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Abstract

In August 2025, at Epic's annual User Group Meeting in Verona, Wisconsin, Jud
Faulkner made a startling announcement that sent shockwaves through the heal
technology community. Standing before thousands of healthcare executives in he
signature sci-fi costume, Faulkner revealed that Epic's highly anticipated ambie
scribing capabilities would be powered not by proprietary Epic technology, but
Microsoft's Dragon Ambient eXperience platform, embedded directly into Epic'
Al tool and new AI Charting module. To casual observers, this appeared to be ar
routine vendor partnership announcement. To those who understand Epic's four
decade history of building virtually everything in-house, this represented a seisn
deviation from the company's core engineering orthodoxy. This essay explores tt
profound significance of Epic's strategic pivot through multiple analytical lense
examining the competitive pressures that forced this unprecedented partnershif
technical realities that made internal development untenable, and the broader

implications for healthcare Al market dynamics. The analysis argues that Epic's



reliance on Microsoft represents not capitulation but a calculated time-buying
maneuver—a sophisticated scaffolding strategy that allows Epic to rapidly deplo
ambient capabilities while quietly building internal alternatives. Through deep
research into the competitive landscape, regulatory pressures, and technical
architecture decisions, this essay projects forward to imagine how this partnerst

might reshape the healthcare Al ecosystem through 2030.
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Epic's History of Building Everything Itself: The Verona
Orthodoxy Under Pressure

For anyone who has spent time in the healthcare technology ecosystem, Epic's
announcement at UGM 2025 represented something approaching a philosophicz:
earthquake. Here was a company that had spent forty-six years building virtually
component of its technology stack internally, from database engines to mobile
applications, suddenly announcing that one of healthcare's most strategically
important Al capabilities would be powered by external technology. To underste

the magnitude of this decision, we must first appreciate the depth of Epic's



commitment to internal development and the cultural orthodoxy that made this

partnership so remarkable.

Since Judith Faulkner founded Epic in a Madison basement in 1979, the compar
operated according to a simple but powerful principle: if a technology capability
core to Epic's mission of improving healthcare delivery, Epic builds it internally
philosophy wasn't born from arrogance or isolation but from hard-earned experi
with the limitations of external dependencies. In the early days of healthcare

computing, when most vendors cobbled together systems through acquisitions a
partnerships, Epic chose the harder path of organic development, creating a uni

architecture that could evolve coherently over decades.

The Verona campus itself embodies this philosophy of self-sufficiency. Sprawlin
across 1,670 acres with 410 dedicated to the main campus and 750 to active farm
Epic's headquarters feels more like a self-contained city than a corporate office.
company generates its own food, maintains its own transportation systems, and |
built an infrastructure that could theoretically operate independently of externa
suppliers. This physical self-reliance mirrors the technological independence th

defined Epic's approach to software development.

Epic's commitment to internal development has produced remarkable results ac
virtually every component of its platform. While competitors like Cerner, Allscr
and Meditech assembled their offerings through acquisitions of disparate produ
Epic built its clinical applications, revenue cycle modules, patient portals, and e
mobile apps organically. This approach created a cohesive product ecosystem wt
every component was designed to work seamlessly with every other component,

eliminating the integration challenges that plagued competitors who relied on

acquired or licensed technologies.

The rare exceptions to Epic's build-internal strategy reveal how carefully the cor
has guarded its technological independence. Epic's early partnership with Hype:
for user interface design consulting in the 2000s was structured as a knowledge
transfer arrangement that quickly brought the capability in-house. The compan

hardware partnerships with vendors like Dell and HPE were limited to infrastru



components while Epic maintained strict control over the software stack. Even E
highest-profile partnership, the collaborative development arrangement with Ka
Permanente in 2003, was structured to ensure Epic retained ownership of all res

intellectual property while Kaiser gained early access to emerging capabilities.

The cultural implications of this build-internal philosophy extend far beyond
engineering decisions into the very identity of Epic as an organization. Engineer
Epic take pride in the fact that every feature they develop is "Epic-made," traces
specific teams in Verona who understand the clinical workflows and technical
requirements that drive design decisions. This artisanal approach to software
development has created a level of institutional knowledge and technical cohere
that competitors struggle to match, even when they have access to superior exter

technologies.

However, the boardroom debates that preceded Epic's ambient scribing decision
reveal the growing tension between this philosophical commitment and market
realities. According to sources familiar with the discussions, engineers who had
decades optimizing Epic's clinical documentation systems argued passionately tl
ambient scribing represented the next evolution of Epic's core value proposition
should therefore be built internally. The engineering perspective held that
outsourcing such a critical capability to Microsoft would compromise Epic's abi
control the physician experience and create dependencies that could undermine

company's strategic autonomy.

The counterargument was brutally pragmatic. Epic's sales teams presented data
showing lost deals where ambient scribing capabilities had become the deciding
factor. Customer advisory boards made it clear that ambient functionality was

transitioning from nice-to-have to must-have, with timelines that Epic's traditio
development cycles could not accommodate. One executive reportedly summariz
the challenge succinctly: "We could hire three hundred Al developers tomorrow

still be three years behind Abridge and Nuance in production deployments."

The survival argument eventually carried the day, but not without significant int

resistance. Epic's decision to partner with Microsoft on ambient scribing repres:



more than a tactical technology choice; it marks a cultural shift from fortress-lik
technological insularity to selective openness where external partnerships becon
acceptable when internal development cannot meet market timelines. For Epic

employees, this shift challenges a core component of their professional identity.
customers, it suggests that Epic now sees itself less as a comprehensive technolo
island and more as an orchestrator of best-of-breed capabilities, willing to embe

external Al provided it can maintain control over workflows and user experience

This cultural evolution is perhaps as significant as the technical decision itself. |
willingness to partner with Microsoft signals that even the most successful and

resource-rich technology companies must sometimes abandon core principles w
market dynamics and technical realities align in ways that make partnership not
attractive but existentially necessary. The question now is whether this represen
temporary deviation from Epic's build-internal orthodoxy or the beginning of a-

fundamental strategic evolution.

