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QuickMedx Inc.
If banks, airlines, financial services, and hotels treated their customers to the levels of waiting and
inconvenience that are the norm in healthcare, they would be unable to survive.
— JAMA, February 17, 19991
Rick Krieger, Douglas Smith, and Steve Pontius, founders of QuickMedx, a quick and convenient
service that offered medical diagnoses, treatments, and prescriptions for certain common medical
conditions, were concerned. Each had invested large amounts of time and money into the medical
service venture; however, on February 15, 2002, two years after opening its first station, the company
was still struggling to post a profit.
Still, the founders remained optimistic. They strongly believed in the concept of QuickMedx and
felt that all that it needed was simply more time and money. With these, they were certain that their
idea would catch on and QuickMedx would become the McDonald’s of simple health-care services.
However, in order to obtain both time and money they needed growth. The question before them
was, “How should we grow?”

QuickMedx Background
QuickMedx offered fast and convenient testing centers that for a flat payment of $35 per visit
provided rapid testing, diagnosis, and prescriptions to anyone over the age of 18 months for 11
common illnesses, including strep throat, influenza, ear infection, pink eye, and seasonal allergies. It
also offered vaccines for hepatitis B, tetanus, and the flu. Its stations were located within Supervalu’s
Cub Grocery Stores, a large grocery chain in Minneapolis and its surrounding areas, adjacent to its instore pharmacies. The centers were staffed with certified nurse practitioners (NPs) and maintained
the same hours as the pharmacies.

1 J.W. Kenagy, D.M. Berwick, and M.F. Shore, “Service Quality in Health Care,” Journal of the American Medical Association,
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The Idea Is Born
Based in Edina, Minnesota, QuickMedx was founded by Krieger and two business partners:
Smith, a family doctor, and Pontius. Their idea was to offer a fast, convenient, and reliable service by
which individuals could come in and order from a defined set of medical tests, each administered by
a certified medical professional. They coined the service “McDoc-in-the-box.”
The inspiration for such a service came about in July 1999 when Krieger and Smith were
discussing a completely different venture: how to set up a physicians-only Internet site. In the course
of analyzing that opportunity, they opened up The Wall Street Journal to a large double-page
advertisement for WebMD. Upon seeing the advertisement, they quickly came to the conclusion that
they would not be able to compete against a company with such a large marketing budget. As they
sat around, somewhat distraught, Krieger recalled his recent frustration in getting his son in to see a
doctor for a strep throat test. He recounted:
We started talking about why there was not a way to just get a simple question answered or
a simple test, like strep throat, done. Why was there not some way to just slip in and be seen
quickly? Wasn’t there some way to get care in a timely manner for a relatively simple illness?
A quick, convenient way to diagnose without waiting in the ER or clinic for two hours? We are
not talking about diabetes, cancer, or heart disease! We are talking about colds and throat and
ear infections.
From this cursory conversation QuickMedx was born, and Krieger became CEO of the new entity.

From Idea to Design
The three founders firmly believed that QuickMedx could be a disruptive innovation—a fast,
convenient, and competent alternative to the current options of obtaining an appointment with a
personal physician, waiting in long lines at an urgent-care clinic, or going to the emergency room.
(Appendix A describes the disruptive innovation theory.) Still, they needed to get from the initial
concept to the actual design of the service.
Having previously worked together at Newbridge,2 an alternative health-care business, Krieger
and Smith had learned the importance of input control. In the alternative-care business there had
always been the fear that a patient would present some significant symptom and serious condition,
such as cancer or some other life-threatening disease, and end up with an acupuncturist trying to
cure him. Thus, they knew that the screening of patients was critical to the process. Also, because
they had utilized physician’s assistants and NPs to analyze and review prospective patients at
Newbridge, they had learned that there were professionals licensed to do basic levels of care who
were not as expensive as physicians.
Pontius explained:
It was very clear to us the day that we wrote the concept down on a whiteboard that this
idea went from “Doc-in-a-box” to “McDoc-in-a-box,” where someone could walk in and order
off a menu. People would be willing to spend the money because if, for example, you are a
parent with a child, you basically know when your child has an ear infection. It is really not
about anything more than simply going to someone to get them to write a prescription for
amoxicillin. I can’t tell you how many ear infections we’ve had in our family. We know the
signs.

2 Newbridge offered therapies such as herbs, chiropractics, and massage in upscale settings.
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The founders also recognized what was occurring in the copayment market,3 especially within the
managed care network prevalent in Minneapolis. They decided to make the service strictly a retail
purchase. Krieger explained:
The copayment is the true consumer purchase decision, and the copayments were, and are,
rising fairly rapidly. As a group we zeroed in on the fact that the copayment is a discretionary
consumer purchase. Thus, what we started to try and build the model around was a delivery
system that would compete on a purely retail level and be able to profit on a copayment-type
basis. The assumption was that the $35 decision was a decision that they would pay for service
and value. Ultimately, it evolved into creating a retail-type health-care system.

Target Market
In broad terms the company saw its target market as “any adult who was seeking the fastest
diagnostic and prescriptive services for themselves or for their children over two years of age.”4
They expected parents seeking services for themselves or for their children to be the heaviest users of
the service. More specifically, the company subdivided its target market into a primary and
secondary target. The primary market was females 18 years or older from all income categories who
valued convenience and the rapid resolution of common and relatively routine medical problems.
These individuals were traditionally the decision makers of the household when it came to family
health care.
The secondary market was much broader than the first. It included (1) adults of moderate- to
upper-income levels who valued convenience and rapid resolution of routine medical problems,
(2) limited-income consumers who were not covered by insurance and who were accustomed to
accessing medical care on a fee-and-pay-for-service basis, (3) self-employed professionals who may
or may not have employer benefits, and (4) the approximately 9 million families in the United States
with annual incomes over $50,000 that had no health insurance coverage.

