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Getting Healthy Without Getting High  
A case study on one company’s innovative approach to entering Canada’s market for edible cannabis 

Written by Sylvain Charlebois 

The legalization of cannabis in Canada is a controversial issue. Over the last few years, most of the attention has 

been on the production and distribution of cannabis. As the public discourse on cannabis matures, the drug and 

inherent benefits remain misunderstood by industry, policymakers, and consumers alike. Lexaria Bioscience, a 

British Columbia-based licensing company, is attempting to change how we market edibles in Canada and 

elsewhere and this case study highlights potential best practices in expanding markets in cannabis use. This case 

study first looks at the market of cannabis as a whole and then describes how the company began to investigate 

cannabinoids. Based on interviews conducted with key informants in the company, some fundamental elements of 

Lexaria’s business model were isolated, including their challenges. A discussion on the challenges is presented and 

future research paths on edibles research are suggested. 
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Context 
 

Since 1999, Canada has provided access to cannabis for medicinal purposes. 

Unlike many U.S. states that have medical cannabis systems, Canada limited its 

distribution to a mail order system by licensed producers.1 Despite this, one 

estimate suggests that Canadians will consume about 700 metric tons of 

marijuana for medicinal purposes in 2018, and that number could reach about 

861 metric tons by 2022.2 Most of the general public who consume non-

medicinal cannabis are low-salary earners.3 Some high-earning consumers may 

try cannabis once it is legalized but few expect to consume the product every 

day. Further, many Canadians anticipate trying edibles, once cannabis is legalized, 

but it is unclear whether consumers will purchase edibles regularly for home or 

consume the drug in a restaurant.4 Once legalized, some expect the cannabis 

market to exceed current national beer sales,1 which is around $10B.5 

Uruguay was the first country to legalize non-medicinal cannabis, and more 

countries are expected to follow suit. In the United States, for example, non-

medicinal use in now legal in nine states: California, Massachusetts, Maine, 

Nevada, Colorado, Alaska, Washington, and Oregon.6 Medicinal cannabis 

however, is legal in 30 states. Canada will become one of the first countries to 

fully legalize cannabis consumption on a national level and the first of the G10 

countries to do so.5 

Understanding the characteristics of 

individual active ingredients within 

cannabis is at a very early stage and 

understanding the relationships 

between those active ingredients 

within cannabis is even less 

understood. Likewise, while the data 

on inhaled cannabis is robust, data 

collection on its edible forms is in its 

infancy. We know little about the 

effects of edibles which influence the 

ability of regulators to evaluate risks 

before adopting policies.  

  

                                                           
1 Some alcohol companies have begun inserting risk disclosure statements in their financial 
statements discussing the risks their traditional business faces due to the threat of legalized cannabis. 
Other reports have shown that in states with legal recreational cannabis, alcohol sales are declining. 
Strongly suggestive that cannabis use is likely to go “mainstream” once the legal barriers are 
removed. 

 

 

 

 

 

. 

Currently, almost 600 

million consumers around 

the world live in a region 

where cannabis is legal, 

and that number is 

expected to increase. The 

social agenda and more 

governments needing to 

increase revenues will 

drive more countries to 

consider legalizing 

cannabis in years to come. 

A PubMed search for: 

cannabis returns 17,682 
references;  

tetrahydrocannabinol returns 

8,349 references;  

cannabidiol generates 1,934 
references. 



 2 

Lexaria Bioscience Corp.  
Finding a Place in the Market for Edible Cannabis in Canada 

 

The cannabis market has shifted in recent years and future predictions suggest 

more changes in the coming years. The food industry is in a constant quest to 

find new ingredients which enables innovation.7 The emergence of the retail 

cannabis legalized economy has led to numerous new products, including 

products less commonly used before legalization, such as edibles.8 In August 

2017, for the first time in Canadian history, more cannabis was sold in an oil form 

than in a smokable form. The challenge with oil-based products is the bitter 

taste. There are also potential limits on the THC content of cannabis edibles. This, 

coupled with the lag in feeling the effects of ingesting cannabis has led 

companies to search for a solution. 

