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Revitalizing 
Medical Care
The search for ubiquity in a broken system.

By Geoff Calder and Nadeem Nathoo

With more than a third of hospitals in the United States 
operating at a loss and many more unable to serve all the 

patients that come through their doors, it appears that disaster 
is looming within the American healthcare system. While many 
consider growing healthcare costs and wait times to be stale news, 
the burden will only amplify as the population ages and chronic 
disease cripples an already broken system. 

Over a decade ago, electronic health records (EHRs) were 
identified as a potential solution. They helped reduce inefficiencies 
of traditional healthcare processes by eliminating duplicate 
procedures, reducing lead times between physicians, and enabling 
consistency in decision-making—reducing the number of medical 
errors. It has been estimated that total drug costs can be reduced by 
18% and total lab test costs can be decreased by 15% immediately 
if full software integration is attained. More importantly, it is 
estimated that annual claims could be reduced by as much as $80 
billion if nationwide adoption is achieved, due to the improved 
treatment of chronic disease patients who account for nearly 80% 

of all claims. At the Brigham and Women’s Hospital in Boston, 
annual savings of over $8 million and a 55% drop in medical errors 
were achieved through this initiative.

By 2008, a handful of countries, including Sweden, had established 
centralized systems to which all physicians, hospitals, and 
pharmacists had access. Simultaneously, nearly 90% of Swedish 
domestic institutions were in the process of adopting these systems 
into their daily operations. The Obama Administration hoped to 
drive comparable results through the HITECT Act, which made 
as much as $44,000 in total incentives available per physician for 
the adoption of EHRs. Health Information Exchanges (HIE) were 
developed, mainly by non-profit organizations, to digitalize and 
centralize patient information. However, unlike in Scandinavia, 
efforts to merge new information into legacy systems remained 
stagnant. Fewer than 20% of American physicians had made any 
effort to incorporate new resources into their practice

Experts have not universally identified why adoption has failed 
in American institutions. Some experts have focused on key social 
differences: the American stigma surrounding personal privacy or 
the change-resistant nature of physicians trained in the U.S. Others 
have focused on economic differences like the cost sensitivity of 
American clinics, which are generally smaller than their overseas 
counterparts. What has largely been ignored in industry journals to 
this point is the structure of the market’s value chain. While state-run 
healthcare institutions shoulder the financial burden in socialized 
healthcare systems, the private system is more complex.  Private 
healthcare institutions have incentive to reduce inefficiencies in 
order to improve treatment time and quality, however the cost of 
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any inefficiency can simply be passed on to the patient—who then 
is able to transfer the costs onto insurance companies. 

The impact on insurance companies has been catastrophic. Fueled 
by rising deductibles, premiums have increased by 113% since 
2001. The risk to insurance companies is that corporations, the 
stakeholders who pay the majority of the premiums in the U.S., are 
increasingly looking to self-insure. Therefore, insurance companies 
have the most financial incentive to fix the current healthcare 
system. When a patient is unable to get an appointment because of 
duplicate procedures across the industry or they are misdiagnosed, 
that patient is more likely to show up in an emergency room 
weeks later incurring a larger medical bill.  Unfortunately, market 
conditions make it difficult for the insurance companies to 
develop and implement a solution themselves. Competitors are 
too fragmented to generate industry-wide buy-in and hosting a 
medical solution would be a far cry from their core competencies. 

The Missing Link

An opportunity exists, however, for healthcare-driven software 
as a service companies (SaaS). Following a “freemium” model, a 
SaaS provider could charge insurance companies for the use of 
the EHR system, while medical institutions access the service for 
free, with the intent of achieving an illusive key success factor: 
ubiquity. This new model provides SaaS companies with a growth 
opportunity, allows insurance companies to realize savings in the 
form of reduced claims, and addresses the financial reluctance of 
the health institutions that can now afford to incorporate the HIEs’ 
patient data. 

A software company that charges insurance companies, rather than 
healthcare institutions, has the ability to drive ubiquity because:

• Insurance companies provide immediate access to a network 
of health institutions, physicians, and pharmacies that software 
companies would traditionally not have.

• As the payer of over 80% of 
medical treatments in the U.S., 
insurance companies have the 
power to incentivize healthcare 
institutions to adopt and integrate 
the system provided. 

• Providing the solution at no 
charge to the institutions makes it 
commercially viable for practices 
and pharmacies of all sizes. 