Diagnostic Tests Offered
The broad criteria for determining which tests the company would offer were that they be rapid,
be black-and-white conclusive, and be CLIA waived.5 Smith explained that he, as the medical expert,
“used primarily those diseases whose diagnoses had signs and symptoms that were readily
detectable and quite simple to interpret.” He continued:
They [easy-to-diagnose diseases] did not need the level of diagnostic acumen that a
physician would bring to the table. I then decided to box these in even more by mandating that
the care professional tell the patient to follow up and seek further care with his or her regular
physician if he/she did not get better within 24–48 hours. So we started out with an extremely
limited group of diagnoses, offering only tests for infections such as strep throat,
mononucleosis, and urinary tract infection.
When the company sketched out the first menu of tests it would offer, it decided to offer only
those for which there existed rapid tests that had simple yes or no responses. (See Exhibits 1 and 2 for
a company rapid-test protocol for strep throat. Appendix B describes the types of decisions that a
3 A copayment is the amount of money that the patient has to spend out of his or her own pocket upon the provision of care.
4 Company documents.
5 Clinical Laboratory Improvement Act applies to rapid tests approved for in-office administration with little regulatory

paperwork.
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physician makes to assign a diagnosis to a patient.) Ultimately, conditions that required clinical
diagnoses instead of actual tests (such as ear infections and sinus infections) joined the menu as the
company held more focus groups and as Smith became more confident that the protocols for
diagnosis could be put in place. Smith expounded:
The primary criteria for including a test or diagnosis now is, frankly, my gut sense as to
what is appropriate and what is not. We seriously consider those for which a patient
specifically asks while at a counter. The nurse practitioners keep a list of these. Then I look and
see whether it fits into the protocol or not. That is, whether it is a condition that can be seen
rapidly, whether it is a diagnosis that has a yes or no answer, and whether it is something that,
if the diagnosis is not clear, patients would be comfortable seeking a higher level of care.
The founders realized, however, that if they were going to build a business that offered a service
that was quick and convenient, they could not turn it into an urgent-care setting.

Operational Challenges and Choices
Early on, the founders’ discussions began to revolve around business operations. Since they were
confident in their ability to address patients’ medical issues, customer queuing and turnaround time
became a modeling challenge. Could they move the patient through the system in approximately 10
minutes and still provide quality care? What about potential queuing problems? How would they
handle a significant amount of patients all showing up at the same time? These issues were critical
during the design of the individual stations. (See Exhibit 3 for a photograph and floor plan of a
kiosk.) Because they did not have the ability to perform in-depth research, much of what they ended
up doing came as a result of trial and error. Krieger elaborated:
Realistically we can see somewhere between eight to ten patients an hour fairly
comfortably, depending on mix. At least to date, that has not been a major problem. We’re
hoping as volume picks up that it will become one. The focus of the design was, and has
always been, very much on the consumer. If they come to the site and there is a wait, we have
a pager system. They sign in, take a pager, and then, because they are in these super stores,
they can go shopping, go to the coffee shop, or whatever they want to do. They aren’t stuck
sitting in a waiting room with 35 other people. They can at least have some productive time.
We also incorporated a duplicated computer system on the front and back to speed up the
intake. Thus, though right now the sites generally operate with one NP operating both the
front and the back, you could put a medical technician or even an assistant out front to increase
the pace.
Another key question was how they would process the patients’ records. The company
collaborated with a local business called Med Serve that did a patient record-billing program and
thus began the development of a customized internal patient record system. The founders focused on
building a large-scale patient database and internal interface. They wanted patients to be able to go
into any QuickMedx and have their medical record available, much like they could go to any
Blockbuster Video and have their video rental record pulled. They worked from an Internet-based
platform to create a medical record system that was in-house and controllable but was at the same
time live and paperless.
Smith then developed all of the protocols and procedures necessary for the NP to rapidly walk the
patient through the system. (See Exhibit 4 for an example of the computer protocol.) The process

4
This document is authorized for use only in Indrajit Mukherjee's Strategic HRM, PGCHRM-22 course at Xavier Labour Relations Institute (XLRI), from March 2017 to May 2017.

QuickMedx Inc.

603-049

became entirely “click and point”; each question and its multiple answers were loaded in the system,
which allowed the NP to move rapidly through the process.6
As everything was a retail sale, the company did not need to build the insurance-billing piece into
the software. Still, the founders left some flexibility in the software so that they could put it in if it
was needed later.

From Paper to Practice
Pilot Programs at Supervalu’s Cub Food
The company planned to locate its facilities in high-traffic retail shopping environments close to
pharmacies. The founders had long discussions as to where that should be—a grocery store, WalMart, Target, a small drug store, or in the middle of a mall. Pontius stated:
We all agreed that the one-stop shopping concept was a key factor. That way, a patient
would not have to get back in his car and go someplace else to get a prescription filled. This
allowed us to eliminate some of the suggestions that had been made.
We then spent a lot of time talking with Target. After long discussions, Target informed us
that they could not retrofit us into any of their stores, only place us in new ones. We decided
that this would take too long. The smaller drug chains across the country did not have enough
space to place the kiosk, nor did they have the traffic patterns that we wanted. So we focused
on Cub.
Cub Foods was a warehouse-type grocery store in Minnesota owned or franchised by Supervalu,
a publicly traded grocery wholesaler and retailer whose customers covered a wide range of
demographics. When the founders had their first meeting with Cub Foods, they had an unexpected
stroke of good fortune. Their contact, Dale Riley, who had just taken a senior role with Supervalu,
had met Krieger and Smith during their Newbridge venture and had loved that particular idea. Thus,
when Riley heard about QuickMedx, the founders had an instant champion at Cub Foods. Riley
brought the group before Supervalu’s management team, which also liked the idea. However, Cub
was skeptical when it was introduced to the QuickMedx concept. Krieger recalled:
We showed them the consumer research that we had done and the focus group studies, but
they were still not convinced. They decided at that time to spend somewhere between $50,000
and $100,000 doing their own research on the concept in malls over the Christmas holiday.
They came back with an overwhelming affirmative response that pretty much matched what
our focus group studies had found. They asked, “How soon can you open?”
(Exhibit 5 presents QuickMedx’s market research results.)
Since the pharmacy itself could not own the QuickMedx kiosk,7 the company felt well positioned
in the marketplace. After all, Cub had 53% of the grocery market, there were 36 Cub grocery stores in
the Minneapolis-metro area, and QuickMedx had Cub. That gave QuickMedx the ability to stake out
and brand its image and establish its position in the Twin Cities metro market without worrying
about Supervalu simply stealing the idea. Supervalu had a strong presence from Minneapolis,
6 The computer recorded and saved the data, but there were no underlying algorithms such that the computer made the

diagnosis in place of the NP.
7 This was due to federal antikickback laws, which try to minimize conflicts of interest in health care.
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Minnesota, south to St. Louis, Missouri, and east across the United States to Baltimore, Maryland, and
Newark, New Jersey. Overall, it owned 800 grocery stores and 600 pharmacies. QuickMedx soon
signed an exclusive deal with Supervalu and Cub Foods, set up so that QuickMedx could enter any
market. When it did, however, it was required to give Supervalu 60 days’ notice. If Supervalu did not
let QuickMedx into its store in that particular market, then it would release QuickMedx from its
obligation and allow it to find a different retailer.
QuickMedx would lease space from Cub Foods for its small, colorful, in-store kiosks. The kiosk
itself was simply a portable private exam room to which was simply added a front counter. The
kiosks were always located near Cub’s restrooms so that tests requiring urine samples could be
expedited. The kiosk was to be staffed with an NP licensed in diagnostic procedures and medical
prescription practices. (See Exhibit 6 for monthly unit costs.) This professional was to see every
patient who visited the facility. The idea was that patients could simply walk up to the kiosk with no
appointment, be tested, and within minutes receive the diagnostic results and, if warranted, obtain a
prescription. If the test results were negative, the patient would receive recommendations for
symptomatic care and, when appropriate, suggestions for a more comprehensive evaluation,
including a referral.

