c C-2.111.  Ontario has explored changing its 

https://www.canada.ca/en/health-canada/services/drugs-medication/cannabis/industry-licensees-applicants/licensed-cultivators-processors-sellers.html
https://www.canada.ca/en/health-canada/services/drugs-medication/cannabis/industry-licensees-applicants/licensed-cultivators-processors-sellers.html
https://www.cbc.ca/news/business/medical-marijuana-canadian-export-1.4470407
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sell their products to an extremely small customer base of wholesale distributors in the adult-use 
recreational market, who then have the power to sell products to retail entities which they regulate 
and approve. Licensed producers also have the ability to sell small quantities of products directly 
to medical-use customers for personal use, and have the ability to sell to the medical use and 
research, but not recreational, export market.109   

The relatively small size of both the production market and the consumer market for bulk sales 
to wholesalers that supply provincial and territorial cannabis retailers has a significant impact on 
supply and pricing within the market, as government-organized wholesale distributors typically 
enter into approved purchasing contracts with only a few producers.  As a result, the wholesale 
supply is dependent on a given producer’s ability to meet demand, and price elasticity is somewhat 
inflexible given constraints on the number of alternative outlets for either producers or suppliers.  
Additionally, further sales restrictions exist under the Federal government’s Cannabis 
Regulations, as licensed producers may only export cannabis for medical or research purposes.110 
Export limitations place significant restrictions on the ability of firms to capitalize on research and 
development innovation and export domestically produced products in order to satisfy potential 
external market demand.111 In order to export product for recreational use, the Cannabis Act’s 
limitations on export authorization would have to be modified, as would several treaty regimes 
Canada is a signatory to. As a result, large licensed producers are beginning to invest in offshore 
production capacity and domestically service consumer demand in jurisdictions where the legal 
status of cannabis is changing; several have developed foreign branch and subsidiary operations.112  
Doing so allows them to operationalize the knowledge and intellectual property they have 
developed within Canada while avoiding Canada’s export restrictions. In the North American 
context, export restrictions and the continued U.S. federal ban on recreational cannabis use limit 
the ability of Canadian companies to compete in the legal recreational cannabis market established 
in 11 U.S. state jurisdictions, although Canadian companies can and do export to the U.S. medical 

                                                 
regulatory model from a government monopsony to a hybrid government-private wholesale framework.  Vanmala 
Subramaniam, Exclusive: OCS will allow private sector to be involved in storing, distributing cannabis, FINANCIAL 
POST, Nov. 19, 2019. https://business.financialpost.com/cannabis/exclusive-ocs-will-allow-private-sector-to-be-
involved-in-storing-distributing-cannabis 
109 Cannabis Act, SC 2018, c16, §62 (2),. “Licences and permits authorizing the importation or exportation of cannabis 
may be issued only in respect of cannabis for medical or scientific purposes or in respect of industrial hemp.” 
110 Cannabis Regulations, SOR 144 (2018). See also Health Canada, IMPORT AND EXPORT OF CANNABIS BY LICENCE 
HOLDERS UNDER THE CANNABIS REGULATIONS. https://www.canada.ca/en/health-canada/services/cannabis-
regulations-licensed-producers/import-export.html 
111 Vanmala Subramaniam, Global marijuana trade is still five to seven years off, but Canada aims to be world's 
cannabis king, FINANCIAL POST, June 17, 2019. “Canada is signatory to three international treaties that prohibit the 
movement of cannabis for recreational purposes — the 1961 Single Convention on Narcotic Drugs, the Convention 
on Psychotropic Substances (1971) and the UN Convention Against Illicit Traffic in Narcotic Drugs and Psychotropic 
Substances, ratified in 1988. Under those treaties, Health Canada has an obligation to restrict the movement of 
cannabis to ‘medical and scientific purposes between countries.’” 
https://business.financialpost.com/cannabis/cannabis-business/world-marijuana-trade-is-still-five-to-seven-years-
off-but-canada-could-be-the-cannabis-king 
112 Cathy Kearney, Nanaimo-based medical marijuana company first to cultivate product outside Canada, CBC NEWS, 
Sep. 7, 2017. Tilray has invested $30M CDN to build their European Union headquarters. “We see up to 10 million 
patients over the next decade emerging within the EU. And that market will be a 30 to 40 billion dollar 
market." https://www.cbc.ca/news/canada/british-columbia/tilray-expands-eu-1.4279274 

https://business.financialpost.com/cannabis/exclusive-ocs-will-allow-private-sector-to-be-involved-in-storing-distributing-cannabis
https://business.financialpost.com/cannabis/exclusive-ocs-will-allow-private-sector-to-be-involved-in-storing-distributing-cannabis
https://www.canada.ca/en/health-canada/services/cannabis-regulations-licensed-producers/import-export.html
https://www.canada.ca/en/health-canada/services/cannabis-regulations-licensed-producers/import-export.html
https://business.financialpost.com/cannabis/cannabis-business/world-marijuana-trade-is-still-five-to-seven-years-off-but-canada-could-be-the-cannabis-king
https://business.financialpost.com/cannabis/cannabis-business/world-marijuana-trade-is-still-five-to-seven-years-off-but-canada-could-be-the-cannabis-king
https://www.cbc.ca/news/canada/british-columbia/tilray-expands-eu-1.4279274
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and research markets.113 In Mexico, a 2018 Supreme Court of Mexico ruling114 deemed the 
county’s absolute ban on recreational cannabis use to be unconstitutional, and further required the 
federal government to develop regulations to establish a legal market by October 2019, later 
extended to April 30, 2020.115  The ruling may open the door for Canada’s licensed producers to 
have a robust North American export market. However, their primary market is a domestic one, 
and they are therefore induced to set entrepreneurial strategy and scale operations based on their 
forecast for market potential in a largely closed economic system. 

Within the domestic adult-use recreational cannabis market, licensed producers faced 
significant issues during the first year of legal sales as provincial wholesale distributors became 
established and the regulatory framework operationalized. Those challenges looked different at 
different stages of early-stage market development. In the initial phase of the market as licensed 
producers built capacity for bulk sales, production delays and supply shortages impacted the ability 
of licensed producers to bring product from seed to market.116 Additional delays as a result of not 
having access to government mandated excise stamps,117 and further delays as the sole authorized 
government supplier of excise stamps manufactured the stamps without glue to adhere to saleable 
products, further delayed supply at this stage.118 

As supply production delays were resolved at licensed producer facilities and they began to 
scale operations to meet anticipated market demand estimates, a second phase of market bottleneck 
emerged as provincial wholesalers were not adequately prepared to accept and distribute high 
volumes of bulk cannabis products. This was due to several factors. First, provincial wholesalers 
needed time to develop internal processes and procedures, hire and train staff, establish 
relationships and negotiate contracts with both producers and retail operators, and integrate 
systems for receiving, shelving, inventory control and management, and shipping products. In 
addition, wholesalers faced significant pressures in determining consumer demand for products in 

