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Laws are constantly changing. Every effort is made to keep this publication 
as current as possible. However, the author, the publisher, and the vendor of 
this book make no representations or warranties regarding the outcome or 
the use to which the information in this book is put and are not assuming 
any liability for any claims, losses, or damages arising out of the use of this 
book. The reader should not rely on the author or the publisher of this book 
for any professional advice. Please be sure that you have the most recent 
edition. 

Website links often expire or web pages move; at the time of this book’s 
publication the links were current.

Notice to Readers
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All over North America, the politics of marijuana have 
reached the tipping point. Whether it is the legalization 
of marijuana for medical use, the licensing of medical 
marijuana dispensaries, or the legalization of marijua-
na for recreational use, marijuana is entering the legal 
mainstream.

As the law changes, businesspeople have seen op-
portunities and entered the marijuana marketplace. 
Researchers from The ArcView Group, a cannabis in-
dustry investment and research firm based in Oakland, 
California, found that the US market for legal cannabis 
grew 74 percent in 2014 to $2.7 billion USD, up from 
$1.5 billion in 2013. As more states legalize either med-
ical or recreational marijuana, ArcView projects the US 
marijuana market will expand to an $11 billion USD a 
year industry by 2019. In Canada, despite a regulatory 
disaster on the medical marijuana side, the authorized 
medical marijuana market is between $80–$100 million 
CAD. If, as promised, the federal government legalizes 
recreational use, the overall market in that country is 
estimated to be worth up to $5 billion a year. 

These are big numbers. Billionaire investors such as 
PayPal cofounder Peter Thiel are putting multimillion- 
dollar bets on companies in the space. Thiel’s partner 
Geoff Lewis understands something which, in many 
ways, is the theme of this book: “We’re fine with invest-
ing in businesses with regulatory ambiguity, because we 
believe that regulation follows public sentiment.” 

Introduction:  
The Green Rush  

and You
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Unlike many of the businesses a person can start, the marijuana business 
is driven by demand on one side and regulation on the other. As a poten-
tial marijuana business owner you will be trying to meet the demand for 
marijuana products while, at the same time, complying with the regulatory 
regime in your particular jurisdiction. It’s a balancing act.

This balancing act can be complicated by what is essentially an artifi-
cial, but legally important, distinction between medical and recreational pot 
usage. Back in the days of Prohibition there was a similar distinction. “For 
medical use only” allowed doctors to prescribe brandy or other alcohol to 
particular patients. As you might guess, alcohol quickly became the medica-
tion of choice for all manner of minor ailments. 

For marijuana activists, medical marijuana was, and is, politically, a way 
forward in the campaign to legalize pot. Proposition 215 in California led 
to the Compassionate Use Act of 1996 which allowed people suffering from 
AIDS, cancer, and other chronic illnesses to grow or obtain marijuana when 
recommended by a doctor. Subsequent amendments to that law and its reg-
ulations has led to a widening of the exemptions created in 1996. The intro-
duction of a medical marijuana user identification card in 2003 streamlined, 
to a degree, the medical marijuana regulation system in that state. Versions 
of the California system have been implemented in a dozen other states.

There are two key facts about medical marijuana in US states: First, there 
is very limited evidence of marijuana’s medical efficacy. While there is plen-
ty of anecdotal evidence that marijuana has a positive effect on everything 
from cancer to sleeplessness, the hard core, double-blind evidence is limit-
ed. Second, marijuana remains illegal under federal law regardless of why 
it is being used. Where a state has legalized pot for medical or recreational 
purposes, the present federal position is that it will not prosecute unless 
there is evidence of organized criminal involvement but, as we’ll see, con-
tinuing illegality creates a lot of regulatory ambiguity.

Using the legalization of medical marijuana as a political wedge has been 
very effective, however, it creates more than a little confusion for a business-
person thinking about entering the marijuana market. Will he or she have to 
set up as a medical marijuana dispensary? Or is it possible in the jurisdiction 
to set up as a recreational pot shop? Here, at least, the laws and regulations 
in each state are unambiguous: Unless recreational marijuana is expressly 
legal in your state — Washington, Colorado, Oregon, Alaska, and DC at time 
of writing — you cannot set up recreationally.

