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To Whom it May Concern: 

Pepex Biomedical (Saint Louis, Missouri) has designed an integrated blood glucose meter that 

incorporates a lancet and sensor technology into a single meter.  The glucose meter uses a monofilament 

sensor capable of detecting blood glucose levels with a very low volume blood sample.  Pepex 

Biomedical engaged Frost & Sullivan to evaluate this new technology and determine its market 

opportunity.  Frost & Sullivan is a global strategic marketing company that specializes in health care 

technologies.  Frost & Sullivan interviewed 200 diagnosed diabetics, 6 diabetes educators, 5 

endocrinologists, and 14 manufacturers of biosensors, blood glucose meters, or other clinical diagnostic 

or patient monitoring equipment. 

Frost & Sullivan believes there is a market opportunity for Pepex Biomedical’s integrated blood glucose 

meter (BGM), first as a niche technology and potentially later as a new standard for measuring blood 

glucose levels.  Diabetics surveyed had a favorable opinion toward the integrated BGM with 

approximately 30 to 50 percent indicating they would be highly likely to adopt it over their current meter 

if insurance coverage was not an issue. 

Improving meter accuracy, ease of use, data integration, lowering costs, and improving compliance will 

be the main points of innovation in the BGM market in the future. Pepex’s integrated BGM has 

advantages over current BGM technology on most of these points.  The majority of diabetics are 

currently very satisfied with their BGM systems and there are no significant unmet needs in the market, 

but the population is generally very open to new technologies and welcomes incremental improvements.  

Pepex’s integrated BGM would represent more than just an incremental improvement because it 

eliminates strip technology, so it would likely receive a great deal of attention.  The majority of diabetics, 

about 65 percent of Type IIs and 55 percent of Type I diabetics, are highly likely to trial Pepex’s 

integrated BGM if available to them.  While integration continues to be a valued feature of BGM meters, 

most diabetics are unwilling to sacrifice meter size and weight for integration.  Past integrated meter 

designs have generally failed because they were too large.  Pepex’s technology allows their integrated 

BGM to remain small, so this presents an advantage for Pepex over other integrated BGMs. 

Pepex’s integrated BGM is likely to meet with initial success as a niche technology, particularly for Type 

II insulin-dependent diabetics, until the value of its technology is appreciated by all types of diabetics.  

Many in the BGM industry believe the next wave of innovation in the space will be related to improving 

accuracy.  Pepex is well-positioned to capitalize on this with an innovative approach that may improve 

accuracy of readings and also provide other benefits to patients in terms of ease-of-use and lower costs.   

A “gap analysis” conducted by Frost & Sullivan (measuring the difference between a meter feature’s 

satisfaction level and perceived level of importance among diabetics) showed that customers are 

generally satisfied with their meters across the board on most meter features. The exceptions were the 

need for improved accuracy and the ability to lower strip costs among Type I diabetics. 
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Recently, the FDA petitioned the International Organization for Standardization to change the allowable 

error rate for BGMs, currently at ±20 percent, to be more accurate.  The wide error rate has been a 

concern for many years as it can leave patients vulnerable to hypo and hyperglycemic episodes.  In a May 

2009 letter to the FDA, the American Association of Clinical Endocrinologists formally asked the agency 

to act on this issue, “Because of the highly variable quality of the meters and the glucose testing strips in 

widespread use, the safety of our patients who depend upon those meters is threatened.”  This potentially 

benefits Pepex and gives its meter system an advantage over current system since the Pepex design 

allows for improved accuracy and repeatability. 

Diabetics also highly value meters that require small blood volumes and work consistently so they do not 

require multiple blood glucose measurements to get a result.  Pepex’s monofilament technology has 

significant advantages over current strip technology in both areas.  Pepex’s integrated BGM lances the 

skin and the monofilament sensor (half the diameter of a human hair) draws out the blood all in one step 

so contamination and error due to insufficient blood volume are minimized and the need for additional 

tests are reduced.  Even though respondents indicated wasted test strips make up less than 5 percent of all 

the strips they use, many still report they have to “prick” their finger multiple times to draw out a 

sufficient blood sample. 

Overall, Frost & Sullivan believes Pepex Biomedical’s integrated BGM has significant potential in the 

BGM market even though the market is highly competitive with many existing meters already in the 

market.  In such a large, multibillion dollar market that continues to grow, even a niche technology holds 

the potential to carve out sizeable revenue streams.  The monofilament sensor technology offers a new 

and innovative approach to measuring blood glucose and allows the design of an integrated BGM that is 

still small, light-weight, and easy-to-use.  Also, the fundamental design of the monofilament sensor 

allows for greater accuracy and repeatability as well as minimizing contamination and error due to 

insufficient blood volumes, thus reducing the number of tests required to get a quality result.  Pepex’s 

integrated BGM initially will most likely be a niche technology for Type II insulin-dependent diabetics, 

but over time as the technology gains acceptance, it potentially could become a new standard in 

measuring blood glucose levels. 

 

Sincerely, 

 

Charlie Whelan 

Director of Consulting, Healthcare & Lifesciences, North America 



Market Opportunity Assessment 
of Trio Blood Glucose Meter 

Technology

July 17, 2009
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External Analysis

Category Target # of 
Interviews

Actual # of Interviews

Demand Side Analysis

Diabetics 200 surveys 200 surveys

Diabetes Educators/ Non-MD Thought 
Leaders

3-5 6

Endocrinologists/ MD Thought Leaders 3-5 5

Supply Side Analysis

Biosensor Developers 2 – 4 2

Blood Glucose Monitoring Companies 3 – 4 6

Other Clinical Diagnostic or Patient 
Monitoring Companies

2 – 4 2

Other Manufacturers 1 – 3 2

Other 1 – 2 2
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Survey Respondent Profile - Gender

Type I

31%

69%

Female

Male

Type II 

Insulin Dependant

Type II 

Non-Insulin Dependant

38%

62%

Female

Male

38%

62%

Female

Male

Note: Frost & Sullivan believes its survey over-sampled females, which is 
common with many telephone surveys



4

Survey Respondent Profile - Age

Type I

0%

3%

13%

17%

31%

33%

3%

0% 18 to 24 years of
age

25 to 34 years of
age

35 to 44 years of
age

45 to 54 years of
age

55 to 64 years of
age

65 to 74 years of
age

75 to 84 years of
age

85 years of age
or older

Type II 

Insulin Dependant

Type II 

Non-Insulin Dependant

12%

16%

14%

17%

17%

14%

8% 2%

18 to 24 years of
age

25 to 34 years of
age

35 to 44 years of
age

45 to 54 years of
age

55 to 64 years of
age

65 to 74 years of
age

75 to 84 years of
age

85 years of age
or older

2%2%
9%

18%

38%

17%

12%

2%

18 to 24 years of
age

25 to 34 years of
age

35 to 44 years of
age

45 to 54 years of
age

55 to 64 years of
age

65 to 74 years of
age

75 to 84 years of
age

85 years of age
or older

Note: Frost & Sullivan believes its survey under-sampled the elderly (75+) 
population
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Survey Respondent Profile - Income

Type I

27%

30%

16%

7%

6%

0%

14%

<$25,000

$25,000 -
$50,000

$50,000 -
$75,000

$75,000 -
$100,000

$100,000+

Do Not Know

RefusedType II 

Insulin Dependant

Type II 

Non-Insulin Dependant

26%

37%

12%

6%

2%

3%

14%

<$25,000

$25,000 -
$50,000

$50,000 -
$75,000

$75,000 -
$100,000

$100,000+

Do Not Know

Refused

22%

43%

11%

6%

2%

2%

14%

<$25,000

$25,000 -
$50,000

$50,000 -
$75,000

$75,000 -
$100,000

$100,000+

Do Not Know

Refused

Note: Frost & Sullivan believes its survey under-sampled the low-income 
population based on its use of telephone surveying



6

Survey Respondent Profile – Years Since Initial Diagnosis

Type I

7%

17%

24%30%

9%

4%

9%

0%

<1 year

1 -3 years

4 - 5 years

6 - 10 years

11 - 15 years

16 - 20 years

20+ years 

Don't KnowType II 

Insulin Dependant

Type II 

Non-Insulin Dependant

3% 5%

8%

25%

9%18%

30%

2%

<1 year

1 -3 years

4 - 5 years

6 - 10 years

11 - 15 years

16 - 20 years

20+ years 

Don't Know

0%
17%

9%

18%

3%11%

40%

2%

<1 year

1 -3 years

4 - 5 years

6 - 10 years

11 - 15 years

16 - 20 years

20+ years 

Don't Know
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• Frost & Sullivan believes there exists a market opportunity for the Trio, first 
as a niche technology and potentially later as a new paradigm for blood 
glucose measurement. Diabetics surveyed had a favorable opinion toward 
the Trio with approximately 35 to 60% indicating they would be highly likely 
to adopt it over their current meter if insurance coverage was not an issue. 

• Improving meter accuracy, ease of use, data integration, lowering costs and 
improving compliance will be the main points of innovation in the BGM 
market in the future. The Trio has advantages over current BGM technology 
on most of these points.

• The majority of diabetics are currently very satisfied with their BGM systems 
and there are no significant unmet needs in the market, but the population 
is generally very open to new technologies and appreciates incremental 
improvements. The Trio would represent more than just an incremental 
improvement because of its elimination of strip technology and so would 
likely be met with a great deal of attention. The majority of diabetics are 
highly likely to trial a Trio meter if available to them.

• While integration continues to be a valued feature of BGM meters, most 
diabetics are unwilling to sacrifice meter size for integration. Past integrated 
meter designs have principally failed because they were too large. The 
opportunity is present for Pepex‟s Trio but only if it keeps designs small.

Market Potential for Pepex Technology
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• Pepex faces intense competition in the BGM market. Selecting the right 
manufacturing and marketing partner(s) will be critical for success, as will 
the company‟s ability to establish insurance coverage for the device, 
establish distribution channels and undertake a significant amount of MD, 
CDE and patient education.

• The Trio is likely to meet with the greatest initial success as a niche 
technology until the value of its technology is appreciated by all types of 
diabetics. Many in the BGM industry believe the next wave of innovation in 
the space will be related to improving accuracy. Pepex is well-positioned to 
capitalize on this with a truly novel approach that also provides other 
benefits to patients in terms of ease-of-use and potentially lower costs.

• If Pepex wishes to take this technology to full commercialization in order to 
get the maximum value for the company in an acquisition, it will need to 
expend significant efforts educating diabetes educators, primary care 
physicians and endocrinologists. 

• Pepex would also need to staff an independent customer support line as 
well. CDEs indicate they will not recommend a meter to a patient that is not 
from a company that provides excellent consumer support.

Market Potential for Pepex Technology
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• Companies, such as Wavesense and other manufacturers of traditional strip-
based meters, are making great strides in improving the accuracy of their 
meters which will make the value proposition of the Trio less compelling, 
especially if it uses a sensor technology which clinicians are less familiar and 
comfortable with. This improvement in accuracy is coming primarily from 
algorithms included in the meter itself.

• WaveSense is very adamant that room still exists in the market for 
innovation. They report they are the only BGM company to have grown in 
recent quarters. WaveSense has been in the market for about 3 years now 
and they have about one million users. Their device is currently twice as 
accurate and will be 4x accurate soon than standard meters. WaveSense 
believes any little edge in the market will make a small difference to many 
people, the bar for innovation is quite low but the rewards could be quite 
high because there are lots of people to serve.

• FDA currently clears products that are +/- 20% for blood glucose meters. 
WaveSense technology uses dynamic electrochemistry - will soon be able to 
do +/- 5%. The magic is in the meter and the meter interrogates the strip 
to check for variations of blood and irregularities in paper - differences in 
hematocrit. Their meter can cheat and work around a lot of the variations.

Market Potential for Pepex Technology
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• More and more blood glucose monitoring companies, such as Lifescan, are 
moving beyond simply technological innovation and providing complete 
“lifestyle programs” to support diabetics in their efforts to be compliant with 
their comprehensive diabetes management regimen. These programs 
provide diabetics with information and support tools to manage their 
conditions. Meters are becoming more effectively able to communicate via 
wireless connections. The move is shifting consumers away from the 
“hardware” of diabetes management to more of a services model, similar to 
the wireless industry. Future of the industry is in patient empowerment and 
driving compliance. LifeScan has partnered with SymCare in this regard.

• The future of diabetes management will see greater integration of monitoring 
with everyday technologies and consumer electronics, such as smart phones. 
WaveSense is already working to reduce the size of their sensors into the 
size of a microchip that can be integrated into other devices. Pepex might 
want to consider this area as an opportunity as well given its unique sensor 
technology.

Market Potential for Pepex Technology
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• Integrated meters that have strips included are widely available and used by 
a subset of the diabetic population that is larger than anticipated. Many 
lancing devices also have lancet cartridges that can be loaded as well. The 
idea of integration is well received in the market, but not at significant 
sacrifice to size, weight or performance. 

• Clinicians pointed to the failed attempt of Lifescan with its InDuo system 
which was withdrawn from the market largely because it was perceived as 
being too big. 

