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What a difference a year makes - or does it?

Our 2nd annual survey on the 2018 demand environment for healthcare IT holds a couple of surprises, but
also confirms that the fundamentals of the market haven't changed all that much. The bottom line is this:
the transition to value-based care continues unabated and is expected to be the main driver for technology
spend in 2018.

When we did our inaugural survey last year, the Presidential election happened right in the middle of the
Paddy Padmanabhan survey. We saw an interesting shift in the responses, with a large majority of respondents citing the results
CEO, Damo Consulting Inc of the election as a huge risk for the healthcare markets.

Follow me @paddypadmanabha
They were right.

The G.0.P tried repeatedly to repeal the ACA, without success, but succeeded in undermining confidence in
aspects of the ACA, such as the individual exchange markets. At least one major IT services company has
been seriously impacted by the uncertainty around the ACA exchanges.

However, fears of large-scale disruption expected from the election of Donald Trump as President seem to have faded over the year. On the
contrary, the survey responses reinforce the shift towards value-based care as the main driver for growth. Data and analytics shows up as the
single biggest spend category, surpassing digital health which was the # 1 spend category in last year's survey. The increasing focus on Al and
cognitive in unlocking insights to drive improved healthcare delivery may be a factor in this shift.

Respondents report continued struggles with long sales cycles, and have identified enterprise readiness for new technologies, insufficient or
unproven ROl on new solutions, and ongoing interoperability challenges as headwinds. The rise of non-traditional players in healthcare (AWS,
Apple and Google) is widely expected to impact the competitive environment in 2018.
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The CIO remains the single most important stakeholder in technology buying decisions, and customer referrals remain the primary source of
leads for new business among our survey respondents. Interestingly, respondents seemed to have lowered their assessment of the importance
of influencers in driving new business opportunities. Our survey indicates that tech firms are planning to invest more in branding initiatives and
step up inbound and outbound marketing efforts in 2018.

With the entire healthcare sector in a state of flux, structural changes in the industry, including M&A and consolidation among technology
providers, are seen as important factors that will impact the competitive environment.

Despite the challenges, the majority of our survey respondents expect to see growth in healthcare, with a quarter of the respondents targeting
30% or more in growth in 2018.

Responses to our survey this year came from a wide range of technology firms, from global brands to VC-funded digital health startups. The
overall takeaway for this year is that healthcare remains an attractive sector, however concerns about the policy environment, competitive
landscape and long sales cycles will continue to be a drag in achieving growth objectives.

We hope you find this report useful. Write to me at paddy@damoconsulting.net with your comments or questions.

Sincerly,

et

Paddy Padmanabhan
paddy@damoconsulting.net
Jan 24 2018
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What is your biggest challenge in achieving your growth objectives in
healthcare?

Weak demand for IT solutions -
52
6o

Long sales cycles 0

Product/service differentiation © The biggest challenge in achieving growth objectives in

Brand visibility and reach Healthcare IT is long sales cycles (60.5%)

Pipeline and demand generation

Other ‘
P

0
—
(@)

o

© Other significant challenges include pipeline and
demand generation (36.8%) and brand visibility and
reach (31.6%)

© Demand environment is not the issue: just 5% of
respondents felt weak demand for IT solutions as their
biggest challenge

Note: Respondents had options to select up to two choices
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Which of the following are the biggest drivers of technology spending in
healthcare in 2018?

Enterprise digital

transformation 40.31%

Patient engagement

and care management 57.89% © Value-based care initiatives (60.5%) tied closely with

. patient engagement and care management initiatives
Population health

management (57.9%) as the major drivers of technology spending in
Value-based care 2018
Initiatives
Cybersecurity and © While IT and data security remain big concerns for
ransomware

healthcare, a significant portion (39%) of the respondents

M&A 10.53% considered cybersecurity and ransomware to also be

drivers for technology spend

Other 10.53%

0% 10% 20% 30% 40% 50% 60% /0% 80%

Note: Respondents had options to select up to two choices
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Which technology areas will see increased spend in 2018?

Data
and
analytics

Al/cognitive
Eat?h © Data and analytics was by far the single biggest area
are)gl?cations identifled by respondents (76.3%) for increased
Interoperability technology spend in 2018
E'eclttrﬁmc Internet
ea
Records ?Lings Cloud © Nearly half (47.4%) of respondents believe that Al and
(EHR) Automation (10T) migration cognitive will witness an increase in spend in 2018,
followed by digital health (44.7%)

Blockchain

15.79% 47.37% 36.84% 21.05% 447 4%

Note: Respondents had options to select up to three choices
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What are the biggest headwinds (obstacles) for growth in healthcare IT
spend?

Cost of maintaning existing technology
investments (e.g EHR)

Enterprise readiness for new technologies
Enterprise profit margin pressures

Risks associated with new technologies
Insufficient/Unproven ROl on new IT solutions
Data quality issues

Interoperabllity challenges

Cyber security and data privacy concerns

© A majority (60.5%) of respondents considered a lack of
enterprise readiness for new technologies to be the
biggest headwind for growth in healthcare IT spend

Other my © 50% respondents believe interoperability challenges to
/_0 be the second biggest obstacle in the IT spend growth in
& healthcare
N
© 47.4% respondents indicated insufficient/unproven ROI
50.00% on new IT solutions as a headwind for growth

18.42%

Note: Respondents had options to select up to three choices
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What is the growth forecast for your company in the healthcare sector in
2018?

