
When Can Cannabis Businesses Challenge
Compliance Rules?

Cannabis Businesses Navigating Regulatory Compliance in New Product Development

As cannabis markets mature, businesses in the industry are increasingly faced with the challenge of
developing innovative new products while adhering to state regulatory standards. Cannabis entrepreneurs
looking to introduce new products to the market often encounter a complex and shifting regulatory landscape.
One of the key risks they face is the possibility that their products might not comply with state regulators’
evolving compliance standards. Even when a product meets current regulations, businesses may find that
those regulations can quickly change, leaving them vulnerable to enforcement actions. Understanding the
legal environment and knowing when and how to challenge compliance standards are crucial for businesses
trying to stay competitive in the industry.

The Evolving Landscape of Cannabis Compliance Standards

In the rapidly developing cannabis industry, compliance standards are constantly evolving. For a cannabis
business, one of the most significant challenges is ensuring that new products meet regulatory expectations,
which may shift unexpectedly. Even after extensive product development, there is always a possibility that
state regulators will issue new rules, rendering a product non-compliant. This creates uncertainty for cannabis
entrepreneurs, who must keep pace with regulatory changes while striving to develop innovative products
that stand out in a competitive market.

How Regulatory Authorities Enforce Compliance Standards

State regulators wield significant power in the cannabis industry, and their authority to create and enforce
regulations comes directly from state legislatures. In industries like cannabis, which have a high degree of
public health risk and legal ambiguity, state regulators are granted broad authority to oversee market
activities. These regulators are responsible for issuing licenses, enforcing regulations, conducting inspections,
and ensuring businesses comply with rules that protect consumers. However, while regulators have the legal
authority to enforce standards, their power is not unlimited. They are required to follow specific procedures
to ensure transparency and fairness in their rulemaking processes.

Regulatory Procedures and Their Importance in Business Development

For cannabis businesses, understanding the regulatory rulemaking process is crucial. In order to prevent
arbitrary or unfair enforcement actions, regulators must adhere to prescribed procedures when introducing
new regulations. These procedures often include public comment periods, hearings, and advance publication
of proposed regulations, all designed to ensure that affected stakeholders—such as cannabis
businesses—have a voice in the regulatory process.



For example, in September 2024, California Governor Gavin Newsom issued emergency regulations banning
the sale of intoxicating hemp products. While the regulations were implemented almost immediately, the
state provided a public comment period, ensuring that stakeholders could express their concerns. This
procedural safeguard helps minimize the risk that regulatory changes will occur without input from the
industry, allowing businesses to adapt more effectively.

Court Challenges to Regulatory Authority: When Can Cannabis Businesses Push Back?

Despite these procedural safeguards, regulators occasionally exceed their authority or fail to comply with the
required procedures, leading businesses to seek legal intervention. For example, in Massachusetts, cannabis
businesses challenged the state’s emergency regulations that banned vapor devices used by medical
marijuana patients. The court ruled in favor of the businesses, issuing a preliminary injunction that prevented
the enforcement of the regulation. This case serves as a reminder that courts may intervene when regulatory
actions threaten the livelihoods of businesses, particularly when the enforcement of rules could cause
significant harm or disrupt business operations.

The Challenge of Developing Testing Standards and Guidance Documents

In addition to broader regulatory issues, cannabis businesses face the challenge of dealing with the specifics
of product testing. Many states delegate the responsibility of developing testing standards to regulatory
agencies, which can introduce uncertainty. Some regulators, particularly in newer markets, have relied on
guidance documents—informal rules that are not subject to the same public comment and procedural
safeguards as formal regulations. This reliance on guidance documents can leave businesses vulnerable, as
these documents can be changed with little notice, potentially affecting the compliance status of products.

For example, testing methodologies for cannabis products are still being refined in many states, and as a
result, testing requirements may change unexpectedly. If a cannabis business develops a product that satisfies
current testing standards but those standards change shortly thereafter, the business could find itself in
violation of new requirements, even though it previously met compliance.

Challenging Unfair Regulatory Changes: When to Seek Legal Recourse

Cannabis businesses that face unexpected regulatory changes or enforcement actions may have the option to
challenge these actions through the courts. In some cases, businesses can argue that regulators’ actions are
unjust or unlawful, particularly when those actions infringe on their ability to operate or cause unnecessary
harm. Legal challenges can be complex and expensive, but they may be the best option for businesses that
need to protect their interests and maintain a competitive edge.

For example, in cases where regulators change testing standards that impact a business’s ability to sell
products, a company may consider seeking judicial intervention. Courts may be receptive to arguments that
regulators failed to follow proper procedures in enacting new standards or that the enforcement of those
standards is unreasonable or unduly burdensome.

The Future of Cannabis Product Development and Compliance

As the cannabis industry continues to evolve, so too will the regulatory landscape. Cannabis businesses that
seek to develop new products must remain vigilant about changes in compliance standards and be proactive
in addressing potential risks. By understanding the regulatory framework, working closely with legal experts,
and advocating for fair enforcement practices, businesses can better navigate the complexities of compliance
and continue to innovate in a competitive market.



As states refine their marijuana regulations and more mature markets develop, businesses will need to adapt
to a constantly shifting environment. However, by leveraging judicial remedies when necessary and staying
informed about regulatory changes, cannabis businesses can continue to grow, develop new products, and
remain resilient in the face of regulatory uncertainty.
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