Enter Lexaria. 9 

Lexaria Bioscience (Lexaria) Corp. is a publicly traded licensing company based in 

Kelowna, British Columbia, but is incorporated in Nevada. The company does not 

grow plants or manufacture any Tetrahydrocannabinol (THC) or cannabis 

products. Lexaria’s market capitalization is around $100M. It originated in its 

current form in 2014 upon controlling acquisition of the former company 

Lexaria’s DehyraTECH™. Lexaria only has a handful of employees but manages 

several partnerships with research centers.  

With its bioscientific approach and licences, Lexaria estimates that the global 

market potential for its technology with cannabinoids is $8B USD. Lexaria has 

rapidly emerged as a player in enhancing the flavour, bouquet, and gastro-

intestinal delivery of edible cannabinoid consumer products. Beyond cannabis, 

there are other applications for Lexaria’s technology such as vitamins, 

nonsteroidal anti-inflammatory drugs and even nicotine. The estimated market 

potential for these goods are over $700B USD. Creating a buffer between the 

plant and consumer goods is where Lexaria believes the bulk of the market is.   

 

“We know despite the harm of smoking cannabis, Canadian physicians will 

gravitate towards inhaled products because most understand the kinetics 

of pharmaceuticals. Edibles are misunderstood.”  

John Docherty, President and Director, Lexaria.2  

                                                           
2 John Docherty is President and Director and manages the portfolio of patents and R&D  
development. He joined Lexaria in 2015. 

 

 

 

 

 

 

 

Lexaria’s patented 

technology reduces  

time of onset, which 

means effects can be 

felt within 20 

minutes instead of 

90 to 120 

minutes,9 while also 

allowing edibles to be 

effectively dosed at 

very low, so called 

micro-dose levels. 

Lexaria’s patents can 

even offer products 

that are certified 

Kosher, organics, 

gluten-free and 

more. 
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Lexaria’s goal over the next five (5) years is to become a company with a valuation 

of over one billion dollars. Lexaria sees itself as a game-changing agent; a broker of 

knowledge between manufacturers and the market. With cannabis, it sees itself as 

the enabler for manufacturers wanting to grow the cannabis-infused market. 

Lexaria’s Business Model  
 

As a license provider, it was important for Lexaria to strengthen its patent portfolio. According to Lexaria, 

there are two key components to patenting: method of use and composition (or ingredients). At the time 

of this case study, Lexaria has 19 applications filed in the U.S., and 33 globally, in over 40 countries. 

Lexaria’s issued patents are focused on methods of use with composition claims pending.  

Lexaria is a ‘first mover’ and is aggressively seeking patents before the much larger multinationals capture 

some of the markets. Lexaria’s intellectual property is centered around the delivery of active ingredients 

and drugs (a new deliver platform) rather than the applications for those ingredients or drugs. When 

regulations around cannabis began to be discussed and shifted, knowing that Fortune 500 companies are 

not allowed to enter the market, Lexaria saw an opportunity. Lexaria’s technology is equally applicable for 

use by a Fortune-500 drug company with its own patented drug as it is for a consumer product in the 

food category. Lexaria believes it is holding one of the broadest portfolios of patents related to 

cannabinoid research. 3 

Patents, which last about 20 years, protect the use of technologies and their various applications. 

Lexaria’s DehyraTECH™ represents the start of the next generation of fat-based delivery technologies 

(known as liposome technology). This technology works by enhancing the absorption of the desired 

ingredient/nutrient (bioactive) by using micro spheres that are coated in fats (or lipids). Specifically, 

Lexaria has patented the method of combining the bioactive with the fat sphere. By coating the bioactive 

with fat, it is protected from the harsh conditions of the stomach and digestive tract and can be absorbed 

later in the intestines. By doing this, the bioactive is not metabolized by the liver, which slows its entry to 

the blood stream and limits its effectiveness, and instead, more quickly and directly enters the 

bloodstream. Lexaria’s DehydraTECH™ brings forth a new approach to achieve this that is both cost 

effective and consumer friendly.  

  

  

                                                           
3 Chris Bunka, the business mind behind the company, is the Chairperson and CEO and has been involved with Lexaria since 
2006. 

“Of course, we want to make money, but if anything, we want 

people to stop smoking pot.”  