                                                 
113 Cannabis Act, SC 2018, c16, §62 (2). 
114Anthony Esposito and Dave Graham, Mexico Supreme Court says ban on recreational marijuana unconstitutional, 
REUTERS, Oct. 31, 2018. https://www.reuters.com/article/us-mexico-drugs/mexico-supreme-court-says-ban-on-
recreational-marijuana-unconstitutional-idUSKCN1N638D 
115 Gerardo Suárez, Senado pide prórroga a la Suprema Corte para legislar regulación de cannabis, EL HERALDO DE 
MEXICO, Oct. 27, 2019. The Mexican senate asked the high court for a six month extension to complete the process 
of developing regulations for a legal recreational market. https://heraldodemexico.com.mx/pais/cannabis-regulacion-
marihuana-mexico-senado-pide-prorroga-suprema-corte/ 
116 The average production cycle for a cannabis plant to develop from seed to harvest is about 18 weeks. After harvest, 
there is a drying process that generally takes 2 weeks, followed by a grading, testing, and quality control period that 
can add an additional 2 weeks. Cannabis products are then either packaged for sale or put through an extraction 
process. The entire period from seeding to sale can take as long as 24 weeks. For a detailed overview of the commercial 
production process, see Armina Ligaya, The life cycle of a cannabis plant, from seed to store, CANADIAN PRESS, Dec. 
26, 2018. 

https://business.financialpost.com/pmn/commodities-business-pmn/agriculture-commodities-business-pmn/the-
life-cycle-of-a-cannabis-plant-from-seed-to-store 
117 Excise Act, S.C. 2002, c.22.  (amended 21 June, 2019). Stamps are mandated under the act’s provisions at §158. 
For a discussion of the specific regulations, see Government of Canada, Canadian Revenue Agency, Excise Duty 
Notice (EDN) 54, May 2018. 
118 Vanmala Subramaniam, Meet the little stamp that became a big headache for licensed cannabis producers, 
FINANCIAL POST, Oct. 15, 2018.  “Among the issues were that the stamps arrived late, that they didn’t fit certain 
producers’ package sizes and that they had to be manually glued on to ensure that they fully comply with specifications 
listed in the Excise Act." https://business.financialpost.com/cannabis/meet-the-little-stamp-that-became-a-big-
headache-for-licensed-cannabis-producers 

https://www.reuters.com/article/us-mexico-drugs/mexico-supreme-court-says-ban-on-recreational-marijuana-unconstitutional-idUSKCN1N638D
https://www.reuters.com/article/us-mexico-drugs/mexico-supreme-court-says-ban-on-recreational-marijuana-unconstitutional-idUSKCN1N638D
https://heraldodemexico.com.mx/pais/cannabis-regulacion-marihuana-mexico-senado-pide-prorroga-suprema-corte/
https://heraldodemexico.com.mx/pais/cannabis-regulacion-marihuana-mexico-senado-pide-prorroga-suprema-corte/
https://business.financialpost.com/pmn/commodities-business-pmn/agriculture-commodities-business-pmn/the-life-cycle-of-a-cannabis-plant-from-seed-to-store
https://business.financialpost.com/pmn/commodities-business-pmn/agriculture-commodities-business-pmn/the-life-cycle-of-a-cannabis-plant-from-seed-to-store
https://business.financialpost.com/cannabis/meet-the-little-stamp-that-became-a-big-headache-for-licensed-cannabis-producers
https://business.financialpost.com/cannabis/meet-the-little-stamp-that-became-a-big-headache-for-licensed-cannabis-producers


 

 

 

24 

the retail market, as no reliable market data existed. Further, the wide disparity among provincial 
market models in terms of operating and/or regulating both wholesale suppliers and retail stores 
also impacted the market. 

The Cannabis Act requires Health Canada to track all cannabis product from seed to sale in a 
database system, known as the Cannabis Tracking and Licensing System, (CTLS).119 In September 
2019, the amount of unfinished inventory of dried cannabis (defined as cannabis held in stock by 
a cultivator or processor that is not packaged, labeled, and ready for sale) held by Canadian 
licensed producers had tripled in volume from January 2019. The amount of finished inventory (a 
product ready for sale held at the warehouses of provincial wholesalers and licensed producers) 
was at almost five times the amount sold in August 2019. Inventory records placed the total 
inventory of unfinished and finished products at thirty times the industry’s monthly sales rate.120 
As a result of production overages and delays in selling inventory throughout the retail market, 
many licensed producers have cut prices, revised earnings estimates, written down profits, and laid 
off staff.121 

 
B. Wholesale Suppliers and Distributors 
 
In 2018, each of Canada’s thirteen provinces and territories had to determine the manner in 

which cannabis products would be distributed at the wholesale and retail level within their 
respective jurisdictions. The provincial frameworks for wholesale distribution take one of four 
forms: In the first, (Quebec, New Brunswick, Nova Scotia, P.E.I., NWT) the government runs the 
entire recreational cannabis market, and manages both wholesale and brick and mortar (storefront) 
retail distribution. In the second, (Alberta, Manitoba, Ontario, Newfoundland) the government 
manages wholesale distribution, but licenses private sector companies to establish and operate 
retail stores. In the third, (B.C., Yukon, and Nunavut) the government manages wholesale 
operations, and applies a hybrid model to the operation of retail stores, allowing for both the 
government and private sector firms to establish and operate retail stores. In the fourth, 
(Saskatchewan), the government simply regulates a private market at both the wholesale and retail 
level. Online retail sales are managed by the government in every jurisdiction other than 
Saskatchewan, Manitoba, and Nunavut, who allow private firms to provide and fulfill online sales. 

With the exception of Saskatchewan,122 each province or territory has retained control over 
wholesale distribution and determines which and how many licensed producers the wholesale 

