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Marijuana Industry Challenges 

“Can I get a sample?” was the tongue-in-cheek response I almost always received when I 
mentioned my summer internship, where I worked for Potomac Holistics, a Maryland-based 
medical marijuana dispensary. When interviewed for the position, I was asked what about the 
opportunity appealed to me. Much to their relief, I responded that, as a business major, I couldn’t 
imagine a better opportunity to learn the ins and outs of opening a business than to help with the 
operation of a small, start-up dispensary in the marijuana industry. 
 

During my time with Potomac Holistics, I worked with the four co-owners to overcome 
some of the obstacles that come with opening a dispensary. The following paper reflects on my 
experiences working with Potomac Holistics and my research on the US marijuana industry to 
elucidate how the challenges that mount against cannabis businesses create levels of regulation 
that are hurting the entire industry.  
 
 
 
Historical Overview 

 
 
To understand the current attitudes in America regarding marijuana, it is important to 

understand America’s history with the substance. Beginning in the mid-19th century, pharmacies 
began providing cannabis medicinally, although it was still mostly grown as a crop in the form of 
hemp (Gieringer, 1999). By the end of the century, however, hashish parlors-spaces to smoke 
marijuana recreationally-were flourishing to the point that one could be found in every major city 
on the east coast. It is estimated that there were about 500 such establishments in New York City 
alone (Jones, 2005). 
 

According to an article written for the Public Broadcasting Service, attitudes began to 
shift during the 20th century. Following the Mexican Revolution in 1910, immigrants flooded 
from Mexico to the U.S., and introduced the recreational use of marijuana into American culture. 
“The drug became associated with the immigrants, and the fear and prejudice about the 
Spanish-speaking newcomers became associated with marijuana” read the article (PBS). 
Campaigners against marijuana began warning of the ‘Marijuana Menace’ and attributed terrible 
crimes to marijuana and the Mexican immigrants who used it (ibid). The fear of Mexicans and 
their marijuana was accelerated during the Great Depression, when massive unemployment 
created fear and resentment of the Mexican population in the U.S.. Marijuana, which was once 
carried in pharmacies and grown as crops, became vilified by Hollywood and the press, who 
created the term ‘reefer madness’. This feeling was compounded as scientists and doctors 
published “a flurry of research which linked the use of marijuana with violence, crime and other 
socially deviant behaviors, primarily committed by ‘racially inferior’ or underclass 
communities” (ibid). Eventually, the fear spread to the government, who appointed Henry 
Anslinger to lead the United States Narcotics Commission. Anslinger was vehemently 
anti-marijuana, and was quoted in a testimony to Congress saying, “I wish I could show you 
what a small marijuana cigaret can do to one of our degenerate Spanish-speaking residents. 
That's why our problem is so great; the greatest percentage of our population is composed of 
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Spanish-speaking persons, most of whom are low mentally" (Thompson, 2013). By 1931, 29 
states had outlawed marijuana.  
 

In 1973, the National Commission on Marijuana and Drug Abuse released a report 
entitled Marijuana: A Signal of Misunderstanding. Kenneth Meier wrote in his book on the topic 
that, while not recommending legalization, the report suggested a ‘partial prohibition’ and 
decriminalization of possession of small amounts of marijuana (Meier, 2016). The report was 
dismissed by President Nixon, who continued his war on drugs, but it did not fall entirely on deaf 
ears; Oregon and several other states decriminalized the use and possession of marijuana in 
1973. Since then, 27 other states have created laws which have permitted the use of marijuana in 
some way, usually either medicinally or recreationally, and many more are considering 
legislation on marijuana. However, even with legislative changes occurring on the state level, the 
Federal government has remained a staunch opponent to legalization. For this reason, as well as 
others expanded below, doing business in the marijuana industry remains a task that presents 
unique challenges for any entrepreneur. 
 
 
 
Supply and Demand Management 
 
 

Dispensaries across the United States have run into problems involving management of 
both supply and demand. For instance, two weeks after legalizing marijuana for recreational use, 
Nevada dispensaries sold out so quickly that the governor endorsed a 'statement of emergency' to 
allow a higher level of production (Robinson, 2017). Nevada legislators had imposed inefficient 
and ineffective regulation on supply methods for marijuana dispensaries, namely that Nevada 
dispensaries were not given the authority to restock their inventory. A law had been extended in 
June, 2017 which stated that alcohol wholesalers had the exclusive rights to move marijuana 
from growers to retailers. This law had been passed with the goal in mind of allowing the 
government to regulate marijuana in the same way that alcohol had been regulated historically. It 
has, however, created a backlog because the Department of Taxation in Nevada had issued zero 
licenses to alcohol distributors due to legal disputes, incomplete applications, and zoning issues 
(Lockhead, 2017).  
 

Nevada was not alone in grappling with supply shortages. Colorado dispensaries ran into 
supply-related problems when they were forced to begin rationing out product among their 
customers in order to avoid shutting down (Altman, 2014). In 2014, The Colorado Department of 
Revenue released a study detailing the results of their analysis of the market size and demand for 
marijuana in Colorado. The study estimated that “the potential range for total adult marijuana 
demand, including visitor demand, is between 104.2 and 157.9 metric tons” (Light et al, 2014). 
Dispensaries struggled to keep up with this demand in part due to a rule imposed by the state 
government, which states that dispensaries are required to grow “70% of what they sell, while 
purchasing up to 30%” (Altman, 2014). This creates an enormous financial burden on any of the 
37 state-licensed dispensaries that wishes to keep up with the level of demand (ibid).  
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Legislative Uncertainty and Federal Regulation 

 

One of the biggest challenges when opening a marijuana dispensary has been grappling 
with state and federal legislation. While many states have adopted some form of legalization of 
marijuana, the federal government has yet to amend the Controlled Substances Act (CSA). 
Under this law, marijuana is treated like every other controlled substance, including drugs like 
cocaine and heroin. The federal government places each controlled substance in a schedule based 
on its potential for abuse and its medicinal value. Under the CSA, cannabis is classified as a 
Schedule I drug, which means that the federal government views cannabis as highly addictive 
and having no medicinal value (Americans for Safe Access).  