Market Potential for Pepex Technology



13

• MOST diabetics already consider their existing meters to be both easy to 
use and accurate, which will pose a challenge to Pepex as it attempts to 
provide a meter that improves upon both of those variables. Gap analysis 
(measuring the difference between a meter feature‟s satisfaction level and 
level of importance) showed that customers are generally very satisfied with 
their meters across the board. Opportunities for improvement are with 
accuracy with all diabetics and strip costs with Type I diabetics.

• Frost & Sullivan recognizes the difference between a meter‟s accuracy and 
its repeatability and reliability. The difference is likely lost on most diabetics, 
but Frost & Sullivan believes that with the proper messaging it would be 
able to communicate the value that its technology is able to bring in terms 
of both accuracy and repeatability. BGM manufacturers Pepex would want to 
partner with would certainly appreciate the difference.

• Frost & Sullivan does not foresee continuous blood glucose monitoring 
(CBGM) posing a significant threat to Pepex or other blood glucose meter 
companies in the next 10 years. The technology is still not accurate enough 
to displace serum testing and will likely remain a niche technology for Type 
Is. 

Market Potential for Pepex Technology
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Glucose Testing Strips Account for the Majority 
of BGM Revenues
Glucose Meters are Heavily Discounted

• Glucose testing strips account for up to 95% of BGM revenues due to 
discount, rebate, trade-in, and free meter offers

• Manufacturers provide patients with free meters through:

• Endocrinologists

• Managed care organizations

• Primary care physicians

• Certified diabetes educators

• Meter purchases are substantially discounted through:

• Promotional offers

• “Free meter with purchase of 100 testing strips” is common

• Rebate offers

• Trade-in offers

• “Free-meter” market relies heavily on testing strip margins generated by 
installed meter base
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• The BGM market is intensively competitive, and while the existing 
companies have significant infrastructure invested in strip manufacturing 
and sales, Frost & Sullivan believes that competitors are constantly looking 
for edges up against competition to grow their share.

• Three major segments of the BGM market

• The giants – Roche, Lifescan, Abbott and Bayer

• Second tier companies - Arkray (disappearing), Wavesense (high 
quality and higher price, but less than majors) and HDI (value player, 
really cheap and products are very basic)

• Third tier companies – generic manufacturers, low cost, lots of 
companies based in Asia doing knockoffs

• WaveSense believes that the history of the BGM market shows that when a 
competitor reaches 5 to 6% market share it typically gets acquired for 5.5X 
to 8X revenues upon exit. All of the companies that met this criteria in the 
past were generating below $200 million upon acquisition. The company 
also noted that some pre-commercialized IP has been purchased in the past 
for up to $100 million.

Market Dynamics
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• Many competitors and clinicians have noted that the blood glucose meter 
market is trending toward simpler and less expensive products, but that 
segments still remain for innovation. The Freestyle and OneTouch Ultra 
meters are the market leaders because they are simple, fast and 
reimbursed. The vast majority of the market is made up of patients paying 
for their meters and supplies under some kind of health insurance plan. 
Most of these patients are unwilling to pay any more out-of-pocket for these 
products than they are already.

• The diabetes market has always been very price sensitive, and this is 
expected to increase in the future. Some competitors believe the market is 
in decline as payors pay less and less for meters and consumables driving 
out innovative and premium products. The recession has also pushed more 
people to lower-end and generic meters. Most of the major blood glucose 
meter companies have had down quarters in the last year.

Market Dynamics
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• The BGM and insulin delivery market has numerous examples of more 
sophisticated products and other innovations that have failed to achieve 
adoption - with Exubera inhaled insulin as a prime example. Insulin pumps 
have still not achieved widespread adoption by Type I diabetics. Alternate 
site testing has failed to adequately catch on, as has CBGM. The market for 
non-invasive BGM is littered with failed technologies.

• Lack of reimbursement and comfort with existing habits and products 
continue to be the greatest barriers to new technology adoption in the 
market. Also, the ability of diabetics to easily get their supplies is another 
critical issue which often poses challenges to new companies that lack broad 
distribution channels.

Market Potential



18

Contents

1. Market Overview

2. Diabetes Management Practices

3. Purchasing Process for Blood Glucose Meters and Supplies

4. Analysis of Patient Unmet Needs

5. Evaluation of Pepex Technology

6. Market Forecasts (Units, Revenues, Pricing)

7. Competitive Landscape 

8. Customer Segmentation and Profiling

9. Product Design and Applications



19

Type II Diabetes is the Most Common Form of 
Diabetes

• Type I Diabetes (8%)

• Most severe form of diabetes--pancreatic beta cells fail to make insulin

• Typically diagnosed in childhood or early adulthood

• ~100% of Type I patients are diagnosed, require insulin therapy, and 
test blood glucose levels several times per day

• Type II Diabetes (92%)

• Diverse population ranging from undiagnosed patients to patients with 
some insulin dependence

• Typically diagnosed after age 40

• Many type II patients can manage diabetes through diet and exercise; 
some patients require insulin therapy

• Type II patients test blood glucose levels less frequently (often less than 
once per day)

• Gestational Diabetes (occurring in pregnant women) accounts for less than 
0.5% of all diabetes cases
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Blood Glucose Monitoring is a Key Component of 
Diabetes Disease Management

• Blood glucose self-monitoring has become a key component of diabetes 
management following the landmark 1993 Diabetes Control and 
Complication Trial (DCCT) and 1998 UK Prospective Diabetes 
Study(UKPDS)

• DCCT demonstrated that controlling blood glucose levels reduces 
diabetes-related eye, kidney, and nerve disease by over 50%

• Blood glucose testing is recommended for all diabetes patients

• As of December 2003, 46 states have mandates requiring health insurance 
coverage to include treatment for diabetes, including coverage of glucose 
testing supplies and diabetes education

• States without coverage mandates include AL, ID, ND, and OH
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Blood Glucose Monitoring Utilizes a Glucose 
Meter and Testing Strips

• A sample of blood is drawn from the finger (most commonly) 
or alternate site (including arm, hand, or leg) and applied to 
a testing strip

• The strip is inserted into the glucose meter (some meters 
have pre-loaded strips), which measures the amount of 
glucose in the blood sample

• Most meters function via a biosensor which measures the 
electrical current generated by glucose oxidase contained 
on the testing strip

• Normal fasting blood glucose levels for healthy adults is 70-
105 mg/dL

• Glucose levels requiring attention/treatment are:

• <80 mg/dL (hypoglycemic)

• >250 mg/dL (hyperglycemic)
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Number of Blood Glucose Tests Performed Weekly

Type I

Type II Insulin Dependant

Type II Non-Insulin Dependant

29

20

11

Type II insulin dependant 
diabetics hold the greatest 
potential for Pepex because 
of their high testing volume 
and fact there are nearly 4x 
as many of them as Type Is

As reported in survey results. See notes to follow.
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Type 
of

Patient

Values to 
be Used in 

Pepex 
Forecasts

2004 
Consulting 

Project

Current 
Survey (All 
responses)

Current 
Survey (3 
outliers 

removed) UpToDate NHS

“Gut estimates” 
from Former 

Bayer Meter Sales 
Executive Mooreland, et. al.

Type I 29 17.5 31 29 28+ 28+ 28 7 - 14

Type II

(Insulin
-

Depen
dant)

14 10.5 22 20 ? 7-28 14 1 - 2

Type II

(Non-
Insulin-

Depen
dant)

7 4.9 12 11 7

Number of Blood Glucose Tests Performed Weekly

• When considering the number of blood glucose tests that diabetics perform weekly, the 
current survey‟s results are almost twice as high as that reported in 2003 by Frost & 
Sullivan (as displayed below.)

Mooreland, et. al. http://archinte.ama-assn.org/cgi/reprint/166/6/689.pdf

UpToDate http://www.uptodate.com/patients/content/topic.do?topicKey=~zViz7SMSJp5xF

NHS (UK) Guidelines 
http://www.erypct.nhs.uk/upload/HERHIS/East%20Riding%20PCTs/Document%20Store/Policies/Diabetes%20Self%20Blood%20
Glucose%20Monitoring%20Guidelines.pdf

http://archinte.ama-assn.org/cgi/reprint/166/6/689.pdf
http://archinte.ama-assn.org/cgi/reprint/166/6/689.pdf
http://archinte.ama-assn.org/cgi/reprint/166/6/689.pdf
http://www.uptodate.com/patients/content/topic.do?topicKey=~zViz7SMSJp5xF
http://www.erypct.nhs.uk/upload/HERHIS/East Riding PCTs/Document Store/Policies/Diabetes Self Blood Glucose Monitoring Guidelines.pdf
http://www.erypct.nhs.uk/upload/HERHIS/East Riding PCTs/Document Store/Policies/Diabetes Self Blood Glucose Monitoring Guidelines.pdf
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Number of Blood Glucose Tests Performed 
Weekly

• Frost & Sullivan believes that the average weekly blood glucose values derived from the 
current survey, with 3 outliers removed, are accurate for Type I diabetics based on a 
preliminary literature review and crosschecking. 

• Frost & Sullivan believes these values for Type IIs skewed high even when accounting for 
outliers. This is likely a result of sampling error which overrepresented heavy testers as 
well as error introduced by respondents who often overestimate the number of tests they 
perform. The nature of the survey also likely was biased toward more compliant patients 
with testing regimens.

• The high reported test rates among insulin-dependant diabetics may also be due to growth 
in the number of diabetics using insulin pumps in the last five years which requires 
patients to test on average 10 times per day

• Frost & Sullivan also believes prior values used in its 2004/2005 engagements were 
outdated

• The following estimates for the number of blood glucose tests will be used in Frost & 
Sullivan‟s forecasts, and are considered CONSERVATIVE:

Type of Patient Average Weekly Number of Blood Glucose Tests Performed

Type I 29

Type II Insulin Dependant 14

Type II Non-Insulin Dependant 7
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Number of Blood Glucose Tests Performed 
Weekly

• Based on these values, Frost & Sullivan estimates approximately 10.2 billion blood 
glucose strips will be consumed in 2010. When this value is multiplied by Frost & 
Sullivan‟s calculated average cost per strip of 72 cents, the market is estimated at $7.34 
billion which is just slightly more than that estimated in the Diabetes Overview
presentation provided to Pepex in May. Actual revenues accrued by competitors in the 
market are likely to be lower than $7.34 billion because of strips provided for free and a 
variety of rebate, rewards and discount offers which lower net revenues.
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Year Number of Strips Consumed (Millions)

2010 10,201.2

2011 10,559.2

2012 10,747.8

2013 11,015.8

2014 11,214.2

CAGR 2.4%

Number of Blood Glucose Test Strips Consumed



27

Breakout of All Blood Glucose Strips Consumed

26%

45%

29% Type I

Type II
Insulin-
Dependant

Type II
Non-
Insulin
Dependant

2.63 billion

4.65 billion

2.92 billion

• The chart below shows the forecasted consumption of blood glucose test strips in 
2010 by different types of diabetics

Total: 10.20 billion test strips consumed
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Number of glucose meters currently owned

• Respondents were asked, “How many glucose meters they currently own?”

Number of Glucose Meters Currently Owned by Diabetes Type
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Type Is own the most glucose meters. 
Pepex holds the greatest potential as 
a back-up meter for Type IIs though.
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Number of New Glucose Meters Adopted 
Annually

• Frost & Sullivan estimates between 10 and 12 million new blood glucose meters 
will be adopted by diabetics in 2010. NOTE: This number does not include 
meters sold or provided to the market which are never adopted “long-term.” 

Type of Diabetic # Diabetics 
Testing Blood 
Glucose (Mil)

Average Number 
of Meters per 
Diabetic 
(Weighted 
Average)

Average Lifespan 
of Meters (Years) 
(Weighted 
Average)

# of Meters 
Currently in 
Market (Installed 
Base) (Millions)

Units Adopted 
per Year 
(Millions)

Type I 1.7 1.9 2.3 3.4 1.5

Type II 
Insulin 
Dependant

6.4 1.7 2.9 10.7 3.7

Type II 
Non-Insulin 
Dependant

8.6 1.7 2.6 14.8 5.6

Total 16.7 - - 28.9 10.8
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Primary mode of insulin delivery

• Type I and Type II insulin-dependent diabetics were asked how they primarily 
deliver their insulin?

74%

3%

18%

2%

0%

3%
Injections
with
syringes

Insulin
pump

Insulin pen

Pills

Do not use

Other

Type I
Type II 

Insulin Dependant

30%

28%

14%

11%

17%

Injections
with
syringes

Insulin
pump

Insulin pen

Pills

Do Not Use
Insulin

Should Pepex decided to move forward with the Trio Ultra design, 
Type IIs would definitely be the preferable market over Type Is 
since the Trio would more easily displace syringes.
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Preloaded testing strips

• Respondents were asked if their current glucose meter uses preloaded 
testing strips in a disc, drum, or other cartridge.