                                                 
119 Cannabis Act, SC 2018, c 16, §§ 81-83. Health Canada manages the seed to sale tracking system via the Cannabis 
Tracking and Licensing System (CTLS), which can be accessed by licensed producers on a secure government website 
after receiving access credentials. 
120 Vanmala Subramaniam, Too much weed: Canadian cannabis producers are sitting on a mountain of inventory, 
and it's making some industry watchers nervous, FINANCIAL POST, Nov. 6, 2019. 
https://business.financialpost.com/cannabis/too-much-weed-canadian-cannabis-producers-are-sitting-on-a-
mountain-of-inventory-and-its-making-some-industry-watchers-nervous 
121 See, for illustration, Mark Rendell, Aurora Cannabis reports $1.3-billion second quarter loss, CEO warns industry 
needs financial discipline, THE GLOBE AND MAIL, Feb. 13, 2020. https://www.theglobeandmail.com/business/article-
aurora-cannabis-reports-13-billion-fourth-quarter-loss-ceo-warns/ 
122 In Saskatchewan, private entities wishing to participate in wholesale cannabis distribution apply to the 
Saskatchewan Gaming and Liquor Authority (SLGA) for a permit. Permitted wholesalers can sell to licensed retailers 
and other permitted wholesalers, but not to the general public. Wholesale operations must be physically located within 
Saskatchewan and product can only be sold and distributed within Saskatchewan. The SLGA does not cap the number 

https://business.financialpost.com/cannabis/too-much-weed-canadian-cannabis-producers-are-sitting-on-a-mountain-of-inventory-and-its-making-some-industry-watchers-nervous
https://business.financialpost.com/cannabis/too-much-weed-canadian-cannabis-producers-are-sitting-on-a-mountain-of-inventory-and-its-making-some-industry-watchers-nervous
https://www.theglobeandmail.com/business/article-aurora-cannabis-reports-13-billion-fourth-quarter-loss-ceo-warns/
https://www.theglobeandmail.com/business/article-aurora-cannabis-reports-13-billion-fourth-quarter-loss-ceo-warns/
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entity will contract with in order to supply cannabis products.123 As such, the provinces have 
control of the market through crown corporations they established and are free to both dictate 
regulatory frameworks and supplier contracts, as well as exert pressure over pricing. Most 
provinces have contracted with only a few licensed producers to meet demand for both dried 
cannabis and cannabis extract products. As each provincial wholesale operation began operations 
in October 2018, each had similar issues with regard to creating both regulatory and physical 
infrastructures to manage wholesale operations, establishing an order processing, fulfillment, and 
distribution system,124 monitoring supply, predicting inventory needs, and determining the market 
cycle. As the majority of provinces are the sole source of wholesale product available to be 
distributed to retail outlets, they also exert control over retail market dynamics. These include 
determining who can be an authorized retailer, the quantity and type of product available for sale 
for each retailer, pricing considerations, and the order placement and fulfillment system.    

Government management of the wholesale distribution network has largely been blamed for 
delays in the development of a stable recreational market in many provinces with private retail 
businesses.125 Government control of the wholesale market and bottlenecks associated with that 
control have been roundly criticized in the media, the market, and the cannabis industry. Provincial 
authorities, who may not have wanted to be in the position of being a market participant to begin 
with, are looking to modify the regulatory model at the wholesale level.  

Two recent examples of regulatory reform present in Ontario and New Brunswick. The Ontario 
Cannabis store, which is the crown corporation designated as the province’s cannabis wholesaler, 
announced in late 2019 that it was moving toward a hybrid wholesale model that would allow 
private sector companies to store and distribute cannabis.126 In New Brunswick, the province has 
solicited proposals to license a private firm to exclusively operate the entire provincial supply 
chain for a ten-year period, with two five-year renewal options.127 Eight companies submitted 
proposals to have the concessionaire contract. 

 
C. Brick and Mortar Retail Operations 
 
The third link in the supply chain is the brick and mortar retail operation segment. As noted 

above, the model in some provinces is a government-operated store structured along the lines of 
existing government-run retail alcohol operations, monopolizing the market. Where private-sector 
adult-use recreational cannabis stores are allowed to operate, a mixture of retail chains and 
independent one-store businesses has emerged to serve the market. Qualifying for a license as a 

                                                 
of permits it will issue. Notably, in addition to bulk purchases from wholesale distributors, licensed retail stores in 
Saskatchewan are also able to purchase small quantities of cannabis products directly from licensed producers. 
123 As noted earlier, Ontario is transitioning to a hybrid government-private sector model. 
124 Note: The issues faced by Alberta Gaming, Liquor, and Cannabis detailed in Section IV are illustrative of the 
growing pains other provinces experienced. 
125 Claire Brownell, Puff luck: Provincial pot websites have hugely uneven supply and selection, MACLEANS, Sep. 19, 
2019. 
126 Vanmala Subramaniam, Exclusive: OCS will allow private sector to be involved in storing, distributing cannabis, 
FINANCIAL POST, Nov. 19, 2019. 

https://business.financialpost.com/cannabis/exclusive-ocs-will-allow-private-sector-to-be-involved-in-storing-
distributing-cannabis 
127 Shane McGee, Eight companies seek to take over Cannabis NB, CBC NEWS, Jan. 13, 2020. 
https://www.cbc.ca/news/canada/new-brunswick/cannabis-pot-new-brunswick-companies-1.5424992 

https://business.financialpost.com/cannabis/exclusive-ocs-will-allow-private-sector-to-be-involved-in-storing-distributing-cannabis
https://business.financialpost.com/cannabis/exclusive-ocs-will-allow-private-sector-to-be-involved-in-storing-distributing-cannabis
https://www.cbc.ca/news/canada/new-brunswick/cannabis-pot-new-brunswick-companies-1.5424992
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cannabis retailer was not trivial; entrepreneurs seeking a license were required to expend 
significant financial resources to identify locations compliant with municipal rules, pay for 
property leases for months while awaiting the license, complete extensive and detailed renovations 
to upgrade the facilities for security concerns (including a ‘bank’ vault for overnight storage), 
block the view of the store interior, create an effective customer experience on the inside, and 
finally await inspections and approvals before opening for business.  Clearly, patient capital was 
needed throughout this process, regardless whether the entrepreneurs were young entrepreneurs 
opening a single shop or larger companies working on building a retail chain. In the early phase 
of legalization, the time required could be as much as one year from commitment of capital to 
acquisition of the license, and there was no guarantee that a license would be granted.128 

Cannabis regulations also do not allow for a fully integrated company, such that an LP would 
open its own retail chain. There are exceptions, though, for indigenous people, who are able to set 
their own rules as tribal sovereignty is recognized in the Canadian constitution. Thus, indigenous-
owned Westleaf129 is a producer that also has a chain of retail stores (e.g. Prairie Records, in 
Saskatchewan, which uses a theme of an old time vinyl record store), but it is a notable exception. 

The other aspect affecting retail chains is that some provinces severely limit the ways a joint 
merchandising and stock management strategy can be used to build the brand and manage 
costs.  Retail chains already face limitations based on geography, for example, the sheer distance 
between population centers in the Prairies is a natural barrier to efficiency. But provinces also face 
regulatory limitations that impact their business models.  In Alberta, provincial restrictions on 
transferring product between stores prevents chains from efficiently managing their stock and 
ensuring the right product mix for their local customer demographic.  

Before legalization, many entrepreneurs operated smoke shops that sold cannabis 
paraphernalia, and many people expected these shops to convert to licensed retailers. Very few 
have in fact converted; the reasons proffered include lack of capital, location restrictions that 
disqualify their current shop, or risk aversion.  The shops have continued to operate, thus still being 
part of the overall supply chain, and it will be interesting to see whether they survive or convert in 
the future.  In the meantime, the licensed retailers are expanding their potential revenue per 
customer by starting to stock paraphernalia alongside the cannabis offerings.  This kind of up-
selling is a standard retail tactic, and may have longer term implications for the smoke shops.  