Chris Bunka, Chairperson, Lexaria.3 

 

3 
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Challenge: 
Navigating a Regulatory Landscape in its Infancy 

 

Given that cannabis has a long history of cultural and social stigma, and perhaps even 

misinformation,10 several remain legitimately concerned about its physiological influence on 

youth.11,12 While seeking a license under Canada’s MMPR program, Lexaria took an ethical stance 

and publicly decided not to sell cannabis products to consumers under the age of 25, if a license 

is granted to the company.13.This stance came as a surprise for the industry, and many reacted 

negatively to the news. Several companies considered Lexaria’s position as problematic for the 

industry given that almost half the market would likely be under the age of 25.  

According to Lexaria, the regulatory regime around cannabis in Canada and elsewhere is 

problematic. Lexaria believes regulators and public officials do not understand the diversity of 

cannabinoids. In the case of edibles, the lack of understanding is even more profound. The notion 

of edibles challenges Health Canada. Lexaria believes in regulations, but they need to be 

thoughtful and comprehensive. In general, the larger market for cannabis is not overly interested 

in the overt psychoactive intoxicant effects offered by the drug. Regulations should aim at regular 

consumers wanting to relax, similar to the typical social beer or wine drinker. Ideally, companies 

should maximise the efficiency and reliable predictability of delivery of cannabinoids.  

“In the United States, the maximum dosage for an edible product is 10 milligrams.  

That is becoming the standard around the world. But in Canada, it is the wild West.” 

Chris Bunka, Chairperson, Lexaria  

Once edibles become legal, many larger players will enter the market which will make the market 

more competitive. With its patent applications, Lexaria hopes to be at the forefront of the game 

and is trying to be the gatekeeper in edibles. The regulatory environment in the U.S. is very 

different than that of Canada. There is a lot of fear in United States around cannabis, and this 

uncertainty has only continued to increase. The perception of money laundering linked to 

cannabis is still widespread in the U.S. which in turn affects how regulators, banks, and insurance 

companies manage risks. These perceptions and fears could translate to uncertainties in Canada 

as well, and subsequently affect the regulations put in place. 

Another issue is that Lexaria is currently listed as a company in the U.S. Being listed in the U.S. 

exposes the company to some risk. The American federal administration has mentioned that it 

could enforce new rules and restrictions related to cannabis consumption. It may even ban the 

existence of some companies like Lexaria which can be problematic over time. It could also affect 

the company’s ability to attract capital in the future, which is critical for a company like Lexaria. In 

response to this challenge, Lexaria has begun the legal process of redomiciling: disincorporating 

its head office from the U.S. and incorporating a new head office in Canada, where cannabis 

businesses are federally accepted. 
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Challenge:  
Flavour, Absorption, and more 

 

The company often meets with companies experiencing flavour and absorptions issues in the 

delivery of edible forms of cannabis. The challenge with oil-based cannabinoid products is the 

bitter taste experienced through ingestion. Manufacturers tend to avoid bitterness by using more 

sugar and sweeteners. In fact, the best-selling edible in the United States are gummies.14 As a 

result, the health value of the food product is compromised. For consumers who are diabetic, as 

an example, this can be an issue. In addition, many benefits of cannabinoids actually come from 

the non-psychoactive parts of the plant. Edible forms of cannabis allow modern companies to 

remove or reduce the undesirable elements or ingredients within the cannabis and concentrate 

the desirable ingredients for edible products. 

With respect to absorption, laws restricting the amount of active ingredients in the product limit 

the absorption and effects of other ingredients. U.S. states such as California, Colorado, and 

Nevada have effectively adopted legislation that limits the THC content of cannabis edibles to no 

more than 10mg per serving. Given that the digestive track only absorbs 6% of the cannabinoids, 

10 milligrams within a product is too little an amount and therefore companies are looking for 

methods to enhance the effects. The speed of absorption is also a challenge. Compared with 

inhalation, it takes longer for a person to feel the effects when ingesting cannabis, whereas 

DehyraTECH™ formulations have demonstrated onset of THC and CBD effectiveness within 20 

minutes.  