Does current blood glucose meter use pre-loaded testing strips in a 

disc, drum, or other cartridge?
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Type II insulin 
dependant diabetics are 
twice as likely to use 
meters with pre-loaded 
testing strips compared 
to other diabetics. These 
diabetics represent the 
strongest segment for 
Pepex to target because 
the value of integration 
already resonates most 
strongly with them.
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Preloaded lancets

• Respondents were asked if their current glucose meter uses preloaded 
lancets.

Does current blood glucose meter use pre-loaded lancets?
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Use of integrated 
lancing devices was 
less common than 
integrated meters 
among respondents.
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Patients Primarily Follow Insurance Guidelines 
for Preferred Brands 
But do Consult with Healthcare Providers

• Insurance dictates most glucose meter selections, but patients also consult 
with healthcare providers and pharmacists

• Patients visit physicians every 3 months and interact with pharmacists 
more frequently

• Patients and healthcare providers cite meter accuracy as the most important 
criteria in meter selection

• Ease of use, volume of blood required, and memory capabilities are also important

• Dexterity and vision are considerations for older patients

• Small meter size and fast test time are considerations for younger patients

• Alternate site testing is important to some patients

• Data management and “bells and whistles” appeal to some patients

• Due to insurance co-pays that do not change with brand, cost of glucose 
meters and testing strips is of concern primarily to uninsured or 
UNDERinsured patients
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Insurance Dictates Choice of Brand for Majority 
of Patients Under 65 Years of Age

• Private insurance plans designate 2-3 “preferred” brands of glucose meters 
and testing strips

• Insurance plans select preferred brands that:

• Offer multiple meters to meet all patients‟ needs

• Are well accepted and encourage frequent use for proper glycemic 
control

• Have high patient utilization to ensure volume discounts

• Accu-Chek and/or OneTouch are on over 90% of preferred brand lists

• Physicians can prescribe non-preferred brands if “medically necessary”
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Private Insurance Covers Glucose Testing Strips 
as a Pharmacy Benefit

• Glucose testing strips are covered as a pharmacy benefit

• Preferred brand testing strips carry a lower (Tier 2) co-pay

• Non-preferred brands, if covered, require a higher (Tier 3) co-pay

• “Generic” testing strips (Tier 1 co-pay) are not available

• Medical devices do not receive “generic” designation

• Introduction of inexpensive glucose testing strips that work in branded 
meters led to lawsuits by branded manufacturers

• Glucose meters are covered as a medical benefit

• Preferred brand meters are often provided for free

• Non-preferred brands may not be covered or may require a co-pay



37

Medicare Patients can Select any Brand of 
Glucose Meter and Testing Strips
Medicare Covers all Brands up to the Medicare Allowable Amount

• Medicare covers all brands of glucose meters and glucose testing strips 
equally (no preferred brands)

• Medicare covers both glucose meters and glucose testing strips as durable 
medical equipment (DME)

• Patients pay 20% of the cost of BGM supplies up to the Medicare allowable 
amount; patients pay all costs above Medicare allowable amount

• Approximately 70% of Medicare beneficiaries have second sources of 
insurance (Medigap, Medicare + Choice), etc.) that help cover the 20% 
coinsurance payment
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Medicare Establishes Guidelines for BGM Supply 
Cost and Utilization

• Medicare allowable amounts vary by state

• Medicare allowable amounts for 50 glucose testing strips:~$32-$39, 
average $37

• Medicare allowable amounts for glucose meters:~$65-$76, average $67

• Medicare establishes utilization guidelines

• Physicians can authorize coverage for additional glucose testing strips if 
medically necessary

Product Medicare Allowable Guidelines

Glucose Meters One meter every 5 years

Glucose Testing 
Strips

• 100 testing strips per month (patients on insulin)
• 100 testing strips per 3 months (patients not on insulin)
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Healthcare Professionals Influence Patients’ 
Choice of BGM Device
But Only to the Extent Insurance Coverage Allows Brand Choice

Healthcare Professional

Degree of Influence

on Brand Choice

Endocrinologist High

Certified Diabetes Educator (CDE) High

Primary Care Physician Low

Pharmacist Moderate, with High Potential
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Endocrinologists Are Highly Influential in Choice 
of Brand of BGM Device 
Provide Free Meters to Patients During Office Visits

• Endocrinologists oversee only 10%-15% of diabetic patients

• Type I patients, insulin-requiring patients, patients whose diabetes is 
not well controlled

• Endocrinologists receive much marketing attention with in-service visits and 
supply of free meters from all national brand manufacturers

• Endocrinologists are able to provide free meters to all patients

• May consider patients‟ insurance

• Rarely consider cost of meters and strips--most patients have insurance

• Endocrinologists are highly knowledgeable about national brands

• Approximately two-thirds of endocrinologists are aware that private label 
meters exist, but few are familiar with their features or accuracy

• Private label suppliers do not market to endocrinologists
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Certified Diabetes Educators (CDE) Are Highly 
Influential in Choice of Brand of BGM Device 
CDEs Offer Close Personal Guidance

• All patients meet with CDEs for diabetes education upon initial diagnosis and 
for periodic retraining/consultation

• Insurance plans cover diabetes education

• Community clinics offer education to uninsured patients

• CDEs are the primary caregivers responsible for BGM education, including 
discussion of glucose meter features and brands

• CDEs receive marketing attention with in-service visits and supply of free 
meters

• CDEs at endocrinology practices receive free meters to give to patients

• CDEs at other clinics receive free meters primarily as an educational tool

• CDEs reserve free meters for uninsured patients if supply is limited 

• CDEs are highly knowledgeable about national brands and are familiar with 
private label products
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Primary Care Physicians (PCP) Have Limited 
Influence on Choice of Brand of BGM Device 
Rely on CDEs and Pharmacists to Counsel Patients

• PCPs oversee diabetes care of Type II patients primarily

• Typically refer Type I patients and patients whose diabetes is poorly 
controlled to endocrinologists

• PCPs receive limited marketing attention--few in-service visits and rare 
supply of free meters

• Approximately half of PCPs receive free glucose meters

• Supply of free meters is sporadic and limited to one or two brands

• PCPs have moderate knowledge of national brands

• Approximately half of PCPs are aware that private label meters exist, but 
none are familiar with their features or accuracy

• PCPs often write blank Rx for glucose meter and testing strips, allowing 
patient to consult with CDE, pharmacist, or insurance plan
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Healthcare Providers are Most Influential in 
Brand Selection Following Initial Diagnosis

Acquiring Glucose Meter

Following Diagnosis

• Patients visit PCP for diagnosis and 
referral to endocrinologist and/or 
CDE

• Patients seen by endocrinologists 
(10-15% of patients) receive free 
glucose meter from endocrinologist 

• Patients referred by PCP to CDE 
(85-90% of patients) might obtain 
glucose meter from pharmacy prior 
to CDE visit

• Patients arriving at CDE without 
glucose meter, or patients with 
meter not covered by insurance, are 
advised by CDE and proceed to 
pharmacy

• CDEs may also sometimes provide 
free glucose meters

Primary Care

Physician
Endocrinologist

Certified Diabetes

Educator

10-15%

Pharmacist

85-90%

* Red boxes indicate primary points of

glucose meter acquisition following diagnosis

Patients

100%
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Direct-to-Consumer Advertising and Peers 
Become More Influential with Time

Pharmacist

Diagnosis
Weeks after 

diagnosis
Months after 

diagnosis

Years after 

diagnosis

Insurance

Physicians, CDEs

Media, Peers
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Most Patients are Open to Switching Brands of 
Glucose Meter

• Patients replace their glucose meters every two years on average. Patients 
who test more frequently are more likely to burn through meters faster and 
to also own more meters, which are often of the same brand so that strips 
can be used interchangeably and interpretation of scores is consistent

• Most patients remain with the same brand of meter, though they often 
select a newer model and are open to trying new brands

• Switching meters is generally initiated by the patient; healthcare providers 
are open-minded and allow patients to switch meters

• Trigger points for switching meters (same or different brand) are:

• Change in insurance coverage

• Meter improvements: accuracy, sample size, ease of use, features

• Personal needs (loss of vision, dexterity)

• Interest in staying current or testing something new

• Patients are alerted to new product offerings by media, healthcare 
professionals, other patients, or observation at point of purchase
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Medicare Coverage of BGM Equipment & Supplies

• Medicare Part B covers blood glucose meters, strips, lancing devices, lancets 
and control solution. Patients are required to pay 20% of the Medicare-
approved amount after the yearly Part B deductible. Coverage is the same 
for insulin-dependant and non-insulin dependant patients, but insulin-
dependant patients are allowed more strips and lancets per month.

• Many, if not most, meters in use today were supplied to patients at no cost 
to them, but if Medicare patients are to purchase meters they would be 
required to pay 20% of the cost. Patients with secondary insurance typically 
have that 20% covered by that other insuror.

• Some competitors in the BGM market note that Medicare is great for second 
and third tier companies since the payor does not favor major BGM brands 
over others and pays a flat percentage for all meters

• A disproportionately high percentage of the Medicare market purchases 
products through third-party billing organizations, such as Liberty Medical, 
Diabetic Supplies, Access Diabetic Supply and other companies, compared to 
the market for non-Medicare patients. Some estimates are that as much as 
60% of diabetes supplies for Medicare patients is through “mail order” 
companies, although the term is a misnomer since most of the transactions 
are done over the phone or via the Internet and products delivered to the 
home. “Home delivery” is actually a more accurate term.
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Medicare Coverage of BGM Equipment & Supplies

• Medicare generally allows insulin-dependant beneficiaries to get up to 100 
strips and lancets every month with a new lancing device every 6 months. 
Non-insulin dependant beneficiaries can get 100 strips and lancets every 3 
months, and once lancing device every 6 months. While the volume of 
lancets covered is generally considered adequate, many diabetics complain 
the number of strips covered is insufficient either forcing them to test less or 
pay 100% out of pocket for extra strips they need.

• Patients can have their physician or CDE submit an authorization letter to 
Medicare describing their clinical need if they need more strips, lancets or 
special meters (i.e. ones that are more easily read for poor vision). Medicare 
sometimes will agree to these exceptions, but is not obliged to.

• Medicare maintains a formulary of approved meters, but this is largely a 
formality since nearly every meter is covered. However, since different strips 
are required for different meters, and some strips are more expensive than 
others, Medicare patients tend to favor those meters whose strips are below 
or closest to the cap that Medicare places on strip reimbursement.
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Medicare Coverage of BGM Equipment & Supplies

• This cap, at about 60 to 70 cents per strip, is lower than the average cost of 
a strip purchased retail which can easily be 20 to 30 cents or more. Lancet 
caps are 10 to 15 cents each, and lancing devices at $15 to $20 each. In the 
schedules reviewed by Frost & Sullivan, meters themselves were not 
included. This may be due to the fact that Medicare and many other insurers 
mandate that suppliers provide patients with free meters anyway. Past 
research has suggested a Medicare allowable of approximately $67 for blood 
glucose meters.

• When meters are not given away for free, the BGM companies heavily 
subsidize them with discounts and rebates. Many BGM companies have 
payment assistance programs (i.e. Abbott‟s FreeStyle Promise Program) 
which subsidize the cost of supplies, whether or not the patient has 
insurance. The programs have been well received and a good strategy for 
BGM companies to maintain brand loyalty, improve compliance, keep 
patients away from generic strips and boost testing volumes. As of late 
2008, the FreeStyle Promise Program pays up to $50 of a prescription for 
strips, presumably only FreeStyle ones.

• http://www.myfreestyle.com/fs/d/en_US/70.10:10/freestyle-promise-program

http://www.myfreestyle.com/fs/d/en_US/70.10:10/freestyle-promise-program
http://www.myfreestyle.com/fs/d/en_US/70.10:10/freestyle-promise-program
http://www.myfreestyle.com/fs/d/en_US/70.10:10/freestyle-promise-program
http://www.myfreestyle.com/fs/d/en_US/70.10:10/freestyle-promise-program
http://www.myfreestyle.com/fs/d/en_US/70.10:10/freestyle-promise-program
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Medicare Coverage of BGM Equipment & Supplies

• Medicare patients may get their meters and supplies through suppliers and 
pharmacies via “assignment” or not. If a Medicare patient purchases from an 
assigned supplier, they only pay their 20% co-pay at the time of purchase. 
If their purchase from a non-assigned supplier, they are required to front 
100% of the costs at the time of purchase after which Medicare mails them a 
check for 80% of those costs later on. In some instances, Medicare may 
actually reimburse less when patients purchase from non-assigned suppliers.

• Assigned suppliers submit their claims for BGM meters and strips to the 
appropriate regional DMERC which manages Medicare payment. Medicare 
reimburses suppliers for test strips based on monthly fee schedule 
allowances which vary by state. To be paid by Medicare, the supplier must 
have documentation from the beneficiary‟s physician verifying medical need 
for diabetic testing supplies.

