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Learning Objectives for this 
presentation 
1) Understand the opportunities that Theranos sees in 
the clinical laboratory market. 
2) Understand the advantages that Theranos claims will 
support its ability to take advantage of these 
opportunities. 
3) Critically access the ability of Theranos to achieve 
stated goals. 



Pretest 
1. With regard to my 

knowledge of the 
Theranos business 
model, I consider myself  

A. Very familiar 
B. Somewhat familiar 
C. Slightly familiar 
D. Not at all familiar 

 

2. I view the threat of 
Theranos to my business 
to be 

A. Very significant 
B. Somewhat significant 
C. Slightly significant 
D. I do not view Theranos 

as  a threat. 
 



Promotion versus reality 





Theranos makes broad highly 
publicized claims 

 Faster 
 Less Intrusive—uses fingerstick samples 
 Widely available through partnership with Walgreens 
 Cheaper (and transparently so) with insurance 

coverage or self pay. 
 Uses revolutionary technology 

 











Theranos claims have received massive 
attention in multiple media sectors. 
 Traditional print 
 Digital media 
 Tech/Silicon Valley Media outlets 
 Financial Press 
 Clinical Laboratory Trade Publications 







Selected Media 
Citations 2015 
Source: www.Theranos.com, 
4/21/2015 
 

CBS This Morning: Blood, Sweat & No Fear  

TIME 100: The Most Influential People in the World in 2015 

USA Today: Arizona health law could boost Theranos' bio-tech prospects 

The Arizona Republic: Patients can soon get lab tests without doctors' orders 

The New York Times: The Healing Power of Your Own Medical Records 

Fortune: 9 of the most inspiring acts of leadership 

Inc.: How Elizabeth Holmes Became America's New Entrepreneurial Icon 

Glamour: Career Advice From Theranos Founder Elizabeth Holmes 

Fox Business: Theranos, Cleveland Clinic CEO's on innovation partnership 

The Arizona Republic: Tech company Theranos pushes consumer lab-testing bill 

Fast Company: Most Innovative Companies 2015 

Inc.: Elizabeth Holmes Is a Beacon for Female Entrepreneurs  

8th Annual Crunchies Awards: Best Health Startup  

Brand Channel: Breakthrough Branding: Theranos, with Walgreens, Revolutionizes Healthcare 

Clinton Foundation: Health Matters  

Stanford Graduate School of Business: View From the Top  

ABC15: Score big savings on your lab tests with Theranos  

http://www.theranos.com/




Publication in Forbes raises profile 
in financial community 

Market value of $ 9 billion comparable to 
that of Labcorp and Quest 

Market Value 
(billions)

Employees Revenue 
per req

Revenue 
(millions)

Theranos $9 700 $ 25 est $10-30 est
Labcorp $12.6 45000 $44 6,011$          
Quest $11.0 36500 $44 7,435$          

Sources: Laboratory Economics, Yahoo finance, as of 4/21/2015. 
 



What is a unicorn? 
 They’re called “unicorns”—

companies that have soared to a 
$1 billion valuation or higher, 
based on fundraising. The 
billion-dollar tech startup was 
once the stuff of myth, but now 
they seem to be everywhere, 
backed by a bull market and a 
new generation of disruptive 
technology. 

           FORTUNE 
 
 
 

 



Theranos looks more like a high tech 
Unicorn than a biotech lab startup 

Recent lab IPO’s Well known Unicorn companies 

Market 
Value 

(millions)

Revenue 
(millions)

THERANOS $9,000 $10-30 est
Invitae $429 $1.60
Exact $1,970 $1.80
Nanostring $225 $47.60

Market Value 
(billions)

Revenue, 
estimated 
(millions)

Unicorn Rank, 
Fortune (January 

2015)
Uber 41.20 10000 2
Airbnb 13.00 500 4
Dropbox 10.40 400 6
Snapchat 19.00 0.0 7
Theranos 9.00 20.0 9

Sources: Fortune, Yahoo finance, as of 4/21/2015. 
 



Even trade publications  were supportive of 
the Theranos approach. 





 What I had envisioned. 
 Seamless electronic ordering 

of lab tests 
 Rapid friction free blood 

draws and payment (like 
Starbucks or Uber). 

 Rapid delivery of results. 
 Efficient use of  personnel 

and space. 

 Obstacles to delivery 
 Central lab testing, not point 

of service. 
 Difficulties with finger stick 

collections. 
 High labor costs/low 

utilization. 
 Regulatory barriers. 
 No real leap in information 

management  
 Payment/reimbursement 

 



Theory vs. Reality 
 



What is the current operational 
model? 

