23andMe files for Chapter 11 bankruptcy as co-founder Anne Wojcicki steps down
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Anne Wojcicki, co-founder and now former CEO of 23andMe, has found her company at a critical juncture, as the genetic testing firm filed for Chapter 11 bankruptcy protection on Monday. This announcement marks a significant development in the company's history, which saw it evolve from an innovative Silicon Valley start-up to a publicly traded unicorn with a valuation of nearly $6 billion, before plummeting to a market valuation of approximately $48 million as of this week. 
The filing took place in the US Bankruptcy Court for the Eastern District of Missouri, where 23andMe intends to expedite a sale process to maximise the value of its business. Wojcicki, who stepped down earlier, reportedly holds a 20% stake in the company and is poised to participate as a bidder in the forthcoming auction of its assets, which could potentially attract various parties interested in the lucrative but challenging market of genetic testing.
Despite boasting a subscriber base of 15 million users and innovative at-home genetic testing capabilities—allowing customers to send saliva samples for analysis—23andMe has struggled to establish a sustainable business model. The company faced stagnating revenue, hovering around $200 million annually, against rising operational costs. Compounding these issues was a failed telehealth initiative that cost the firm $400 million in an acquisition, and significant challenges within its drug development division, which was marred by high expenses and minimal successes, despite collaborations, including one with pharmaceutical giant GlaxoSmithKline.
An alarming factor contributing to its financial difficulties includes a significant liability stemming from a data breach in 2023, which exposed personal genetic information of users, prompting a $30 million settlement and potential further liabilities. The breach has raised serious concerns regarding the security of sensitive health data and has been felt deeply by customers, some of whom may have unwittingly placed their families at risk by sharing their genetic information.
As 23andMe navigates the Chapter 11 process, the company has indicated that it will operate as normal throughout the sale period, assuring customers that there would be no alterations to data management or protection measures. However, amidst the financial upheaval, there is apprehension about the future of the vast trove of genetic data amassed over the years. 
Experts have noted that the potential sale of 23andMe's data could attract interest from AI companies seeking high-quality datasets to advance their algorithms. Subodha Kumar, a professor at the Fox School of Business at Temple University, was quoted saying, “Data is the new oil—and this is very high quality oil,” emphasising the allure of such genetic data in the increasingly competitive landscape of AI development. However, the sale of user data raises profound ethical concerns, as many customers engaged in ancestry testing may not have envisaged their genetic information being used for purposes other than what they initially consented to.
The uncertainty surrounding the fate of user data has prompted state officials, including California Attorney General Rob Bonta, to advise 23andMe users to consider requesting the deletion of their data and the destruction of genetic samples, as is their right under state law. As the situation evolves, questions linger regarding the ultimate handling of the data repository and the responsibilities of any entities that may acquire it. 
With a stark contrast between the promise of personalised medicine heralded by advances in genetic research and the current realities of consumer data rights, the case of 23andMe underscores the challenges facing companies at the intersection of technology and personal data in a rapidly evolving landscape.
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