• In the interest of cost savings, CMS has been advocating the adoption of 
“competitive bidding” processes which would not restrict patients on what 
supplies they used or the volume of products they used, but which only 
reimbursed for products purchased through approved suppliers which have 
agreed to provide the lowest prices back to Medicare
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Medicare Coverage of BGM Equipment & Supplies

• What companies like Liberty Medical and other assigned suppliers do is to 
negotiate volume purchases with meter and supplies manufacturers to cover 
the difference between the Medicare cap on the product and what the 
patient pays simply to lock in the recurring revenue stream these patients 
generate for both the supplier and the manufacturer. Many of the major 
manufacturers have worked to establish themselves as approved suppliers in 
order to cut out middlemen such as pharmacies and online diabetes supply 
companies in order to improve their own margins.

• These diabetes supplies suppliers frequently ship the maximum allowable 
volume of products to patients under their insurance in order to collect the 
full reimbursement entitled to them. They also routinely ship outside of 
normal cycles, i.e. shipping 400 strips at a time for a year‟s worth of 
supplies, and then calling on the patient 3 months later to order another 
year‟s worth, etc.

• These practices have resulted in some diabetics having carrying an excess 
of supplies which are sometimes then resold on underground secondary 
markets. All of these activities have resulted in attention from the OIG 
looking for fraud and waste.
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Do you have health insurance?
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Health Insurance

The majority of 
diabetics carry 
health insurance 
which covers their 
diabetes supplies; 
however, some 
policies provide 
better coverage 
than others.
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Type of Insurance

Type I

Employer sponsored 

insurance, 26%

Self-insured, private 

insurance, 15%

Medicare, 27%

Medicaid, 17%

Some other type of 

health insurance, 12%

Don't Know, 2%

Refused, 2%

Type II: Insulin-Dependent

Employer sponsored 

insurance, 18%

Self-insured, private 

insurance, 14%

Medicare, 44%

Medicaid, 10%

Some other type of 

health insurance, 11%

Don't Know, 3% Refused, 0%

Type II: Non-Insulin-Dependent

Employer sponsored 

insurance, 34%

Self-insured, private 

insurance, 12%

Medicare, 35%

Medicaid, 9%

Some other type of 

health insurance, 9%

Don't Know, 0%

Refused, 0%
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Where was blood glucose meter purchased

• Respondents were asked, “Where did you get your last blood glucose meter?”

Type I

Primary care doctor's 

off ice, 22%

Pharmacy, 29%

Retail store, 6%

Internet Retailer/ Mail 

Order, 14%

Community program, 3%

Insulin Pump 

Manufacturer, 6%

Insuror, 6%

Meter/Strip Manufacturer, 

6%

Other, 2%

VA, 2%

Endocrinologist's off ice, 

3%

Hospital, 2%
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Where was blood glucose meter purchased

• Respondents were asked, “Where did you get your last blood glucose meter?”

Type II: Insulin-Dependent

Primary care doctor's 

off ice, 23%

Endocrinologist's off ice, 

5%

Hospital, 6%

Pharmacy, 18%Retail store, 8%

Internet Retailer/ Mail 

Order, 20%

Community program, 2%

Insulin Pump 

Manufacturer, 0%

Insuror, 6% VA, 6%Meter/Strip Manufacturer, 

5%

Other, 2%
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Where was blood glucose meter purchased

• Respondents were asked, “Where did you get your last blood glucose meter?”

Type II: Non-Insulin-Dependent

Primary care doctor's 

off ice, 21%

Pharmacy, 29%

Retail store, 13%
Internet Retailer/ Mail 

Order, 20%

Community program, 4%

Insulin Pump 

Manufacturer, 0%

Insuror, 6%

Meter/Strip Manufacturer, 

1%

Other, 4%

VA, 1%

Endocrinologist's off ice, 

0%

Hospital, 0%
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Choice in glucose meter

• Respondents were asked, “When you purchased your current blood glucose 
meter, how much control did you have over choosing the particular make 
and model of the meter you have now?”

How much control did you have over choosing the particular make and 

model of the meter you have now?
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Glucose meter replacement frequency

• Respondents were asked, “How often do you replace your glucose meter?”

Type I

Less than once per year, 

5%

Once per year, 22%

Every three years, 9%

Every four years, 6%

Every five years, 8%

Every six to ten years, 

6%

More than 10 years, 2%

Not sure, 18%

Every two years, 25%

Type II: Insulin-Dependent

Less than once per year, 

0%

Once per year, 18%

Every two years, 26%

Every five years, 8%

Every six to ten years, 

11%

More than 10 years, 2%

Not sure, 12%

Every four years, 6%

Every three years, 17%

Type II: Non-Insulin-Dependent

Every two years, 23%

Every three years, 13%
Every four years, 9%

Every five years, 9%

Every six to ten years, 

6%

More than 10 years, 4%

Not sure, 20%

Less than once per year, 

9%

Once per year, 9%
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Reasons for replacing previous glucose meter

• Type I diabetics were asked why they replaced their previous meter? 

Note: No verbatim responses for “Other” 
were provided for this question.

Type I

Other (Specify), 24%

Obtaining strips easier 

w ith new  meter, 1%
Wanting a meter that w as 

easier to use, 3%

Wanting a meter that w as 

more accurate, 3%

Cost of strips less 

expensive w ith new  

meter, 4%

Wanted a smaller meter, 

1%

Recommendation by 

health care provider or 

educator, 19%

Change in insurance 

coverage, 3%

Lost or broke old meter, 

19%

Wanting a meter that had 

a faster read time, 3%

Wanting to use a meter 

that required a smaller 

sample size, 1%

Just w anting to try 

something new , 5%

Currently uses their f irst 

meter, 15%
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Reasons for replacing previous glucose meter

• Type II insulin-dependent diabetics were asked why they replaced their previous 
meter? 

Note: No verbatim responses for 
“Other” were provided for this question.

Type II: Insulin-Dependent

Other (Specify), 23%

Lost or broke old meter, 

27%

Cost of strips less 

expensive w ith new  

meter, 4%

Wanting a meter that w as 

easier to use, 1%

Wanting to use a meter 

that required a smaller 

sample size, 4%

Wanting a meter that w as 

more accurate, 7%

Just w anting to try 

something new , 3%

Currently uses their f irst 

meter, 12%

Wanted a smaller meter, 

3%

Recommendation by 

health care provider or 

educator, 11%

Change in insurance 

coverage, 5%
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Reasons for replacing previous glucose meter

• Type II non-insulin-dependent diabetics were asked why they replaced their 
previous meter? 

Note: No verbatim responses for “Other” 
were provided for this question.

Type II: Non-Insulin-Dependent

Other (Specify), 25%
Currently uses their f irst 

meter, 28%

Wanting a meter that w as 

easier to use, 3%

Wanted a smaller meter, 

8%

Recommendation by 

health care provider or 

educator, 4%

Change in insurance 

coverage, 5%

Lost or broke old meter, 

16%

Wanting a meter that had 

a faster read time, 1%

Wanting to use a meter 

that required a smaller 

sample size, 1%

Wanting a meter that w as 

more accurate, 3%

Just w anting to try 

something new , 7%
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Where are test strips purchased

• Respondents were asked where they usually get strips for their blood 
glucose meter?

Type I

Retail store, 8%

Internet , 6%

Community program, 3%

Other, 29%
Pharmacy, 52%

Endocrinologist's office, 

0%Primary care doctor's 

office, 2% Hospital, 0%

Type II: Insulin-Dependent

Primary care doctor's 

office, 8%

Endocrinologist's office, 

0%

Hospital, 5%

Pharmacy, 37%

Retail store, 8%

Internet , 0%

Community program, 2%

Other, 42%

Type II: Non-Insulin-Dependent

Endocrinologist's office, 

0%

Hospital, 1%

Pharmacy, 53%

Retail store, 10%

Internet , 1%

Community program, 3%

Other, 30%

Primary care doctor's 

office, 1%
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Managing costs of test strips and lancets

• Respondents were asked to rate their concern on managing the costs 
associated with purchasing test strips and lancets, on a scale of 1 to 5, 
where „1‟ is not concerned at all and „5‟ is significantly concerned.

How concerned are you about your ability to manage the costs 

associated with purchasing strips and lancets?
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Managing costs of test strips and lancets

• Respondents were asked to rate their concern on managing the costs associated 
with purchasing test strips and lancets, on a scale of 1 to 5, where „1‟ is not 
concerned at all and „5‟ is significantly concerned.
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Out of Pocket Meter Expenses

• How much money, from your own pocket and not including what insurance 
covered, did you pay for the blood glucose meter you own? 

Type I Type II Insulin Dependant Type II Non-Insulin Dependant

$9.54 $9.98 $9.86 

• What percentage of the total cost of your blood glucose meter did you pay 
for out of your own pocket? 

Type I Type II Insulin Dependant Type II Non-Insulin Dependant

12% 11% 18%
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Strip Purchasing Patterns

• When you purchase strips for your meter, approximately how many strips come in 
each package? 

Type I Type II Insulin Dependant Type II Non-Insulin Dependant

65 79 63

• When you purchase or order strips for your meter, approximately how many 
strips do you usually purchase at a given time? 

Type I Type II Insulin Dependant Type II Non-Insulin Dependant

174 strips per 
order

206 strips per order 100 strips per order
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Out of Pocket Strip Expenses

• How much money, from your own pocket and not including what insurance 
covers, do you pay for an order of strips that size? 

Type I Type II Insulin Dependant Type II Non-Insulin Dependant

174 strips per 
order

206 strips per order 100 strips per order

$24.62 $16.45 $30.54 

• What percentage of the total cost of your strips do you pay for out of your 
own pocket with each order or prescription? 

Type I Type II Insulin Dependant Type II Non-Insulin Dependant

17% 17% 27%
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Lancet Purchasing Patterns

• When you purchase lancets for your blood glucose testing needs, approximately 
how many lancets come in each package? 

Type I Type II Insulin Dependant Type II Non-Insulin Dependant

100 121 93
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Out of Pocket Lancet Expenses

• How much money, from your own pocket and not including what insurance 
covers, do you pay for a package of lancets that size? 

Type I Type II Insulin Dependant Type II Non-Insulin Dependant

100 per package 121 per package 93 per package

$9.05 $18.68 $21.36 

• What percentage of the total cost of your lancets do you pay for out of your 
own pocket? 

Type I Type II Insulin Dependant Type II Non-Insulin Dependant

17% 16% 23%
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Out of Pocket Expense Analysis for Meters

Meter Costs*

Type I Type II Insulin 
Dependant

Type II Non-Insulin 
Dependant

% of Total Cost 
of Meter Paid 
by Patient

12 11 18

Out of Pocket 
Costs Paid by 
Patient

$9.54 $9.98 $9.86

Cost of Meter $79.50 $90.73 $54.78

*Note: ~80% of respondents paid nothing out of pocket for their meters.
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Yearly Out of Pocket Expense Analysis for Strips

Strip Costs

Type I Type II Insulin 
Dependant

Type II Non-
Insulin Dependant

Total

% of Total Cost of Strips Paid 
by Patient

17 17 27 21

Total Cost of Strips per Order $144.82 $96.76 $113.11 $114.48

Total Cost Per Strip $0.83 $0.50 $1.13 $0.72

Strip Costs

Type I Type II Insulin 
Dependant

Type II Non-
Insulin Dependant

Total

# Strips Consumed per Week 29 14 7 12

# Strips Consumed per Year 1,508 728 364 631

Size of Strip Order 174 192 100 158

Out of Pocket Cost of Strip 
Order

$24.62 $16.45 $30.54 $24.04

Out of Pocket Cost Per Strip $0.14 $0.09 $0.31 $0.15

Out of Pocket Costs for 
Strips Each Year

$213.37 $62.37 $111.17 $95.80
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Discussion on Average Cost for Strips

• Frost & Sullivan recognizes that the average cost per test for Type II insulin 
dependant diabetics is significantly lower than that for Type Is and non-
insulin dependant diabetics. Frost & Sullivan removed four outlier responses 
which may have contributed to this number; however, the Type II insulin 
dependant sample showed a average strip order size as well as a lower 
average out of pocket expense for those same orders compared to the other 
two populations of diabetics. When combined, these two factors created the 
wide variation demonstrated. 

• To support Pepex in its effort to determine what the average cost per strip 
and test actually is across all diabetics, Frost & Sullivan has taken an 
unweighted average of all 200 respondents. This will allow Pepex to 
establish a benchmark price for tests across ALL diabetics, but not for 
specific populations of diabetics.