The regulatory situation in the US is a bit confusing, however, state by 
state the regulatory situation is quite clear. This is in sharp contrast to Can-
ada which we’ll take a closer look at later on, but for a businessperson the 
state of Canadian regulation is more than a little difficult. Put simply, there is 
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a medical marijuana regulation scheme in place, but its operation has been 
halted by a federal court case. That case was recently decided but has left the 
situation just as murky because the judge ruled that the current regulations 
were not fit for constitutional purpose, and gave the Federal Government 
six months to come up with new ones. The Federal Government announced 
its new medical marijuana regulations August 11, 2016. Basically, registered 
users may grow a limited amount of pot for their own use and they can have 
someone grow their pot for them. No provision was made for “dispensaries.”

This pretty much leaves a free-for-all in the medical space with dispensa-
ries — not authorized under the regulatory scheme — being ignored by law 
enforcement in some areas and prosecuted in others. On the recreational 
side, the new government came in on a platform of legalization and regu-
lation but it is all taking time to implement. Plus, in fine Canadian fashion, 
it is not at all obvious that the federal government, rather than the various 
provincial and municipal governments, is responsible for regulating the pot 
industry once marijuana has been legalized. There are ways forward for busi-
nesses but “regulatory ambiguity” barely begins to describe the Canadian 
situation.

Many Canadian marijuana entrepreneurs aren’t waiting for the legal dust 
to settle and Parliament to legalize recreational use. A growing grey market of 
medical marijuana storefront dispensaries has sprung up in major Canadian 
cities. These retail operations were largely ignored by law enforcement until  
late May, 2016 in Toronto when the police raided 43 medical marijuana dispen-
saries, arrested 90 people, and laid 186 criminal charges.

People are attracted to the marijuana business for a variety of reasons. 
Some are passionate advocates for the medicinal benefits of pot; others see 
marijuana as a matter of liberty; still others want to ride the rising tide of op-
portunity marijuana is creating. This book, and its author, are entirely agnostic 
as to the medical and/or spiritual benefits of marijuana, and while the politics 
of legalization have implications for the risk profile of a marijuana-based busi-
ness, they are only one of a set of variables a businessperson needs to assess. 
What this book is attempting to do is help its reader consider the business 
prospects of a marijuana business and provide a basic guide to opening such 
a business in the US or Canada.

Cannabis, Marijuana, or Pot?
In various jurisdictions “cannabis,” which is the name of the genus of a flow-
ering plant some of whose subspecies contain the psychoactive chemical 
tetrahydrocannabinol (THC), is referred to as marijuana for legal purposes. 
For many in the medical marijuana community, “cannabis” is the preferred 
term because of its scientific connotations. “Marijuana” is a more colloquial 
term and, for various reasons, is sometimes seen as somehow slighting or 
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derogatory. “Pot” — and the many other slang terms for cannabis — is used 
all the time informally but generally in business a degree of formality is 
appropriate. 

Dispensary, Pot Shop, Compassion Club,  
Cannabis Center?

When medical marijuana first emerged in the 1990s, a lot of the activity 
operated as compassion clubs or dispensaries. The term itself has no special 
legal significance, although in medical situations, it can denote an in-house 
pharmacy in a hospital or other care facility. The key thing was that “dis-
pensary” sounded medical but did not get the medical marijuana people 
in trouble with the private pharmacies in their areas. Over time, the word 
has come to designate both medical marijuana and recreational marijuana 
stores. However, in jurisdictions where recreational pot has become legal-
ized, stores tend to be called everything from pot shops to cannabis centers.

  

Deciding to go into the marijuana retail business is like deciding to go 
into any other business but with a few extra wrinkles not experienced by 
something like a pet food store or a corner grocery. In every jurisdiction 
where medical or recreational marijuana has been legalized, it is also regu-
lated. In many of those jurisdictions it is regulated to the point where a rela-
tively simple retail store has to have a secure, lossless, complicated system to 
account for every 1/100th of a gram of product it sells. Plus, to avoid having 
criminals enter the legal business, there are stringent licensing requirements 
as to ownership and financing on both the medical and recreational sides.

This book is designed to give readers a broad overview of the retail 
marijuana business. First, all business is about a balance of risk versus re-
ward. Minimizing risk while maximizing reward is the obvious, but some-
times overlooked equation for business success. Taking time to research and 
plan your business is a critical first step in solving that business equation. 
The more you know the more you can quantify and plan your way around 
the risks inherent in any business and, particularly, the marijuana business.

