
SPONSORED BY CONTENT PROVIDED BY

For more Revenue Cycle Management (RCM) tools, 
please visit www.SageHealth.com/RCM

EHRs and Quality Incentives: 
TIME TO TAKE STOCK
By Ken Terry
A white paper series sponsored by Sage



2

INTRODUCTION

More physicians are seeking 
sources of supplemental 
income just as the number 

of uninsured patients rises and third-
party reimbursement fails to keep 
pace with expenses. Meanwhile, 
payers want physicians to improve 
the quality of care and use health-
care resources more effi ciently. 

The good news for physicians is 
that payers fi nally are beginning to 
offer fi nancial incentives tied to the 
reporting of quality data and the 
achievement of performance goals. 
Recent pronouncements from the 
Obama Administration and Con-
gress give strong indications that this 
trend will accelerate with healthcare 
reform.

To thrive in this new environ-
ment, physicians are increasingly 
computerizing their clinical op-
erations. For some practices, this 
means the use of electronic prescrib-

ing and/or electronic registries. The 
government’s robust promotion of 
electronic health records — and the 
legislated penalties for practices that 
don’t use EHRs before 2015 — in-
dicate greater adoption (and more 
money for those who do adopt) in 
the near future. Moreover, EHRs can 
help primary-care physicians qualify 
as medical homes, which will enable 
them to obtain care-coordination 
payments. Finally, as shown by the 
California groups who belong to the 
Integrated Healthcare Association, 
practices that have EHRs are better 
equipped to improve their perfor-
mance and report data on preventive 
and chronic care measures.

In short, pay-for-performance 
programs are related to health IT 
initiatives. Our goal here is to ex-
plain how physicians can turn both 
to their advantage. 

We’ll cover: 
▼ Pay-for-performance programs
▼  The evolution of public and 

private programs to promote 
health IT 

▼  The health IT provisions of the 
American Recovery and Rein-
vestment Act (ARRA) of 2009

▼ The medical home movement

Understand how these trends 
work together, and you’ll be pre-
pared for success.

PAY FOR PERFORMANCE
Pay-for-performance (P4P) programs 
date back to the mid-1980s, but the 
approach really gained traction in 
the late 1990s. The early P4P pro-
grams in Hawaii, California, Minne-
sota, and Rochester, N.Y., were all 
efforts by managed-care plans to get 
physicians to follow evidence-based 
guidelines for preventive and chron-
ic-disease care and, frequently, to 
prescribe more generic drugs. That’s 
still the model that most P4P pro-
grams follow, although some varia-

tions have emerged in the past few 
years.

At the end of 2007, there were 
about 150 P4P programs across the 
country, according to Med-Vantage 
and the Leapfrog Group. The num-
ber of programs had grown rapidly 
during the previous four years, but 
researchers projected that the num-
ber would level off by 2009.1

Commercial health plans spon-
sored about 90 of the P4P programs 
that existed in 2007, and employers 
backed 15 programs. Medicaid-only 
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plans, the government, and other 
types of sponsors created the rest. 

In 2008, 94 programs for doctors 
and hospitals represented more than 
150 million health plan members. 
P4P payments averaged more than 
7 percent of physicians’ total com-
pensation and 4 percent of hospitals’ 
compensation.2

Most of the measures used in 
early P4P programs were designed 
for primary care, but the number of 
specialists participating in P4P has 
increased signifi cantly. Many pro-
grams now include effi ciency as well 
as quality measures.

Pay-for-performance has had 
some successes. According to the 
latest survey by Med-Vantage and 
the Leapfrog Group, more than half 
of P4P program sponsors reported 
measurable increases in providers’ 
clinical quality. And in 2006, the 
latest year for which data are avail-
able, the P4P program of California’s 
Integrated Healthcare Association 
(IHA) reported that, on average, 
physician groups had improved their 
clinical performance by 2.6 percent 
from the previous year. 

The California Strategy
Since 2003, the IHA — a nongov-
ernmental entity that includes health 
plans, providers, and other stake-
holders — has supervised the largest 
P4P program in the U.S. The seven 
dominant California health plans 
offer about 225 physician groups 
and IPAs a variety of rewards for 
excelling on standardized measures. 
The physician organizations include 
about 35,000 physicians and hold 
capitation contracts with HMOs 
and point-of-service plans.3 The P4P 
rewards go to the medical groups, 
which may or may not distribute 
them to individual doctors. (In many 
cases, they have reinvested in infor-

mation technology.) Through 2007, 
the HMOs distributed more than 
$210 million in P4P payments to 
physician groups. Group scores on 
the P4P measures are posted annu-
ally on the Web site of the Califor-
nia Offi ce of The Patient Advocate 
(www.opa.ca.gov).