For beverages, mixing water with cannabis oil is difficult but achievable with the company’s 

technology. Lexaria has formulated non-alcoholic beer with cannabis and has additionally worked 

on tea, coffee, hot chocolate, protein bars, candies, gummy bears, fruit juices, and more. The 

intent is to make beer taste like beer rather than the strong taste of some of the overwhelming 

flavours of cannabis constituents which are objectionable to the average new cannabis consumer.  

Lexaria has rapidly emerged as a player in enhancing the flavour, bouquet, and gastro-intestinal 

delivery of edible cannabinoid consumer products. It is simultaneously working to expand the 

applicability of its technology, within and beyond the cannabinoid sector, through its out-

licensing business model for cannabinoids and other bioactive molecules named in its patent 

portfolio (NSAIDs, nicotine, vitamins and more).15  
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Challenge:  
Considerations for Policy Development 

 

The agri-food system is a symbiotic set of institutions, firms, and markets 

contributing to the production, processing, and distribution of agricultural 

products to satisfy the nutritional needs of people.16 Ingredients facilitate 

connections amongst firms for their betterment and to enhance the efficiency 

of the system.  

Regulators are starting to explore ways in which lessons from tobacco and 

alcohol can be applied to cannabis to reduce unintended negative 

consequences of legalization. Jurisdictions that have legalized marijuana for 

recreational use, including a few American states, are eager to develop and 

adapt product, packaging and labelling standards designed to prevent 

unexpected market issues. Currently though, limited research is available to 

guide the development of policy frameworks.17 

The use of cannabis and the commercialization of cannabis-infused food 

products is inextricably linked with the key components of human societies: 

culture, polity, economy, law and order, and other aspects of social life.18,19 

The role of policy-makers in agri-food innovation includes managing 

uncertainty, providing information, and facilitating networks. The food 

industry must follow specific regulations while also being influenced by 

market forces. These forces include consumer perceptions, which are subject 

to bias, and can change over time due to the evolution of our collective 

knowledge on a social issue.20 Over the years, cannabis, which has been an 

illicit drug for decades in Canada, has been culturally perceived in certain 

ways, as described below.21 A blend of all dimensions can strike a balance 

between polity and social constructionism which is important for ingredients 

that were illegal for decades. 

 

Cultural Perceptions 

Culture is a critical dimension to the commercialization of edibles. Culture is 

essentially our way of life, which includes values, beliefs, customs, languages, 

and traditions. Culture is reflected in our history, in our heritage, and in how 

we express ideas and creativity. Some may see the existence of edibles as a 

natural extension of our culture, while others will not.  

 

  

 

 

 

 

 

 

 

 

 

Medicalization, 

Cultural Perception, 

 

Public Health. 

 

 

& 
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Cannabis as a Medicinal Product  

Cannabis has been associated with medicine for years, which can lead to the medicalization of an 

ingredient. Medicalization, another key dimension, is the process by which previously nonmedical 

problems become defined and treated as medical problems.22 Several ingredients have been promoted as 

superfoods, like quinoa and kale, to resolve certain ailments.23 Social acceptance fostered by celebrity 

endorsement, as an example, can alter how an ingredient is perceived. In the case of cannabis, the 

association with health benefits has been building slowly over the years which could categorize cannabis 

as a medication, and not a general food ingredient.24 As a result, broadening the market of edibles may 

be challenging.  

 

Social Determinants of Health 

Population health, and their associated social determinants of health, is another dimension to the 

broader analysis of cannabis as an ingredient. The social determinants of health are social characteristics 

of individuals and conditions in which individuals live and work (e.g., housing, and occupational 

environment) that determine their health status. The pursuit of better health generates innovation within 

the food industry.25  
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Key Findings 
 

- Based on current regulations and how cannabis is perceived, both society and 

science have not reached a point where all dimensions (medicalization, culture, and 

public health) are open markets to edibles using Lexaria’s technology.  

- Currently in Canada only two forms of cannabis are fully regulated for sale to the 

consumer: plant material (bud) or non-processed oil extracts. Old laws that 

prevented legal edibles have been removed by the courts, but replacement 

legislation has not yet been introduced and is not expected before mid-2019. 

Lexaria has expressed concerns about the lack of regulatory oversight from public 

regulators to look at this issue seriously. 

