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The decision
On October 23, 2024, Quest Diagnostics had just reported a year of rapid expansion. In less
than ten months, it had acquired laboratory businesses or selected assets in several markets
and specialties. One day earlier, CEO Jim Davis said Quest was on track to complete eight
acquisitions by year-end. The 10-Q filed that day recorded $45 million of companywide
restructuring and integration charges for the first nine months, including $21 million of
employee separation costs. It did not allocate those charges to the named acquisitions. [S1,
MD&A, “Invigorate Program,” p.31; S2]

For this case, assume a hypothetical executive integration committee must recommend an
operating model for Quest’s 2025 integration work and set conditions for accepting further
deals. How much should Quest standardize and consolidate the businesses it has acquired?
Where should it preserve local operations and decision authority? How should its integration
plan affect the pace and criteria for further acquisitions?

The options carry different risks. Faster consolidation could remove duplication and apply
Quest’s national systems and purchasing scale. Preserving more local operations could help
maintain customer relationships and service continuity during transitions. A staged approach
could sequence changes by function and market, but might delay savings and add governance
work. Students have no private data on synergy targets, test-level service performance, staffing
plans, or deal-level integration costs.

A network business with local obligations
Quest describes itself as a national provider of diagnostic information services. Its 2023 annual
report says the company serves about one-third of U.S. adults annually and approximately half
of U.S. physicians and hospitals. Its network includes laboratories, patient service centers,
phlebotomists in physician offices, logistics, customer support, billing, and digital tools. Test
requisitions vary in their number of tests, payer, and business mix; the company uses
requisition volume and revenue per requisition to analyze performance. [S3, Item 1, pp.3-4; S1,
MD&A, HTML lines 1359-1360]



Strategy & Finance  |  S&F-STR-469 2

The scale model competes with relationships close to patients and clinicians. Quest identified
Laboratory Corporation of America Holdings (Labcorp) as its largest commercial clinical
laboratory competitor. It also competes with large physician practices, hospital-affiliated
laboratories, providers of consumer-initiated tests, and newer testing technologies. Quest noted
that hospital acquisition of physician practices can strengthen ties between clinicians and
hospital laboratories, while reimbursement pressure may change hospitals’ own approach to
laboratory services. [S3, “Competition,” pp.16-17]

The work is not uniform. Routine, high-volume tests may be routed through a broader network;
time-sensitive, specialized, or locally ordered tests can place different demands on laboratory
location, collection access, clinical coordination, and turnaround. Quest’s public filings do not
disclose acquired-site service baselines or planned test-routing changes for most of its 2024
acquisitions.

Expansion in 2024
Quest’s acquisitions varied in geography, size, and operating scope. LifeLabs brought a
Canadian community laboratory platform and digital health connectivity. The Allina and
OhioHealth transactions involved selected health-system laboratory assets, not the acquisition
of either entire health system. Quest also bought a laboratory business from three New York
physician groups and two specialty businesses. [S1, Note 5, pp.11-14; S4-S6]

Exhibit 1. Selected 2024 acquisition activity known by the cutoff

Business or assets Status by 23 October 2024 Publicly disclosed terms and scope

Lenco Diagnostic Laboratories Closed 12 February Selected assets; $111 million cash

PathAI Diagnostics Closed 10 June Selected anatomic and digital
pathology assets; $100 million cash

LifeLabs Closed 23 August 100% of equity; about C$1.35 billion
(approximately US$1 billion), net of
cash acquired. LifeLabs contributed
$74 million to Quest consolidated
revenue from closing through 30
September.

Allina Health Closed 16 September Selected outreach laboratory assets;
$230 million cash; serves providers
and patients in Minnesota and
western Wisconsin

Three New York physician groups Closed 30 September Their laboratory business; $300
million cash

OhioHealth Closed 13 October Selected outreach laboratory assets;
$200 million cash

University Hospitals, Ohio Agreement announced in August;
pending at cutoff

Quest agreed to acquire the health
system’s outreach laboratory
business, subject to customary
closing conditions; expected to close
in Q4 2024

The first five transactions appear in the 10-Q’s nine-month acquisition disclosure, which reports
aggregate purchase consideration of $1.8 billion, net of cash acquired. OhioHealth closed after
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quarter-end and is separately described in the filing’s subsequent-events note. These
transaction disclosures do not provide a common set of standalone revenue, margin, staffing,
service, or synergy data. [S1, Note 5, pp.11-14; Note 14, p.28]

The OhioHealth announcement illustrates one possible operating design. Quest said most
outreach testing previously performed by OhioHealth would be provided by Quest’s full-service
laboratory in Pittsburgh. OhioHealth would continue to own and operate its hospital laboratories
for inpatient and hospital-based outpatient care, as well as anatomic pathology and oncology
services. The release states the companies’ access and affordability goals; it does not report
post-transition results. [S6]

LifeLabs represents a different integration challenge. Quest described the Canadian company as
having a strong business and deep community presence, and pointed to its own specialized
testing skills, science, and technology. These are management’s strategic claims, not
independent evidence of realized growth or savings. The 10-Q’s preliminary purchase-price
allocation included $300 million of goodwill and $434 million of identifiable intangible assets for
LifeLabs. [S1, Note 5, pp.12-14; S4]

Growth and execution signals
Quest’s third-quarter revenue grew as acquisitions and the base business contributed. Reported
revenue, margin, and volume measures tell different stories.

