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Less than one year ago if we suggested that the EHR market was not dead, that there was a significant new mar-
ket emerging out of practical needs, and driven by technological innovation, it would have raised a lot of eye-
brows. But indeed that is exactly what is afoot in the market today. 

We are at the beginning of a second EHR land grab. This time it will not be fueled almost exclusively by federal 
stimulus dollars, but instead it will be driven by much better technology, changing market conditions, and more 
thoughtful software acquisition strategies.  This second land grab is mostly a replacement market -- we expect 
about one-third of current EHR installs coming under the gun immediately. However, our research finds that 
there is still a lot of innovation in the pipeline and delaying replacement for at least 12-18 months may make 
sense for reasons we discuss below. 

Discussion
The first EHR land grab was well intended but completely misaligned. EHR vendors rushed to market, chasing fed-
eral stimulus funds with very immature and cumbersome 1980s technology. Customers (i.e. the providers) were 
relatively unsophisticated often simply buying what the physician practice down the street had bought to secure 
stimulus dollars and meet government mandates. The actual software, and business and clinical impacts of EHR 
products, were secondary concerns.

Now that clinicians have worked with the technology, HCO management is experiencing a significant and justifia-
ble push-back from these users. Doctors rationally hate spending so much time on documentation (much of it tedi-
ous and repetitive) and the clinicians and informaticists that are supposed to use this clinical information are recog-
nizing that the data that is captured is frequently inaccurate, incomplete, hard to access, and poorly presented.
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EHR shortcomings will become a central theme in HIT over the next one to two years. By 2015, in order to address 
new clinical, financial, and regulatory pressures, third-party plug-ins (e.g. speech, point-of-care analytics, patient 
engagement, and hosting solutions) will begin pervasively augmenting clinical documentation capture and retrieval 
processes and workflows. By 2017/2018, current EHRs will be unrecognizable. By then we expect an emerging crop 
of new vendors to have successfully challenged the status quo.
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Opportunities Challenges Value Proposition

One-third of EHR installed 
base rolling over

EHR will continue to be a 
crowded market in near term

Lower costs

Competitors not keeping up 
with MU2, ICD-10, etc.

Investment capital scarce Higher productivity

Current installed EHR drain on 
productivity

In next round, prospects do 
more thorough testing of EHR

More attention to the patient

Many vendors being acquired 
-- product retired or left behind

Contracts will be picked apart Lifestyle recovery

Table 1: Market Opportunities and Challenges

The other major disrupting forces to the status quo EHR market will be the inability of many EHR vendors (majority 
are small vendors targeting the ambulatory market) to keep up with future Meaningful Use certification require-
ments, and failing business models, which unfortunately economize on end-user support. There is also a good 
chance the incumbent EHR vendor has been, or will be, acquired.

Where the Action is

The big opportunity, and where we expect to see most innovation, is in the small and mid-sized ambulatory sector. 
For these providers, heavy-weight, rigid, and expensive solutions are simply unworkable.  Small providers are also 
not as deeply in bed or at least dependent upon their EHR vendor as the large HCOs are with the large EHR ven-
dors. In fact, it is not too unkind to call the small provider to EHR vendor relationship as hit-and-run.  Plus, for the 
most part, we do not see the large vendors really rethinking their business strategy or technology in the near term.

On the other hand, small and medium ambulatory groups are owner-operated, do not care about internal politics, 
and are looking for better, less expensive technology -- less expensive to buy, to use and maintain. The EHR innova-
tors, like the target market, are mostly smaller companies as well. 

In the Pipeline

Future EHR innovation will center around driving productivity and keeping costs down. These new systems are 
more modular, graphical in nature, and natively mobile -- Citrix or Windows on tablets do not count. The EHR of the 
future is not based on screen-forms or menu-centric design concepts. The key requirement is to dramatically re-
duce the time a clinician spends documenting an encounter, reaching a goal that 90% of all encounters are docu-
mented in under one-minute. 

Analytics is not an afterthought in these more modern EHRs, and a lot of “smarts” gets baked into the applications 
from inception. They are all developed on cloud technology and delivered using SaaS (software as a service) busi-
ness models. To keep costs down much of the infra-structure is based on open source technology and freely avail-

able SDKs and IDEs (soft-
ware design kits and 
integrated development 
environments).

The nascent and evolving 
group of EHR vendors 
taking on this changing 
market have a definite op-
portunity to upset the ap-
ple cart and drive real val-
ue for providers. However 
the challenges are not 
easily overcome and the 
selling strategy will be 
quite different from the 
last round of major EHR 
adoption. (Table 1).
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On the Hunt 

We are on the hunt for the leading vendors in this new wave of EHR products. On the fringes of the market we al-
ready see some good prospects and an exciting pipeline. These innovative and lower costs solutions first adopted 
in the ambulatory market will eventually invade the large HCOs and IDNs over time -- we give the large EHR ven-
dors 2-3 years to get their acts together. It will be hard for them, but fatal if they do not. By the end of the year we 
should be ready with a full market report on these EHR upstarts.

Next Steps
Providers of all sizes need to face the simple fact that their installed EHR is not living up to expectations. Clinical 
documentation is taking too much time and the data is not close to accurate and complete. Once the data is in the 
EHR, it is often like a deposit only system; you can make a deposit (adta/entry) but it is nearly impossible to extract 
and use in any meaningful way. 

Digital systems can be easier and faster than paper. Digitial systems, if architected correctly can also deliver tre-
mendous value via data analysis (analytics) to drive decision support. Now is the time to create a “future-EHR” 
team. Begin collecting detailed productivity measures (i.e. activity based costing) and follow the innovations that 
are beginning to roll into the ambulatory market over the next 12-18 months. It only takes only a few minutes a 
day, maximum to stay track of these developments. Chilmark Research is digging deep into this arena in the com-
ing year. Expect to see plenty of trend monitors on this subject, and a thorough EHR market research report in 
the fourth quarter of 2014. 
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