• This analysis delivered an average test strip cost of $0.72
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Yearly Out of Pocket Expense Analysis for Lancets

Lancet Costs

Type I Type II Insulin 
Dependant

Type II 
Non-Insulin 
Dependant

Total

% of Total Cost of Lancets Paid by Patient 17 16 23 19

Total Cost of Lancets per Order $53.24 $116.75 $92.87 $87.11

Total Cost Per Lancet $0.11 $0.16 $0.26 $0.14

Lancet Costs

Type I Type II Insulin 
Dependant

Type II 
Non-Insulin 
Dependant

Total

# Tests Performed per Week 29 14 7 12

# Tests Performed per Lancet 3 3 3 3

# Lancets Consumed per Year 503 728 364 624

Size of Lancet Order 100 121 93 104

Out of Pocket Cost of Lancet Order $9.05 $18.68 $21.36 $16.49

Out of Pocket Cost Per Lancet $0.09 $0.15 $0.23 $0.16

Out of Pocket Lancet Costs Each Year $45.49 $112.39 $83.60 $98.56
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Yearly Out of Pocket Expense Analysis

Total Strip and Lancet Costs

Type I Type II 
Insulin 

Dependant

Type II Non-Insulin 
Dependant

Total

Out of Pocket 
Costs for 
Strips Each 
Year

$213.37 $62.37 $111.17 $95.80

Out of Pocket 
Costs for 
Lancets Each 
Year

$45.49 $112.39 $83.60 $98.56

Total $258.86 $174.76 $194.77 $194.36
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Costs Per Test

Cost Per Test

Type I Type II Insulin 
Dependant

Type II Non-Insulin 
Dependant

Total

Cost Assumed 
by Patient

$0.16 $0.11 $0.36 $0.18

Cost Assumed 
by Payor and/or 
Manufacturer

$0.78 $0.55 $1.02 $0.68 

Total $0.94 $0.66 $1.39 $0.86 

Cost Per Test

Type I Type II Insulin 
Dependant

Type II Non-Insulin 
Dependant

Total

Cost per Strip $0.83 $0.50 $1.13 $0.72

Cost per Lancet $0.11 $0.16 $0.26 $0.14

Total $0.94 $0.66 $1.39 $0.86
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Analysis of Unmet Patient Needs

• Overall, diabetics surveyed appear to be highly satisfied with their current 
blood glucose meters, but they are generally very interested in new 
technology

• The cost of BGM meters and supplies is a significant concern with about 40% 
of the population. Satisfaction levels with the cost of strips and lancets had 
one of the lowest relative scores of all variables measured, but even those 
two variables did not have a low score overall.

• Satisfaction with testing on alternate sites besides the fingertip also scored 
relatively low, indicating that there remains room for opportunity for Pepex 
in meeting that need

• While interviews and past research suggest that meter accuracy is in need of 
improvement, most diabetics surveyed were highly satisfied with the 
accuracy of their meters

• Gap analysis identified three areas of opportunity: improving meter accuracy 
and reliability for insulin-dependant diabetics, and lowering strip costs for 
Type Is, who are the highest volume testers and disproportionately suffer 
from economic concerns compared to Type IIs

• This feedback is critical for both product development, i.e. what features to 
focus attention on, as well as future market plans, i.e. what benefits to 
stress about the Trio and to whom
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Gap Analysis

• For 12 variables related to BGM meters Frost & Sullivan conducted a gap 
analysis using the following formula:

• (Satisfaction Level Relative to Variable for Current Meter) – (Degree of 
Importance of the Variable as a Purchasing Criteria for Current Meter) 
= Opportunity Gap

• Positive scores indicate satisfaction is higher than importance – the 
current meter is exceeding expectations on the variable

• Negative scores indicate satisfaction is lower than importance – the 
current meter is failing to meet expectations on the variable 

• Negative scores indicate the greatest opportunities for 
improving upon existing products
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Gap Analysis

Variable Type 
I

Type II 
ID

Type II 
NID

Speed of reading 0.7 0.8 0.9

Cost of the meter 0.2 0.8 0.9

Costs of lancets 0.6 0.8 0.4

Ability to collect and dispose of strips and 
lancets

0.7 0.3 0.8

Meter size 0.2 0.8 0.7

Ability to store and download data 0.2 0.7 0.8

Ability to draw blood from alternate sites 0.4 0.3 0.7

Volume of blood required 0.4 0.7 0.2

Integration of strips and/or lancets with meter 0.2 0.1 0.3

Ease of use in conducting tests 0.1 0.3 0.1

Costs of strips -0.6 0.1 0.1

Accuracy and reliability of test results -0.2 -0.3 0.0

Less 
Opportunity

More 
Opportunity
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Satisfaction with current glucose meter

• Respondents were asked to rate their satisfaction in the following categories 
with their current glucose meter, on a scale of 1 to 10, where „1‟ is 
completely dissatisfied and „10‟ is completely satisfied.
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Satisfaction with current glucose meter

Satisfaction of Current Glucose Meter
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Importance of factors when current glucose 
meter was selected

• Respondents were asked to rate the importance of the following factors 
when their current glucose meter was selected, on a scale of 1 to 10, where 
„1‟ is not important and „10‟ is extremely important.



82

Importance of factors when current glucose 
meter was selected

Importance of Factors When Current Glucose Meter Was Selected
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Importance of factors when current glucose 
meter was selected

• Respondents were asked to rate the importance of the following factors 
when their current glucose meter was selected, on a scale of 1 to 10, where 
„1‟ is not important and „10‟ is extremely important.
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Importance of factors when current glucose 
meter was selected

Importance of Factors When Current Glucose Meter Was Selected
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Value in alternate site testing continues to be low, corroborating anecdotal 
reports from CDEs and endocrinologists. Diabetics highly value meters and 
strips that require very small blood volumes.
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Wasted test strips

• Respondents were asked to estimate the percentage of test strips that are 
wasted.

What percentage of strips are wasted?
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Fewer strips are wasted than Frost & 
Sullivan initially anticipated
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Pain using current lancing device

• Respondents were asked to estimate on a scale of 1 to 10, where „1‟ is no 
pain what so ever and ‟10‟ is a very high degree of pain, how much pain 
they experience using their current lancing device.

How much pain do you experience with your current lancing device?
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Patients report relatively low levels of pain from 
lancing indicating that lowering pain is likely not a 
major product benefit for Pepex to focus 
disproportionately on in its product development.



87

Contents

1. Market Overview

2. Diabetes Management Practices

3. Purchasing Process for Blood Glucose Meters and Supplies

4. Analysis of Patient Unmet Needs

5. Evaluation of Pepex Technology

6. Market Forecasts (Units, Revenues, Pricing)

7. Competitive Landscape 

8. Customer Segmentation and Profiling

9. Product Design and Applications



88

Replacing current meter with the Trio

• Respondents were asked, “On a 
scale of 1 to 10, with „1‟ 
meaning definitely would NOT 
replace my current meter and 
‟10‟ meaning definitely WOULD 
replace my current meter, how 
likely would you be to replace 
your current meter with this 
new one, assuming the cost of 
the itself and your insurance 
coverage remained the same as 
what you have now? 

How likely would you be to replace your current meter with the Trio?
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• Respondents were told: Consider a new blood glucose meter requiring no disposable lancets, 
strips or need for you to handle a lancet, strips or your blood sample. The meter would use a 
pack of very small, disposable cartridges that would have a lancet and blood glucose sensor 
in each cartridge. You would load the pack in the meter, place the meter on your testing site, 
push one button and hold the meter in place for a few seconds until the glucose 
measurement could be read on the meter. You would then push a button to eject the used 
cartridge in the trash. After all the test cartridges are used, the whole pack would be 
replaced. This meter design would also provide more accurate and reliable blood glucose 
readings than most meters currently on the market.
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Replacing Current Meter with Trio

• Respondents were asked to rate their likelihood to replace their current meter with 
the Trio on a scale of 1 to 10, where “1” meant “definitely would NOT replace my 
current meter” and “10” meant “definitely WOULD replace my current meter”
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Replacing current meter with the Trio: Type I

• Type I diabetics were the least likely of the three groups to replace their 
current meter with the new integrated meter (Trio).

• Some of the more common positive comments about the device were:

• Convenience or less hassle – people like having to carry only 1 device 
rather than multiple devices (meter, lancet, strips)

• Having the strips/sensor and lancets preloaded – diabetics do not like 
handling the test strips and worrying about disposing the strips and 
lancet.  This would allow them to dispose of them at a later time all at 
once.

• Accuracy – a handful of type I diabetics like that the Trio is supposedly 
more accurate.

• Fast reading and do not need a lot of blood – the faster the test is, the 
better, and some people do not like seeing blood when they are testing 
their glucose levels.

• Easy-to-use on other people – some respondents mentioned that others 
perform the test and this integrated system would be more convenient.

• Less Pain – Interestingly, only 1 Type I respondent indicated that less 
pain would be beneficial
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Replacing current meter with the Trio: Type I

• Type I diabetics were the least likely of the three groups to replace their 
current meter with the new integrated meter (Trio).

• Some of the more common concerns about the device were:

• Cost – many respondents assumed that the overall cost of the device 
might be higher than current meter, particularly if it was not approved 
by insurance companies

• Compatibility and communication with insulin pump – many Type I 
diabetics use a pump and they are concerned this device would not 
easily integrate with their pump, which they have now and like

• Size of the device – some respondents were concerned that the device 
would be larger than current devices and feel they need to see it before 
they could give more accurate feedback

• Satisfied with current meter – a few respondents simply stated they are 
happy with what they have, even though they did not have anything 
negative to say about this new device

• Depth of the lancet – since Type I‟s test so often, many report having 
difficulty extracting blood (endocrinologists mentioned this as well) so 
there is some concern over controlling the depth of the lancet and 
extracting blood
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Replacing current meter with the Trio: Type II 
Insulin-Dependent

• Type II insulin-dependent diabetics were the most likely of the three groups 
to replace their current meter with the new integrated meter (Trio).

• The more common positive comments were:

• Convenience and ease-of-use – respondents liked that everything was 
in one unit, less things to carry, hassle with, and worry about

• Less pain – Type II insulin-dependent respondents were more 
interested in the “less pain” aspect of the device

• Preloaded strips/sensor and lancet – part of the convenience factor 
respondents do not like handling test strips and lancets

• Less wasted strips/sensors – a few respondents liked the idea that this 
device would have less waste

• There were very few negative comments about the Trio from Type II ID

• Cost – the most common concern was paying for the device, most are 
used to getting glucose meters for free and insurance covering much of 
the disposables so that would have to be the case for the Trio as well.

• Size – some speculated that size of the device itself or the display 
screen could be deciding factors

• Talking device – one respondent said it would need to have sound to 
speak the results
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Replacing current meter with the Trio: Type II 
Non-Insulin-Dependent

• Type II non-insulin-dependent diabetics were almost as likely as the Type II 
insulin-dependent respondents to replace their current meter with the new 
integrated meter (Trio)

• The more common positive comments were:

• Convenience – most respondents thought this device would be easy to 
use than current meters including not having to load test strips and 
carry a lancet

• Reliability and accuracy – some believe this meter would have more 
reliable and accurate readings

• Quick and clean – type II NID diabetics liked the speed of the device 
along with the cleanliness since everything is automatic and can be 
disposed of all at once at a later time.

• Small amount of blood – a few respondents liked that they do not see 
the blood when testing and that only a small amount is necessary

• Pain – respondents liked the idea of less pain using this meter
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Replacing current meter with the Trio: Type II 
Non-Insulin-Dependent

• The more common concerns were:

• Cost – patients typically do not pay for the meters and insurance must 
be willing to pay for the disposables

• Multiple tests to get sample – diabetics routinely have a difficult time 
extracting blood and require multiple sticks, respondents are concerned 
this device would not change that

• Everything in one unit – one respondent mentioned if one thing breaks 
down and the whole thing is shot

• Size – concerned it might be bulky and inconvenient to carry

• There is some confusion with the Trio.  From the responses some people 
seem to be confusing it with another similar product already on the market.  
They are mentioning that a family member owns one and they see no 
advantage or it is not as accurate.  This could be a potential problem down 
the road when trying to sell the device.
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Trio – Endocrinologist Feedback

• Endocrinologists were overall receptive to the idea of the Trio integrated 
glucose meter.  

• The device must have ±10% accuracy especially on the extremes.  Current 
meters are allowed ±15% or ±20% by the FDA, and they can get very 
inaccurate results the further outside of normal ranges.

• Almost all endocrinologists interviewed indicated that the device must be able 
to be tested on the finger and that many studies have proven that the finger is 
the most reliable location for getting a glucose reading, particularly after a 
meal.  One physician speculated the palm of the hand might be as accurate and 
if they [Pepex] could prove that and show the device works well on the palm 
that could be a competitive advantage [for Pepex] since it might be superior 
than “sticking” the finger.

• Patients tend to reuse their lancets multiple times and many endocrinologists 
encourage that to save money and reduce waste.  This device would not allow 
for that and could cause the overall cost of using the device to be greater than 
current meter/lancet systems.

• Patients do not comply mainly due to hassle, they do not like testing all the 
time it‟s inconvenient, uncomfortable, etc.  The endocrinologists interviewed do 
believe this device might help with that, but the current meter systems are 
pretty easy now as well, so it might just be patient attitude more than 
technology.



96

Trio – Endocrinologist Feedback

• Physicians want to be able to download the patient‟s data from the device so 
the Trio must have that feature.

• Most physicians indicated that 10 cartridges or tests would be the minimum 
capacity because that would take care of at least 1 day of tests for all patients, 
as very few Type I diabetics test more than 10 times per day.  This way the 
patients would only have to bring one extra pack.