The Rise of Ambient Scribing and Why
Epic Couldn't Wait: Market Forces and
Competitive Shockwaves

To understand why Epic moved so decisively toward partnership with Microsoft
must appreciate the extraordinary market forces that have transformed ambient
clinical documentation from experimental technology to strategic imperative in
than five years. The evolution of ambient scribing represents one of the few gent
breakthrough applications of artificial intelligence in healthcare, finally deliveri
decades of promises about Al revolutionizing clinical practice while addressing

universal physician pain point of documentation burden.

The technological progression from traditional dictation to ambient intelligence
represents a fundamental shift in how physicians interact with clinical documen
systems. Traditional dictation systems from the 1990s and early 2000s required

physicians to speak directly to their computers, following structured formats an

correcting recognition errors in real-time. These systems, while better than typi



still imposed cognitive burden on physicians who had to remember to dictate,
structure their thoughts according to system requirements, and review transcrif

accuracy.

Speech recognition platforms like Dragon Medical represented an improvement
offering better accuracy and more natural language processing, but still requirec
physicians to actively engage with the technology during patient encounters. Th
fundamental limitation remained: physicians had to divide their attention betwe
patient care and system interaction, creating barriers to the natural flow of clini
conversations and contributing to the growing problem of physician burnout

attributed to technology overhead.

Ambient scribing technology eliminated this cognitive burden by capturing natt
conversations between physicians and patients, applying sophisticated artificial
intelligence to extract clinical information, and generating structured document
that physicians could review and finalize without disrupting patient interaction
difference is profound: instead of requiring physician effort to feed information
systems, ambient technology makes documentation a passive byproduct of natur

clinical conversations.

The clinical impact of this transformation has been documented across multiple
large-scale implementations. Studies from health systems using ambient scribin,
solutions consistently show physician satisfaction improvements of 85 to 90 per«
documentation time reductions of 50 percent or more, and improvements in bot
quality and billing accuracy. For an industry struggling with physician burnout-
attributed to excessive administrative burden, these results represented the first

demonstrable Al-driven improvement in physician quality of life.

The market response to these early successes was swift and transformative. Heal
organizations that had been cautiously evaluating Al pilot programs suddenly fo
themselves under pressure to deploy ambient scribing capabilities broadly. The
technology moved from experimental pilots to production deployments with
unprecedented speed, driven by physician demand and demonstrable return on

investment for health systems struggling with recruitment and retention challer



Investment capital flowed into the ambient scribing sector at an extraordinary p
validating the market opportunity and intensifying competitive pressure. Abrid
founded by Carnegie Mellon researchers, raised 150 million dollars in Series C
funding led by Lightspeed Venture Partners and Redpoint Ventures, bringing tc
funding to over 200 million dollars. Ambience Healthcare secured 100 million d
in Series B funding led by Kleiner Perkins and the OpenAI Startup Fund. Suki,
DeepScribe, and numerous other ambient scribing startups raised substantial ro
creating a well-funded ecosystem of competitors attacking the same market

opportunity.

The competitive dynamics of this market expansion created acute challenges for
that the company had never previously encountered. Traditional Epic competito
Cerner and Allscripts were slow to develop ambient capabilities, giving Epic tinr
respond through its usual internal development processes. However, the ambien
scribing market attracted a fundamentally different class of competitor: well-fui
startups with deep Al expertise, major technology companies seeking healthcare
market entry points, and established healthcare technology vendors pivoting to

capture emerging opportunities.

Abridge emerged as perhaps the most formidable threat to Epic's traditional ma
control. The company positioned itself as Epic's preferred ambient scribing part
while simultaneously developing standalone capabilities that could function
independently of Epic's ecosystem. Abridge's dual approach gave the company
significant leverage in negotiations with Epic customers, who could implement
Abridge technology either as an Epic add-on or as a separate system that interfa
with Epic through standard protocols. This flexibility made Abridge attractive t
health systems that wanted ambient capabilities without waiting for Epic's inter

development timeline.

The Trinity Health case study illustrates the competitive pressure Epic faced du
this period. Trinity Health's pilot deployment of Abridge's ambient scribing soli
delivered measurable improvements in physician satisfaction, documentation qu
and billing accuracy. More concerning for Epic, Trinity Health's experience bec:

reference case that circulated rapidly through healthcare executive networks. Ef



sales teams began hearing blunt assessments from customers: "If you can't matc
what we're seeing with Abridge, we will layer it on ourselves, regardless of integ

complexity."

Ambience Healthcare pursued a different strategy that posed its own challenges
Epic's market position. Rather than focusing primarily on documentation, Ambi
built a comprehensive Al platform that included ambient scribing as one compo
of broader physician productivity tools. The company's approach emphasized de
workflow integration rather than simple data exchange, creating ambient scribir
capabilities that felt like natural extensions of existing clinical workflows. This

comprehensive approach appealed to health systems that wanted ambient capab
without disrupting established physician training or creating additional technol

management overhead.

Suki took yet another approach that threatened Epic's traditional role as the pri
physician interface. Suki's Al assistant platform combined ambient scribing wit
voice commands, clinical decision support, and automated administrative tasks,
creating a more comprehensive alternative to Epic's traditional point-and-click

physician interface. While Suki's platform required more significant workflow

changes than pure ambient scribing solutions, it offered physicians a fundament
different interaction model that some found more appealing than Epic's traditio

documentation approaches.

Perhaps most concerning for Epic, these specialized vendors were not just comp
on ambient scribing functionality but using ambient capabilities as entry points
broader physician relationships. Physicians who became accustomed to using Al
or Suki for documentation began asking why they couldn't use these platforms f
other clinical tasks, potentially opening the door to more comprehensive alterna
to Epic's physician-facing applications. The risk was clear: ambient scribing cou
become a wedge that allowed competitors to establish direct relationships with

physicians and gradually expand into other areas of clinical workflow.