 
D. Ancillary Businesses and Services  
 
As an industry matures, an ecosystem of supporting businesses emerge. With the regulations 

surrounding adult-use recreational cannabis, these businesses help the supply chain succeed by 
finding ways to work within the regulations, and in some cases, around the regulations. 

One of the earliest support services for the supply chain that emerged was certification for 
employees to work in the LP facilities.  The certificates were offered in community colleges 

                                                 
128 Vanmala Subramaniam, These cannabis hopefuls bled money waiting for Ontario to change its tune on retail, 
FINANCIAL POST, Dec. 13, 2019. “…we spent probably close to $100,000 on floor plans, trademarks, lawyers, 
consultants and staff. They announced the switch to the lottery just one week before operator licences were allowed 
to be submitted. I don’t think they realized how much chaos that caused,” she said, putting her total loss at over 
$250,000 in just one year.” https://business.financialpost.com/cannabis/cannabis-business/these-cannabis-hopefuls-
bled-money-waiting-for-ontario-to-change-its-tune-on-retail 
129 http://www.westleaf.com 

https://business.financialpost.com/cannabis/cannabis-business/these-cannabis-hopefuls-bled-money-waiting-for-ontario-to-change-its-tune-on-retail
https://business.financialpost.com/cannabis/cannabis-business/these-cannabis-hopefuls-bled-money-waiting-for-ontario-to-change-its-tune-on-retail
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(public institutions), and trained employees to understand cannabis growing and compliant 
handling of product and related agricultural waste. In the retail part of the supply chain, companies 
seem to be handling training in house.  There is an appetite among consumers for more knowledge, 
especially among the older consumers who have never consumed cannabis, or who have not 
consumed in decades.130 Thus, certification for cannabis sommeliers has grown in popularity, 
creating legitimation for people who create education events disguised as pairing events with 
beverages and/or food.  

Marketing cannabis products or cannabis retail stores is challenging because federal regulation 
disallows a wide range of options. Cannabis marketing cannot appeal to children and youth, cannot 
be associated with exciting activities or lifestyles, and cannot use people’s images. This makes 
popular associations with cannabis off limits. The industry has developed some ways around this 
regulation.  For example, a digital marketing company is working with LPs and retailers across 
the country to attract people by targeted messaging in online postings, which directs them to 
websites that are not actually the clients’ company websites, and from there, enables direct 
marketing to people who express an interest in cannabis products.131  In addition, the use of social 
media influencers or celebrity endorsements is somewhat of a grey area.132 

Similarly, federal regulations of cannabis packaging specify the detail and design of cannabis 
products designated for consumer use.  Regulations require specific information, and allow the 
retailer little to no flexibility around layout or design. The THC warning symbol is by regulation 
larger than the LP brand image, and is intentionally designed to be quite unappealing. No images 
of people or plants are allowed; brands are not allowed to distinguish their products by using 
visually interesting or appealing design.133  This packaging regulation thus limits the ability to 
build a brand identity at the point of sale (POS), unlike most consumer products one sees in a 
                                                 
130 According to Statistics Canada, "...cannabis consumption among seniors has been accelerating at a much faster 
pace than it has among other age groups. For example, in 2012, less than 1% of seniors (about 40,000) reported using, 
contrasting sharply with estimates from 2019 indicating that more than 400,000 seniors have used cannabis in [3Q 
2019].  The increasing popularity of cannabis among older adults has also contributed to an increase in the average 
age of cannabis users, which has risen from 29.4 years in 2004 to 38.1 in 2019." Statistics Canada, NATIONAL 
CANNABIS SURVEY, THIRD QUARTER 2019. Oct. 20, 2019. 
131 This quote from a company website is illustrative of the industry workarounds: "Our medical cannabis client helps 
ease pain that comes from the symptoms of many common and uncommon medical conditions. They connect people 
with qualified physicians in and around Calgary to help them obtain free medical cannabis prescriptions. Though the 
recreational side of the cannabis industry is at an all-time high for demand, the medical cannabis industry is very 
difficult to break into due to a wide range of regulations from ‘the man’. Our client was having a difficult time 
generating more demand and was in dire need of leads. Our team restructured the website, created engaging content, 
navigated digital advertising regulations, and created a long-term market expansion plan to enable our client’s 
growth."  https://mark-a-tects.com/case-study/medical-cannabis-company/ 
132 See, for illustration, AdCann, CANNABIS AND INFLUENCER MARKETING, Mar. 12, 2020.  "Health Canada has not 
made any public announcements around influencer marketing in the cannabis industry, but there will likely be a 
crackdown at some point in the future. It is important that cannabis companies are incredibly careful with their 
marketing practices and the way that they interact with influencers to ensure that they are not breaking promotional 
rules." https://adcann.ca/cannabis-influencer-marketing/ 
133  New Brunswick Provincial Finance Minister Ernie Steeves: "I’m convinced Health Canada did not want it to 
succeed. Health Canada has come out with rules like you can’t smile in pictures on our website, because that might 
encourage people to take part in this activity." Kevin Bissett, New Brunswick moves toward privatization of cannabis 
sales following losses in first year, FINANCIAL POST, Nov. 14, 2019. 

https://business.financialpost.com/cannabis/cannabis-business/president-of-cannabis-nb-says-it-will-take-more-
time-to-be-profitable 
 

https://mark-a-tects.com/case-study/medical-cannabis-company/
https://adcann.ca/cannabis-influencer-marketing/
https://business.financialpost.com/cannabis/cannabis-business/president-of-cannabis-nb-says-it-will-take-more-time-to-be-profitable
https://business.financialpost.com/cannabis/cannabis-business/president-of-cannabis-nb-says-it-will-take-more-time-to-be-profitable
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pharmacy or supermarket.  Compared to the POS marketing and packaging of US products, 
Canadian cannabis products look boring.  On the other hand, consumers have expressed 
appreciation for the detailed, and relatively reliable, information about the THC and CBD levels. 
Brand image for LP product lines have to be developed differently, and generally a clear focus on 
the product quality itself is the best way to create a brand reputation that allows them to build a 
loyal following and improve margins.  It will be interesting to see what other strategies emerge to 
support LPs with workarounds, or whether product packaging restrictions ease. 

Other companies related to the supply chain include event management, on-line content 
management to comply with age-gated websites and avoiding illegal content, delivery services, 
and numerous other creative ways that entrepreneurs are actively finding ways to participate in the 
industry, even if they have limited capital.    

 
IV. Regulatory Barriers to Early-Stage Entrepreneurs: Four Stories   

 
In this section we describe four stories from the perspective of businesses from different parts 

of the supply chain. 
 