 Specimens are collected at draw stations within 40 
Walgreens in Phoenix area in Arizona.  

 Largely, but not entirely, collected with fingersticks 
 Specimens initially shipped to CLIA laboratory in Palo Alto. 

 Samples now processed in new laboratory in Scottsdale. 
  Limited services in California 

 Results available in 1-3 days on Theranos website. 



Does the current operational model disrupt 
existing laboratory services? 

 Availability of draw stations. 
 Utilization of finger sticks. 
 Turnaround time. 
 Price transparency. 
 User experience. 



Availability of draw stations in 
Arizona 

Theranos Sonoma-Quest 



Is the micro-sample a new and 
compelling standard? 



Is the micro-sample a new and 
compelling standard? 
The claim    The reality 

 No published data on the use 
by Theranos of fingersticks vs 
traditional phlebotomy. 

 Published anecdotal reports 
(Dark Report, Laboratory 
Economics) report frequent 
use of traditional 
phlebotomy. 



Is the micro-sample a new and 
compelling standard? 



Is the micro-sample a new and 
compelling standard? 
 Limited documentation that fingersticks are actually 

predominant or preferred method. 
 Lack of commitment to fingersticks in advertising to 

physicians office collections. 
 Inherent limitations of finger sticks. 

 Sample storage and transport 
 Sample availability for repeat and sendout specimens. 
 Requirement for duplicate collections for failed sticks or tests 

requiring traditional samples 
 



Does Theranos provide more rapid Turnaround 
time than traditional competitors? 

Source: https://theranos.com/our-technology, 4/22/2015  



Does Theranos provide more rapid Turnaround 
time than traditional competitors? 

How important 
is turnaround 
time anyway? 



Does Theranos provide more rapid Turnaround 
time than traditional competitors? 
 No published data on turnaround time. 
 Anecdotal reports suggest 2-3 day turnaround times 

are typical, less than industry standard of 1 day.  
 Central lab processing makes Turnaround times less 

than 1 day impossible or prohibitively expensive. 
 True rapid turnaround time (0-4 hours) would require 

a totally different testing model, i.e.  point of service 
devices in draw locations. 
 



Has Theranos changed standards 
for pricing and price transparency? 



Has Theranos changed standards 
for pricing and price transparency? 



Has Theranos changed standards 
for pricing and price transparency? 



Has Theranos changed standards 
for pricing and price transparency? 
 Theranos leads the industry in publishing clear accurate pricing. 
 Theranos pricing conveys significant competitive advantage for 

self pay patients 
 Theranos pricing may be attractive for patients with high co-

pays or deductibles. 
 Lack of insurance contracts may make Theranos model moot for 

insured patients required to use in network labs. 
 Unknown:  Will Theranos price schedules become the industry 

norm? 



Does the current operational model disrupt 
existing laboratory services? 

1. Availability of draw station 
2. Utilization of finger sticks. 
3. Turnaround time. 
4. Price transparency. 
5. User experience. 

1. Similar locations, expanded 
hours. 

2. No evidence of significant 
benefit or standard utilization 

3. Less than commercial 
competitors.  Not meeting 
advertised claims. 

4. Pricing model attractive to 
self-pay patients and may 
impact industry pricing. 

5. Driving patient ordering and 
reporting.   

 



Does the current operational model disrupt 
existing laboratory services? 
 Availability of draw stations? Similar to competitors, with 

longer hours.  
 Utilization of finger sticks? No evidence of significant 

benefit or standard utilization. 
 Turnaround time? Less than commercial competitors.  Not 

meeting advertised claims. 
 Price transparency? Pricing model attractive to self-pay 

patients and may impact industry pricing. 
 User experience? Driving patient ordering and reporting.  

 



Is Theranos fundamentally 
changing the user experience? 



Is Theranos fundamentally 
changing the user experience? 
Direct ordering of lab tests Patient access to results 





Unique features of 
Theranos rise to 
prominence 
Lack of peer reviewed publications 



Unique features of 
Theranos rise to 
prominence 
A large patent estate with broad 
claims  



A subset of patents describes methods, systems 
and devices for analyzing broad categories of 
samples. 



A smaller subset  of patents describes methods, 
systems and devices for measurement of specific 
analytes 



Most of the patents submitted are unrelated to 
the current Theranos business model 
 Point of care devices 
 Wearable and ingestable devices 
 Systems for data analysis, transmission and decision 

making. 