Industry precedent has indicated 
that insurance companies would 
be willing to pay for or internally 
develop this type of service.  A 
handful of companies, including Aetna, have attempted to push 
their own EHR solutions to physicians in order to better manage 
their claims. However, recent legal action taken against United 

Health, an insurance provider, explains why it may be difficult for 
an insurance company like Aetna to scale their own solutions. They 
were sued shortly after the acquisition of Ingenix, a healthcare 
analytics application, when it was determined that they had 
manipulated customer information. This precedent will make it 
difficult for anyone other than a third-party vendor to provide this 
type of product directly. 

Fortunately, there are a variety of third-party vendors who are well 
positioned to expand. Epic, the leading EHR software solution, has 
a comprehensive product they could market by targeting insurance 

firm subscriptions. NexJ Systems, a 
Canadian customer-centered solution 
that has been successfully modifying 
the behaviors of individuals, could 
also be scaled to reduce the burden 
on providers by increasing personal 
accountability. CRM companies like 
Salesforce.com could also leverage 
their core competencies to expand 
into this space. They have successfully 
managed sensitive information over 
the cloud in the past and have been 
struggling to find lucrative growth 
opportunities through enterprise 
solutions, evidenced by their 
decelerating increase in new billings 
subscriptions. Regardless, a supplier 

who is operationally independent of an insurance company has the 
ability to protect patient records from misuse and alleviate privacy 
concerns. 

EHR Adoption vs. Preventable Deaths

Preventable Deaths

Source: The Commonwealth Fund
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The impact on insurance companies 
has been catastrophic. Fueled by 
rising deductibles, premiums have 
increased by 113% since 2001. The 
risk to insurance companies is that 
corporations, the stakeholders who 
pay the majority of the premiums in 
the U.S., are increasingly looking to 
self-insure.
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Forging the Solution

Proper implementation of this business strategy will be the 
lynchpin since the technology is not new. This proposal simplifies 
execution by aligning each member of the value chain with the 
processes over which they have control:

• Those responsible for paying claims are now accountable for 
promoting cost synergies at the institutional level; and

• Software companies are responsible only for the solutions, not 
driving adoption in an unfamiliar industry. 

By shifting accountability to the insurance companies, 
implementation can also be accelerated. Incentives, like discounts 
on premiums or rebates, could be awarded to patients who are 
treated by EHR-enabled facilities. These programs would penalize 
facilities that have not attempted to fully integrate the system by 
shifting demand. This redistribution of patients would eventually 
reduce profits and reduce government funding for the institution.  
In the American system, these healthcare institutions will need to 
adapt to market pressures in order to survive.

In Critical Condition

The value of an EHR system is the interconnectedness that it 
provides and the ability to streamline workflow. As more members 
tap into the same system, greater cost synergies can be realized. 
Until a critical mass is achieved, there is little incentive for 
institutions to adopt the technology. A similar situation occurred in 
the retail industry with the adoption of Universal Product Codes. 
During the 1970s, faced with withering profits and rising labour 
costs, supermarkets looked to the barcode as the way to govern 
food price inflation by automating retail checkouts. Early adoption 
was anemic. They suffered from the same inhibitive truth: that 
their usefulness required adoption by the critical mass to create 
value. Today, barcodes are scanned 5 billion times per day and save 
consumers, retailers, and manufacturers over $300 billion each 
year. The turning point came in the early 1980s, nearly 30 years 
after the barcode had been invented, when an ad-hoc committee 
of retailers forced manufacturers to collaborate on a standard. In 
healthcare, the insurance companies are the ones positioned to 
catalyze a similar change.

EHRs present a significant opportunity to the healthcare industry, 
but the history of the barcode illustrates that a standard needs to 
be created when there is no financial incentive for individuals to 
adopt the technology alone. In retail, the manufacturers waited 
for the retailers to demand a solution. If someone upstream had 
managed to provide a ubiquitous solution earlier on, the barcode 
design rights may not have opened up to competitive tender, and 
one firm may have been able to lay claim to a larger portion of the 

Before EHR Implementation

After EHR Implementation

The Potential of EHR

savings. Conceivably, healthcare institutions could do the same. 
The risk is immense, but surely RCA, Singer, Pitney-Bowes, IBM, 
and the rest that were vying to design the barcode would agree 
that letting the opportunity pass cost them the accreditation of 
revolutionizing the world. 
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