Exhibit 2. Quest Diagnostics, third quarter 2024

Measure Q3 2024 Q3 2023 Year-over-year change

Total revenue $2.488bn $2.295bn +8.5%

Diagnostic Information
Services revenue

$2.427bn $2.228bn +9.0%

Requisition volume - - +5.5%

Organic requisition volume - - +0.5%

Revenue per requisition - - +3.3%

GAAP operating income $330m $342m −3.3%

GAAP operating margin 13.3% 14.9% −1.6 percentage points

Adjusted operating margin 15.5% 16.6% −1.1 percentage points

Quest attributed the quarter’s revenue growth to organic growth, recent acquisitions, customer
wins, and expanded business with physicians and hospitals. For Q3, recent acquisitions
contributed approximately 4.4% to Diagnostic Information Services revenue and approximately
5.0% to its requisition volume. The company also said its Invigorate program aimed to deliver
3% annual cost savings and productivity improvements, partly offsetting inflation and
reimbursement pressure. Its focus areas included patient services, logistics, laboratory
operations, revenue services, information technology, and procurement. [S1, MD&A, HTML lines
1415-1418, 1573-1575; S2]

The nine-month $45 million of restructuring and integration charges sits alongside this work,
not as a measure of the named acquisitions’ cost. The filing says the amount included $21
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million of employee separation costs, with the remainder including integration costs. Note 4’s
$21 million restructuring-and-impairment total is that employee-separation component, not an
additional $21 million. Quest said most charges would result in cash expenditures and that it
could incur additional charges. [S1, MD&A, “Invigorate Program,” p.31; Note 4, pp.10-11]

Exhibit 3. What is known-and not known-about the integration choices

Decision dimension Public evidence by the cutoff Information not disclosed in the
sources used

Scale and cost Quest’s network, a stated Invigorate
savings target, acquired operating
footprints, and $1.8bn aggregate
nine-month acquisition consideration

Deal-level savings targets, integration
budgets, site-level cost curves, and
realized synergies

Testing and service OhioHealth outreach transfer plan to
Pittsburgh; Allina and LifeLabs
regional/community scope

Acquired-site turnaround, specimen
routing, access changes, complaints,
quality measures, and service
baselines

People and local knowledge Quest reported employee separation
costs within broader restructuring
and integration charges

Acquired-workforce counts, retention
plans, vacancies, local decision rights,
and employee experience

Growth Q3 organic growth and acquisition
contribution; company said eight
acquisitions were expected by
year-end

Standalone acquired-company
growth, acquisition-level margins,
incremental customer retention, and
the remaining integration capacity

Quest’s 2023 annual report describes a competitive market affected by new testing technology,
consumer-initiated testing, physician-group scale, hospital-affiliated laboratories, and payer
reimbursement pressure. It does not establish that acquiring lab operations is the only way to
respond. [S3, “Competition,” pp.16-17]

Assignment
Prepare a recommendation for the hypothetical executive integration committee. Choose an
integration posture and explain how it would apply differently, if at all, to LifeLabs, Allina,
OhioHealth, and the other acquired businesses. State which functions you would standardize
first, where you would retain local decision authority, and what evidence would trigger the next
stage.

Address whether Quest should continue its announced acquisition pace while the 2024
businesses are being integrated. If you would change the pace, specify the operational and
financial milestones that should govern when a new deal can proceed. Your recommendation
should include measures of both economic performance and customer or clinical service; do not
assume that revenue growth, acquisition count, or lower cost alone establishes success.
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Discussion questions
1. Which capabilities or activities are most likely to benefit from standardization across these

acquisitions? Which could lose value if moved too quickly?

2. What should Quest integrate first, and what should remain locally managed during the first
year?

3. Should Quest maintain its current deal cadence? What integration-capacity gates would you
require before accepting another acquisition?

4. How would you measure value creation without confusing acquired revenue, cost savings,
service quality, and one-time integration charges?

5. What evidence would cause you to accelerate, pause, or reverse the integration plan?
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pp.16-17.
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• S5. Quest Diagnostics, “Quest Diagnostics Completes Acquisition of Select Lab Assets from
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This case uses only information available through the stated cutoff. Company goals and
estimates are attributed; no post-cutoff acquisition or integration outcomes are included.
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