A. Alberta’s Wholesale Ordering System: AGLC 
 
In the first year of adult-use recreational cannabis sales, Alberta’s government agency was 

barely able to cope with the demands of the new market. Alberta Gambling, Liquor, and Cannabis 
(“AGLC”) is a crown commercial enterprise and agency, regulating the legal ‘sin’ industries, and 
controlling the wholesale distribution of cannabis products within the province.  Given the short 
timeframe between enabling legislation and the scheduled opening of the market, AGLC was did 
not have much time to develop appropriate systems for operating a wholesale distribution 
enterprise for cannabis. Authority for developing and operationalizing a retail distribution system 
was assigned to an agency accountant. As AGLC already controlled wholesale distribution of 
liquor in public-private arrangements, including actual physical distribution of products produced 
by smaller firms such as craft breweries, from a warehouse in Edmonton. That system was adapted 
for the cannabis market. However, given concerns about co-location of activities, cannabis 
distribution was not integrated in the liquor distribution system, and new processes had to be 
developed to comply with federal and provincial regulations. Arrangements for secure and climate 
controlled warehousing, logistics, and IT systems for sales and inventory management had to be 
developed; the facilities needed to be secured and constructed; and staff needed to be hired, 
assigned, and trained. Despite the lack of experience with wholesale distribution of cannabis 
products or the industry, AGLC personnel responded to the challenge as best they could. 

The initial AGLC cannabis wholesale distribution system is illustrative of problems other 
provincial wholesalers faced. Licensed producers contracted with AGLC to deliver products 
directly to the warehouse, fulfilling weekly orders placed by AGLC. The AGLC limited the total 
number of producers approved to supply cannabis products within and to Alberta. In the initial 
stage of the market some licensed producers shipped both new stock, and older stock that was 
grown and stored before legalization in anticipation of demand. AGLC reserved the right to return 
stock if it did not meet quality levels or was past a certain age.  AGLC inventoried the cannabis, 
shelved it, and then sold products to the retail stores.  Delivery of the cannabis was direct to each 
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store, and provincial regulations prohibited stores from transferring stock to other stores or 
returning excess product to AGLC.134 

After launching, several challenges emerged. In the public media, discussions centered on 
whether there was enough supply for the recreational market, the quality of cannabis available, 
whether the higher prices for recreational use would leave medical users without supply, and 
whether pricing differences between the legal and illegal market would discourage consumers 
from shifting to the legal market.135  The last point, in particular, was exacerbated by the province's 
decision to place a moratorium on the number of new licenses issued and the relative ease of 
sourcing cannabis products on the black market.136  In the dealings of the supply chain, however, 
more practical issues affected the operations and merchandising strategies of the retail companies. 
Shortly after the first retail stores opened, the IT systems, especially the inventory management 
and online ordering, collapsed. It is not entirely clear if the problem was due to problems 
maintaining steady levels of stock in the cannabis product lines, or if the ordering system itself 
was not properly linked to the inventory, purchasing, and logistics systems.  What is clear is that 
AGLC distribution reverted to spreadsheets and emails. 

Every Thursday, AGLC sent out an Excel spreadsheet to each retail store by email, listing the 
products available by producers, product, brand, and package sizes.  Printed in landscape format 
with a small font on legal paper, the spreadsheet was about 10 pages long. The Excel spreadsheet 
listed all the product inventory levels, order unit size, maximum order allowed per store (limits 
were placed on some products to ‘share’ product across the whole market), and other details. Some 
products guaranteed a minimum delivery, if selected; some products had maximum order 
sizes.  Each store owner or manager would then fill in the Excel with their order and send it back 
to AGLC. These orders were mostly hypothetical, however, as stores could not assume they would 
receive what was ordered.  AGLC would compile the orders, and figure out how to allocate the 
stock to the stores. AGLC was trying to support the retail stores by ensuring everyone had some 
inventory to sell, but optimizing actual orders to available inventory using a largely manual system 
was difficult.  The stores would then receive their shipment, and hope they received enough 
product to sell to customers.137   

 
B. Same-Day Delivery Service: Pineapple Express Delivery 
     
In Canada, regulations regarding retail sales and delivery of adult-use recreational cannabis 

products are the purview of the provincial government.138 Each province has the authority to 
determine whether customer delivery is available and, if so, the regulations governing delivery 

                                                 
134 Note: This system is very different than the process used in provinces such as Saskatchewan, where inter-store 
transfers are allowable. 
135 See, for illustration, Janet French, AGLC hits pause on retail cannabis licenses as nation sees pot shortage, 
EDMONTON SUN, Nov. 22, 2018. https://edmontonjournal.com/cannabis/cannabis-business/aglc-hits-pause-on-retail-
cannabis-licences-as-nation-sees-pot-shortage/ 
136 “It is absolutely idiotic — they’re artificially inflating the price and reinforcing the black market."  Bill Kauffman, 
Moratorium on new cannabis store openings a gift for the black market: experts, EDMONTON SUN, Jan. 15, 2019. 

https://edmontonsun.com/cannabis/cannabis-business/cannabis-experts-from-legal-u-s-states-surprised-
dismayed-by-alberta-store-freeze/wcm/c24564b3-c9d8-4d23-956f-445fef221253 
137 Two recent changes should be noted:  One, licensed producers had product returned, which put them on notice for 
improving quality; Two, the system has returned to online ordering. 
138 Cannabis Act, SC 2018, c16, 

https://edmontonjournal.com/cannabis/cannabis-business/aglc-hits-pause-on-retail-cannabis-licences-as-nation-sees-pot-shortage/
https://edmontonjournal.com/cannabis/cannabis-business/aglc-hits-pause-on-retail-cannabis-licences-as-nation-sees-pot-shortage/
https://edmontonsun.com/cannabis/cannabis-business/cannabis-experts-from-legal-u-s-states-surprised-dismayed-by-alberta-store-freeze/wcm/c24564b3-c9d8-4d23-956f-445fef221253
https://edmontonsun.com/cannabis/cannabis-business/cannabis-experts-from-legal-u-s-states-surprised-dismayed-by-alberta-store-freeze/wcm/c24564b3-c9d8-4d23-956f-445fef221253
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services. Pineapple Express Delivery is a delivery service operating in Manitoba and 
Saskatchewan offering a legally compliant139 recreational cannabis delivery service.140 The 
company contracts with licensed retailers for same day delivery to customers. Cannabis buyers 
purchase the product directly from the cannabis retailer, and once the transaction is paid for the 
retailer contacts Pineapple Express for delivery. The regulations require that drivers are paid 
employees and not contract drivers, to comply with requirements for delivery security and 
checking customer ID before handing over the product.141  Most delivery services in Saskatchewan 
rely on contract drivers who work as needed, which is not legal for cannabis delivery due to 
specific training and licensing regulations.  The service also allows for secure transfer of product 
between stores, unlike other provincial regulatory models that do allow inter-store product transfer. 