Tests Offered
The founders decided to offer a very narrow range of tests for common viral and bacterial
illnesses and diseases.8 Tests offered included those for strep throat, ear infection, female bladder
infection (only for those over the age of 12), influenza, mononucleosis, allergic rhinitis (sinus
infection), poison ivy, conjunctivitis (pink eye), pregnancy (for women over the age of 18), and
seasonal allergies. The kiosk also offered flu, tetanus, diphtheria, and hepatitis B vaccines and the
treatment of common warts.
Some of the tests offered—such as for conjunctivitis, poison ivy, and allergic rhinitis—had been
incorporated from customer suggestions. However, simply because a patient requested something
did not mean that it would automatically become part of the product list. For example, the company
had received a tremendous amount of interest from diabetic patients and those with diabetic
interests, as well as from those with cardiac and cholesterol interests. Krieger said:
We knew that part of the process also had to be to maintain defensive barriers for the NPs
and for Dr. Smith on the medical side. We did not want to go into blood pressure and other
conditions in the kiosk because such a move would inevitably lead to the next medical step
that should be taken, and we are not set up or structured to take that step. So, part of the
decision was driven by the question, “Can you do it in roughly five minutes?” And, part of it
was driven by the question, “What is the site really capable of doing based on the supplies and
the efficiency that is there?”
The company had a strict set of guidelines for its NPs. These included the types of conditions that
they could treat, when they could prescribe antibiotics, and when they needed to refer patients to
alternative care centers. Patients who presented serious conditions were referred to local doctors,
urgent-care centers, or even hospitals (see Exhibit 7 for a relevant testimonial). To many, the in-store

8 QuickMedx only provided and offered services that met or exceeded all federal and state health-care requirements and

licensing guidelines.

6
This document is authorized for use only in Indrajit Mukherjee's Strategic HRM, PGCHRM-22 course at Xavier Labour Relations Institute (XLRI), from March 2017 to May 2017.

QuickMedx Inc.

603-049

centers paralleled what many doctors already did: allow nurses or physician assistants to handle
routine visits.9

The QuickMedx Experience
The centers were open from 9 a.m. to 9 p.m. weekdays and 9 a.m. to 6 p.m. on weekends
(mirroring the Cub Pharmacy hours). The founders explained their vision of the QuickMedx service
offering:
You come in one night from work with a sore throat. You are supposed to go on a business
trip the next day. Your kid came home earlier that day with a note saying strep throat has been
going around his school. It’s after 6 p.m. Your options are the emergency room, urgent care, or
QuickMedx, since your doctor’s office is closed. You remember that there is a QuickMedx open
near you in one of the Cub stores. You drive to the store and find the kiosk.
You walk up to the front desk and the nurse practitioner greets you warmly, saying, “Can I
help you?” You say, “Yeah, I think I might have strep throat.” She then asks you a short series
of triage questions,10 such as, “Do you have a stiff neck? Have you had a fever? How high has
your fever been?” If you answer in the affirmative, she will tell you that you are more ill than
she is able to handle in that setting. She will then give you a list of the nearest urgent-care
centers and/or emergency rooms in the area and suggest that that you go over there to be
evaluated more thoroughly. If you pass the triage questions, then she will say, “Come on in
and we’ll find out.”
At this point the patient would follow the NP to the rear of the kiosk. Once a patient was entered
into the computer system, he would sign a consent form acknowledging that the site was primarily a
testing center and, if necessary, he would seek treatment beyond QuickMedx. The NP would then
administer a rapid test for strep throat and enter the answers to the self-notes while waiting for the
test results. Within three to five minutes the patient would know if the test was positive or negative.
If it was positive, the NP would write the patient a prescription. Ideally the entire transaction would
last no more than eight to ten minutes.
The patient would leave the kiosk with a receipt bearing the ICD-9 code,11 the CPT code for the
rapid test, 12 the visit level, as well as the practitioner’s name. In addition to the prescription, the NP
would provide a list of recommendations for nonpharmacological management of strep throat. The
patient would also receive a copy of the self-notes to take to his physician, along with the
encouragement to do so.

Bill Payment
QuickMedx was strictly a pay-as-you-go retail service and sale. The company charged a flat fee of
$35 per visit, payable by cash, check, or credit card. As Krieger explained, the company intentionally
decided not to accept insurance as payment: “The decision not to accept insurance was a strategic
9 According to the Health Resources and Services Administration, 18,000 of the more than 45,000 NPs worked in some type of

ambulatory care setting, such as a doctor’s office, clinic, or outpatient-surgery center.
10 The company had developed a triage protocol (see Exhibit 8) that the NP was required to walk through with the patient
before she even entered him into the system.
11 ICD-9 (International Classification of Diseases, 9th edition) was a coding classification system used to describe diseases and