Second, in a regulated business you absolutely need a smart, knowledge-
able, experienced lawyer. While you can and should read your jurisdiction’s 
laws and regulations, a lawyer understands and can find out how that mass 
of words actually will affect the setup and day-to-day operations of your 
business. Good lawyers are expensive but getting excellent legal advice, par-
ticularly as you are setting up, will save you lots of money down the road. 
You will also benefit from the advice of a marijuana-savvy accountant.

Third, this book suggests you do a good deal of rigorous self-assessment 
and planning before you go into the marijuana business. In any business such 
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planning is a key to success. In the marijuana business it is even more im-
portant because it will allow you to identify and deal with issues unique to 
the regulation of marijuana before you even apply for your license. The time 
you invest now will make the whole process more smooth and, if you get the 
license, will ensure that your marijuana business has every chance of success.

Finally, this book is not about the intricacies of growing marijuana or 
discussions of which varietals or strains a dispensary or pot shop should 
stock. Different business models ranging from “seed to sale” operations to 
artisanal recreational pot shops on a microbrewery model are all potentially 
viable. Creating an easy guide to the essentials of building your vision of a 
marijuana business is the aim of this book.

At the same time, the analysis in this book is deliberately hard-headed. 
While there is certainly a Green Rush going on, in many states the medical 
marijuana business is well established and there is significant competition. 
In states where recreational marijuana has been legalized there has been a 
well-funded rush to open pot shops under the new regulations. In the Cana-
dian world of unclear regulations and selective police enforcement, medical 
marijuana dispensaries are popping up like mushrooms after a rain. 

For a budding marijuana retail entrepreneur, rigorous and realistic anal-
ysis of the state of the marijuana market in your locality, the rules and reg-
ulations in your jurisdiction, and the Cost of Goods Sold (COGS) in your 
circumstances will make the difference between business success and failure. 

In the next few years there will be many changes in the marijuana indus-
try. In the US there is a good chance that the difficulties with banking reve-
nue from marijuana businesses will be resolved. There is also a good chance 
that the IRS’s current punitive view of the marijuana industry will be revised. 
More states will legalize recreational marijuana use and, as that happens, 
more states where marijuana is altogether prohibited will allow medical mar-
ijuana sales. It is a slow process but, in general, regulation does follow public 
sentiment. In Canada, a path to general legalization and regulation is likely 
to emerge from the current hodge-podge of legally failed regulation and 
prosecutorial and police discretion.

Normalization brings its own challenges to marijuana business models. 
Most importantly, it changes the risk profile of the business which, in turn, 
tends to reduce the margins available to marijuana growers and retailers. 

Creating a successful marijuana business requires that you understand 
and properly analyze the risks inherent in your jurisdiction and plan and 
build your business accordingly. I hope this book will give you the tools you 
need to create a profitable marijuana business. 
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People like you go into business every day. Whether 
it is with a franchise or a boutique or online concept, 
millions of people every year go into business for 
themselves. Some do it on the spur of the moment. 
Others research, plan, read books like this one, scout 
locations, and price stock-in-trade, all before sitting 
down to write a complete business plan and raising 
the money to cover the costs of opening and the first, 
predictably lean, years of operation. It would be nice if 
virtue was rewarded and it often is, but even hard work 
and great preparation is no guarantee of success.

Many people who go into business for themselves 
will tell you that they have never worked harder in 
their lives. If you are the owner there is no one else in 
charge, and unless you hire people, no one to take up 
the slack, or open the shop when you are sick. You do 
all the work, you keep all the profits — if any.

Not all the businesses people go into are retail — 
that is, selling something, usually a product, to the 
public. Retailing is seldom a good fit for shy or intro-
verted people because, every day, people are going to 
walk through your door and want to be served. They 
will have questions. They will have complaints and con-
cerns, and some will be downright annoying. 

The legal marijuana business has its own chal-
lenges. Laws and regulations, security, the nature of  
the product, a whole world of knowledge, possibly the 

A Quick  
Self-Assessment
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requirement to actually grow an often finicky plant, and competition: There 
is a lot to do and a lot to know.

Setting up in the marijuana retail business requires planning, good legal 
and accounting advice, and start-up and operating funding. 