In addition to measuring clini-
cal quality, the IHA’s current met-
rics gauge each group’s effi ciency, 
defi ned as risk-adjusted cost and 
resource use; patient satisfaction; 
coordination of diabetes care; and 
“IT-enabled systemness, which mea-
sures support and infrastructure 
[that] physicians use for systematic 
processes of care.”

Originally, the health IT measures 
were designed to show a group’s in-
vestment in and adoption of IT to 
support patient care. In 2005, 119 
of the participating groups met some 
or all of the program’s IT criteria, 
compared with 74 groups in 2003. 
Signifi cantly, the IHA said, “the 
medical groups who received full 
credit on the IT measures had av-
erage clinical scores that were nine 
percentage points higher than medi-
cal groups who showed no evidence 
of IT adoption.”

Employers Get into 
the Game
Meanwhile, some large corporations 
were also starting to endorse the use 
of health IT as part of a P4P pro-
gram known as Bridges to Excellence 
(BTE). Now operating in nearly half 
of the states, BTE was founded by 
companies such as General Electric, 

EMC, IBM, UPS, Procter & Gamble 
and Verizon. Leading health plans 
recommend BTE to their self-insured 
employer customers, and some plans 
also pay physicians extra for achiev-
ing BTE recognition. Currently, 
about 12,000 doctors participate in 
the program.

BTE rewards primary-care phy-
sicians and doctors in a few other 
specialties, such as cardiology and 
endocrinology, for excellence in dia-
betes, back pain, and cardiac care. 
There are also bonuses available for 
creating a medical home, a topic that 
will be explored later in this paper. 
And, most pertinent to this discus-
sion, BTE pays physicians for the use 
of health IT. To earn a reward in this 
area, a practice must meet the crite-
ria of the National Committee on 
Quality Assurance (NCQA) Physi-
cian Practice Connections program, 
which recognizes “practices that use 
systematic processes and information 
technology to enhance the quality of 
patient care.” BTE has also created a 
system by which physicians can use 
EHRs to report quality data in any 
of its recognition programs.

Outside of California, few health 
plans have specifi cally incentivized 
the use of health IT in their P4P pro-
grams.  But as plans start to roll out 
pilot programs that reward physi-
cians for creating medical homes, 
they are implicitly subsidizing the ac-
quisition of EHRs, which are viewed 
as a key component of this approach 
to healthcare transformation.

One insurer that has moved far 
ahead of its peers in this regard is 

As plans start to roll out pilot programs that 
reward physicians for creating medical homes, 
they are implicitly subsidizing the acquisitions 
of EHRs.
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Blue Cross Blue Shield of Michigan, 
which has funded for several years 
efforts by group practices, IPAs, 
and PHOs to develop coordinated 
care models. These local initiatives 
involve the use of EHRs, electronic 
prescribing, and/or electronic regis-
tries. Recently, BCBSM introduced a 
full-blown medical home program, 
the largest in the U.S. Starting July 
1, 2009, the Michigan Blues desig-
nated about 1,000 physicians in 300 
primary-care practices as medical 
homes, and is now paying them 10 
percent extra for providing the requi-
site services.

Medicare Starts Slow, 
Comes on Strong
Unlike the private sector, the Centers 
for Medicare and Medicaid Services 
(CMS) has been slow to adopt pay 
for performance. Its most signifi cant 
initiative on the P4P front has been a 
large, three-year demonstration pro-
gram involving hospitals. CMS also 
conducted a more limited pilot with 

10 large physician groups. All of 
the groups met or surpassed perfor-
mance goals on 25 of the 27 quality 
markers for patients with diabetes, 
coronary artery disease, and con-
gestive heart failure. Collectively, 
they earned $16.7 million in incen-
tive payments; but only four of the 
groups earned fi nancial rewards by 
saving CMS money in the third year 
of the pilot.