The timeline pressures facing Epic during this market transformation were unli

anything the company had previously experienced. Epic's traditional product



development cycles, which prioritize comprehensive functionality and extensive
testing over rapid deployment, were poorly suited to the fast-moving ambient sc
market. While Epic typically spends years developing and refining new capabilit
before general release, ambient scribing vendors were iterating rapidly and depl

improvements on monthly or quarterly cycles.

The ChatGPT moment in November 2022 fundamentally accelerated these timel
pressures, demonstrating to healthcare organizations that sophisticated Al

capabilities were not theoretical possibilities but immediately available technolc
Healthcare executives who had been cautiously evaluating ambient scribing pilo
programs suddenly found themselves under pressure from boards, physicians, ai
administrators to deploy these capabilities broadly. The urgency was amplified t
competitive dynamics within regional healthcare markets, where health systems
implementing ambient scribing solutions not because they preferred working w
multiple technology vendors, but because Epic couldn't provide comparable solt

on required timelines.

Epic's customer feedback during this period reinforced the urgency of the timel
challenge. Physicians who experienced ambient scribing through pilot programs
implementations at other organizations began pressing their health systems to p
comparable capabilities. Health system executives found themselves in the
uncomfortable position of explaining why their Epic implementation, despite its
comprehensive functionality and substantial investment, couldn't provide the
documentation efficiency that physicians were experiencing elsewhere. The mes:
from customers was clear: ambient scribing was transitioning from experimenta
technology to operational necessity, with timelines that Epic's traditional

development approach could not accommodate.

By early 2025, Epic faced a strategic inflection point that threatened the compan
traditional market control. The ambient scribing market had achieved escape ve
with multiple well-funded competitors establishing direct relationships with Ep
customers and demonstrating capabilities that Epic could not match through int
development within acceptable timelines. The choice was stark: partner with an

external Al provider to rapidly deploy ambient capabilities, or risk losing marke



share to competitors who could deliver immediate value to physicians struggling

documentation burden.

Why Microsoft's Dragon and Why Now:
Technical Superiority Meets Strategic
Alignment

Epic's selection of Microsoft's Dragon Ambient eXperience platform over nume
alternatives reveals a sophisticated analysis of both technical capabilities and st1
positioning that extends far beyond simple vendor evaluation. The decision repr
the convergence of Microsoft's decades-long investment in healthcare-specific

artificial intelligence with Epic's need for a partner that could provide immediat

technical capabilities while preserving Epic's long-term strategic autonomy.

Microsoft's Dragon platform brought together several technical advantages that
would have been extraordinarily difficult for Epic to replicate through internal
development within acceptable timelines. Nuance's automatic speech recognitio
technology, originally developed in the 1990s and refined through millions of cli
encounters, represents one of the most sophisticated healthcare-specific ASR sy:
ever created. Unlike general-purpose speech recognition platforms that struggle
medical terminology, clinical abbreviations, and the complex conversational patt
common in healthcare settings, Dragon's ASR has been trained specifically on
healthcare conversations, achieving accuracy rates that approach human-level

performance for clinical documentation.

The integration of OpenAl's GPT-4 and subsequent models through Azure Ope:
Service provides Dragon with sophisticated language understanding and generat
capabilities that extend far beyond traditional speech recognition. This integrati
allows Dragon to not only transcribe clinical conversations but to understand th
clinical significance of different conversation elements, extract relevant informa
for structured documentation, and generate comprehensive clinical notes that re
the complexity and nuance of physician-patient interactions. The combination o

healthcare-specific speech recognition with general-purpose language intelligen



creates a platform that can handle the full spectrum of clinical documentation

challenges.

Azure's infrastructure provides the scale and reliability necessary to support am
scribing across Epic's massive customer base without requiring Epic to build an
maintain its own Al infrastructure. Epic's customers include some of the largest
health systems in the world, generating millions of patient encounters annually.
Supporting ambient scribing for this scale of activity requires compute infrastru
data storage, and model serving capabilities that would require hundreds of mill
of dollars in capital investment for Epic to build internally. By leveraging Azure
existing infrastructure, Epic can deploy ambient capabilities immediately while
avoiding the substantial upfront investments and ongoing operational complexit

associated with Al infrastructure management.

The technical architecture underlying Dragon's ambient capabilities illustrates"
Epic faced such significant development challenges when considering internal
alternatives. Modern ambient clinical documentation requires sophisticated
orchestration of multiple Al technologies, including automatic speech recogniti
speaker identification, natural language processing, clinical terminology extracti
structured data generation, and quality assurance mechanisms. Each of these
components represents a significant technical challenge requiring specialized

expertise and substantial training data.

Dragon's speech recognition engine, trained on billions of clinical conversations
incorporates sophisticated models for healthcare-specific vocabulary, clinical
abbreviations, and the conversational patterns common in different medical
specialties. Building comparable capabilities would require Epic to collect mass
datasets of clinical conversations, develop specialized training infrastructure, an
teams of speech recognition specialists—all while competing against Microsoft's

existing capabilities that have been refined through decades of development.