A few details are worth noting in the Pineapple Express model. Saskatchewan and Manitoba 
regulations both allow retail stores to conduct online sales as part of their license. But the provinces 
interpret regulations about app-based sales differently, with significant market results. Pineapple 
Express operates in both jurisdictions by providing a focused delivery service, and leaves the e-
commerce platforms to others.  

In Saskatchewan, regulators have interpreted federal law to prohibit third party platforms from 
advertising prices and conducting sales;142 in Manitoba, the interpretation simply limits third party 
platforms/apps from selling products. As a result, app usage is operationalized very differently in 
two adjacent provinces, making app design and scalable implementation very difficult. For 
example, in Manitoba, Boozer Inc.’s subsidiary, Super Anytime, Inc., (“Super”) has developed an 
e-commerce app to help customers search available inventory across a range of retail stores and 
then places orders for delivery fulfillment by Pineapple Express.143 Super is allowed to show 
customers available product and pricing across a range of retailers, and based on selection 
‘matches’ the retailer and Pineapple Express for pickup and delivery to the customer. This reflects 
how many consumers shop for other convenience items, such as food delivery (e.g. Skip the 
Dishes) or transportation (e.g. Uber and Lyft). In Saskatchewan, using an app for placing orders is 
prohibited, as there are restrictions on advertising product and price via apps. Instead, a customer 
must search inventory at individual stores and then select same-day delivery by Pineapple Express 

                                                 
139 Id. Note: § 160.1(5) of the Cannabis Act provides: “…a person may, if a province authorizes them to do so and 
subject to subsection (6), possess, sell, provide, send, deliver or transport cannabis or offer to perform any of those 
activities.”  In Saskatchewan, store to consumer delivery is permitted under §3.7 of The Cannabis Control 
(Saskatchewan) Regulations, RRS c C-2.111 Reg 1, and retail stores can use either (1) a delivery service they own 
and operate, (2) a common carrier, or (3) a third-party delivery service operated by the holder of a special use permit. 
§3.7(1)(c). 
140 Note: While private retail delivery of recreational cannabis products is currently only legal in Saskatchewan and 
Manitoba, proposals for regulatory changes are pending in Ontario, and likely to occur in other provinces. Pineapple 
Express Delivery has offices in Toronto, Vancouver, Winnipeg, Calgary, Ottawa, Regina, and Saskatoon. 
141 In Saskatchewan, the SLGA requires that delivery drivers for cannabis products be employees of a licensed firm 
and not crowdsourced drivers, e.g. the business model employed by Lyft and Uber.  Erin Petrow, New Faces New 
Places: Cannabis delivered to your door with the click of a button, SASKATOON STARPHOENIX, May 11, 2019. 
https://thestarphoenix.com/business/local-business/new-faces-new-places-cannabis-delivered-to-your-door-with-the-
click-of-a-button/ 
142 Ryan Kessler, Saskatchewan cannabis delivery regulations preventing smartphone app business, GLOBAL NEWS, 
Feb. 7, 2019. https://globalnews.ca/news/4936274/saskatchewan-cannabis-delivery/ 
143 Boozer Delivery, Inc., ANNOUNCING SUPER ANYTIME INC. & PARTNERSHIP WITH PINEAPPLE EXPRESS DELIVERY 
TO OFFER CANADIANS A PLATFORM FOR LEGAL REMOTE ORDERING AND SAME-DAY DELIVERY OF RECREATIONAL 
CANNABIS, Press Release, June 20, 2019. 

https://thestarphoenix.com/business/local-business/new-faces-new-places-cannabis-delivered-to-your-door-with-the-click-of-a-button/
https://thestarphoenix.com/business/local-business/new-faces-new-places-cannabis-delivered-to-your-door-with-the-click-of-a-button/
https://globalnews.ca/news/4936274/saskatchewan-cannabis-delivery/
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at checkout on the store’s e-commerce platform, and the store then contacts Pineapple Express to 
effect delivery. 

 At this time, Pineapple Express is not able to expand nationally in the adult-use recreational 
cannabis delivery market due to regulations restricting delivery of brick and mortar retail sales in 
other provinces.  However, proposed regulatory changes in Ontario may provide an opportunity 
for expansion.144 In Alberta, regulations may soon also allow app-based ordering services to offer 
same-day delivery.145 Pineapple Express’ CEO pointedly observed that the delivery model in the 
store to consumer market seems to be key to cutting into black market activity by competing 
effectively to provide good product and fast delivery.146 

 
C. The Artisanal Producer Market: Boaz Pharmaceuticals 
 
Boaz Pharmaceuticals produces cannabis bud products for the medical and recreational 

markets, and performs extraction to produce cannabis oils.  The firm was launched by an engineer 
who turned his entrepreneurial sights on cannabis in the middle of a rising successful career in the 
oil and gas industry.  He first pursued his curiosity about the industry by earning a certificate in 
cannabis cultivation during his time off.  He then studied the industry prospects, developed a 
business plan, found deep pocketed investors, and launched his operations in the Calgary area.  As 
it turned out, oil and gas engineering was well suited to the systems design and regulatory 
compliance requirements for becoming a licensed producer. Careful planning, the ability to design 
complex electrical, HVAC and sensor systems, and the patience and skill to analyze regulations, 
meant that Boaz was able to get its license much faster and cheaper than industry norms, with 
minimal use of consultants and lawyers.   

The speed dealing with the stages of licensing is a significant issue, because the cost of creating 
a compliant and viable facility is significant, and an idle plant while waiting for approvals is a 
costly investment with no ROI.  Costs are partially from the challenges of growing plants indoors, 
with light, ventilation, and watering systems that grow healthy plants without problems of mold 
and contamination. The bigger cost is security.  Federal regulations reflect fears that black market 
operators will try to steal harvests, putting employees’ lives at risk. Security cameras cover every 
square inch indoors and outdoors, the property is securely fenced, sensors track movement around 
and above the buildings, visitors are screened, and only bullet proof glass is used for windows.  All 
these costs can only be recouped when cannabis is harvested, so reducing the time to complete 
forms, respond to questions about the facilities, and demonstrate compliance is a source of 
competitive advantage. 