• The device has to be small enough and light enough to fit in a shirt pocket 
comfortably.  Weight is a significant concern.

• The display screen has to be easy to read as many diabetics are old and have 
poor visibility.  Also, a backlight would be nice so in less illuminated areas 
(restaurants) users could see the site better.

• The size of current lancets are as small as 33 gauge, so the built-in lancet 
would have to be 33 or greater (smaller diameter).

• Seems physicians will not carry meters they do not like or patients will have to 
pay for.  They demand getting free meters and having good support both 
technical and service with the salesperson.

• Costs are great concern for all patients and the Trio will have to be the same 
price or cheaper even if the device has better accuracy, more convenient, and 
less painful.  Pepex will have to work with insurance companies to have any 
success at all.
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Replacing current meter with Trio Ultra

• Type I and Type II insulin-dependent diabetics were described the following:
• Consider a meter with all the same features as the first meter, but designed for 

diabetics who need insulin. Each cartridge loaded into the meter would also contain 
insulin. When applied to your body, the meter could automatically dose and 
automatically deliver to you the correct dose of insulin that you needed. The meter 
would allow you to over ride the meter's suggested dosing if required.

Would you replace your current meter with the glucose meter with 

insulin delivery component?
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• The respondents were 
then asked, “On a scale 
of 1 to 10, with „1‟ 
meaning definitely would 
NOT replace my current 
meter and ‟10‟ meaning 
definitely WOULD 
replace my current 
meter, how likely would 
you be to replace your 
current meter with this 
new one, assuming the 
cost of the meter itself 
and your insurance 
coverage remained the 
same as what you have 
now?
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Replacing current meter with Trio Ultra: Type I

• Type I‟s liked the Trio Ultra less than Type II insulin-dependent respondents.

• Many of the benefits mentioned by the Type I respondents were similar to 
the Trio in terms of convenience, all-in-one product, etc.

• The one other benefit respondents mentioned was “less poking.”  Although 
the injection site of the insulin most likely would be a different from the 
testing site since many endocrinologists indicated that it is necessary to test 
on the finger to get the most accurate results.

• A few people liked the idea of not being tethered to a device all the time.

• Most of the negative comments were:

• Incompatible with insulin pump

• Questions about the insulin

• Would insulin have to be refrigerated?

• Concern about under or overdosing on insulin

• Multiple types of insulin – people use different types of insulin 
throughout the day

• Overall greater concern about trusting the device to work properly 
every time with no errors, device needs significant testing before 
people will use it.
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Replacing current meter with the Trio Ultra: 
Type II Insulin-Dependent

• Type II insulin-dependent respondents liked the Trio Ultra more than Type I 
respondents.

• Many of the benefits mentioned by the Type II ID respondents were similar 
to the Trio in terms of convenience, all-in-one product, etc.

• Some of the other positive comments were:

• Ability to change the insulin dose – patients must be able to adjust the 
insulin dosage as it varies significantly by diet and activity level and 
there is no way the device can predict this

• Less “sticks” or no needles – patients seem to like the idea of no 
separate injection, but as mentioned previously that might be a 
misunderstanding of how the device will practically work

• Many of the negative comments are similar to Type I respondents as 
mentioned previously.

• Questions about the insulin

• Would insulin have to be refrigerated?

• Concern about under or overdosing on insulin

• Multiple types of insulin – people use different types of insulin

• Cost of the device and disposable including the insulin

• Size of the device – respondents speculate it would be bulky
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Trio Ultra – Endocrinologist feedback

• The endocrinologists were critical of the insulin delivery component, ranging 
from not much benefit to outright would not consider the device.

• Many believe it would not work well for type I diabetics but might work for 
type II insulin-dependent diabetics.

• The device would have to allow patients to control the amount of insulin 
delivered since each patient is so unique, it‟s not just based upon diet and 
activity level, but the type of insulin, and the individual person themselves.

• One endocrinologist believes this is similar to the insulin pen so this would 
only marginally add benefit by incorporating it into one unit.

• Another endocrinologist believes the future will be with patch pumps, 
especially for type II insulin-dependent patients.

• Overall, endocrinologists recommended working on the Trio first and get 
that device working properly, then move on to the insulin delivery model.
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Value of device with sensor and no lancet

• Respondents were asked, “If the cartridge for this meter only included the 
sensor and not the lancing device as well, how much value would you see in 
that design compared to the meter cartridge designed with both the sensor 
AND lancet?”

How much value for a device that included the sensor and not the 
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Trialing the glucose meter

• Respondents were asked, “How likely would you be to trial a meter like the 
one described if it was provided free to you for 30 days as an alternative to 
your existing meter?”

How likely would you be to trial a meter like the one described?
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• The following forecasts are Frost & Sullivan‟s best attempts at modeling a 
commercial launch of the Trio given the present state of the technology and 
market research conducted to date

• Frost & Sullivan recognizes that these forecasts are highly dependant on the 
marketing partner and exit strategy that Pepex is able to employ. These 
forecasts are not able to account for these issues at this time, but they 
assume an aggressive market launch of the Trio in 2010.

• These forecasts should be used for general guidance purposes only and may 
be further refined based on different potential scenarios

• Frost & Sullivan has only displayed a summary of the market forecast 
numbers in these slides. The full forecast model and supporting data can be 
found in the Excel file sent as part of the final deliverable.

Market Forecast Assumptions
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• No sales made from meters

• Trio only; no forecasts for Mini or Ultra

• Size of the Type I population difficult to calculate. JDRF estimates "as high 
as 3 million," but many other sources report numbers lower than that.

• Numbers of meters owned is irrelevant, but assumes a diabetic with a Pepex 
meter uses exclusively Pepex cartridges

• Assumes testing rates with Pepex meter stays the same as with previous 
meter, although this is likely to increase. Assumes zero wastage with Pepex 
cartridges.

• Assumes market penetration in full 12-month increments

• Pepex is launched to all Types of diabetics, but adoption differs based on 
response from respondents

• Adoption will happen to a greater degree and sooner with those types of 
diabetics who saw the most value in the Trio as described in the survey. 
These preferences will likewise reflect the pattern for overall market 
adoption.

• Average number of tests performed per diabetic will remain constant

• Average selling price of Pepex cartridge set at $1 each - a price point 
designed to be close to the average cost of a strip and lancet combined. 
Price stays constant for forecast period.

• Model assumes zero percent attrition rate with Pepex users

Market Forecast Assumptions
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Market Forecast – Type I

Year Total # of Trio 
Users

# Tests 
Performed 
per Year

Price per 
Cartridge 
($US)

Revenues 
($US Mil)

% Share of Type 
Is Who Are 
Users

2010 3,379 5,095,138 1 5.1 0.2

2011 10,235 15,434,287 1 15.4 0.6

2012 20,674 31,175,928 1 31.2 1.1

2013 31,326 47,239,330 1 47.2 1.7

2014 47,462 71,572,151 1 71.6 2.5
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Market Forecast – Type II Insulin Dependent

Year Total # of Trio 
Users

# Tests 
Performed 
per Year

Price per 
Cartridge 
($US)

Revenues 
($US Mil)

% Share of Type 
II IDs Who Are 
Users

2010 14,943 10,878,508 1 10.9 0.2

2011 46,555 33,892,375 1 33.9 0.7

2012 94,290 68,642,760 1 68.6 1.4

2013 143,230 104,271,264 1 104.3 2.0

2014 217,579 158,397,746 1 158.4 3.1
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Market Forecast – Type II Non-Insulin Dependent

Year Total # of Trio 
Users

# Tests 
Performed 
per Year

Price per 
Cartridge 
($US)

Revenues 
($US Mil)

% Share of Type 
II Non-IDs Who 
Are Users

2010 17,867 6,503,433 1 6.5 0.2

2011 54,351 19,783,729 1 19.8 0.7

2012 110,204 40,114,316 1 40.1 1.3

2013 170,881 62,200,605 1 62.2 2.0

2014 260,057 94,660,857 1 94.7 2.9
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Market Forecast – Total

Year Total # of Trio 
Users

# Tests 
Performed 
per Year

Price per 
Cartridge 
($US)

Revenues 
($US Mil)

% Share of 
Diabetics Who 
Are Users

2010 36,188 22,477,079 1 22.5 0.2

2011 111,141 69,110,391 1 69.1 0.7

2012 225,167 139,933,004 1 139.9 1.3

2013 345,436 213,711,198 1 213.7 2.0

2014 525,098 324,630,753 1 324.6 2.9
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• The fact that Trio provides an integrated metering solution is not unique. 
Similar integrated products have been launched and are in development. In 
addition to IP issues this may pose, it also demonstrates the pitfalls Pepex 
should avoid.

• Sof-Tact (Abbott) http://www.childrenwithdiabetes.com/d_0i_192.htm
(pulled off market because it was not well-received – “too large, noisy 
and expensive ($220)” according to CDEs interviewed

• InDuo (Lifescan) – pulled off market, not well-received “too large”

• Pelikan Technologies http://www.pelikantechnologies.com/technology
(In development)

• Some meters have “attachable” lancets and loadable strip drums 
(Roche Accu-Check Compact Plus) which it could be argued provide 
many of the same benefits as the Trio – the value proposition of 
integration is not black and white

• Others

• What IS unique about the Trio solution is the biosensor being used and the 
benefits it can confer in terms of accuracy, speed and meter size. The Trio 
must remain small.

Market Potential for Pepex Technology

http://www.childrenwithdiabetes.com/d_0i_192.htm
http://www.pelikantechnologies.com/technology
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Market Overview
• Being a consumer-based medical device, ease-of-use is a significant factor 

that contributes to the success of a glucose monitor. Certain aspects that could 
deliver ease-of-use are: use of graphical user interface, reduction in the 
number of steps necessary to take a reading and easy-to-use buttons for 
operations. The other technologies included are reducing the operations to a 
one-button control. A lot of developments can be witnessed in this sector, as it 
is a highly marketable area.

• Data management has become extremely crucial in the management of 
glucose levels and is regarded as a disease maintenance tool. Virtually every 
meter is now designed with the potential to store many glucose readings, even 
in the hundreds, for later review. They can also be downloaded onto a 
computer. By using data management functionality, a diabetic can track trends 
in glucose fluctuations and adjust treatments or lifestyle habits in accordance 
with that. 

Technological Innovations
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Market Overview
Pain-free blood glucose testing from Abbott Diabetes Care

• Abbott Diabetes Care has developed the FreeStyle Freedom blood glucose 
monitoring system for which it has received 510(k) clearance from the Food 
and Drug Administration (FDA).

• This system requires a blood sample of 0.3 microliter, the smallest amount 
required among the available systems in the market.  The results are available 
within 5 s and the reading meter has a large, contrast display that makes it 
easier to hold and read. This system also allows the testing to be done at 
other alternative sites such as the thigh, forearm, and palm--the lesser 
sensitive areas. There are four preset programmable alarms that help to 
remind patients as to when to perform the testing.

• It also has incorporated in its system a 60-second sample reapplication time 
and fill-trigger prevent test that will not perform if there is no adequate 
sample. This electrochemical technology measures all the virtually available 
glucose in the blood and can be utilized in small sample applications. 

Technological Innovations
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Market Overview
• This sleek, ergonomically designed unit has four programmable alarms that 

remind patients when to test.

• Abbott Diabetes Care has previously developed many other cutting edge 
glucose monitoring systems, for both the hospital and clinical set-ups, such as 
the FreeStyle, FreeStyle Flash, and Precision Xtra. These newly developed 
systems also employ coulometry, a patented technology that is being used in 
all the FreeStyle meters.

Technological Innovations
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Market Overview
Low cost glucose monitoring systems from Home Diagnostics

• Home Diagnostics has developed low-cost glucose monitoring products catering 

to the requirements of consumer segments as well as to hospitals and long-term 

care (LTC) centers. These affordable and effective monitoring meters help to 

target the out-of-pocket consumers whose glucose monitoring supplies are not 

covered by insurance or government payers.

• TrueTrack (based on the biosensor technology), TrackEase, and the innovative 

Sidekick glucose monitoring systems all provide results using only 1 microliter of 

blood and can deliver them in an average of 10 s. Using microchip coding, the 

glucose meters prevent accidental use of an incorrect strip. The TruTrack Smart 

System also provides extensive test memory and trending functionality.

Technological Innovations
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Market Overview
• In 2005, Home Diagnostics launched the world’s smallest glucose meter, the 

Sidekick, as an all-in-one disposable glucose monitoring system. The cost 
effectiveness is explained by the fact that these systems cost less than what the 
meter and test strip cost separately. 

• Designed to be of the same size as a vial of strips, the Sidekick is the smallest 
blood glucose measuring system available in the market and is also the most 
portable one. Aside from the minute quantity of blood taken and the very short 
time required to deliver results, the system also eliminates any chance of strip 
mix-ups by containing the strips within the device. Designed to be used both on 
the forearm and fingertip, this system offers more choices that directly correlate 
to higher comfort levels.