CMS also launched a small-prac-
tice P4P demonstration project in 
four states in 2007. About 650 prac-

tices were recruited in Arkansas, 
California, Massachusetts, and Utah 
for the three-year pilot. Many of 
them had participated in a CMS ini-
tiative known as DOQ-IT, in which 
Medicare Quality Improvement 
Organizations (QIOs) helped small 
practices select EHRs and prepare 
for their implementation. Physicians 
in the P4P pilot are eligible to re-
ceive additional incentive payments 
for implementing a qualifi ed EHR 
and reporting the clinical perfor-
mance data electronically. They also 
received an average of $2,500 each 
for reporting baseline data to CMS 
under its Physician Quality Report-
ing Initiative (PQRI).

The PQRI program, widely re-
garded as a precursor to Medicare 
P4P, affects all physicians who do 
business with Medicare. In 2007, the 
fi rst year of the PQRI program, CMS 
made bonus payments of 1.5 percent 
to physicians who reported quality 
data on at least three of 74 mea-
sures. In total, CMS paid over $36 

million to 56,722 eligible providers, 
or about $630 each. Only 109,349 
professionals — a small percentage 
of those eligible — applied for PQRI 
rewards, partly because of the diffi -
culty of gathering and reporting the 
data with administrative codes, ac-
cording to CMS.

The PQRI bonus increased to 2 
percent of Medicare reimbursement 
for data reported in 2008, and the 
number of measures to choose from 
jumped to 153. The government 
also made it easier to access PQRI 

feedback reports online. CMS is still 
developing methods to allow direct 
reporting of PQRI data from EHRs, 
although it is allowing some report-
ing from electronic registries.

HEALTH INFORMATION 
TECHNOLOGY
Health IT, including electronic pre-
scribing, EHRs, and health informa-
tion exchanges, has been steadily im-
proving since the 1990s.  Meanwhile, 
a consensus has emerged among the 
government, private insurers, em-
ployers, and other stakeholders that 
health IT holds the key to improv-
ing healthcare quality and reducing 
costs.

Nevertheless, the vast majority 
of physicians and hospitals have not 
adopted EHRs. In a 2008 survey by 
the Centers for Disease Control and 
Prevention, 17 percent of physicians 
reported having basic EHRs, up from 
11.2 percent in 2006. Only 4 percent 
of respondents said they had fully 
functional EHRs, compared with 
3.1 percent two years earlier.4 (The 
CDC survey and other reports have 
shown higher percentages of doctors 
are using “minimally functional” 
systems, but they’re still no more 
than a quarter of all physicians.) 
So, while the health IT incentives in 
the recently passed economic stimu-
lus legislation are expected to have 
a signifi cant impact on EHR adop-
tion, a recent Congressional Budget 
Offi ce estimate that 90 percent of 
physicians will be using EHRs by 
2019 may be optimistic, according 
to some observers.

President George W. Bush made 
a similarly optimistic projection in 
2004 when he set a 10-year deadline 
for every American to have an EHR. 
Experts noted that Bush’s allocation 
of $100 million to this effort in his 
2005 budget barely scratched the 

A consensus has emerged among the 
government, private insurers, employers, and 
other stakeholders that health IT holds the key to 
improving healthcare quality and reducing costs.
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surface of what was required. Con-
gress scaled back that and subsequent 
budget requests for health IT, includ-
ing the money needed to run 
the Offi ce of the National Co-
ordinator of Health IT. And 
various bills that would have 
provided substantial funds to 
help providers acquire health 
IT were consistently rebuffed 
until Barack Obama was 
elected president.

The Bush Administration 
believed that private enter-
prise, with some nudging 
from the government, would 
facilitate widespread adop-
tion of EHRs. Dr. David Brail-
er, the fi rst National Coordinator of 
Health IT, was a tireless proselytizer 
of this philosophy. Yet even Brailer 
acknowledged that signifi cant fi nan-
cial incentives would be required to 
persuade most physicians to adopt 
the technology. In fact, even when 
health plans and technology vendors 
offered physicians free e-prescribing 
software and handheld computers, 
relatively few took advantage of it. 
As former WellPoint CEO Leonard 
Schaeffer famously said at the time, 
“Free is not cheap enough.”

The Bush Administration tried to 
help physicians by relaxing the Stark 
anti-self-referral and anti-kickback 
rules so that hospitals could donate 
up to 85 percent of the cost of EHR 
software and 100 percent of the cost 
of e-prescribing software to staff 
physicians. But to date, relatively 
few hospitals have bought EHRs for 
their physicians. 