As the company scaled up, they started with export sales to foreign medical use markets. At 
the same time, they worked on getting licensed for medical sales and recreational sales.  Each one 
                                                 
144 Vanmala Subramaniam, Exclusive: OCS will allow private sector to be involved in storing, distributing cannabis, 
FINANCIAL POST, Nov. 19, 2019. https://business.financialpost.com/cannabis/exclusive-ocs-will-allow-private-sector-
to-be-involved-in-storing-distributing-cannabis 
145 David George-Cosh, Pot delivery services looking to replace illicit dealers face hurdles, BNN BLOOMBERG, Jan. 
24, 2020. https://www.bnnbloomberg.ca/pot-delivery-services-looking-to-replace-illicit-dealers-face-hurdles-in-
canada-1.1379384 
146 Vanmala Subramaniam, Saskatchewan and Manitoba emerge as testing grounds for same-day cannabis delivery, 
FINANCIAL POST, Jul. 2, 2019. https://business.financialpost.com/cannabis/cannabis-business/saskatchewan-and-
manitoba-emerge-as-testing-grounds-for-same-day-cannabis-delivery 
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of these elements required careful evaluation regulations, to meet needs for compliance and 
competitive advantage in a relatively small, privately owned company.  For example, producers 
must publish THC and CBD scores on product packages, based on analysis conducted at 
sanctioned labs.  As the market emerged, it quickly became clear that the market wanted more 
THC, and was not interested in CBD dominant products. Producers are responsible for sending 
samples to the labs for analysis; predictably, some producers send samples that result in optimistic 
scores.  Boaz sends samples that are clean and representative, and their scores tend to be low 
relative to the experience of users, and hopes the user experience will create a brand image and 
competitive advantage. This strategy has worked -- discussions on reddit between users praise 
Boaz products and suggest a higher ‘real’ score than provided on the label.  This reputation is 
allowing Boaz to charge a quality premium and build a loyal customer base, despite all the 
restrictions on advertising, marketing and packaging labels. 

Boaz recently discovered another growth opportunity due to the regulatory restrictions.  AGLC 
in Alberta has restricted the number of suppliers they will deal with. As such, the new, emerging 
local ‘craft’ producers are shut out of some provincial supply chains. Boaz already had a contract 
to sell to AGLC, and has become a wholesaler, consolidating product lines from themselves and 
other craft producers and selling them to AGLC for distribution to retailers. They have chosen to 
select craft producers who share their values for quality products, boasting their retail product 
range, while creating another revenue stream for the company.  Questions around co-branding 
strategies still needed to be resolved as of December 2019, but Boaz believes that helping the 
market for craft and high-end products grow will expand the demand for premium products overall. 

 
D. Regulatory Impact on Retail Strategy: New Leaf 
  
New Leaf is a case where an entrepreneurial plan was launched long before October 17, 2018 

to build a retail chain for recreational cannabis sales, with the goal of going public and/or having 
a trade exit. The founders knew that location is key for retail success, and they began to identify 
locations and sign long-term leases in anticipation of receiving regulatory approval.  At this point, 
provincial and municipal regulations were still being developed, so the company had to speculate 
as to what restrictions might be imposed under land use regulation, such as proximity to schools 
and parks, similar to the rules for liquor stores. The company was well funded, however, and built 
a strong portfolio of locations in several provinces, including Ontario, Alberta, and Saskatchewan. 

By the time October 17 arrived, New Leaf had a clearer view of the regulatory 
situation. Launch in Ontario was delayed by political changes; in Alberta and Saskatchewan, New 
Leaf began obtaining licenses and opening stores. Within Alberta and Saskatchewan, in contrast, 
they began to obtain retail licenses for individual stores from the provincial agencies, and to 
comply with stringent and expensive federal and provincial regulations for safety in the store 
construction (such as vaults to store inventory every night).  Second, in preparing their marketing, 
brand and merchandising strategy, they had to integrate both safety regulations designed to protect 
employees and harm reduction strategies designed to protect consumers and youth/children. New 
Leaf developed detailed operational manuals to ensure consistent training and processes across the 
chain.  New Leaf was successful in launching the retail chain in Alberta and Saskatchewan 
immediately after legalization, and continued to grow the business by opening new stores at a 
steady pace. 
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Looking more closely at the context of the emerging market may provide helpful nuance to 
understand what the companies faced. Retail licenses in Alberta were granted based on a review 
of a company’s knowledge and correct implementation of the regulations.  For consumers, the 
process meant that storefronts with cannabis sounding store names stood empty for months and 
months, while the owners completed the renovations, applications, and inspections, before being 
given a license to operate as cannabis retailers. The cost of good retail locations can be very high, 
so in practice this process favored larger companies with deep pockets such as New Leaf, who 
could afford to pay the rent and upgrade the facilities, regardless of how many months they waited 
for approvals. When Alberta put a moratorium147 on granting new retail licenses shortly after 
legalization, ostensibly because of worries about the supply of cannabis, the cost of waiting rose 
even more. By Fall 2019, New Leaf was opening six new stores in two months. 

New Leaf recruited top talent to create a strong branding strategy, targeting the 30-plus 
professionals.  The target market is reached through a coherent strategy of location, storefront, 
product mix, marketing and staffing. Federal regulations affecting branding follow the principle 
of harm prevention, and Canadians’ worries about children, youth, and addiction underride the 
rules. Stores and marketing cannot associate cannabis with activities that are ‘exciting’ 
(e.g.  displaying sports such as skiing), echo literary figures that could be attractive to children are 
also forbidden (e.g. which excludes themes of Star Wars or Alice in Wonderland), or images of 
people (no branding with celebrities).  Store interiors cannot be visible from the outside so the logo 
and look of the blank storefront must somehow still capture the target market’s attention.  In fact, 
New Leaf decided on a clean, modern look that appeals to the professional, and ensure their 
budtenders148 are well-trained in cannabis and customer service. Their on-line presence also 
echoes the clean design look, with minimal reliance on images. Social media marketing 
professionals have found ways to reach target customers without actually advertising products or 
violating federal regulations, showing how creative entrepreneurs can be when challenged by 
regulation. 

New Leaf’s planning and strategic direction allowed them to navigate the emerging 
regulations, adjusting as necessary. The fact that Alberta’s wholesale sold to stores, not to 
companies, was a challenge. Normally, store managers would tweak the product mix to fit their 
local customer base, and rely on transferring product from other stores to manage inventory and 
ensure customers could get what they wanted. Product transfers between stores is not legal in 
Alberta, however, so New Leaf is not able to manage the retail stores as a chain. When orders to 
AGLC wholesale were not reliable, store managers would order more than they needed and order 
products that did not fit the preferred mix for their customers, hoping to just get enough 
product.  Some stores ended up with unexpectedly complete delivery of less desirable products, 
and the excess stock moved slowly.  Normally, and in a differently regulated market, a retail store 
                                                 
147 Citing supply chain concerns, the AGLC issued a moratorium on retail license approvals in November 2018. The 
moratorium was lifted in May, 2019. Bill Kaufmann, Alberta's freeze on new cannabis stores gradually lifted, 
CALGARY HERALD (May 30, 2019). https://calgaryherald.com/cannabis/cannabis-business/albertas-freeze-on-new-
cannabis-stores-gradually-lifted 
148 Note: Budtenders are cannabis specialists who work with customers to understand their preferences and needs, and 
help them select products that fit their profile. Many budtenders have years of experience with recreational cannabis; 
more recent job postings emphasize customer empathy and service. In Canada, companies typically provide product 
training to the employees. Budtenders may also be sales clerks; but certification as a cannabis sommelier is emerging 
to reflect a higher level of knowledge of specific products and pairings. 
 

https://calgaryherald.com/cannabis/cannabis-business/albertas-freeze-on-new-cannabis-stores-gradually-lifted
https://calgaryherald.com/cannabis/cannabis-business/albertas-freeze-on-new-cannabis-stores-gradually-lifted
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would return product to the wholesaler or move the product around to other stores in the chain; in 
this case, the challenge was to sell the product in the store, perhaps using promotions, without 
diluting the brand image they were trying to project. Note that these challenges were not faced in 
Saskatchewan, but the size of the market in that province limited the opportunities for growth.  