The natural language processing components of Dragon leverage OpenAl's large
language models, which have been trained on vast datasets that include medical

literature, clinical documentation, and healthcare-related conversations. These



models provide sophisticated understanding of clinical context, enabling Dragoi
distinguish between relevant clinical information and casual conversation, extra
appropriate details for different types of clinical notes, and generate documenta

that reflects the clinical reasoning and decision-making patterns physicians expe

Perhaps most importantly, Dragon's integration with Azure OpenAl Service pro
access to the latest advances in large language model technology without requiri
Epic to develop foundational Al capabilities. As OpenAl releases more sophistic
models, Dragon's capabilities improve automatically, ensuring that Epic's custot
benefit from cutting-edge Al without requiring Epic to invest in foundational

research and development. This dynamic access to evolving Al capabilities woul
impossible for Epic to replicate through internal development, given the scale oi

investment and specialized expertise required for competitive LLM developmen

The strategic alignment between Epic and Microsoft extends beyond technical
capabilities to encompass infrastructure dependencies and market positioning t
made the partnership particularly attractive. Epic's existing relationship with
Microsoft through Azure cloud services created natural integration opportunitie
reduced implementation complexity. A significant portion of Epic's customer ba
already migrated their Epic implementations to Microsoft Azure, creating
infrastructure dependencies that made Microsoft-based Al solutions more attrac
than alternatives requiring additional cloud providers or hybrid infrastructure

approaches.

Epic's Azure relationships also provided Microsoft with detailed insight into Ep
customer base, implementation patterns, and technical requirements. This know
enabled Microsoft to develop Dragon integrations that worked seamlessly with 1
existing architecture while addressing specific workflow requirements that Epic
customers had identified. The partnership leveraged Microsoft's understanding
Epic's technical environment to create ambient capabilities that felt like natural
extensions of Epic's existing functionality rather than external add-ons requirin;

separate training or workflow modification.



The timing of Epic's partnership decision reflects careful analysis of the compet
landscape and Microsoft's positioning relative to other potential partners. Amaz
Web Services had launched HealthScribe in 2023, providing speech recognition
clinical documentation capabilities through its cloud platform. However, Amazc
healthcare offerings lacked the depth of clinical integration and Epic-specific

optimization that Microsoft could provide through its established Azure relatios

with Epic customers.

Google Cloud's healthcare Al capabilities, including MedLM and Care Studio, ¢
sophisticated language processing and clinical decision support tools. However,
Google's limited penetration in Epic hosting relationships and ongoing privacy

concerns among healthcare organizations made Google a less attractive partner i
Epic's ambient scribing requirements. Microsoft's existing relationships with Eg
customers, combined with its strong reputation for healthcare privacy and secur
made Microsoft the natural choice for a partnership requiring deep integration

sensitive clinical data.

The partnership structure also reflects Epic's careful analysis of vendor risk and
term strategic positioning. By partnering with Microsoft rather than a specialize
ambient scribing startup, Epic gained access to a partner with sufficient scale ar
resources to support Epic's massive customer base while avoiding dependence o
smaller vendors that might be acquired, change strategic direction, or lack the
resources to scale appropriately. Microsoft's commitment to healthcare Al,
demonstrated through the 19.7 billion dollar Nuance acquisition and continued
investment in Azure healthcare services, provided Epic with confidence that the

partnership would be sustainable over the long term.

However, the partnership also created new dependencies and potential vulnerab
that Epic must manage carefully. By building ambient scribing capabilities on

Microsoft's platform, Epic became dependent on Microsoft's roadmap decisions.
pricing policies, and strategic priorities. If Microsoft decided to change the tern
the partnership, prioritize different healthcare Al capabilities, or compete more
directly with Epic's core offerings, Epic could find its ambient scribing capabilit

compromised or its competitive position undermined.



The contractual structure of Epic's Microsoft partnership likely includes
sophisticated provisions designed to protect Epic's interests while enabling acce
Dragon's capabilities. While the specific terms have not been disclosed, Epic's
historical approach to vendor relationships suggests several protections that the
company probably negotiated to mitigate the risks of external dependency while

preserving strategic flexibility for future internal development.

Most critically, Epic likely secured intellectual property rights and technology

transfer provisions that would enable the company to continue providing ambie:
scribing capabilities even if the Microsoft partnership were terminated. This mi
include licensing rights to specific Dragon technology components, access to tra
data used to develop Epic-specific ambient models, or provisions for technology
transfer that would enable Epic to operate ambient capabilities independently. ¢
provisions would be consistent with Epic's historical approach of maintaining

strategic control even when relying on external technology, ensuring that partne

enhance rather than compromise long-term strategic autonomy.

The Rivals Epic Bypassed and the
Competitive Chessboard: Startups
Reeling and Incumbents Repositioning

Epic's decision to partner with Microsoft for ambient scribing capabilities has

fundamentally reshuffled the competitive dynamics of the healthcare Al market,
creating winners and losers while forcing strategic repositioning across the ecos
of vendors competing for physician mindshare and healthcare AI market share.’
partnership announcement sent immediate shockwaves through the ambient scr
startup community while simultaneously closing doors for other potential partn

and opening new competitive battlegrounds.

For ambient scribing startups, Epic's Microsoft partnership represents both an
existential threat and a catalyst for strategic evolution. These companies had bui
their business models on the assumption that Epic's slow internal development «

would create sustained market opportunities for specialized vendors to establis}t



direct relationships with Epic customers. The partnership with Microsoft accele
Epic's ambient capabilities timeline dramatically, potentially eliminating the wi;
of opportunity that allowed startups to establish footholds within Epic-dominat
health systems.

Abridge, which had positioned itself as Epic's preferred ambient scribing partne
while developing standalone capabilities, faces perhaps the most significant stra
challenge. The company's dual approach of Epic integration and independent

functionality had created valuable optionality for customers who wanted ambier
capabilities without full dependence on Epic's roadmap. However, Epic's native
ambient capabilities powered by Microsoft's Dragon platform eliminate much oi
value proposition for Epic-integrated Abridge deployments while potentially me
standalone Abridge implementations less attractive to health systems seeking ur

vendor relationships.

Abridge's response to Epic's partnership announcement reveals the strategic piv
required for startup survival in this new competitive landscape. The company hs
accelerated development of cross-EHR summarization capabilities, positioning
ambient scribing as one component of broader clinical intelligence platforms th
aggregate information across multiple health systems and EHR implementations
Abridge is also expanding into downstream task automation, using ambient
conversation capture as the foundation for automated order entry, prescription
management, and care coordination workflows that extend beyond simple

documentation.