operations.
12 CPT, or Current Procedural Terminology, was necessary when filing medical insurance claims.
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one. In fact, not only did we decide not to accept it but also to not even be a part of the whole
insurance game. We believed that such a decision would give us additional freedom. It would
decrease our overhead burden, fees, and float. At the same time it would increase the amount of time
the NP could devote to care.”
Although QuickMedx did not accept insurance as a form of payment from the patient, it was
possible that patients might be able to pay for these services out of their medical savings accounts,13
recover these out-of-pocket expenses by filing a claim with their own insurance company or company
benefit plan, or deduct the costs off their income taxes. The company provided patients with the
proper documentation for reimbursement, but it was the patient’s responsibility to submit all claims,
communicate, and recover costs from their insurers and/or benefit providers. Krieger continued:
From the beginning of the design we created a receipt that would be capable of being
submitted for claims. The step we did not want to go over into was actually submitting it
ourselves: the float issue, the paperwork issue, the additional costs that burden a normal clinic.
We did not want to get into that administrative side. They paid us. We had the money. They
had the receipt. They could submit it if they wanted to.
The company soon found itself in somewhat of a dilemma vis-à-vis the “no insurance” policy
when Jim Hynes, head administrator of the Twin Cities Pipe-Trades Service Association, became
intrigued by the QuickMedx concept. Hynes researched the union’s current costs for the common
tests that QuickMedx offered and found that his members were charged anywhere from $70 to $150
per visit, depending on where they went for service. Since the members of the pipe-trades union were
on a straight 80/20 plan, the union paid 80% of the bill regardless of where they went. Hynes
immediately jumped aboard and tried to motivate his people to use QuickMedx. He went to the
union’s trustees and got approval for 100% reimbursement of claims submitted from QuickMedx.
Krieger related:
It worked really well because the tradesmen were used to submitting their own claims.
They were independent contractors. We have now got the auto dealers, the electrical unions,
the meatpackers, the bakery drivers, which are all now 100% reimbursing for QuickMedx visits
because it saves their plans anywhere from 45% to 65% per visit. That is what has pushed us
into facing the questions, “How do we deal with self-insured corporations? And how do we
get to the insurance side?”
The company knew that in order to succeed it could neither process the paperwork nor accept the
float time inherent in accepting insurance as payment. It knew that it did not want to have to educate
th
every 15 patient as to how to fill out a claim. It wanted to be “cash and carry,” but it also knew that it
needed patient volume. As a response, QuickMedx looked at the possibility of partnering with an
insurer in the metropolitan Minneapolis marketplace. The only autonomous insurance group in the
area was Blue Cross Blue Shield of Minnesota (BCBS).14 BCBS, which had roughly one-third of the
insurance market, reported approximately 347,000 visits that were applicable to QuickMedx per
year.15 There were approximately 2.9 million people living in the Minneapolis-metro area, and
approximately 2.8 people per household.16 QuickMedx decided to go after BCBS to see if it could
create a product within its insurance realm that did not cause QuickMedx to file claims and carry the
float. After a series of talks, QuickMedx signed an agreement with BCBS at the end of August 2001. In

13 Medical savings accounts are tax-exempt accounts in the United States that can be used for medical care.
14 An autonomous insurance group does not have a delivery-of-care component.
15 Company data.
16 Statistical Abstract of the United States: 2000, U.S. Census Bureau.
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the agreement the giant insurer prepurchased a discount on 150,000 visits, meaning that a BCBS
customer would pay $25 instead of $35 at the time of his visit, the other $10 having already been paid
by the insurer. Krieger explained:
Because we have a fixed cost structure, we do not believe that this is a risk to us. The key to
us was that they would prepurchase x amount of visits, and we would offset them on a
monthly basis. But we still would not bill, and we still would not do it on an individual basis.
This was our first foray into entering the insurance piece. But those customers have a $10
discount only in the sense that Blue Cross already paid that amount. The agreement allows
Blue Cross to aggressively market the use of our service to its customers.
The company also paid close attention to the copayment level set by insurers so that QuickMedx
remained competitive with expected out-of-pocket expenses.

Marketing and Advertising
In its first year of operation, the company spent the majority of its limited marketing budget on
direct mail and radio. Pontius explained, “The marketing materials have been driven by the
McDonald’s concept, pushing our limited menu.”
Cub also did quite a bit to help QuickMedx succeed. The chain wanted to show that it was on the
cutting edge of what was going on, so it advertised extensively on both radio and billboards. It also
featured QuickMedx in its Sunday insert and placed “bag stuffers” in all the pharmacy prescription
bags that went out.
QuickMedx was also fortunate to receive quite a bit of local and national media coverage. (See
Exhibit 9 for examples of articles.) The media seemed to be intrigued with this ostensibly new idea.

Controversy
Not everyone liked the QuickMedx concept, however. Some condemned the concept by attacking
the quality and continuity of care that a QuickMedx patient might receive. Dr. Blanton Bessinger,
president of the Minnesota Medical Association (a group that had historically been against the idea
that NPs be allowed any independent practice) and a pediatrician in St. Paul, voiced these concerns:
I worry about bringing medical care to the discount store. While it is perfectly
understandable that people want this kind of thing, the problem lies in the lack of any
continuity of care. It is true that many doctors use the same kind of quick tests, but they also
have backups. A clinic such as QuickMedx does not have medical records to fall back on. What
if the patient has a bad reaction to a shot, or is sicker than the nurse practitioner realizes? You
could call 911 from Cub Foods, but I don’t regard that as the right kind of approach.17

QuickMedx replies QuickMedx defended itself by stating that it had no intention—nor any
desire—to be a full-care provider. The founders claimed that QuickMedx’s NPs routinely referred
their patients to their regular doctors. Smith complained about certain specialists’ attacks: “These
specialists don’t understand how information is transmitted at the primary-care level. Speaking
frankly, I get no report from the urgent-care department for over half of my patients when they are
seen there. I think most practicing primary-care physicians know that. Plus, simply stated,
QuickMedx has no interest in trying to be the primary-care provider for its customers.”

17 Julie Appleby, “Grocery List: Milk, Bread, QuickMedx,” USA Today, January 23, 2001.
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Krieger agreed: “We are not trying to be everything. We are not a family practice. We are not
urgent care. We are basically a diagnosis center for these 10 or so things.” He continued:
We feel that it ultimately comes back to an economic situation. We hear more negativity
from those that still own their practice or are in a large, privately owned practice group
because the $70 that we are saving the insurance carrier or the individual is coming out of their
pocket. Ultimately, that’s an impact. That’s the hard part for us. Within the media, we can’t
argue the economics of the transaction. That’s something Blue Cross and the other groups have
to do for us.
The company estimated that the QuickMedx diagnoses represented about 8% to 10% of the
average primary-care practice’s volume. A recent study with Blue Cross showed, however, that this
was only 2.5% to 3% of billings.

The Early Outcome
Results
After pilot tests and expansion the founders studied the company’s preliminary results. One of the
findings that most surprised them was the success of the kiosks located in lower-economic
demographic regions. They had believed that, given the copayment and the retail sale of the business,
the kiosks would be driven by discretionary income, and, by extension, that the kiosks would be most
successful in the midscale to upscale areas. Yet, after Cub’s dual site test at both the upper and lower
demographic, the lower-income demographic performed higher. What they discovered was that
blue-collar workers did not necessarily have insurance coverage or at least the level of insurance
coverage that they had expected.
Overall, the trial kiosks had drawn anywhere from 20 to 100 patients a week. In the off-peak
season, they had averaged between 8 to 10 patients per day, and during the peak season roughly 10
to 12. Initially, 70% to 75% of the tests performed were tests for strep throat, though the founders felt
that the number would eventually be around 40% to 45%. (See Exhibits 10 and 11 for complete visit
data and company results and projections.) QuickMedx reported that roughly 10% of the patients
requested something that the company did not treat.
The kiosks seemed to be attracting people from all over the area. Krieger explained:
After we had two sites open, one at the north end of the metro area and one at the south
end, we did a quick demographic study. The two stores were about 20 miles apart. But when
we did a zip code check from our patient base we found that we had hit every zip code in the
Twin Cities. So people were traveling to them.
The overall demographic mix per visit distribution was also much flatter and broader than
we anticipated. There was a little bit of a jump in volume in the 3- to 10-year-old segment, and
also in the 25 to 34 group, and finally in the 50 and older category, which surprised us. But
there was not one group that was just huge. It was fairly broad.
th