Grow
10-30%

© A majority of the respondents are looking at growth in
healthcare. A little over half (52.6%) expect 10-30%
growth , and a quarter (26.3%) are confident of more
than 30% growth in healthcare in 2018

Growth

under
10% © A small percentage of respondents (5.2%) expect to see

a negative growth in healthcare

Decline

26.32% 52.63%
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What is your company’s focus on the healthcare market in 2018?

We are exclusively focused on healthcare

Healthcare is one of our highest focus areas

© While our respondents were all invested in healthcare
markets, we wanted to understand how healthcare
stacked up against other parts of the company in terms
of focus. An overwhelming majority (79%) of
respondents said they were either exclusively focused
on healthcare or that healthcare was one of their highest

Healthcare sectorranks the same as the
other sectors we are focused on

focus areas
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What will impact the competitive environment in 20182 (Rank hy
importance: 1 being most important, 4 being least important)

3.0 —
2.5

2.39

Pursuit of Growing M&A,

market share iInfluence consolidation

growth among of major EHR among

existing vendors  technology

vendors eg.Epic, providers
Cerner

DAMOINTEL

The rise of non-traditional players in healthcare (AWS,
Apple and Google) is the most important factor (36.8% of
respondents) impacting the competitive environment in
2018

According to 31.6% of respondents, M&A and
consolidation among technology providers (31.6%), the
growing influence of major EHR vendors (31.6%), and

Rise of
non-traditional pursuit of market share growth among existing vendors
players (31.58%) were seen as equally important factors driving
(e.g. Amazon the competitive environment
Web services,
Apple, Google
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What do you expect will be the primary source of new business for you

in 20187
100% 50.00%
90% Customer and influencer referrals are seen as the
80% primary source (50%) of new business in 2018
70%
60%
50% 29.0% respondents believe inbound and outbound
40% marketing efforts will contribute more to new business
30% opportunities in 2018
20% ~
18/0 ’ A smaller percentage (13.2%) believe that endorsements
%
Customer Endorsements  Inbound and Events and from analysts and research firms such as Gartner and
and from analysts outbound  conferences Forrester will be a source of new business opportunities.
influencer and research marketing
referrals firms (e.q.
Gartner Magic
Quadrant)
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What do you plan to do differently this year?

Invest more in
- branding and visibility

Invest in new offerings and
capabilities

78.95%
Enter into strategic alliances
Acquire other firms

Invest more in
57.89% analyst/research firm
relationship

Note: Respondents had options to select up to two choices
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o 79.0% of respondents say they will invest more in new
offerings and capabilities in 2018 to deliver greater
value to customers and their consumers

°60.5% respondents say they will enter strategic
alliances in 2018.

o 97.9% respondents will invest more in branding and
visibility
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Who is the primary decision maker for your solutions/services in your
client organization?

23.68% | Clo

B CFO

CTO

CMFO © The CIO remains the most important decision maker
(23.7%) for technology solutions/services in their client
organization. However, other titles are gaining
7 Chief digital officer importance, such as CFO, CTO and CMIO

10.53% [l Chief medical officer

5.26%

Chief Innovation officer
7.89% ]

7 89% Other
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How do you describe your company?

I Global technology solutions and I Healthcare consulting firm

services firm _
Advanced analytics firms

B Other

B Global management consulting firm

Digital health company

Population health management company
© The survey had 38 unique respondents

Business process services firm

B IT consulting firm © 50% of the participants were global technology solutions
and services firms

© Other major categories of respondents were population
health management (PHM) companies (18.4%) and
Advanced analytics companies (15.8%)

Note: Respondents had options to select up to two choices
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What is your company's expected revenue from healthcare in 20187

<T million 10.53%
1-10 million 28.95% © A little under a third of the respondents (29.0%) reported
their company's revenue to be USD 1-10 million in 2018
11-50 million
. 8% |
£1-100 million © 15.8% of respondents were large firms that expect their

company's revenue to be over USD 500 million in 2018

2071-500 million 13.16%

15.79% © 10.5% of respondents were small solution providers with
annual revenues less than USD 1 million

More than
500 million

| | |
0% 5% 10% 15% 20% 25% 30%
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Please indicate your position In your company.

B CEO/ Head of SBU Technology/operations
I Head of healthcare business Other

Marketing/sales

23 _660/0
7 39%

© Nearly a third (31.57%) of the respondents in the survey
were CEO/BU heads or head of healthcare businesses in
their companies

O 44 7% of respondents were in the sales/marketing
function
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About Damo Consulting

Damo Consulting Is a healthcare growth advisory firm that works with healthcare enterprises and technology
firms. We enable market growth strategies, specialize in thought leadership content marketing solutions, and

provide healthcare market intelligence and research.
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