As a contrast to Alberta, within the holding company that owns New Leaf, a similar strategy 
was pursued in Ontario, securing locations in anticipation of legalization. The details of Ontario’s 
initial process for granting retail licenses (after a delay as the provincial government changed 
parties), was a lottery that had no preconditions for knowledge, resources or credentials, and a 
minimal application fee.  Despite the years of investment in identifying locations and building a 
good organization, they competed with tens of thousands of fellow citizens who hoped to monetize 
a lucky draw by squeezing buyers of their lottery win. Later rounds of licenses were done 
differently, but the first phase did not favor orderly business practices. The established companies 
who hoped to grow their businesses in Ontario were forced to lobby the government to develop 
more sensible regulations. 

 
V. Lessons Learned/Future Directions for Research    
 
The story of Canada's path toward legalization and regulation of the cannabis industry is not 

complete.  Yet the early lessons are profound, and raise important questions about equity, access, 
fairness, and the role of government in the marketplace.  Canada's cannabis industry is big 
business.  Even with the licensing, supply chain, logistic, and operational issues, brick and mortar 
retail sales of recreational cannabis in the first year of operation totaled just under $1 billion.  That 
number is expected to grow as markets become more mature; sales data from edible products and 
extracts are tabulated; and as regulations, business models, and practices are refined to reflect the 
lessons learned from the initial phase of the market.  

But, as the market matures and develops, issues of equity, justice, and fairness will come into 
play.  The antecedents for cannabis regulation in Canada included a commitment to improving 
public welfare and reducing crime by providing a path toward legitimacy for black and grey market 
operators; and the legal framework they rest upon acknowledges the shameful nature of racial and 
ethnic discrimination that is part of the history of Canadian drug policy.  Yet, the regulatory 
environment actively discourages participants in the black and grey market from applying to 
legally participate in legal activity.  There are also open questions about whether adequate access 
to capital, sufficient licensing opportunities, and opportunities to participate in the market are 
available to ethnic and racial minorities, or to Canada's indigenous population.  these deserve 
further study and reflection. 

The implications of regulatory structure are also important matters to consider.  At the Federal 
level, significant pre-license investment requirements can be a barrier to entrepreneurs seeking 
licenses, and they must invest on the front end to acquire physical space and build the operation to 
comply with Federal guidelines prior to receiving operational approval.  As long as there are delays 
in the licensure process, investment risk analysis and assessment will preclude entrepreneurs from 
engaging in the market and constitute a significant barrier to entry.  Additionally, provincial, pre-
license investment requirements in order to qualify for a retail sales license will make it difficult 
for underfinanced and undercapitalized entrepreneurs, many of whom may be racial and ethnic 
minorities, from participation in the market. 
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These equity issues extend to both retail and producer businesses as the monopsony position 
most provinces hold have implications for newer, smaller, craft-oriented LPs.  As provincial 
wholesalers are disinclined to work with multiple suppliers, many innovative craft producers will 
be unable to participate in the market.  There will also be important and unknown implications in 
terms of the market concentration of producers once the industry becomes more mature.  Will a 
highly concentrated market of licensed producers emerge given the small number of supply 
contracts likely to be negotiated by a universe of thirteen wholesale purchasing facilities, or will 
there be a wide variety of firms competing in the marketplace?  What will producers' profit margins 
look like?  Put another way, will the licensed producer market resemble tobacco (a small number 
of firms) or liquor (a greater disparity of firms occupying multiple areas of positional strength 
within a given industry)?   It is tempting to simply state that only time will tell, and that the invisible 
hand of the market will sort out the landscape.  But, that approach ignores the impact that 
regulatory frameworks have on market development, and the responsibility of government to be 
thoughtful about shaping that frame.  

Along the same lines, the implications and impact of a government monopoly in the sale of 
cannabis products from wholesaler to retailer is not yet fully understood.  If provincial 
governments continue to occupy a bottleneck position in the supply chain (by virtue of their 
monopsony position with regard to suppliers, and their monopoly position with regard to buyers) 
the market will potentially suffer from price controls, product shortages, and other operational 
constraints.  This is further exacerbated if provincial governments continue to play a role in the 
online sales market, as their participation will potentially serve to create pricing inequities and 
supply shortages absent clear regulation and policy development.  

The impact of policy development and market regulation on the ancillary and related business 
community is also unclear.  Market innovation tends to take place when there are market gaps and 
inefficiencies that serve to provide entrepreneurial opportunity.  Yet, the significant province to 
province regulatory variance and limited regulatory and policy development in this area serve to 
limit opportunities for entrepreneurs to appropriately scale operations.    

Finally, the efficacy of Canada's approach to market regulation meeting the widely stated 
policy goals of protecting roads and communities, combatting an illegal market, protecting the 
health of youth, and providing safe products to consumers remains yet undetermined.  That tale 
has yet to be told. 

Nevertheless, Canada has embarked on a grand adventure as a pioneer in regulatory 
development of this market.  The lessons, successes, failures, and experiences of this experiment 
will help to shape regulatory and policy innovations across the globe. 

 
Conclusion 

 
The lessons to be learned from phase one of Canada’s legal adult-use recreational cannabis 

market are many, and will help guide the development both of appropriate and scalable regulation 
of the cannabis market, but also inform the development of future markets for emerging 
technologies, the transition of other goods and services from prohibition to regulatory regimes, 
and overall industrial and regulatory policy in mature political and economic systems. 

 


	A. Overview of the Canadian Cannabis Market
	B. Two-Path Regulatory Model Based on Classification of Use

	II. The Regulatory Framework for Cannabis Products in Canada
	A. Historical Background of Cannabis Regulation
	A.   Effects of Regulation on Overall Provincial Market Sales

	III. Regulatory Effects Within the Adult-use Recreational Supply Chain System
	A. Licensed Producers
	D. Ancillary Businesses and Services

	IV. Regulatory Barriers to Early-Stage Entrepreneurs: Four Stories
	V. Lessons Learned/Future Directions for Research