The company was preparing to open its 10 site; four had already been closed. (See Exhibit 12 for
all locations.)
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QuickMedx Challenges
Nurse practitioners One of the biggest challenges that the company faced was in attracting
and retaining NPs. NPs worked on rotating, three-day, 12-hour shifts. Thus, two NPs would operate
a given site. Krieger elaborated:
The concept of using NPs to provide medical services in rural areas where there was not
enough coverage or market share to attract a physician created the legal opportunity for us to
use NPs as we now are. Thus, though the state laws that provided broader practice for the NPs
were considered to be a way to solve a rural and not a metro problem, we have turned it
around and applied it to the metro area.
Nevertheless, I still believe our biggest issue going forward is our ability to hire NPs and to
maintain them given our limited scope. NPs obviously want to see a broader range of
conditions than the 10 things that we do. They feel like they have tested and qualified for much
more than that. So we have tried to work them into nonprofit clinics in town on a day or two a
month at our expense to try to allow them to maintain their scope. But this might be the most
complicated issue that we face. It is key to making our business model work, but it takes
convincing NPs that we offer a career path, and that is not what they went to school for.
If needed, the company planned to add medical technicians to the front end of the operation. Most
likely these would be part-time people who only wanted to work a few hours a week who would
come in during peak hours and help with the initial triage and data entry.

Growth and expansion The company also faced the challenge of growth. For example,
should it expand its menu of offerings? Smith commented:
I think that our biggest pitfall would be to rapidly expand our services offered. What we are
able to do at the present is to see people quickly, defend our practice, and keep it competent by
narrowing the scope. Where problems have occurred in the past with these sorts of ventures is
exactly in that they started adding way too much way too quickly. If we wanted to do that we
would be better off opening up a separate primary-care clinic that the nurse practitioners could
then rotate through, but keep these kiosks quite limited.
Pontius agreed:
It is critical that we stay in our core niche. . . . The way the systems have been developed, it
is critical that the system does not get too complex or deep. There are many health-testing
companies right now [and] several large groups that are trying to work through the pharmacy,
grocery, and retail side that are looking to provide broad health-care services. Could we get
into that realm quickly? Absolutely. Would it probably create a queuing problem? Yes. So I
think operationally staying in our niche is what allows us to grow fast. People need to know
that we just serve hamburgers.

Liability QuickMedx also had to protect itself from liability lawsuits. If a patient presented a
serious condition and was somehow ignored, could one legal case against QuickMedx destroy the
company? Smith did not think so: “Speaking as a physician, I do not think liability is a very big issue
because we are so limited [in the tests that we offer]. We have them sign up front the
acknowledgement that this is primarily a testing center, and that if they have further problems they
need to seek care in a different setting. We also give them the self-notes that they can then bring to
their physician.”
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Krieger agreed that this was not an area of great concern: “We have a full malpractice policy just
as a primary-care clinic through St. Paul Company. That was one area that Supervalu spent a lot of
time on to make sure that the risk management was covered.”

Financing Finally, the company faced the issue of how to finance the business until—if and
when—it became self-sustaining. Krieger commented:
We did one round of private placement with a local broker/dealer that raised $750,000. The
rest of it has been funded primarily internally, or with those shareholders. We are looking at
additional rounds right now. We have had brief discussions with the venture capital
community, but they seem to be more focused on devices. Health-care service with a retail
flavor is not something that the medical VCs appear to be comfortable with. On the other hand,
the retail VCs are not comfortable with the medical attribute. So it has been a bit of a
conundrum. We are definitely going to need to develop some more working capital, and we
are looking at our alternatives.

Conclusion
The questions Krieger, Pontius, and Smith repeatedly asked themselves were, how should the
company grow? Should it build a QuickMedx franchise? Should it increase the number of conditions
that it diagnosed and treated? Should it develop a new relationship with insurers? Or should it
continue to grow organically?
Only time would tell whether QuickMedx would survive and disrupt the entrenched players in
the provision of care. Was this a fundamentally different and better way to provide these types of
health-care services?
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Evaluation and Management Protocol

Evaluation and Management Protocol for a Patient Requesting a Strep Test
1.

The patient requests evaluation for the strep throat test.

2.

The NP determines the most appropriate next step, which could include triaging the patient to
another provider if their symptoms would require more specialized care.

3.

The nurse practitioner (NP) first has the patient complete the consent for treatment form, and
then enters the basic demographic information into the electronic medical record. The NP
performs a focused health history, which includes past medical history, medications, allergies,
and a problem-oriented history related to the complaint.

4.

The NP selects the strep throat SOAPa note from the computer menu and completes the
pertinent subjective history section.

5.

The NP performs a throat swab and starts the rapid strep testing procedure, which includes
inserting the swab into the testing cassette and adding the testing solution. A timer is set for 5
minutes. A back-up culture is not performed and this approach has been supported in the
literature.

6.

While the test is processing, the NP performs a focused head and neck examination, which
includes additional observation of the throat, looking at the tympanic membranes, and
palpating the lymph nodes of the head and neck.

7.

The NP documents the clinical findings, reads the strep test and determines the plan of care.

8.

The documentation process is completed, the fee for the service is collected, and the patient
education is provided. The patient is provided with a prescription, if needed, a copy of the
SOAP notes documentation, the patient education form, and a detailed receipt.

9.

The consent form is filed and the NP sanitizes the exam area to prepare for the next patient.

Source:

Company document.

aAcronym for the logical progression of office notes, i.e., Subjective complaints, Objective findings, Assessment or diagnosis,

and a Plan for treatment and follow-up.
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Exhibit 2