Ambience Healthcare faces similar challenges but has pursued a different strate
response focused on workflow orchestration and comprehensive physician
productivity platforms. Rather than competing primarily on ambient scribing
accuracy or integration depth, Ambience is positioning itself as a comprehensive
alternative to traditional EHR physician interfaces, using ambient capabilities a:
foundation for Al-powered clinical decision support, automated administrative -
and intelligent workflow optimization. This approach requires more significant
organizational change but offers the potential for deeper physician relationships

higher switching costs.



Suki's strategy has evolved toward multi-modal Al assistants that combine ambi
scribing with voice commands, predictive analytics, and comprehensive physicia
productivity tools. The company's positioning emphasizes the limitations of pur
passive ambient systems, arguing that physicians need more interactive Al capat
that can respond to queries, provide clinical guidance, and automate complex

administrative workflows. This approach differentiates Suki from purely ambier
solutions while creating opportunities to expand beyond documentation into br¢

clinical support.

DeepScribe, Freed, and numerous smaller ambient scribing vendors face more
challenging strategic positions as Epic's partnership with Microsoft raises the b:
technical capabilities while reducing market accessibility. These companies mus
either find highly specialized niches where they can outperform Epic and Micro:
combined capabilities or pursue acquisition strategies that allow them to be
integrated into larger healthcare technology platforms. The market consolidatio
pressure is intense, with some vendors already exploring partnerships with regic
EHR vendors or specialized healthcare technology companies seeking ambient

capabilities.

The impact on larger technology incumbents has been equally dramatic, with Ef
Microsoft partnership effectively closing doors for other hyperscale cloud provic
while creating new competitive dynamics in adjacent markets. Amazon Web Ser
which had launched HealthScribe as a potential competitor to Nuance's Dragon
platform, suddenly found itself locked out of the Epic ecosystem, which represe

substantial portion of the addressable healthcare Al market.

Amazon's response has involved doubling down on alternative market segments,
including direct-pay healthcare organizations, smaller EHR vendors, and health
adjacent applications like consumer health platforms and retail healthcare provi
AWS HealthScribe is being positioned as a more flexible and cost-effective alter:
to Microsoft's Dragon platform for organizations that don't require deep Epic

integration or are seeking to reduce dependence on Microsoft's ecosystem. Howx
the loss of potential Epic partnership opportunities represents a significant stra

setback for Amazon's healthcare AI ambitions.



Google Cloud faces similar challenges in the post-partnership landscape, despit
possessing sophisticated healthcare Al capabilities through MedLM and other

platforms. Google's limited penetration in Epic hosting relationships and ongoii
privacy concerns among healthcare organizations had already created barriers tc
partnership opportunities with Epic. The Microsoft partnership solidifies these
disadvantages while demonstrating the importance of existing customer relation

and trust in healthcare Al partnership decisions.

Google's strategic response has focused on alternative pathways to healthcare A’
market penetration, including partnerships with Cerner Oracle, smaller EHR ve
and direct relationships with health systems seeking best-of-breed Al solutions
outside their primary EHR platforms. Google is also investing heavily in consumr
health Al applications and public health initiatives that could create alternative
routes to healthcare market influence. However, the Epic-Microsoft partnership
significantly constrains Google's access to the largest and most influential segme

the healthcare provider market.

The partnership has also created new competitive pressures for other EHR vend
who must now compete with Epic's enhanced ambient capabilities while lacking
comparable Al partnerships or internal development resources. Cerner Oracle,
despite its substantial market share and recent acquisition by Oracle, lacks a dir
equivalent to Epic's Microsoft partnership for ambient scribing capabilities. Orz
has announced plans to integrate its own Al platforms with Cerner's clinical
applications, but these capabilities remain largely developmental compared to tl

production-ready ambient scribing that Epic can now offer.

Athenahealth, NextGen, and other mid-market EHR vendors face even greater

challenges in matching Epic's enhanced Al capabilities. These vendors lack the :
to negotiate comparable partnerships with major Al platform providers while al
lacking the internal development resources to build competitive ambient scribir
capabilities independently. Some are pursuing partnerships with specialized am
scribing startups, creating a two-tier market where Epic customers gain access t
cutting-edge Al capabilities while smaller EHR vendors rely on less sophisticate

more expensive alternatives.



The competitive repositioning extends beyond direct EHR competition to encon
the broader healthcare technology ecosystem. Health information exchange venc
clinical decision support companies, and population health management platfor
must now compete with Epic's expanding Al capabilities while seeking new

differentiation opportunities. Some are pivoting toward specialized use cases wh
Epic's general-purpose approach may be less effective, such as behavioral health

term care, or highly specialized clinical domains.

The partnership has also accelerated consolidation pressures throughout the
healthcare Al ecosystem. Smaller vendors that previously competed on specializ
functionality must now demonstrate clear advantages over Epic's Microsoft-pow
capabilities or risk becoming obsolete. This dynamic is driving merger and
acquisition activity as larger healthcare technology companies seek to acquire A

capabilities before Epic and Microsoft can replicate them internally.

Venture capital investment patterns in healthcare Al are already reflecting these
competitive realities. Investors are becoming more cautious about pure-play aml
scribing startups while showing increased interest in companies that can demon
clear differentiation from Epic's capabilities or address market segments that Ej
unlikely to penetrate directly. The investment thesis for healthcare AI has shifte
from pure technology capability to strategic positioning relative to Epic's expans

Al ecosystem.

The long-term competitive implications of Epic's Microsoft partnership extend
beyond immediate market positioning to encompass fundamental questions abo
structure of healthcare technology markets. The partnership demonstrates the
advantages of scale and integration in healthcare Al, potentially accelerating
consolidation around a few major platforms while reducing opportunities for

specialized vendors to maintain independent market positions.