While EHR advocates struggled 
to persuade individual physicians to 
adopt the technology, the govern-
ment promoted a national health 
information network, and states and 
local providers started developing 
regional health information organi-

zations (RHIOs). These efforts were 
designed to tear down the informa-
tion silos that prevented providers 

from exchanging patient data and 
made it diffi cult for patients to obtain 
their own medical records. Although 
as many as 150 RHIOs have been 
planned or formed since 2004, most 
have stalled or collapsed entirely. At 
latest count, there were only 42 op-
erational information exchanges.5, 6

For most RHIOs, the biggest chal-
lenge is creating a sustainable busi-
ness model. Most exchanges still de-
pend on state or federal grants.

The Tide Begins to Turn
Physician attitudes toward health 
IT began to change in 2008, partly 
because the government adopted a 
carrot-and-stick approach that in-
cluded both incentives for adoption 
and penalties for nonadoption. This 
has convinced many doctors that, 
sooner or later, health IT will be re-
quired as a condition of participation 
in Medicare. In addition, with the 
expansion of pay-for-performance 
programs that require reporting of 
quality data, it has become clear that 
computerization can help physician 
practices garner fi nancial rewards.

E-prescribing was the fi rst step 
forward. As the cost of this technol-

ogy dropped and online connectiv-
ity with pharmacies increased, the 
number of e-prescribing physicians 

rose rapidly. In January 2007, 
a consortium of technology 
vendors and health plans led 
by Allscripts started offering 
free e-prescribing software to 
physicians. Initially, only a few 
hundred physicians acquired 
the program — until the sec-
ond half of 2008 when 25,000 
physicians downloaded it 
from the Web, according to 
Allscripts.

The game changer appar-
ently was Medicare’s new 
e-prescribing incentive pro-

gram. On Jan. 1, 2009, CMS started 
giving a 2 percent bonus to those 
who prescribed electronically. The 
incentive drops to 1 percent in 2011 
and 2012 and to 0.5 percent in 
2013. In 2012, CMS will reduce its 
fee schedule by 1 percent for doctors 
who don’t e-prescribe; that penalty 
will rise to 1.5 percent in 2013 and 
to 2 percent in 2014 and every year 
thereafter.

SureScripts, the company that 
provides connectivity between physi-
cian offi ces and pharmacies, also no-
ticed a big upsurge in e-prescribing 
activity. “The number of prescribers 
routing prescriptions electronically 
grew from 36,000 at the end of 2007 
to over 74,000 by the end of 2008 
— or 12 percent of all offi ce-based 
prescribers,” a SureScripts report 
said. At the same time, the number 
of messages related to e-prescrib-
ing doubled to over 240 million. 
SureScripts attributed much of the 
growth to government policies.

Meanwhile, Medicare was mov-
ing ahead on another front.  In 2007, 
CMS launched an EHR demonstra-
tion project that was designed to 
provide fi nancial subsidies to 1,200 

Physician attitudes toward 
health IT began to change 
in 2008, partly because the 
government adopted a 
carrot-and-stick approach
that included both incentives 
for adoption and penalties 
for nonadoption.
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small and medium-sized practices 
that used EHRs for quality improve-
ment. CMS said it would pay up to 
$58,000 per physician, or $290,000 
per practice. In 2008, the agency re-
cruited about 400 practices in four 
communities. Recruiting in another 
eight communities was scheduled to 
begin in 2009, but was suspended 
after the passage of the American 
Recovery and Reinvestment Act, 
which includes health IT incentives 
for physician practices. The 1,500 
physicians recruited in 2008, how-
ever, are still participating in the 5-
year CMS demonstration project.7

Stimulus Incentives 
Change the Game
Healthcare reform was hotly debat-
ed during the 2008 presidential cam-
paign, and several candidates main-
tained that health IT was an essential 
component of reform. One of those 
candidates was Barack Obama, who 
said doctors might be required to get 
EHRs and pledged $50 billion over 
fi ve years to help providers acquire 
health IT.