This chapter is intended to make you take a realistic look at your 
strengths and weaknesses as a potential marijuana entrepreneur. There are 
no right answers and there are no answers which absolutely disqualify you 
— except the criminal record issue and even that may have solutions. In-
stead, these questions will focus your attention on whether you should work 
towards opening a marijuana retail dispensary or store.

1. Who Are You?
Everywhere medical or recreational marijuana has been legalized, the reg-
ulatory regime has been set up to try and keep “undesirable” elements out 
of the business. The systems, discussed further on, rely on a licensing pro-
cess which is focused on the background of the people seeking the license. 
Your lawyer will walk you through your jurisdiction’s requirements but the 
background checks are extensive and invasive. (In this era of really big and 
complete databases it is very tough to hide much … so don’t.)

1.1 Criminal record?
There is a perception that the various licensing authorities involved in the 
marijuana business will not license a person with a criminal record. While 
this may be the case in your jurisdiction, it likely isn’t.

The Washington State regulation is a good example: The Board conducts 
a criminal record check on an applicant for a license. It scores a person’s 
criminal record on a point system and if you get more than 8 points you will 
not normally be granted a license. But looking at the table of points, you 
quickly discover that even a full felony conviction, while it carries 12 points, 
only carries those points for ten years. So that conviction in 2003 does not, 
in fact, count against you as of this writing. 

So the preliminary question is “Do you have any criminal convictions?” 
But then you have to go on to say, how serious was the offence and how 
long ago did it occur? As well, less serious misdemeanor offences may even 
be expunged from your record before you make an application for a license.

1.2 Employment
Background checks for licenses usually ask for employment history and hav-
ing such a history is important. Of course, on the one hand, many people 
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who are entrepreneurial enough to want to go into the retail marijuana busi-
ness will tend to have been self-employed or doing contract work for several 
years. This is not likely to matter but it is worthwhile to walk through your 
employment history going back at least ten years or to the last educational 
institution attended, and put a date beside each job, contract, or business. 
For each, have at least one reference with contact details.

On the other hand, being employed and having a steady income before 
you embark on the marijuana journey is a very good idea. Licensing can take 
months, and it can take more months before your marijuana business opens 
its doors, and more months after that before you can take home a dollar. 
Having a secure income as long as possible is simply smart business.

1.3 Spouse or partner
Various jurisdictions have differing rules regarding spousal involvement in 
your marijuana business. A good example is Colorado which states in its el-
igibility for license criteria: “May not employ, be assisted by or financed in 
whole or in part by any other person whose criminal history indicates he or 
she is not of good character and reputation”; lawyers make good livings in-
terpreting language like this. The reality is that if you are married to a person 
who has a felony conviction for a Controlled Substances offence there is a 
good chance you may not be eligible for a Colorado marijuana license. 

In Washington not only are license applicants, financiers, and sharehold-
ers required to be criminally investigated, their spouses are subject to crimi-
nal record investigations and, to some degree, financial disclosure.

As a preliminary step it is a very good idea to determine if your spouse 
is or is not eligible for such a license. If there is something in his or her past 
which would disqualify him or her this needs to be brought to the attention 
of your lawyer at the earliest possible moment. There are often workarounds 
if full disclosure is made at an early stage in the process. However, if a back-
ground check discloses a disqualifying fact about your spouse you may very 
well, to use a term of art, be hooped.

As well as your spouse’s potential downsides, what about his or her up-
sides? Is your spouse employed? Can you and your family live on his or her 
salary while you work on the marijuana business? 

Finally, is your spouse supportive of your venture? Any business will have 
its ups and downs and it is important to know where your spouse or partner 
stands as you go into the business. If there are misgivings or hesitations it is 
vital that you listen to them. There is every chance your spouse has a pretty 
clear idea of your strengths and weaknesses. Pay attention.
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1.4 Solvency
In most jurisdictions you have to provide full financial disclosure and grant 
the licensing authority the right to check on your tax and bank records. In 
many jurisdictions you will be required to account for the source of funds 
with which you plan to finance your marijuana business.

In different jurisdictions different records are required, but what the li-
censing authorities are looking for is a full financial portrait, warts and all. 
Are you prepared to provide everything from pay slips to deposit forms, 
details on your mortgage, credit card information, and other loans? 