- Health professionals are ill-prepared for what is happening in the edible market 

 

- Lexaria’s patented technology offers solutions to three challenges faced by 

consumers: Nutritional quality of edibles is lacking due to the addition of sugary 

ingredients to mask the bitter taste; variations of body chemistry and gastro-

intestinal processing in consumers cause varying absorption time and psychoactive 

effects; and high rates of consumption via edibles due to poor absorption. 

- Consumers seem to be expressing their demand for non-smokable cannabis choices 

and this trend could continue as additional legislation is introduced allowing for 

broader edible formats. 

 

- The cannabis market is in a unique place. The Canadian market is not overly 

knowledgeable about the use and benefits of cannabinoids in general and most do 

not understand the risks which in turn is affecting policy. 

- In Canada, most of the attention on cannabis has been related to production 

challenges and distribution. The issue of ingredient enhancement has rarely been 

covered while the global market for cannabis-infused food products and nutritional 

supplements is expanding. Canada offers a fertile terrain for research on how 

consumers will adapt to such an environment.  

- More research is required to better understand social constructs over time while 

cannabis is being legalized. Canada, and perhaps other countries where cannabis 

will become legal, can offer perspective for future social science research on the 

topic. 

 

  

 

Lexaria is putting forward a 

narrative which does not fit 

with the current dominant 

rhetoric around the 

consumption of cannabis. 

 

 

 

 

“You shouldn’t get high to get 

healthy and relax. The [busy 

parents] coming home 

wanting to relax, that’s the 

fat of the market with 

edibles.”  

Chris Bunka,  

Chairperson, Lexaria 

 

Do you agree with this 

statement?  

Why or why not? 

Changing Perceptions and Regulatory Influence 

Future Research  

Meeting Consumer Demand  
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Conclusion 
 

As a small player in the industry, time is not something Lexaria has plenty of. They have minimal 

recourses to really make a mark in such a very large market. Innovation is critical to the growth of the 

food industry. The different types of innovations can affect numerous stages of the value chain that leads 

to the transformation of inputs into food products for human consumption and may vary depending on 

the relative power of actors in the system. In product-driven value chains, which are typically dominated 

by manufacturers, innovation pertains to know-how and is focused on products and processes. In buyer-

driven value chains, which are dominated by food distributors, innovation is related to branding and 

marketing and is focused on organization and marketing activities. Lexaria is neither, which makes the 

company incredibly vulnerable to supply-chain forces.  

Generally, in agri-food, major technological, political, economic, and institutional trends are changing the 

global system. But the case of legal cannabis is different, and social constructs will vary from one market 

to another. Main drivers of change usually involve information and communication technologies, 

biotechnology, agricultural research and development systems, globalization of agribusiness supply 

chains, the rapid growth of foreign direct investment and international trade.  

 

   

 

FOR DISCUSSION  

1. What is your overall assessment of the edible market in Canada, months 

before cannabis is legalized?  

 

2. How do you believe the cannabis market in Canada will evolve over the 

next decade?  

9 



 10 

REFERENCES 

1 Bear, D. (2017). From Toques to Tokes: Two challenges facing nationwide legalization of cannabis in Canada. 
International Journal of Drug Policy, 42, pp. 97-101. 

22 Olive, D. (2018, January 06). Six potential game-changers for 2018. Toronto Star, p. B.4. 

3 Werb, Nosyk, Kerr, Fischer, Montaner, & Wood. (2012). Estimating the economic value of British Columbia's 
domestic cannabis market: Implications for provincial cannabis policy. International Journal of Drug Policy, 
23(6), pp. 436-441. 

4 Charlebois, Somogyi, & Sterling. (2018). Marijuana-infused food and Canadian consumers’ willingness to consider 
"recreational" marijuana as a food ingredient. Trends in Food Science & Technology, 74(10). 

5 Rehm, J., Crépault, J., & Fischer, B. (2016). The Devil Is in the Details! On Regulating Cannabis Use in Canada Based 
on Public Health Criteria. International Journal of Health Policy and Management, 6(3), pp. 173-176. 

6 Mold, A. (2017). Cannabis; Getting High: Marijuana Through the Ages. Cultural and Social History, pp. 1-2. 

7 Fitzpatrick, K. (2007). Innovation in western Canadian functional food ingredients. Cereal Foods World, 52(5), pp. 
289-290. 