However, the partnership also creates potential vulnerabilities that competitors
exploit over time. Epic's dependence on Microsoft for critical Al capabilities cot
become a liability if Microsoft's strategic priorities shift or if alternative Al

technologies emerge that provide superior performance. The partnership also cr



integration overhead and potential vendor lock-in that may limit Epic's flexibilit

responding to future market changes.

The competitive chessboard that emerges from Epic's Microsoft partnership is n
concentrated but also more dynamic than the previous fragmented ambient scril
market. While Epic and Microsoft now control a dominant position in clinical A
large health systems, numerous opportunities remain for specialized vendors,

alternative platforms, and innovative approaches that address limitations or gap
the Epic-Microsoft offering. The challenge for competitors is identifying and

executing strategies that can succeed in this new landscape while avoiding direc

competition with Epic's enhanced capabilities.

What This Partnership Really Means fo
Epic's Future: Scaffolding Strategy and
Forward-Looking Scenarios

Epic's partnership with Microsoft for ambient scribing capabilities represents f:
more than a tactical technology decision; it signals a fundamental evolution in E
strategic approach that will likely influence the company's development philoso
competitive positioning, and market relationships for the next decade. Understa
the long-term implications of this partnership requires examining both Epic's ir
strategic calculus and the broader market forces that will shape healthcare Al

development through 2030.

The scaffolding strategy that Epic appears to be pursuing with Microsoft reflect:
sophisticated thinking about how to balance immediate market needs with long:
strategic autonomy. Industry sources familiar with Epic's internal planning sugg
that the company views the Microsoft partnership as a temporary solution that

provides immediate ambient capabilities while Epic builds internal alternatives.
approach allows Epic to satisfy customer demands for ambient scribing without
abandoning its core philosophy of internal development or accepting permanent

dependence on external Al providers.



Early indicators of Epic's scaffolding approach include increased hiring in artifi
intelligence and machine learning roles, with particular emphasis on speech
recognition and natural language processing capabilities. Epic's job postings hax
expanded significantly in areas related to Al infrastructure, model training, and
clinical Al applications, suggesting substantial internal investment in capabiliti
could eventually replace or supplement Microsoft's Dragon platform. The comp:
also reportedly expanding its internal Al research initiatives, including partners
with academic institutions and investment in specialized Al development

infrastructure.

The technical roadmap for Epic's internal Al development likely follows a phase
approach that gradually reduces dependence on Microsoft while maintaining set
continuity for customers. Year one focuses on rapid deployment of Microsoft-po
ambient capabilities across Epic's customer base, allowing the company to comp
effectively with specialized ambient scribing vendors while gathering deploymer
experience and customer feedback. This phase emphasizes integration quality at

user experience optimization rather than underlying technology development.

Years two and three would likely focus on developing Epic-native automatic spe
recognition capabilities, potentially leveraging open-source speech recognition
platforms while adding Epic-specific training data and optimization. This phase
would allow Epic to reduce dependence on Microsoft's ASR technology while
maintaining compatibility with Dragon's language processing capabilities. Epic
likely invest heavily in clinical conversation datasets and specialized training
infrastructure to achieve performance comparable to Nuance's decades of

development.

Years four and five might see Epic developing its own large language model

orchestration capabilities, potentially leveraging foundation models from multig
providers while adding Epic-specific training and optimization. This approach v
allow Epic to reduce dependence on Azure OpenAl Service while maintaining ac
to cutting-edge language understanding capabilities. Epic might pursue partner
with multiple Al providers or develop hybrid approaches that combine external

foundation models with Epic-specific fine-tuning and optimization.



The long-term scenario could see Epic operating a largely independent Al
infrastructure by 2030, using Microsoft's Dragon platform as a fallback or
supplementary capability while primary ambient functionality runs on Epic-dev:
systems. This evolution would preserve Epic's traditional preference for interna
control while acknowledging the practical realities of competing with specialize

providers in rapidly evolving technology markets.

However, alternative scenarios suggest that the economics and complexity of
competitive Al development may favor continued partnership approaches over
internal development. The scale of investment required to match Microsoft's Al
capabilities continues to increase as foundation models become larger and more
sophisticated. Epic might determine that directing resources toward clinical
application development and workflow optimization provides better returns tha

attempting to replicate Microsoft's foundational Al infrastructure.

A hybrid scenario envisions Epic developing specialized clinical Al capabilities
maintaining partnerships for foundational technologies like speech recognition
language understanding. This approach would allow Epic to differentiate its offe
through clinical application development while leveraging external partners for
underlying Al infrastructure. Epic might develop proprietary capabilities for cli
decision support, workflow optimization, and Epic-specific functionality while

continuing to rely on Microsoft for basic ambient scribing technology.

The regulatory environment will significantly influence which of these scenarios
emerges, as government policies around Al development, healthcare data privac
market competition could either encourage or constrain Epic's strategic options
Recent regulatory trends toward increased scrutiny of big tech companies in

healthcare might create pressure for Epic to reduce dependence on Microsoft, w
data privacy regulations could make internal AI development more attractive by

reducing regulatory complexity associated with external Al partnerships.

Interoperability requirements could also influence Epic's Al strategy, as regulati
mandating data portability and cross-platform compatibility might make extern:

partnerships more attractive if they provide better standards compliance and



integration capabilities. Conversely, if Epic can demonstrate superior privacy an
security through internal AI development, regulatory requirements might favor

traditional approach of internal control over external partnerships.

The competitive response from other healthcare Al vendors will shape Epic's str
calculus significantly. If specialized ambient scribing vendors successfully pivot
adjacent applications that Epic cannot easily replicate, the value of internal Al
development increases as Epic seeks to maintain comprehensive platform capabi
However, if the market consolidates around a few major Al platform providers,
continued partnership approaches might provide better access to cutting-edge

capabilities than internal development.