The major concern of the regulators tends to be making sure that the 
money going into the marijuana business is “clean.” They do not want licens-
ees to bring in criminally tainted funds. In the process, they also look to 
make sure you are up to date on your taxes, your child support payments, 
even things like parking tickets. The point is that a license is a privilege and 
not a right so regulators tend to be both intrusive and potentially sticky.

Many people have a clean — if sometimes messy and ill-recorded — fi-
nancial life. Taking a look at your own finances, what is it going to take to 
put together the required disclosure for your license application? Do you 
have a personal accountant? If not, this may be the time to hire one.

1.5 Good credit?
Many jurisdictions will look at your credit rating and history as part of the 
vetting process during a license application. It is very much a judgment call 
and mild credit blemishes are unlikely to sink your application. On the other 
hand, a recent bankruptcy or a lot of overdue bills may raise red flags.

Beyond the licensing question, good credit may also be essential to ei-
ther finance your marijuana business or to finance your life while you are 
trying to get the business up and running. It is not a bad idea to take a look 
at your personal balance sheet and consider your assets versus liabilities. 
Working with a good accountant, you may want to consider how you can 
create some personal liquidity prior to beginning the licensing process.

Wonderful as good credit is, actually getting a loan can be tough if you 
need the money “right now.” It can be even tougher when you go from being 
employed to being in start-up mode. Worse, leaning across your banker’s 
desk and asking for a loan for your marijuana business while you are, from 
the bank’s perspective, unemployed is not a brilliant idea if it can be avoided 
with a little foresight and planning.
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1.6 Reputation risks
In the US, marijuana is still illegal at the federal level. While the state law and 
federal forbearance make it unlikely you will be charged, the fact is you may 
be seen by some people as a criminal and by others as a drug pusher.

When you assess the marijuana retail opportunity it is important to take 
the potential for reputation damage into account. Some people are very deep-
ly rooted in their community, their children’s schools, their churches. Those 
roots may take a beating when you open your marijuana retail business. 

It is often worthwhile to have a few preliminary conversations with 
friends, neighbors, pastors, and your kids’ principal to gauge reaction. In a 
large urban environment, reputational risk can often be minimized simply 
because the connection between you and your marijuana business is not 
very obvious. However, in suburban and rural settings it may be very difficult 
not to be tagged as the owner of a dispensary or pot shop. 

1.7 Professional risks 
Lawyers, doctors, accountants, teachers, professors, and law enforcement 
personnel, to name but a few, may run professional risks if they are associ-
ated with the ownership and/or operation of a business operating contrary 
to criminal law.

The issues are complicated and depend on such things as the oaths which 
a person must take to become a lawyer or an accountant. They may also de-
pend on certain legal obligations which professionals have in virtue of their 
profession. It makes good sense for any professional or quasi-professional to 
get in touch with his or her professional association prior to any ownership/
operating involvement of a marijuana business.

1.8 Support of friends and family
If you open a cupcake shop it is a good bet that your family and friends 
will cheer you on. They will come to the opening party, will probably buy 
your cupcakes and, when that nasty crunch comes and you need to borrow 
$10,000 to make it to the other side, they will help if they can. Can you count 
on that sort of support for your marijuana dispensary or pot shop? 

Now is the time to think about that and, in many cases, to tell your 
friends and family what you hope to do. Don’t be surprised if some people 
don’t support your plans. It is better to know well in advance. At the same 
time, don’t assume that you will have no support because it’s pot. The fact 
is that a legal pot business, well run, is just as worthy of family and friends’ 
support as a cupcake parlor. It is up to you to think about whether you will 
be proud of your business. Friends and family will make up their own minds.
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2. Personality Traits
Going into business of any sort takes certain personality traits: indepen-
dence, risk tolerance, grit. The retail marijuana business needs all these 
traits and more. The key thing to remember is that while a lot of things can 
be researched and learned, you are pretty much stuck with the personality 
you have. There is no point in making yourself miserable because you are 
not well-suited for independent business. Here are a few traits which are 
particularly important for the retail marijuana business.

2.1 Detail minded
Virtually every business requires a head for detail. Everything from ordering 
new stock to paying invoices to keeping track of employee hours means a lot 
of bookwork, which means hours sweating over a computer screen. 

The regulated marijuana business is detail driven in a way other busi-
nesses are not. Regulators, in several jurisdictions, have adopted a “seed to 
sale” regulatory scheme in which every hundreth of a gram of cannabis has 
to be tracked from the point that the seed or, more often, clone, is put in the 
growing medium to the point where it is actually paid for and delivered to 
the customer. Along the way, the enormous amount of waste material which 
is part of the marijuana product cycle has to be tracked as well. 