Unique features of 
the Theranos rise to 
prominence 
Intense secrecy regarding technical 
operations 





Publication of key findings adds value to new 
companies 





Where Does Theranos go from 
here? 
 Expansion of current model. 
 Patient directed testing 
 Point of service diagnostics using current Walgreens 

distribution. 
 Growth of true point of care and wearable 

technologies. 
 FDA oversight 

 



Expansion of the current model 
 Stated goal is presence in all 50 

states in “substantial” portion of 
8200 Walgreens locations 

 Limited growth on the Arizona 
footprint 
 Expansion from 20-40 sites in 

last year confined to Phoenix 
Metro area. 

 Phoenix area CLIA lab built to 
service Arizonz locally.  

 Large Newark CA area CLIA 
lab. 



Limits to Expansion of the Model 
 Difficulty to compete for routine laboratory business nationally with a 

small number of CLIA sites because of the cost and time limitations of 
sample transport. 

 Development of regional CLIA sites would require each site to validate 
each assay as an LDT. 

 Potentially prohibitive cost of  logistics for low cost, low margin 
samples. 

 Potentially prohibitive cost of dedicated low productivity phlebotomy 
staff. 

 Absolute necessity to develop ability to take all clinical tests done 
needed by a patient.  Will Cleveland clinic become their partner to 
provide reference lab backup for tests they can do themselves.  



Growth Potential of Patient 
Directed ordering 
 Theranos presumably believes this is significant growth 

area. 
 How large is the dollar value of patient directed ordering? 

 Low cost tests (cholesterol, INR, HbA1C, cholesterol) 
 No insurance coverage. 
 Variable state regulations. 

 Competition from (reluctant) competitors 
 Competition from direct to consumer waived tests. 



Evolution of the current model to testing 
performed on site at Walgreens 
 4 hour turnaround time can only be provided doing on 

site testing. 
 Much of patent estate is geared to “point of care” 

technologies. 
 Would satisfy needs of impulse based consumers. 

 



FDA obstacles to migration of 
current model  
 Manufacture of Point of service devices would require FDA 

approvals either as In Vitro Diagnostics, or as “waived” 
tests. 
 Use of devices as Theranos devices as IVD’s would require 

licensure of every site as a laboratory. 
 Use of devices as “waived tests” would require appropriate 

licensure and oversight of testing personnel. 
 Approval for essentially all tests would have to be in place 

before putting devices into use. 



Development of ingestable and wearable 
devices and communications technologies 
 A major point of focus in 

Theranos patents 
 Would require different 

pathways of FDA approval, 
regulatory oversight, 
ordering and billing. 

 A highly competitive field 



Promotion versus reality 



Has Theranos Revolutionized the 
Industry? 

 Central lab instrumentation  No 
 Point of care instrumentation  Not yet 
 Use of microtainers   Not proven 
 Price transparency and low pricing Yes 
 Patient empowerment   Maybe 
 Self pay provision of services  Yes 
 Order entry/Results reporting/EMR interfaces No 

 



Postest 
1. With regard to my 

knowledge of the 
Theranos business 
model, I consider myself  

A. Very familiar 
B. Somewhat familiar 
C. Slightly familiar 
D. Not at all familiar 

 

2. I view the threat of 
Theranos to my business 
to be 

A. Very significant 
B. Somewhat significant 
C. Slightly significant 
D. I do not view Theranos 

as  a threat. 
 



Natural Partners 



Silicon Valley meets Laboratory 
Medicine 
Necessary inputs  Successful Ventures 
 Clinical and Medical 

Expertise. 
 IT expertise 
 Engineering Expertise 
 Skilled Technical Workforce 
 Access to Venture Capital 

 Ariosa 
 Invitae 
 Counsyl 



What to look for in a 
groundbreaking venture? 
 Clear aims and understanding of target market 
 Desire to capture major share of the market 
 Pricing transparency 
 Reduced cost compared with competitors 
 Use of Social Media 
 Bypass traditional “key opinion leaders” 
 Success marked by readily apparent rapid growth 

 



What to look for in a 
groundbreaking venture? 
 Clear aims and understanding of target market 
 Desire to capture major share of the market 
 Pricing transparency 
 Reduced cost compared with competitors 
 Use of Social Media 
 Bypass traditional “key opinion leaders” 
 Success marked by readily apparent rapid growth 
 Failure to leverage the unique advantages of their Walgreen 

partner!! 



In Conclusion: 
Theranos has  shown some of the attributes of 
successful companies 
 Talented and visionary management 
 Access to Capital 
 Management of the Media 
 Technological sophistication 

 
 

 But this may not be enough 



Thank you 
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