Technological Innovations

• The Sidekick has undergone a recent redesign so that the 
meter itself doubles as a cap to a vial of strips. The meter 
has some advocates, but others complain about poor 
accuracy and the need to still carry a lancing device which 
lessens the value of having a small meter. 

• Product costs $30 - $50 out of pocket and contains 50 strips
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Market Overview
• The system is compatible with the OneTouch Ultra Test Strips with FastDraw 

Design that make blood glucose testing fast, easy, and less painful for those 

with diabetes. This operates via a touch of the blood sample at the end of the 

test strip and the test strip will automatically draw the blood, making it easy to 

see if the required quantity of blood is available for an accurate reading.

Technological Innovations

http://images.google.com/imgres?imgurl=http://www.expresschemist.co.uk/pics/products/6814/0/onetouchultrasmart.jpg&imgrefurl=http://www.ukshoptilludrop.co.uk/product.aspx%3Fproduct%3D1379&usg=__ADjLG9kdTIDu161zXAYjDLQHZ-0=&h=358&w=390&sz=150&hl=en&start=2&um=1&tbnid=sJDLHofBlo1rwM:&tbnh=113&tbnw=123&prev=/images%3Fq%3DOneTouch%2BUltraSmart%26hl%3Den%26rlz%3D1T4GGLJ_en___US212%26um%3D1


118

Market Overview
Compact and integrated system from Roche Diagnostics

• Roche Diagnostics, with its ACCU-CHEK product line, is pioneering innovative 

ways by which patients can manage their diabetes condition. 

• In 2008, Roche updated its ACCU-CHEK Compact device, marketed as the 

ACCU-CHEK Compact Plus which includes a lancing device that is attached to 

the side. The ACCU-CHEK Compact Plus is very easy to use, even for young 

children. 

Technological Innovations

http://www.childrenwithdiabetes.com/gifs/products/AccuChekCompactPlus200807b.jpg
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Market Overview
• The system uses the test strip drum with 17 small test strips inside, which 

eliminates the fuss of opening test strips individually and the need to carry meter 

and strips separately. The drum is limited in size and each is individually coded 

– i.e. no coding is required by the user. Inserting the drum is easy which makes 

the ACCU-CHEK Compact Plus suitable for use by anyone, including kids and 

people with limited dexterity. 

• However, that convenience comes with test strips that are a bit more expensive 

than other top rated meters, large size compared with other meters, and the 

noise of the strip ejection. 

Technological Innovations

http://www.childrenwithdiabetes.com/gifs/products/AcceChekCompactPlusLit.jpg
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ACCU-CHEK Compact meter system from Roche Diagnostics 
• Product features

• Quick, 8-second results 
• Choice of 6 test sites on the body 
• Downloadable 100-value memory with 7-day averaging 
• 1.5 microliter sample size 
• Uses regular AAA batteries 
• 500+-test battery life 
• 4"H x 2"W x 1.2"D; 4.2 oz with batteries and test drum 
• Compatible with ACCU-CHEK data management tools 
• Price range: $30.00 - $83.00 

Product Profile

• Advantages
• All-in-one design
• Drum of 17 preloaded diabetes test 

strips
• Small sample size
• Reported easy to use, accurate, 

small and easy to carry around
• Weaknesses

• “The motor that operates the drum 
is a little noisy”

• High cost of test strips, dim LCD 
display, limited data storage, data 
connectivity  and software costs 
extra 
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Checkmate Plus from QuestStar Medical

• Product features

• Results ready in 60 seconds

• Stores 225 blood glucose readings

• Advantages

• Built-in lancet 

• Weaknesses

• Need to exert ~ 4.5 pounds of pressure which might be difficult to use for small 
children

• Still available in the U.S.?

Product Profile
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BREEZE2 Meter from Bayer
• Product features

• 5-second countdown
• Small blood sample (1.0 µL) 
• Large display screen
• No coding required
• Automatic calibration 
• Single purpose buttons 
• Computer interface port 
• Price range: patients can get a free device with the purchase 

of test strips
• Advantages

• 10-test disc
• Test strips are individually foil wrapped
• Test strip delivery by push/pull mechanism
• Small sample size
• Reported ergonomic design for easy gripping, opening, 

loading and reading 
• Compact, easy to use (on/off button and release button)

• Weaknesses
• Cost of strips
• Some users do not like using the 10 test cartridge versus the 

individual test strips, but this is not the prevailing viewpoint.
• No back light

Product Profile
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Pelikan Sun from Pelikan Technologies Inc.

• Product features

• Electronic drive mechanism known as “Smart Lancing.” The 
electronic system quickly and precisely drives each lancet at 
an individually controlled speed to the exact intended depth 
while minimizing vibration

• Price range: ~ $199 

• Advantages

• Painless

• Described as the world's first and only electronic lancing 
device; “it is precise, electronically controlled lancing is so 
smooth that you barely feel it!”

• Weaknesses

• Available from the company‟s website only

• High price tag – Also, replacement lancet disks “…at 
comparable prices to other high quality lancets currently on 
the market.”

• May not be covered by all insurance providers

Product Profile
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Precision Sof-Tac meter from Abbott Diabetes Care

• Product features

• 450 test memory 

• Averages for 7, 14, and 28 days 

• Blood glucose reading ready in 20 seconds

• Data port to connect to a computer 

• Sample size of 2-3 microliters 

• Testing is completely automatic and the lancing is 
hidden 

• Price: ~$220 (about US$78 per 100; $1,1398/year 
@ 4 tests/day) 

• Weaknesses

• The Sof-Tac has been discontinued

• Required cleaning

• Large blood volume requirement

• “Too large, noisy and expensive” according to CDEs 
interviewed

Product Profile
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InDuo Meter from LifeScan, Inc. 

• Product features

• Results in 5 seconds

• Sample size 1 microliter

• Advantages

• World's first combined insulin doser and blood glucose 
monitor 

• Requires just a speck of blood

• Weaknesses

• Discontinued

• Not well-received “too large”

• Note: Older models that are still in service, but not actively 
marketed include the OneTouch Select, OneTouch Ultra, 
OneTouch Basic, OneTouch SureStep, OneTouch Fast Talk, 
InDuo System, and OneTouch Profile.

Product Profile
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Product Profile

Streamline

• Product features

• Integrated glucose meter/insulin delivery device 

• Advantages

• Recording of insulin dosage and time of dosing

• Reported compact and portable (size of an i-
phone or a Blackberry)

• Weaknesses

• Available in the U.S. or still development stage?

http://www.coroflot.com/public/individual_file.asp?portfolio_id=2353795&individual_id=158935&is_featured=%2D1&
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Logic Blood Glucose Monitor from Becton Dickinson 
& Co. 

• Product features

• Fully integrated therapeutic diabetes device that 
contains a blood glucose monitor, lancing device, 
lancets, strips, and storage for an insulin pen and 
pen needles

• BD Latitude Diabetes Management System 

• Results in just 5 seconds

• Blood sample .3muL

• Advantages

• All-in-one device

• Small and fast system 

• Weaknesses

• Discontinued (2006)

Product Profile
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Ascensia DEX meter from Bayer Diagnostics 

• Product Features

• Was the first blood glucose monitor to store multiple test 
strips inside the meter

• Blood sample 2.5 to 3.5 microliters

• Automatic calibration for each test strip cartridge 

• Test results in 30 seconds 

• 100 memories for storing blood sugar readings 

• Price range: $60 - $110

Product Profile

• Advantages

• 10-strip cartridge held within the 
meter 

• Easy to use – can be handled with 
one hand

• Can easily be used by young children

• Cleared for multiple site testing 

• Weaknesses

• Large blood sample

• Long waiting time to get results

• Large in size

http://www.childrenwithdiabetes.com/gifs/products/dex2open.jpg
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Product Profile

Ascensia CONTOUR from Bayer Diagnostics 

• Product Features

• Can test multiple sites

• 0.6-microliter blood sample size

• Results in 15 seconds

• Storage for up to 240 test results

• Compatibility with Ascensia WinGlucofacts diabetes 
software

• Price: ~$30

• Advantages

• No coding required

• Automatic underfill detection, automatic control marking, 
and automatic temperature control

• Easy to use, compact (fits in the hand)

• Comes with a carrying case that has room for the 
container of strips and some lancets.

• Fully automatic

• Weaknesses

• High cost of the testing strips 

• Limited memory

http://docnews.diabetesjournals.org/content/2/2/19/F1.expansion.html
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Product Profile

ReliOn NewTek from Hypoguard USA, Inc.

• Product Features

• Fast read time

• Small blood sample

• 100-test memory

• 10-test averaging

• Available only at Wal-Mart

• Advantages

• Disposable meter

• 100 preloaded test strips

• Weaknesses

• No lancet or device, and no carrying case

• “cheaply made, and does not have any way to record day, date or time as most 
meters do”

• Not accurate

• Still available at Wal-Mart?
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Product Profile

OneTouch UltraSmart from LifeScan, Inc. 

• Product Features

• Results in 5 seconds

• Large memory: over 3,000 readings

• Price: $79.95, with a $20 manufacturer rebate

• Blood sample size 1 microliter 

• Size (3.8" x 2.3" x .9", 75 grams with battery)

• Advantages

• Carrying case with room for a cannister of test strips and 
lancing device 

• Extensive graphing and data analysis features

• Small blood volume

• Small size 

• Multiple site testing

• Large, easy-to-read display with backlight

• Simple and convenient to use 

• Weaknesses

• Some users would prefer a test disk similar to Breeze 2 from 
Bayer 
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Product Profile

OneTouch UltraLink from LifeScan, Inc. 
• Product Features

• Results in 5 seconds
• Wirelessly sends test results to MiniMed 

Paradigm insulin pump
• Alternate site testing
• 500 tests memory
• Blood sample: 1.0 microliter 
• Size (Inches)  3.5 x 2.4 x 1.0 

• Advantages
• Accurate
• Simplte
• Results tracking

• Weaknesses
• Only for Minimed Paradigm insulin pump end-

users
• Too big
• Difficulty in calibrating the glucose meter
• No back light
• Coding required



133

Product Profile

WaveSense Keynote Pro from AgaMatrix 

• Product Features

• 0.5 µL Sample Size  

• Fast test results 

• Backlight

• Alternate site testing

• 300 test memory

• 14,30, and 90 day averages

• On Screen Graphing

• 6 User Settable alarms

• Hypo/Hyperglycemic warning alarms

• Advantages

• The WaveSense KeyNote has no-slip rubber grips and feet

• Test Strip Ejector

• According to end-users, “less blood and faster than the 
One Touch Ultrasmart”

• Weaknesses

• Coding required

• Not covered by all insurance providers

http://images.google.ca/imgres?imgurl=http://farm1.static.flickr.com/227/502347586_a52040f31b_m.jpg&imgrefurl=http://www.bernardfarrell.com/blog/labels/Dexcom.htm&usg=__YDbOU2Wzcsjg9zTO0cDTTa9wG8w=&h=219&w=240&sz=18&hl=en&start=6&tbnid=FI_KIXZZZCnN3M:&tbnh=100&tbnw=110&prev=/images%3Fq%3DWaveSense%2BKeynote%2BPro%26gbv%3D2%26hl%3Den
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Product Profile

WaveSense Jazz from AgaMatrix 
• Product Features

• 0.5 µL Sample Size  
• Mealtime tagging
• Pre/Post mealtime averages
• Daily Digest
• 7 User-settable alarms
• Zero-Click software 
• 1,865 test memory 
• Large, backlit digits
• Alternate Site Testing

• Advantages
• No Coding Required 
• Glucose variability calculation
• End-fill strip instantly fills 
• Units safety lock 
• Automatic marking of control solution 
• Non-slip rubber grips and feet
• Bluetooth wireless, i.e. automatic wireless data transfer 
• Allows patients to tag their meals as pre- or postmeal

• Weaknesses
• No room for strips, the meter, and the lancing device in the case
• “The lancing device is just the normal crossbow-style device that I find either too 

painful or unable to penetrate the skin enough to draw a sufficient amount of 
blood.”
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Product Profile

Nova Max LinkMeter from Sanvita 

• Product Features

• No coding needed 

• Blood sample 0.3µL

• Large 400-test memory

• Fast 5-Second Glucose Test Results

• Alternate site testing 

• Communicates to Medtronic insulin pump

• Designed specifically for pump patients

• Advantages

• Large screen - Convenient size of the display and easy to read format

• From one user: “Easy to setup, easy to use, larger readout screen, fast readings, 
no coding, alternate site testing (forearm), accurate, clear directions except for 
battery install, very good lancet pricker”

• Weaknesses

• Bigger than most devices available today

• Case is not practical

• No back light 

• From one user: “Too basic? no software included for recording/graphing results, 
had to install battery on first use, bigger than average, horrible holding bag”
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Product Profile

FreeStyle Freedom Lite from Abbott Laboratories
• Product Features

• FreeStyle Lite test strip that is compatible with the FreeStyle Lite 
meter and FreeStyle Freedom Lite meter 

• Larger buttons 
• 7-, 14- and 30-day averages with 400 results in meter memory 
• Yellow strip port so patients can readily see where to insert the test 

strip 
• Alternate site testing
• 4 optional programmable reminder alarms 
• Blood sample 0.3 microliter 

• Advantages
• No coding required 
• More alternate sites than competitors: fingers, forearm, upper arm, 

hand, thigh and calf
• Ergonomic shape and large numeric display
• Lifetime warranty
• Smallest blood sample
• Customer service

• Weaknesses
• Accuracy and consistency have been a concern for some users
• Users have both complained about and praised the lancet device 

used by the Freedom Lite. Some claim it is painful and extracts too 
much blood, others rave about it. 