Additionally, if you are growing for sale or are purchasing from a whole-
sale grower (where legal in your jurisdiction) the strain of the marijuana as 
well as its relative potency (level of THC) may have to be tracked. If you are 
selling edibles you have to keep track of the total dose per package. Oils and 
concentrates have their own tracking demands.

This is in addition to the normal bookwork and inventory control any 
retail store involves. “Big picture” people can certainly hire people to track 
all this information and there are software systems designed specifically for 
the recordkeeping requirements of the marijuana industry but as the owner 
and the licensee, ultimately you are responsible for ensuring that your books 
and records can and will pass inspection, which means you have to be willing 
to drive down into the details.

2.2 Organized
While paying attention to the details is important, seeing how the details fit 
into the bigger picture of your business is critical. As the owner you have to 
be able to keep track of everything, from employee schedules to shipment 
dates, to when you are meeting with your accountant and the fact that you are 
running out of branded bags and that it is a four-week turnaround to get more.
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Are you a person who makes lists? Whose smartphone controls your uni-
verse? Who doesn’t even notice that he or she is multitasking? Who can stay 
in control even as waves of chaos crash against you? These are all attributes 
which are potentially valuable in any small business but all the more so in 
the marijuana space.

In a tightly regulated business, excellent organization can make the differ-
ence between compliance and potentially losing your license and investment. 
Keeping a clear desk, returning phone calls, answering email promptly, having 
a daily task list, and knowing the financial state of your business on a daily 
basis are all habits which will keep you compliant and thriving. But are they 
habits you have? There are plenty of people who are highly successful, deeply 
creative, and totally disorganized. If you are one of them you are not doing 
yourself any favors by getting into a tightly regulated, detail driven business.

2.3 Willing to co-operate with licensing and  
	 regulatory	officials
What is your attitude towards authority? It is an odd question in a business 
book but crucial when it comes to a closely regulated business like marijuana. 
From the disclosures required in the licensing process, to ongoing inspection 
and accounting requirements for the operation of a marijuana dispensary or 
pot store in most jurisdictions, you are going into business with the government. 

For some marijuana advocates the entire point of the legalization move-
ment was a libertarian ideal of uncontrolled access to pot. That has not hap-
pened and the jurisdictions in which medical or recreational marijuana is 
legal have created intrusive, costly, regulatory regimes. These regimes, along 
with all manner of banking rules we’ll deal with later, mean that the marijua-
na business is one of the most regulated retail businesses. Is this sort of gov-
ernmental intrusion something with which you will be able to cooperate? 

2.4 Addiction issues
Leave aside the science for a moment. There are some people who become 
psychologically addicted to marijuana. Yes, psychological addiction to mar-
ijuana is a real thing and it is something anyone going into the marijuana 
business needs to consider carefully. It is possible for an alcoholic to own 
and run a bar, but it is very difficult. Surrounded by temptation it is very easy 
to kick back and have more than a few drinks. Even high-functioning alcohol-
ics can find themselves in real trouble running a bar.

If you have an addiction issue with marijuana it is probably a bad idea 
to open a pot shop or dispensary. Availability creates temptation and that 
can put your business and investment at considerable risk. It’s something to 
think about, carefully.
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3. Business Experience
Successful businesses tend to be run by people who have run successful 
businesses previously. However, many successful businesspeople have also 
had the experience of either owning or managing a business which failed. 
While success is a great thing, failure often teaches just as much.

When you are looking at going into the marijuana business it is import-
ant to sit down and make a list of your business experience. Such a list is 
usually part of the documentation required during the licensing process and 
it is a good way to consider whether you are in a place where you know 
enough and have enough experience to run a successful marijuana business.

A few questions to consider follow in the next sections.

3.1 Have you worked in retail?
Whether it is a marijuana dispensary or a pot shop, the legal marijuana busi-
ness is all about retail: finding customers, having them visit your shop, selling 
them a product, taking their money, and making their visit to your store some-
thing they will want to do again. Keeping track of inventory, managing suppli-
ers, dealing with point of sale computers and their interface to your inventory 
control, and a hundred other things all are part of running a retail operation.