8 Allen, Davis, Duke, Nonnemaker, Bradfield, & Farrelly. (2017). New product trial, use of edibles, and unexpected 
highs among marijuana and hashish users in Colorado. Drug and Alcohol Dependence, 176, pp.  44-47. 

9 Krauss, M., Sowles, S., Stelzer-Monahan, H., Bierut, T., & Cavazos-Rehg, P. (2017). “It Takes Longer, but When It 
Hits You It Hits You!”: Videos About Marijuana Edibles on YouTube. Substance Use & Misuse, 52(6), pp. 709-
716. 

10 Maccoun, & Mello. (2015). Half-Baked — The Retail Promotion of Marijuana Edibles. The New England Journal of 
Medicine, 372(11), pp. 989-991. 

11 Friese, B., Slater, M., & Battle, D. (2017). Use of Marijuana Edibles by Adolescents in California. The Journal of 
Primary Prevention, 38(3), pp. 279-294. 

12 Richards, Smith, & Moulin. (2017). Unintentional Cannabis Ingestion in Children: A Systematic Review. The Journal 
of Pediatrics, 190, pp. 142-152. 

13 Elrod, M. (2017). Cannabis prohibition harms Canada's youth. CMAJ : Canadian Medical Association Journal = 
Journal De L'Association Medicale Canadienne, 189(29), pp. E970. 

14 Sobesky, & Gorgens. (2016). Cannabis and adolescents: Exploring the substance misuse treatment provider 
experience in a climate of legalization. International Journal of Drug Policy, 33, pp. 66-74. 

15 Lexaria Corporate Facts (2018). Internal corporate documents.  

16 Caiazza, R., Volpe, T., & Audretsch, D. (2014). Innovation in agro-food chain. Journal of Enterprising Communities, 
8(3), pp. 180-187. 

17 Wang, X., Mackowsky, D., Searfoss, J., & Telepchak, M. (2016). Determination of Cannabinoid Content and 
Pesticide Residues in Cannabis Edibles and Beverages. LC GC North America, pp. 20-27. 

18 Chapkis, W. (2007). Cannabis, Consciousness, and Healing. Contemporary Justice Review, 10(4), pp. 443-460. 

19 Szaflarski, & Sirven. (2017). Social factors in marijuana use for medical and recreational purposes. Epilepsy & 
Behavior, 70, pp. 280-287. 

20 Malek, Shabnam. (2017). Trademarks and branding in the cannabis industry: Protecting IP in the shadow of the 
CSA. The SciTech Lawyer, 13(3), pp. 12-13,30. 

21 Keul, A., & Eisenhauer, B. (2018). Making the high country: Cannabis tourism in Colorado USA. Annals of Leisure 

                                                           



 11 

                                                                                                                                                                                             
Research, pp. 1-21. 

22 Cathcart, J., Aguirre, Adalberto, Kposowa, Augustine, & Reese, Ellen. (2016). Knowledge of Good and Evil: An 
Urban Ethnography of a Smoking Culture. ProQuest Dissertations and Theses. 

23 Lamy, Daniulaityte, Sheth, Nahhas, Martins, Boyer, & Carlson. (2016). "Those edibles hit hard": Exploration of 
Twitter data on cannabis edibles in the U.S. Drug and Alcohol Dependence, 164, pp. 64-70. 

24 Vo, Horng, Li, Ho, Wu, Lynch, & Smollin. (2018). Cannabis Intoxication Case Series: The Dangers of Edibles 
Containing Tetrahydrocannabinol. Annals of Emergency Medicine, 71(3), pp. 306-313. 

25 Giombi, K., Kosa, K., Rains, C., & Cates, S. (2017). Consumers' Perceptions of Edible Marijuana Products for 
Recreational Use: Likes, Dislikes, and Reasons for Use. Substance Use & Misuse, pp. 1-7. 


	Context
	Lexaria Bioscience Corp.  Finding a Place in the Market for Edible Cannabis in Canada
	Lexaria’s Business Model
	Challenge:
	Navigating a Regulatory Landscape in its Infancy
	Challenge:
	Flavour, Absorption, and more
	Challenge:
	Considerations for Policy Development
	Key Findings
	Conclusion