Protocols for Strep Throat Test

METHOD: Quidel QuickVue test kit
PATIENT PREPARATION: Patient should avoid food or drink for 10 minutes before testing.
MATERIALS & REAGENTS:
Individually wrapped test cassettes
Extraction solution bottles
Sterile rayon-tipped swabs on solid green shafts
Positive/Negative controls done with each new box
SPECIMEN COLLECTION:
Wear personnel protective lab coat and gloves. Collect throat swab specimens by standard clinical methods.
Press the tongue with a tongue blade. Do not touch the tongue or the top of the mouth with the swab. Swab the
back of the throat, the tonsils, and any other areas where there is redness, inflammation or pus.
Use ONLY the rayon tipped swabs on solid green plastic shafts supplied in the kit to collect throat
specimens.
Process as soon as possible after collection. Swabs can be held in any clean, dry plastic tube or sleeve up to 4
hours at room temperature or 24 hours refrigerated before processing.
PROCEDURE: Must be followed exactly to achieve reliable test results.
Remove the QuickVue test cassette from the foil pouch and place it on a clean, dry, level surface.
Using the notch at the back of the chamber as a guide, insert the patient swab completely into the Swab
Chamber.
Squeeze to crush the glass ampule inside the Extraction Solution Bottle.
Shake vigorously the bottle five times to mix the solutions. Solution should turn green after the ampule is
broken. Solution must be used immediately.
Remove the cap. Quickly fill the chamber to the rim (approximately 10 drops). Begin timing.
Read results at 5 minutes. Some positive results may be seen earlier.
If liquid has not moved across the Result Window in 1 minute, completely remove the swab and re-insert. If
liquid still does not move across, retest with new specimen, test cassette and extraction solution bottle. The test
cassette should not be moved until the assay is complete.
INTERPRETATION OF RESULTS:
POSITIVE: The appearance of any pink-to-purple line next to the letter “T” in the Result Window, along
with a blue Control Line next to the letter “C,” means that the test is positive for group A Streptococcus.
NEGATIVE: The appearance of only the blue Control Line next to the letter “C” in the Result Window
means that the test is negative. A negative QuickVue result means that the swab is presumptive negative for
group A Streptococcus.
INVALID RESULTS: If the blue Control Line does not appear next to the letter “C” at 5 minutes, the test
result is considered INVALID and the test result cannot be used. If this occurs, retest using a fresh swab and new
test cassette.
Please see the procedure card for photographic example of test results.

Source:

Company document.
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Photo of QuickMedx Kiosk at Supervalu Cub Grocery Store

SCHEMATIC

Source:

QuickMedx Medical Testing Center, Architectural Alliance, April 22, 1999.
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Exhibit 4

Electronic SOAP Note

Description of the Process for a Patient Requesting Evaluation for Sinusitis
1.
2.
3.

4.
5.
6.
7.

8.

Source:

The patient requests evaluation for sinusitis.
The NP determines the most appropriate next step, which could include triaging the patient to another
provider if their symptoms would require more specialized care.
The nurse practitioner (NP) first has the patient complete the consent for treatment form, and then enters the
basic demographic information into the electronic medical record. The NP performs a focused health history,
which includes past medical history, medications, allergies, and a problem-oriented history related to the
complaint.
The NP selects the sinusitis SOAP note from the computer menu and completes the pertinent subjective
history section.
The NP performs a focused head and neck examination, which includes visualization and palpation of the
sinuses, the throat, looking at the tympanic membranes, and palpating the lymph nodes of the head and neck.
The NP documents the clinical findings and determines the plan of care.
The documentation process is completed, the fee for the service is collected, and the patient education is
provided. The patient is provided with a prescription, if needed, a copy of the SOAP note documentation, the
patient education form, and a detailed receipt. Recommendations including symptomatic care, the use of
over-the-counter medications, and recommended follow-up with their primary care provider are provided.
The consent form is filed and the NP sanitizes the exam area to prepare for the next patient.

Company document.
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Market Assessment (prelaunch)

Customer’s Likelihood to Use QuickMedx in a Cub Store (numbers in percent)

Extremely Likely
Very Likely
Somewhat Likely
Not Very Likely
Not At All Likely

Source:

Total

No
Children

Children
0-9

Children
10-18

Age
18-44

Age
45+

Income
<$50,000

35
43
13
5
4

44
28
13
12
3

35
55
2
5
3

34
42
14
3
7

38
45
12
4
1

22
37
11
11
19

28
45
16
6
5

Income
>$50,000
45
41
7
4
3

Supervalu Marketing Research—99082.

Exhibit 6

Selected Costs and Expenses

Materials Costs of Tests and Procedures (excluding basic supplies) Plus Initial Data on Visits

Test Kit Cost
Diagnoses—
Flu
Mono
Otitis Media
Otitis Externa
Pregnancy
Sinusitis
Strep
Urinary Tract Infection
Conjunctivitis
Rheas Dermatitis
Hay Fever
Vaccines for—
Tetanus
Hepatitis B
Flu Vaccine
Other—
Warts Removal
Total

1st Quarter

Estimated % of Visits During Year
2nd Quarter
3rd Quarter
4th Quarter

-3.99
--2.10
-2.97
0.44
----

1%
1
22
1
0
20
47
3
2
0
0

0%
1
22
1
0
14
47
5
4
1
2

0%
1
22
5
1
14
40
5
5
1
3

0%
1
21
2
0
18
39
3
4
0
1

9.16
26.54
6.39

1
1
1

1
1
0

1
1
0

1
1
8

8.61

0

1

1

1

2.10a

100%

100%

100%

100%

$

aTotal weighted average cost per test.
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Exhibit 6 (continued)
Setup Costs and Expenses—per Kiosk
Setup Costs
Capital Costs—Will Be Carried as Fixed Assets
Construction/Freight/Installation of Kiosk
Signage
Computers/Printers—2
Phone Installation and Electrical Hookup
Medical Equipment and Supplies
Inventory Costs—Will Be Carried as Inventory
Medical Supplies
Medical Tests
Operating Expenses—Will Be Expensed
Direct Mailing
Office Supplies and Miscellaneous
Filing Fees
Total

$28,500
3,500
5,600
1,200
1,000
600
300
8,000
1,000
300
$50,000

Monthly Operating Expenses—per Kiosk
Monthly Cost
Personnel
Full Time—2 Nurses
Part Time—9 Hours per Week
Part Time—Fill for NP’s Management Time
Payroll Taxes/Benefits/Workmen Comp.—Full Time (15%)
Payroll Taxes/Workmen Comp.—Part Time (10%)
Continuing Medical Education per Full Time
Rent
Phone
Medical Supplies—Cost per Visit
Medical Tests—Average Cost per Visit
Office Supplies and Miscellaneous
Minnesota Care Tax—1.5% of Revenue (per visit)
General Maintenance
Computer Systems
Depreciation (5 Years)

$9,500
1,109
1,664
1425
277
125
2,000
200
0.70
2.10
200
0.53
100
100
663
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Exhibit 6 (continued)

Monthly Operating Expenses—Corporate
Annual @
Personnel
Director Retail Development
Corporate Development
Executive Team (2 people)
Accounting/Finance
Payroll Taxes and Benefits (15%)
HR Consulting
Legal
Office Supplies and Miscellaneous
General Maintenance
Business Insurance (all inclusive)—per Visit
Travel and Entertainment
Audit/Taxes—May @ Year (one time)
Board of Directors’ Insurance
Depreciation (5 Years)
Amortization—Other
Amortization—Financing Costs
Advertising

Source:

Monthly Cost

$ 60,000
50,000
250,000

$ 5,000
4,167
20,833

42,000

3,500
5025
3,000
4,000
500
500
0.30
500

36,000

20,000

240,000

1,000
350
975
7,964
20,000

Company document.
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Exhibit 7

Testimonial

Greetings QuickMedx staff:
I am forwarding a message to you—yes, you and QuickMedx can have a positive impact on the
health of others in many ways. I know all of the NPs are helping our patients and potential patients
in many ways on a day-to-day basis—and it's nice to hear back from those who appreciate what you
do. Keep it up.
Kevin

Forwarded Message:

Dear Lisa,
This past Saturday, I had a lady stop by the kiosk to say "thank you" for referring her husband.
She said that a couple weeks ago, he had asked to be seen, but instead, was referred to a clinic for
evaluation. I believe his primary symptom was a cough, although I don't remember for sure. He was
found to have lung cancer with mets to the lymph nodes. He had not been seen by a health care
provider for a number of years, and is most likely uninsured. Just a reminder to all of us, the
importance of triaging people at the door and educating the public that although QuickMedx has its
place in health care and provides a great service to the community, we are not meant to be a
substitute for regular health care visits with a primary care provider.
Rhonda Wolfe at Maplewood

Source:

Company document.
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Age :

603-049

Triage Protocol

<18 months—Refer out

Sex :

>18 months—See

Male—If UTI—refer out, otherwise in
Female—In

Request to be seen:
Vaccine—Any contraindications—then vaccine not given

Check for strep:
!
!

If seen with positive strep at least 3 times in last 6 months—do the test but recommend seeing
own physician.
If unable to swallow secretions or keep fluids down—refer out.

Check for otitis:
!
!
!

If fever >101.5 (per parent)—refer out.
If child described as “listless” or unable to drink or eat—refer out.
If >3 visits last 6 months for otitis—refer out after seeing patient.

Check for mono:
!

If ill for >4 weeks, test but recommend follow-up.

Check for pregnancy:
!

If <18 years old—Do NOT do test.

Check for UTI:
!
!
!

If male—refer out.
If fever >101.5, severe flank pain, vomiting—refer out.
>12 years old

Check for influenza:
!

If abdominal pain—refer out.

Check for Influenza Prophylaxis:
!
!
!
!

If <13 yrs of age—refer out.
If known hypersensitivity to tamiflu—refer out.
If pregnant or nursing—refer out.
If symptoms of influenza follow influenza protocol.
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Check for Conjunctivitis:
!
!

If history of chronic eye problems—refer out.
If use of other non-antibiotic eye drops—refer out.

Check for Sinusitis:
!

If stiff neck—refer out.

Treatment of Warts:
!
!
!
!
!

Genital warts—refer out.
No more than 3 warts to be treated.
Must be over the age of 5 years.
No contraindications to cryotherapy.
Warts must be on hand, foot, knee or elbow.

Allergic Rhinitis:
!
!
!
!
!
Source:

Asthma that is exacerbated due to allergies—refer out.
Polyps present—may see, treat, but then refer out.
Currently taking Erythromycin, Clarithromycin or Ketaconozole—refer out.
No allergies to antihistamines.
>6 years of age
Company document.
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Source:
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StarTribune Article

Maura Lerner, “Sick, hungry and in a hurry? Cub has milk, medical advice,” Star Tribune, March 7, 2001.
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Exhibit 9

Source:

USA Today Article

Julie Appleby, “Grocery List: Milk, Bread, QuickMedx,” USA Today, January 23, 2001. Copyright 2001, USA
TODAY. Reprinted with permission.
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QuickMedx Visit Data

How long did your visit take?

If you had to wait, how long?

30+ Minutes
0%

30+ Minutes
2%

20 Minutes
4%

20 Minutes
7%

5 Minutes
14%

15 Minutes
10%

15 Minutes
24%

5 Minutes
49%
10 Minutes
32%

10 Minutes
58%

Do you consider the services at
QuickMedx to be a good value?

Did this visit meet your
healthcare needs?

No
0%

No
1%

Yes
99%

Yes
100%

Patient Volume Per Month
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Source:

Company document.
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Exhibit 11 QuickMedx Inc. Pro Forma Income Statement for the Year Ended December 31
(E = estimated)

Salesa
Cost of Sales
Tests
Personnel
Other Site Expensesb
Total Cost of sales
Gross Profit
Operating Expenses
Metro Expenses
Personnel
Other Operating Expenses
Corporate Expenses
Personnel
Other Operating Expenses
Total Operating Expenses
Operating Income
Other Income (Expenses)
Other Income
Interest Expense
Gain (Loss) Sale of Assets
Net Other Income (Expenses)
Net Income Before Income Taxes
Income Taxes
Net Income

2001

2002

2003(E)

2004(E)

2005(E)

2006(E)

$ 611,409

$ 2,565,119

$5,236,377

$8,111,040

$9,980,190

$11,624,600

144,579
1,771,197
619,093
2,534,869
30,250

302,587
2,550,599
830,727
3,683,913
1,552,464

473,578
2,675,579
962,946
4,112,103
3,998,937

513,780
2,806,808
1,040,949
4,361,537
5,618,653

538,588
2,944,599
1,112,090
4,595,277
7,029,323

196,650
422,050

210,450
264,800

220,973
278,040

232,021
291,942

243,622
375,997

330,592
347,348
1,296,639
(1,266,389)

498,300
288,554
1,262,104
290,360

523,215
312,994
1,335,222
2,663,715

549,376
321,299
1,394,638
4,224,015

576,845
324,632
1,521,096
5,508,227

(18,947)

0

0

0

0

(18,947)
(1,285,336)
0
(1,285,336)

0
290,360
0
290,360

0
2,663,715
0
2,663,715

0
4,224,015
1,477,747
2,746,268

0
5,508,227
2,313,456
3,194,772

31,888
1,073,974
248,494
1,354,356
(742,947)

184,099
643,580
0
0
827,679
(1,570,626)
75,000
(11,554)
(8,350)
55,096
(1,515,530)
(1,515,530)

aPrice of visit increases by $5 each year beginning in 2004.
bAssumes 17 sites from 2003 on.
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QuickMedx Inc. Pro Forma Balance Sheet as of December 31 (E = estimated)

Assets
Current Assets
Cash
Accounts Receivable
Inventory—Test Kits
Prepaid Expenses
Total Current Assets
Fixed Assets
Fixed Assets
Less: Accumulated Dep.
Net Fixed Assets
Other Assets
Rec. From Qmedx Diagnostic
Organizational Expenses
Financing Origination Fees
Total Other Assets
Total Assets
Liabilities and Equity
Current Liabilities
Accounts Payable
Accrued Income Taxes
Short-Term Debt
Deferred Revenue
Total Current Liabilities
Long-Term Liabilities
Deferred Revenue
Stockholders’ Equity
Capital Stock
Paid-In Capital
Retained Earnings
Current Year Income
Total Stockholders' Equity
Total Liabilities and Equity