Having hands-on retail experience is not an absolute prerequisite for suc-
cess but it will certainly improve your chances. If you have retail experience, 
great. But what if you don’t?

In most jurisdictions the licensing process takes several months. As you 
are waiting for your paperwork to be completed it might be a good idea to 
find a job or even an internship in a marijuana-related business or, if that is 
impossible, in a retail store. It does not take long to get the basics of retail-
ing but plunging into your own new store without ever having rung up a sale 
should be avoided.

3.2 Have you ever run a business?
Have you ever been in charge of a business or even a part of a business where 
you made decisions about hiring and firing, ordering stock and supplies, and 
taking care of the hundreds of details which keep the business operating?

While you can get retail experience quickly and easily, the experience of 
running a business is both more valuable and more difficult to get on the fly. 
Once again, if you have run a business, great. But what if you haven’t?

To a degree running a business is learned by running a business. How-
ever, there are many useful courses in small-business management, offered 
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in community colleges and online. These are very basic but they walk you 
through issues such as leases, insurance, tax, human resources, elementary 
finance, and a number of other general business topics. As well, there are 
plenty of books on the subject such as Start & Run a Retail Business, also 
published by Self-Counsel Press. Do the courses, read the books.

If you have not run a business before you should also budget and plan 
to hire at least one person as a manager or consultant. This is likely to be 
expensive but worth it because not only will he or she get your business up 
and running, he or she will also teach you what you need to know about 
running your business.

3.3 Have you ever owned a business?
If you have run a business you will know that running a business and owning 
it are two very different things. When you run a business you are a manag-
er and you have a set of responsibilities, but those responsibilities do not 
include making decisions about the conduct of that business. As a manager 
you steer the ship but you do not set the course.

As the owner of a business you decide on the strategy and then make 
decisions as to how to implement that strategy. If you have managers, they 
will give you information and often suggestions, but ultimately the strategic 
responsibility is yours, as is the responsibility to find financing, comply with 
the various laws and regulations surrounding your business, set a style for 
your business and, ultimately, make sure the business makes money. 

People often combine owning a business with running that business and 
the two functions can appear pretty interchangeable, but the reality is that 
an owner has to have the capacity to step back and assess how his or her 
business is actually doing. If it is meeting its goals; if it is worth carrying on.

Ownership is particularly important in the regulated marijuana business, 
as in most jurisdictions, whether the business is incorporated or not, the 
licensing process is all about the owner. Changes in ownership must be ap-
proved in most cases and it is the owner who is personally liable for any 
infractions of the rules. 

3.4 Have you ever had employees reporting to you?
Owning and running a one-person business is very different from owning 
and running a business with employees. Most marijuana businesses, wheth-
er medical or recreational, will have employees and you, as owner, will have 
to be prepared to operate in this environment. We’ll discuss this in some 
detail later but consider what you know about —

  advertising for employees,
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  interviewing prospective employees,

  wages, salaries, and benefits,

  tax obligations respecting employees,

  basic onboarding paperwork,

  employment contracts including confidentiality, 

  employee standards,

  employee training — initial and ongoing,

  vacations and sick days,

  employee manuals, and do you need one? (you do),

  unsatisfactory employee performance,

  written warnings and dismissal,

  wrongful dismissal, and

  discrimination, sexual harassment, and other pitfalls.

Most of an employer’s relationship with his or her employees is about com-
mon sense and respect; however, prior to opening and operating a business you 
as the prospective owner of the business need to be aware of the respon-
sibilities and legal obligations you are assuming when you hire employees.

4. Opportunity Cost
Opening a marijuana business means you will not be doing something else. 
This seems obvious but it is surprising how often an entrepreneur gets ex-
cited about a business opportunity without giving much thought to what 
else he or she could do or invest money in. It is also surprising how often 
entrepreneurs fail to consider an exit strategy. When you are doing a self- 
assessment, thinking about these issues is more than worthwhile.

4.1 What are you doing right now?
For a moment let’s assume you are employed in a job you don’t hate and 
are making $90,000 per year with a good healthcare plan. Let’s assume you 
own a house worth $400,000 with a $200,000 mortgage. Your spouse also 
makes $90,000 a year and has health care. Let’s further assume that you 
have a good credit rating, minimal credit card debt, and $50,000 in savings. 
You are solvent and gradually accumulating wealth and, perhaps, a pension 
entitlement. You are 40.