 

Even though there is no speculation of the federal government changing the Schedule I 
classification of cannabis, there have been indications in the past that the federal government is 
not planning on getting involved if states have legalized marijuana. According to an article in 
The Economist, Obama-era deputy attorney-general James Cole published a memo in 2013 
which assured states that had legalised cannabis that federal agents would not interfere unless 
states allowed the industry to cross certain lines, such as selling to minors, funding crime or 
leaking their product into other states that had not legalized marijuana (The Economist, 2017). 
The environment in Washington has changed, however, since the inauguration of Donald Trump. 
The president has adopted a much more conservative view on marijuana, saying during his 
campaign that Colorado’s legal cannabis market is ‘a real problem’ (ibid). Trump’s 
attorney-general, Jeff Sessions, has also made it clear that he sees things differently than his 
predecessor. In his confirmation hearings, he refused to endorse the memo issued by Cole in 
2013, saying ‘I won’t commit to never enforcing federal law’ (ibid). If Sessions were to enforce 
a crackdown, businesses in the cannabis industry would have to worry about their revenues, 
which would be considered criminal proceeds and thus become subject to forfeiture. 

 

Even without a crackdown from the federal government, business owners face significant 
challenges when establishing themselves in the legal cannabis industry. Most cannabis 
companies are forced to rely on an all-cash system of money management. A Business Insider 
article on this topic explains further that banks will not take cannabis money “because marijuana 
is illegal under US law, and banks have to comply with federal regulations” (Berke, 2016). 
Running an all-cash business is a serious inconvenience for both the customer and the business. 
Taylor West, the director of the National Cannabis Industry Association, explains in the article 
that “you’re paying your staff in cash, your utility bills, your mortgages, and your taxes. Not 
being able to handle these transactions electronically is just incredibly difficult” (ibid). Handling 
that much cash also creates a need for heightened security. Dispensary owners have been forced 
to employ a security guard full time, an armored truck multiple times a week to transport money, 
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and have to consider the safety of employees when they leave the dispensary with their 
paychecks in cash. 

 

Once these companies have figured out the logistics of keeping all their cash secure, they 
then have to focus on shelling it out; businesses in the industry are paying taxes at a higher rate 
than most companies. This is because of a clause written into United States Internal Revenue 
Code which prohibits any deduction or credit to a company that participates in the “trafficking of 
controlled substances...which is prohibited by Federal law” (26 U.S. Code § 280E). They also 
have to contend with strict zoning laws that increase costs. In an article written on NBC news, 
Matt Chapdelaine, the co-founder of an online cannabis real estate listing service, estimated that 
the fair market price for marijuana-zoned properties is about 150 percent of their ordinary market 
value (Bodley, 2015). 

 

Potomac Holistics, in particular, has had its own set of problems with which to contend in 
the state of Maryland. Dispensaries, growers, and processors have had to deal with a four year 
delay, the longest between legislation and operation of any state that has legalized marijuana. 
Although Governor Martin O’Malley signed legislation in May of 2013 to establish a medical 
marijuana program in Maryland (Wagner, 2013), there are still no dispensaries with product as of 
this writing. 

Once patients are finally able to visit medical dispensaries across the state, there are still 
roadblocks to access. According to an article published in the Baltimore Sun, since establishing 
the system for doctors to register as recommenders of medical cannabis, only “1 percent of the 
16,000 doctors who treat patients in Maryland have signed up for the state's medical marijuana 
program, and two of the largest hospital systems in the state have banned their physicians from 
participating” (Cohn, 2016). To compound on the problem, the Maryland Medical Cannabis 
Commission (MMCC) has not released a list of registered physicians, causing many patients to 
have trouble finding a registered doctor. 

 

 

Conclusion 
 
 

The regulations on marijuana have created a serious hindrance in the development of the 
industry, which is estimated to be worth almost $11 billion annually by 2019 in legalized states, 
according to a report entitled The State of Legal Marijuana Markets. The potential revenues are 
not the only important factor to consider, however. The United States has been grappling with a 
nationwide opioid addiction. According to a study by the National Institute on Drug Abuse, 
“Every day, more than 90 Americans die after overdosing on opioids” (Ruud, et al, 2016). 
Marijuana legalization has been linked to a decrease in opioid-related hospitalizations and deaths 
and, according to a study by researchers at the University of California San Diego, 
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hospitalization rates of people suffering from painkiller abuse and addiction dropped on average 
23 percent in states that offered medical marijuana (Williams, 2017). Patients who are denied 
access to medical marijuana are forced to wait while they suffer either the addictive effects of 
these commonly prescribed painkillers or the pain of not taking them. Legalization has the 
potential to create positive change in American society, but the regulations persist. Because of 
Americans’ conflicting attitudes towards marijuana, Could it be possible that we would be 
unable to accept the marijuana industry without such excessive regulations? Do we need 
legalization of marijuana to overcome America’s stigma against it or does the stigma need to 
change before we can properly move forward with legalization? 
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