• Carrying case is not well liked
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Product Profile

Precision Xtra from Abbott Laboratories

• Product Features

• Dual testing of glucose and ketone levels with one meter

• Alternate site testing (finger, thumb base, forearm, and upper 
arm)

• Glucose test results in 5 seconds. Ketone test results in 10 
seconds

• The glucose test requires a 0.6 microliter sample. The ketone 
test requires a 1.5 microliter sample

• Advantages

• Two-in-one testing meter that checks glucose levels and 
Ketones

• Simple operation - the meter uses on screen icons to help guide 
users through testing

• Fast test results

• Small sample size

• Kid friendly

• Weaknesses

• Some users complain of poor or at least inconsistent accuracy

• High cost of test strips. Prices for 100 strips range from as 
much as $116 dollars to as little as $54 dollars. Also, the ketone 
testing requires different test strips which tend to be a little 
higher in price. 
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Product Profile

TRUEtrack from Home Diagnostics
• Product Features

• Simple 2-step testing – just insert strip and test 
• Results in 10 seconds 
• 1-microliter blood sample
• 365-value memory with time and date
• Biosensor technology 
• Chip Coding   
• Price: ~$20

• Advantages
• Small blood sample
• Simple 2-step testing
• Inexpensive
• Lifetime warranty
• Home Diagnostics lists multiple studies on their website 

that demonstrate the accuracy of the meter compared 
with laboratory results. The company also has a study 
showing that 70% of first time users found the 
TRUEtrack easier to use than their current meter.

• Weaknesses
• Some users complain of poor accuracy, while others 

rave about how great the accuracy is. Others 
complained of difficulty in learning how to use the 
system.

• No alternative site testing, only from the forearm
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• In the large, intensely-competitive and mature BGM market, the best 
strategy for success for Pepex is to pursue a highly-focused product 
development and market commercialization strategy targeting very specific 
niches of the diabetic population

• Frost & Sullivan believes the Trio technology holds the potential to be widely 
adopted, but initial efforts should remain focused in order to demonstrate 
the highest value and carve out a defensible position against competitors

• Efforts to date have been focused on developing a working prototype of the 
Trio cartridge itself, but Frost & Sullivan believes that Pepex and/or its 
partner(s) should ensure that its meter meets all the other “human factors” 
necessary in the meter. Putting a novel cartridge in a “me-too” or low-end 
meter will rob Pepex of the opportunity to get its technology successfully 
adopted.

• Pepex should work to ensure that the Trio meets all the standard 
requirements of meters today but also include other features specifically 
targeting its own sub-population. For example, the Trio should have a large, 
back-list display.

• In addition, the Trio should be much easier to hold and position over the 
test site, since patients using the Trio will be required to manipulate it to a 
much greater degree than existing strip-based meters. Consider adding 
finger grips or notches for patients with poor visibility and arthritis.

Customer Segmentation
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• Frost & Sullivan believes that Pepex can position the Trio to potential 
partners and the general marketplace in a number of different ways

• As a meter for specialized populations

• Type IIs, in particular insulin-dependant Type IIs, should be 
Pepex‟s key customer focus area

• Focus efforts on developing Trio for subset of patients who will see 
the greatest value in the technology, i.e. low-vision, arthritis, 
elderly, pediatrics, disabled, gestational diabetics and “second 
party” testers

• As a back-up or second meter 

• 60% of Type Is estimated to have more than 1 meter

• 48% of insulin dependant Type IIs and 33% of non-insulin 
dependant Type IIs have more than 1 meter

• Second meter commonly same brand as the first, but not always

Customer Segmentation
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• Sell based on economics

• Research shows that approximately 40% of the diabetic market is 
significantly concerned about managing the cost of their strips and 
lancets

• Economic sensitivity is highest among diabetics who:

• Test more often

• Are slightly younger (i.e. usually not old enough to be covered 
under Medicare)

• Are slightly less affluent

• Are less likely to have insurance

• Still up for debate within Pepex as to whether Trio will be the same 
cost to test as current meters or lower. Frost & Sullivan believes 
that if the meter itself will be more expensive, the cost per test 
should be priced slightly lower than what current meters provide 
for. 

• Consider how economic arguments differ with patients, payors and 
distributors. Economic argument will be largely irrelevant to most 
diabetics, but payors could see value. 

Customer Segmentation
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• Sell based on compliance that Trio affords

• Lower cost and simplicity allows for more testing

• Less chance for operator error improves reliability

• Lowers chance for misplacing strips, lancets, lancing devices, etc.

• Less product to stock and ship – inventory benefits

• Trio must have data tracking and reporting capabilities

• As a better integrated meter

• 25% of insulin dependant Type IIs, 12% of Type Is and 13% of 
non-insulin dependant Type IIs use meters with pre-loaded testing 
strips. Number is lower for use of meters with pre-loaded lancets.

• Targeting individuals already using integrated meters

• Slightly less economically-sensitive insulin dependant patients

• Slightly more economically-sensitive non-insulin dependant 
patients

• Slightly more females

• Slightly more affluent

• More likely to have been diagnosed with diabetes for a longer 
period of time

Customer Segmentation
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• Frost & Sullivan recommends that Pepex develop cassettes containing 5 
and/or 25 separate cartridges AT A MINIMUM. Most Type I‟s test 4 to 5 
times a day and most Type II‟s test approximately 12 to 22 times per week. 

• The goal should be to keep the cassette as small as possible so as not to 
impact the overall size of the meter. Replacing the cartridge once a day or 
week should be the goal. 

• In addition, many patients and clinicians would like to see the used 
cartridges stored in the cassette itself without the need for discharging each 
individual cartridge. Having a smaller cassette would make this easier.

Product Design and Applications
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• Frost & Sullivan also believes that the Trio cartridges should be priced at or 
below the costs of the leading strips currently on the market, i.e. between 75 
cents and $1. The vast majority of meters distributed to patients today are 
provided free or at little to no cost. To be competitive and to achieve market 
penetration, Pepex will need to be prepared to adopt a similar strategy.

• 82% of Type Is paid nothing out of pocket for their meters

• 83% of insulin dependant Type IIs and 79% of non-insulin dependant 
Type IIs also paid nothing out of pocket for their meters

• Frost & Sullivan believes the Trio Ultra concept poses significant design 
challenges and is also unlikely to be well adopted in the market in its current 
conceptual state. Frost & Sullivan believes that Pepex should continue to 
focus its attention on the core blood glucose meter technology and not insulin 
delivery at the same time.

Product Design and Applications
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• Stay focused on the patient‟s needs with every design decision

• Screen size should be big and easy to read with a backlit screen

• Meter needs to be easy to use

• Meter must have memory capability according to endocrinologists and CDEs 
who say that is now standard of care

• Clinicians and diabetics require that the meter be usable on both fingertips 
as well as alternate site

• Lancing devices today are adjustable for depth. Will the Pepex cartridge 
design allow for this critical function? What other compromises to the 
lancing function will need to be made to incorporate it into the cartridge, i.e. 
could it still be a gold standard lancing device or will the patient have to 
sacrifice precision and/or comfort to use the Trio?

• Clinicians want to know how reliability of Trio sensors will be measured. 
There is a move toward “no code” or “no calibration” meters and strips. 

• Would sensors have a shelf life or be affected by temperature and humidity, 
like current strips?

Product Design and Applications
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• How would DMERCs and states classify the Pepex cartridge? Is it a “strip” a 
“lancet” or something entirely new that needs its own code (which would 
require a lot of work to obtain.) Pepex might try to push to obtain 
reimbursement under both codes, but also opt to only be reimbursed for the 
strip showing to payors that they now eliminate costs associated with 
lancets.

• Pepex might introduce its cartridges at costs below that of strips, but with 
many BGM manufacturers offering programs to subsidize the co-pays 
patients pay it may not make a difference to patients. Who it will make a 
difference to is the payors. Pepex could have a very compelling argument to 
make to them. If Pepex was willing to provide distributors, such as Liberty, 
with a margin better than that they currently enjoy for conventional strips, 
then it might be able to win favored status with them. However, these 
distributors might resist promoting the Trio if it cuts into their ability to bill 
for lancets, lancing devices and strips to the same degree as in the past.

Product Design and Applications
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• Should Pepex begin negotiations with possible partners at the end of 2009 
when the cartridge/cassette technology and meter blue prints are finalized 
or wait until a finished prototype for the meter is finalized?

• Pushing toward the development of a finished prototype for the entire 
meter will require significant financial investments. In addition, Pepex 
believes some potential partners might actually want to engage with 
the company at an earlier stage of design to jointly develop the final 
meter instead of simply adopting Pepex‟s final design.

• Frost & Sullivan believes Pepex should begin preliminary negotiations 
with potential partners at the beginning of 2010 once it has a proven 
cartridge prototype and meter blueprints. Backed up with Frost & 
Sullivan research demonstrating market potential, a strong case can be 
made to potential partners for a joint development partnership.

• Pepex should still develop a full commercialization plan in order to 
demonstrate to partners its commitment and ability to take the Trio 
fully to market

Product Development at a Crossroads
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• Diabetics strongly prefer that the Trio have the lancet integrated; however, 
there is demand in the market for smaller blood glucose meters. Frost & 
Sullivan believes that room still exists in the market for the Trio Mini concept 
which lacks the lancet, but that Pepex should first introduce the fully 
integrated Trio design. 

• Frost & Sullivan believes that the greatest differentiator of the Pepex 
technology is its biosensor followed closely by the design of the cartridge 
which includes both the sensors and lancet. The core value proposition of 
the Trio is that it is FULLY integrated AND small – two goals that have 
never been successfully achieved in the same meter.

• The Mini design, because it lacks lancing capabilities, is only partially 
integrated and incrementally smaller. As with the Sidekick, users of the Mini 
might complain that the smallness of the meter is eclipsed by the fact that 
they would still need to carry a lancing device with them.

• The Mini design trades off benefits the patient clearly wants (full integration, 
larger meter that is easier to see, hold and use) for benefits that are not as 
important (smaller, less expensive). 

Opportunity Assessment for Trio Mini
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• While Pepex sees the economic benefits to the Mini in a lower COGS for the 
meter and cartridge, much of that value is unlikely to be passed on directly 
to consumers unless Pepex exclusively targets uninsured patients – an 
unattractive, niche market already heavily saturated with small, inexpensive 
meters and heavily dependant on retail channels.

• Frost & Sullivan also sees the potential for reduced accuracy in the Mini 
compared to the Trio since it again introduces the “human element” into the 
testing protocol. It would also require the patient to align the tip of the Mini 
with the blood dot on the skin which might actually be even more 
challenging than doing the same thing with a smaller, flatter, more flexible 
strip that was independent of the meter itself.

• In summary, Frost & Sullivan continues to believe the Mini holds a place in 
the Pepex portfolio, but does not believe it should be aggressively developed 
at this time. Frost & Sullivan would advise Pepex to proceed with developing 
the fully integrated Trio and wait to see if partners or early adopters suggest 
a need for a Mini design.

Opportunity Assessment for Trio Mini



152

Opportunity Assessment for Trio Mini

Drivers Restraints

Meter size half that of standard Trio Meters can sometimes be too small for ease of use. 
Limited incremental benefit of size relative to 
tradeoffs.

Ability to store more sensors (~50) Diabetics may see little incremental difference in a 
cassette with 25 vs. 50 sensors

Lower cost of meter Most customers receive meters for free already 
making meter costs irrelevant in most situations

Lower cost of cartridge (50 cents 
each)

Might appeal to payors, but most customers have 
strips and lancets covered in insurance  and do not 
care about costs as long as it does not impact 
them personally

Ability to use existing lancing system Not fully integrated (w/ lancing capabilities)

Ability to reuse lancets Lancet costs are very low already and of negligible 
impact

Appeal to niche market of 
economically sensitive users

Small, dog market dominated by low-cost meters 
and strips manufactured in Asia. Pepex should 
focus on a higher-end market initially.
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• For more information on how Frost & Sullivan’s Healthcare & Life 
Sciences Consulting team can meet your custom consulting needs, 
please contact:

• Charlie Whelan

• Director of Consulting

• Healthcare & Life Sciences Consulting

• (210) 247-2436

• cwhelan@frost.com

Contacts

• Jilian Toler

• Account Executive

• Healthcare & Life Sciences 

• (210) 247-3861

• Jilian.Toler@frost.com
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