If you decide to become a marijuana entrepreneur, a number of things 
are going to change. You will give up your job and your healthcare coverage, 
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you will invest all or most of your savings, you may take a second mortgage, 
and you are likely to stress your credit. Your family net income will be cut in 
half and your mortgage will increase.

By going into business you are betting that you can, at minimum, replace 
your foregone income and savings and repay any second mortgage you take 
to finance the business. That is the breakeven position. The fact is that you 
are assuming risk as well as making an investment, and that risk needs to be 
offset with a better than breakeven return.

When you come to doing the financial spreadsheets for your business 
plan, it is important to bear in mind that risk without significant return is a 
losing proposition. Consider what sort of return you actually require for the 
risks you are taking. Then look at the projections and see if that return is 
going to be available and, as important, how soon.

Businesses look at Return on Investment (ROI) as a metric for success. 
It is certainly important. However, ROI does not factor in what a business 
owner gives up in order to start and run a business. If you invest $100,000 in 
your business and have a net ROI of 20 percent you are only seeing $20,000 
a year. Much better than you would get from a savings account, but unless 
you are also drawing a salary, that ROI does not replace much lost income.

4.2 What is your time horizon?
Do you see yourself working in the marijuana business for the rest of your 
career or is this more of an excursion into a business which may offer signif-
icant returns? If it is an excursion, how long is the tour?

Business planning exercises always have a time dimension. Daily sales 
lead to monthly, quarterly, and then yearly. With startups there are usually 
months and even years where the business has a negative cash flow. That is, 
you spend more money than you make and that negative cash flow has to 
be covered. Making a loss for a couple of years is not uncommon in typical 
retail businesses and understanding that from the beginning will help you 
plan your business. The question is how long would you be prepared to stick 
with a loss-making or breakeven business and why? 

On the upside, there is no reason to believe that your marijuana business 
will not be a roaring success from day one. If you have done your planning, 
scoped out your market, got a real handle on your cost of goods sold, kept 
other costs minimal, and have lots of inexpensive financing, you might be 
sitting on a green gold mine. 

4.2a	 What	is	your	ideal	position	five	years	down	the	road?
Five years is an arbitrary number but it pretty much captures the mid-term. 
Do you want to be a successful marijuana entrepreneur with a bustling retail 
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store (or two or three)? How much of an owner’s draw would you need? Do 
you want to buy out or repay your investors?

Would you like to be someone who did well out of the marijuana busi-
ness but has moved on? In this case would you want to sell your business 
outright or would you be more interested in becoming a silent partner and 
enjoying the income from an ongoing business operated either by an active 
partner or a management team?

It may seem premature to ask these questions before you have even be-
gun drafting a business plan or structured the licensed entity, but these are 
key questions because how you answer them will affect things like corpo-
rate structure, what level of return you need to see in your projections, the 
arrangements you make with your investors, and a host of other business 
details. Being able to tell your lawyer and your accountant what your end 
game is allows them to do their jobs much more effectively.

4.3 Personal exit strategy
When you are in the thick of starting up and then running your marijuana 
business you are not going to have a lot of time to consider how and even 
if you will exit the business you are working so hard to set up. This is why 
thinking about your exit as a matter of business preliminaries is important. 

One of the advantages of incorporation — where it is available under the 
marijuana regulations in your jurisdiction — is that it is a relatively straight-
forward business to sell all or some of the shares in the company down the 
road. Now there will be the issue of a change of control affecting the license; 
but that is an issue regardless of business structure chosen.

Your lawyer will advise you about other considerations which affect a 
personal exit strategy. Things like partnership or shareholders agreements, 
personal guarantees for debt financing, and the obligations of a director to 
his shareholders all raise potential issues; issues which are a great deal easier 
to resolve at the beginning of a business than four or five years into it.

Any business planning exercise needs to consider the exit strategy of 
the principal or principals of the business. While you may set a value goal — 
“When the business is worth 1 million dollars” — realize that value can be 
difficult even in a successful business. (I will go into this in more detail later 
in the book.)

Taking time to self-assess at the outset will save you a great deal of time 
down the road. It will also give you a good idea of your own strengths and 
weaknesses. Armed with your own self-assessment you are in a good posi-
tion to move on to a preliminary assessment of your potential involvement 
in the marijuana business.
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