Customer preferences will ultimately determine the success of Epic's scaffolding
strategy, as health systems evaluate the trade-offs between integration, performa
and vendor diversity in their Al implementations. If Epic's Microsoft-powered
ambient capabilities satisfy customer requirements while providing clear advant
over alternatives, the pressure for internal development decreases. However, if
customers express concerns about Microsoft dependence or demand capabilities
the partnership cannot provide, Epic's internal development timeline might

accelerate.

The broader implications of Epic's partnership strategy extend beyond Epic itse
encompass fundamental questions about the future structure of healthcare techs
markets. If Epic's scaffolding approach proves successful, other healthcare techt
vendors might pursue similar strategies, using external Al partnerships to rapid
deploy capabilities while building internal alternatives. This dynamic could cres
more fragmented and competitive healthcare Al market as vendors seek to balan

external partnerships with internal development.

Alternatively, if the complexity and cost of internal Al development continue to
increase, the market might consolidate around a few major Al platform providet
serve multiple healthcare technology vendors. This scenario could see Microsoft

Google, Amazon, and potentially other AI companies becoming the foundationa



infrastructure for healthcare Al applications, with EHR vendors like Epic focusi

clinical application development and workflow optimization.

The international implications of Epic's partnership strategy also merit consider
as Epic's global expansion plans intersect with varying regulatory environments,
competitive landscapes, and Al development capabilities across different market
Epic's partnership with Microsoft provides advantages in international markets
Azure has strong presence and regulatory compliance, while potentially creating
disadvantages in regions where alternative cloud providers dominate or where d

sovereignty requirements favor local Al development.

The European market presents particularly complex challenges for Epic's Micro
partnership, as GDPR requirements and emerging Al regulations could favor in
development approaches that provide greater control over data processing and
algorithmic transparency. Conversely, Microsoft's established compliance frame
and European data center presence might make the partnership more attractive
internal development alternatives that would require Epic to navigate complex

international regulatory requirements independently.

In emerging markets where Epic is expanding rapidly, the partnership strategy c
significant advantages by leveraging Microsoft's global infrastructure and local
regulatory expertise. However, these markets also present opportunities for
alternative EHR vendors and Al providers to establish competitive positions bef
Epic's Microsoft-powered capabilities achieve market penetration. The success «
Epic's international expansion will likely depend on how effectively the compan:
leverage Microsoft's global capabilities while addressing local market requireme

and competitive dynamics.

Looking toward 2030, Epic's Microsoft partnership represents a calculated bet t
collaboration with established AI platform providers offers better strategic

positioning than attempting to compete directly with Microsoft, Google, and An
on foundational Al development. This strategic choice acknowledges the reality
healthcare technology companies, regardless of their size and resources, must fo

their development efforts on areas where they can create unique value rather the



attempting to replicate the massive infrastructure investments of hyperscale clo

providers.

The partnership also reflects Epic's sophisticated understanding of how technol
markets evolve, particularly the tendency for foundational technologies to consc
around a few major providers while application-layer innovation remains distrib
across specialized vendors. By partnering with Microsoft for foundational Al
capabilities, Epic can focus its development resources on clinical applications,
workflow optimization, and Epic-specific functionality where the company's

healthcare domain expertise provides sustainable competitive advantages.

However, the long-term success of this strategy will depend on Epic's ability to

maintain strategic autonomy while benefiting from Microsoft's Al capabilities. ]
scaffolding approach that Epic appears to be pursuing offers a potential pathway
achieving this balance, using external partnerships to meet immediate market ne
while building internal capabilities that could provide future independence if m

conditions or strategic requirements change.

The broader healthcare technology ecosystem will likely evolve toward similar
partnership models as the complexity and cost of competitive Al development
continue to increase. This evolution could create a more collaborative but also n
concentrated market structure, where a few major Al platform providers serve
multiple healthcare technology vendors while competition focuses on clinical

applications and workflow optimization rather than foundational AI capabilities

For healthcare organizations evaluating Epic's enhanced Al capabilities, the Mic
partnership offers both opportunities and considerations. The partnership provi
access to cutting-edge Al technology with proven clinical effectiveness, backed t
substantial ongoing investment from both Epic and Microsoft. However, it also ¢
dependencies on external vendors and potential concerns about data governance

long-term vendor relationships.

The ultimate measure of Epic's partnership strategy will be its impact on clinica

outcomes, physician satisfaction, and healthcare system efficiency. If the Micros



powered ambient capabilities deliver meaningful improvements in documentatic
burden, care quality, and operational efficiency, the strategic risks of external

partnership will likely be justified by practical benefits. Conversely, if the partn
creates limitations, dependencies, or competitive vulnerabilities that outweigh i
technical advantages, Epic may need to accelerate internal development or recor

its approach to Al partnerships.

Epic's decision to partner with Microsoft for ambient scribing capabilities mark
pivotal moment in healthcare technology history, representing both an
acknowledgment of the specialized expertise required for competitive Al develo
and a strategic adaptation to rapidly evolving market conditions. The partnershi
challenges Epic's traditional build-internal orthodoxy while potentially creating
model for how established healthcare technology vendors can compete effectivel
Al-driven markets without abandoning their core competencies or strategic

autonomy.

As the healthcare industry continues its digital transformation, Epic's Microsoft
partnership will likely be studied as either a successful example of strategic
adaptation under pressure or a cautionary tale about the risks of external
dependencies in critical technology capabilities. The outcome will depend not o
the technical success of the ambient scribing implementation but on Epic's abili
leverage the partnership as a foundation for continued innovation while preserv

the strategic control that has historically defined the company's market position

The next five years will reveal whether Epic's scaffolding strategy successfully bs
the gap between external partnership and internal capability development, or wl
the company has fundamentally altered its strategic approach in response to Al
market realities that make traditional build-internal strategies unsustainable. Ei
outcome will have profound implications for healthcare technology markets,
competitive dynamics, and the future of clinical Al development. The stakes ext
far beyond Epic's corporate strategy to encompass the fundamental question of |
healthcare organizations will access and control the Al capabilities that increasi

define modern medical practice.