Source:

2001

2002

2003(E)

2004(E)

2005(E)

2006(E)

273,346
750,000
8,330
0
1,031,676

1,128,874
0
16,430
0
1,145,304

1,107,492
0
16,430
0
1,123,922

4,119,366
0
16,430
0
4,135,796

8,694,129
0
16,430
0
8,710,559

11,599,511
0
16,430
0
11,615,941

443,401
(87,619)
355,782

822,601
(185,349)
637,252

822,601
(324,869)
497,732

822,601
(464,389)
358,212

822,601
(603,909)
218,692

822,601
(743,429)
79,172

0
(0)
95,563
95,563
9,024,814

0
(0)
0
0
11,695,113

18,724
42,361
119,470
180,555
1,568,013

0
30,663
382,252
412,915
2,195,471

0
18,965
286,689
305,654
1,927,308

0
7,266
191,126
198,392
4,692,400

274,606
0
521,000
642,857
1,438,463

351,259
0
0
642,857
994,116

435,592
0
0
0
435,592

536,970
0
0
0
536,970

645,369
1,477,747
0
0
2,123,116

762,934
835,709
0
0
1,598,643

642,859

0

0

0

0

0

92,847
1,768,153
(858,779)
(1,515,530)
(513,309)
1,568,013

122,847
4,738,153
(2,374,309)
(1,285,336)
1,201,355
2,195,471

122,847
4,738,153
(3,659,645)
290,360
1,491,715
1,927,308

122,847
4,738,153
(3,369,285)
2,663,715
4,155,430
4,692,400

122,847
4,738,153
(705,570)
2,746,268
6,901,699
9,024,814

122,847
4,738,153
2,040,698
3,194,772
10,096,470
11,695,113

Company document.
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Exhibit 12

QuickMedx Locations

Open Monday through Friday 9:00 a.m.–9:00 p.m., Saturday/Sunday 9:00 a.m.–6:00 p.m.

APPLE VALLEY

MAPLEWOOD

15350 Cedar Avenue
Apple Valley, MN 55124
Open Date: Nov. 1, 2001

2390 White Bear Avenue North
Maplewood, MN 55109
Open Date: Jan. 12,2001

BLAINE SOUTH

MAPLE GROVE

585 Northtown Drive
Blaine, MN 55434
Open Date: Dec. 29, 2000

8150 Wedgwood Lane
Maple Grove MN 55369
Open Date: June 4, 2000

BURNSVILLE SOUTH

PLYMOUTH

1750 West County Road 42
Burnsville, MN 55337
Open Date: May 19, 2000

4445 Nathan Lane North
Plymouth, MN 55442
Open Date: January 7, 2002

COON RAPIDS

ST. LOUIS PARK

12900 Riverdale Drive
Coon Rapids, MN 55448
Open Date: January 21, 2002

3620 Texas Avenue South
St. Louis Park, MN 55426
Open Date: September 4, 2001

ELK RIVER

STILLWATER

19216 Freeport Ave. NW
Elk River, MN 55330
Scheduled Open Date: April 11, 2002

1801 Market Drive
Stillwater, MN 55082
Open Date: April 23, 2001

CRYSTAL

ST. ANTHONY

5301 36th Ave. North
Crystal, MN 55422
Open Date: February 19, 2001
Closed: October 31, 2001

3930 Silver Lake Road
St. Anthony, MN 55421
Open Date: April 16, 2001
Closed: February 15, 2002

ST. LOUIS PARK—
MIRACLE MILE

ST. PAUL—MIDWAY

5405 Excelsior Blvd.
St. Louis Park, MN 55416
Open Date: February 7, 2000
Closed: June 30, 2001

1440 University Ave. West
St. Paul, MN 55104
Open Date: September 1, 2000
Closed: January 31, 2001

Source: Company document.
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Appendix A
Disruptive Innovations
The phenomenon of disruptive innovation, in which dominant players that focus on the needs of
their high-end customers are overtaken by new entrants that focus initially on the needs of the
neglected low-end customers, was first described by Clayton Christensen in his book The Innovator’s
Dilemma (see Figure A-1, below). Though primarily focused on the manufacturing sector, Christensen
believed the phenomenon to be present in many industries and markets.18 One group of authors
further explained how the phenomenon occurred:
Dominant players in most markets focus on sustaining innovations—on improving their
products and services to meet the needs of profitable high-end customers. Soon, those
improvements overshoot the needs of the vast majority of customers. That makes a market ripe
for upstart companies seeking to introduce disruptive innovations—cheaper, simpler, more
convenient products or services aimed at the lower end of the market. Over time, those
products improve to meet the needs of most of the market, a phenomenon that has caused
many of history’s best companies to plunge into crisis.19
Figure A-1

The Disruptive Innovation Model
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Source:

C.M. Christensen, R. Bohmer, and J. Kenagy, “Will Disruptive Innovations Cure Health Care?” Harvard Business
Review (September–October 2000): 105.

18 C.M. Christensen, The Innovator’s Dilemma (Boston, Mass.: Harvard Business School Publishing, 1997).
19 Excerpted from C.M. Christensen, R. Bohmer, and J. Kenagy, “Will Disruptive Innovations Cure Health Care?” Harvard

Business Review (September–October 2000): 105.
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Appendix B
Decision Making in Health Care
Medical problems could be condensed into three broad categories of diagnosis and treatment,
ranging from the very simple to the very complex. In the simplest tiers, diagnosis and treatment can
be rule based: accurate data yield an unambiguous diagnosis, indicating a proven therapeutic
strategy. Many infectious diseases fall into this category. In the middle tiers, diagnosis and treatment
occur through pattern recognition—no single piece of data yields an answer, but multiple data points
lead to a definitive diagnosis. The onset of Type I diabetes, for example, is diagnosed when a pattern
is observed—blurry vision, incessant thirst, weight loss, and frequent urination. Once a diagnosis is
confirmed, relatively standardized treatment protocols often exist. In the most complex disorders,
diagnosis and treatment occur in a problem-solving mode. These problems require the collective
experience and judgment of a team of clinical investigators and often involve cycles of testing,
hypotheses, and experimentation. . . .
Scientific progress moves disorders that used to be dealt with in a problem-solving mode toward
a pattern-recognition mode and those that had to be addressed through pattern recognition toward a
rule-based regime.

Source:

C.M. Christensen, R. Bohmer, and J. Kenagy, “Will Disruptive Innovations Cure Health Care?” Harvard Business
Review (September–October 2000): 103–111.
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