Epic's History of Building Everything
Itself: The Verona Orthodoxy Under
Pressure

For anyone who has spent time in the healthcare technology ecosystem, Epic's
announcement at UGM 2025 represented something approaching a philosophic:
earthquake. Here was a company that had spent forty-six years building virtually
component of its technology stack internally, from database engines to mobile
applications, suddenly announcing that one of healthcare's most strategically
important Al capabilities would be powered by external technology. To underste
the magnitude of this decision, we must first appreciate the depth of Epic's
commitment to internal development and the cultural orthodoxy that made this

partnership so remarkable.

Since Judith Faulkner founded Epic in a Madison basement in 1979, the compan
operated according to a simple but powerful principle: if a technology capability
core to Epic's mission of improving healthcare delivery, Epic builds it internally
philosophy wasn't born from arrogance or isolation but from hard-earned experi
with the limitations of external dependencies. In the early days of healthcare

computing, when most vendors cobbled together systems through acquisitions a
partnerships, Epic chose the harder path of organic development, creating a uni:

architecture that could evolve coherently over decades.

The Verona campus itself embodies this philosophy of self-sufficiency. Sprawlin
across 1,670 acres with 410 dedicated to the main campus and 750 to active farm
Epic's headquarters feels more like a self-contained city than a corporate office.
company generates its own food, maintains its own transportation systems, and |
built an infrastructure that could theoretically operate independently of externa
suppliers. This physical self-reliance mirrors the technological independence th

defined Epic's approach to software development.

Epic's commitment to internal development has produced remarkable results ac

virtually every component of its platform. While competitors like Cerner, Allscr



and Meditech assembled their offerings through acquisitions of disparate produ
Epic built its clinical applications, revenue cycle modules, patient portals, and e
mobile apps organically. This approach created a cohesive product ecosystem wt
every component was designed to work seamlessly with every other component,
eliminating the integration challenges that plagued competitors who relied on

acquired or licensed technologies.

The rare exceptions to Epic's build-internal strategy reveal how carefully the cor
has guarded its technological independence. Epic's early partnership with Hype:
for user interface design consulting in the 2000s was structured as a knowledge
transfer arrangement that quickly brought the capability in-house. The compan
hardware partnerships with vendors like Dell and HPE were limited to infrastru
components while Epic maintained strict control over the software stack. Even E
highest-profile partnership, the collaborative development arrangement with Ka
Permanente in 2003, was structured to ensure Epic retained ownership of all res

intellectual property while Kaiser gained early access to emerging capabilities.

The cultural implications of this build-internal philosophy extend far beyond
engineering decisions into the very identity of Epic as an organization. Engineer
Epic take pride in the fact that every feature they develop is "Epic-made," tracese
specific teams in Verona who understand the clinical workflows and technical
requirements that drive design decisions. This artisanal approach to software
development has created a level of institutional knowledge and technical cohere
that competitors struggle to match, even when they have access to superior exter

technologies.

However, the boardroom debates that preceded Epic's ambient scribing decisior
reveal the growing tension between this philosophical commitment and market

realities. According to sources familiar with the discussions, engineers who had
decades optimizing Epic's clinical documentation systems argued passionately t|
ambient scribing represented the next evolution of Epic's core value proposition
should therefore be built internally. The engineering perspective held that

outsourcing such a critical capability to Microsoft would compromise Epic's abi



control the physician experience and create dependencies that could undermine

company's strategic autonomy.

The counterargument was brutally pragmatic. Epic's sales teams presented data
showing lost deals where ambient scribing capabilities had become the deciding
factor. Customer advisory boards made it clear that ambient functionality was

transitioning from nice-to-have to must-have, with timelines that Epic's traditio
development cycles could not accommodate. One executive reportedly summariz
the challenge succinctly: "We could hire three hundred Al developers tomorrow

still be three years behind Abridge and Nuance in production deployments."

The survival argument eventually carried the day, but not without significant int
resistance. Epic's decision to partner with Microsoft on ambient scribing repres:
more than a tactical technology choice; it marks a cultural shift from fortress-lik
technological insularity to selective openness where external partnerships becon
acceptable when internal development cannot meet market timelines. For Epic

employees, this shift challenges a core component of their professional identity.
customers, it suggests that Epic now sees itself less as a comprehensive technolo
island and more as an orchestrator of best-of-breed capabilities, willing to embe

external Al provided it can maintain control over workflows and user experience

This cultural evolution is perhaps as significant as the technical decision itself.
willingness to partner with Microsoft signals that even the most successful and

resource-rich technology companies must sometimes abandon core principles w
market dynamics and technical realities align in ways that make partnership not
attractive but existentially necessary. The question now is whether this represen
temporary deviation from Epic's build-internal orthodoxy or the beginning of a-

fundamental strategic evolution.
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@ Samir Unni @ Charybdis Aug 25
"Here was a company that had spent forty-six years building virtually every comp
its technology stack internally, from database engines”

This is not really true. Epic uses proprietary technology, from other vendors, for b
main databases:

- Chronicles is built on the InterSystems IRIS (fka Caché) implementation of MUMF

- Clarity is runs on Microsoft SQL Server (or Oracle)
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Epic could have transitioned from Caché to GT.M (the most popular open source M
implementation), and from SQL Server to Postgres, but they've chosen to stick wi
proprietary foundations.

And I'd say those decisions are in line with what you said here, at least for SQL Se

"The partnership also reflects Epic's sophisticated understanding of how technolo
markets evolve, particularly the tendency for foundational technologies to consoli
around a few major providers while application-layer innovation remains distribut
across specialized vendors. By partnering with Microsoft for foundational Al capak
Epic can focus its development resources on clinical applications, workflow optimi
and Epic-specific functionality where the company's healthcare domain expertise
sustainable competitive advantages."

For InterSystems, | believe Epic is the source of a plurality of their revenue.
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