It was not surprising, therefore, 
that once elected, Obama immedi-
ately promoted health IT. What was 
unusual, however, was the breadth 
and speed of his push for EHR 
adoption, spurred by the national 
economic crisis. Obama wanted 
the massive infusion of government 
spending from the economic stimu-
lus legislation to not only put people 
back to work, but also to advance 
his policy objectives. So Congress 
included $19.2 billion for health IT 
incentives in the American Recov-
ery and Reinvestment Act of 2009. 
Of that, about $2 billion has been 
designated for health information 
exchanges, standards development, 
and other legislated goals. The rest is 
to be used to incentivize physicians 

and hospitals to adopt EHRs.
Medicare and Medicaid will pay 

rewards to doctors who demonstrate 
“meaningful use” of a qualifi ed 
EHR. The payments will be spread 
out over a fi ve-year period begin-
ning in 2011. A nonhospital-based 
physician who shows meaningful 
use in that year will be eligible for a 
maximum payment of $44,000 from 
Medicare if he or she participates in 
that program. Physicians who derive 
at least 30 percent or more of their 
volume from Medicaid, or 20 per-
cent for pediatricians, are eligible for 
up to $64,000. Physicians can receive 
subsidies from only one of these pro-
grams, and doctors who practice in 
underserved areas are eligible for an 
extra 10 percent from Medicare.

Under the Medicare provisions, 
a physician who applies in 2011 
or 2012 can receive $18,000 that 
year, followed by annual payments 
of $12,000, $8,000, $4,000, and 
$2,000. Those who apply in 2013 
receive $15,000 in the initial year, 
followed by three years of diminish-
ing payments. The fi rst-year pay-
ment in 2014 is $12,000, with lower 
incentives the following two years. 

No incentives are available to any-
one who applies after that, and no 
payouts will occur after 2016. 

Penalties for not adopting an 
EHR begin in 2015. Physicians who 
are not using qualifi ed EMRs mean-
ingfully by 2015 will lose 1 percent 

of their Medicare reimbursement; 
in 2016, they will forfeit 2 percent; 
and in 2017 and each year thereaf-
ter, 3 percent. If less than 75 percent 
of physicians have met the EHR re-
quirements by 2018, the secretary of 
Health and Human Services is em-
powered to cut Medicare payments 
to the laggards by up to 5 percent.

Observers are divided on how 
much these incentives will affect 
physician adoption of EHRs. But 
they agree that the legislation’s im-
pact depends partly on how “mean-
ingful use” is defi ned and what kind 
of EHRs physicians are required to 
obtain. At the time of this writing, 
it appeared that software programs 
certifi ed by the Certifi cation Com-
mission for Health Information 
Technology (CCHIT) will be consid-
ered qualifi ed, but that the govern-
ment will weigh in on the criteria to 
be applied. “Meaningful use” will 
include e-prescribing, the reporting 
of quality data, and the exchange 
of information among healthcare 
providers. HHS Secretary Kathleen 
Sebelius will issue the defi nition of 
“meaningful use” after these statu-
tory requirements are fl eshed out, 
but it is already clear that EHRs will 
have to be used to improve health-
care quality.

Many physicians are likely to 
adopt EHRs because they don’t want 
to be penalized fi nancially later on or 
because they believe that health IT 
will eventually be mandated, accord-
ing to some experts. But there are 
also physicians who strongly believe 
that EHRs can help them deliver a 

higher quality of care. Some of these 
doctors view EHRs as a tool that can 
help them reorganize their practices 
into patient-centered medical homes. 
This is not an easy task, but fortu-
nately, many other healthcare stake-
holders are stepping in to help.

Some doctors view 
EHRs as a tool that can 
help them reorganize 
their practices into 
patient-centered 
medical homes.
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THE MEDICAL HOME
The American Academy of Pediat-
rics fi rst developed the concept of 
the medical home in 1967 as a way 
to archive patient records from a 
variety of sources. A few years ago, 
several medical societies revived the 
idea in an effort to transform pri-
mary-care practices. Their goal was 
to support quality improvement and 
better coordination of care while 
improving the fi nancial basis for pri-
mary care. Since then, with strong 
backing from corporations, gov-
ernment, and insurance companies, 
the patient-centered medical home 
(PCMH) has generated pilot proj-
ects across the country and become 
a major component of healthcare re-
form proposals.

In February 2007, the American 
Academy of Family Physicians, the 
American Academy of Pediatrics, 
the American College of Physi-
cians, and the American Osteopath-
ic Association issued their “Joint 
Principles of the Patient Centered 
Medical Home.” In summary, the 
groups said that a PCMH requires 
a personal physician who guides pa-
tients through the healthcare system 
and who leads a practice team that 
“collectively takes responsibility for 
the ongoing care of patients.” The 
PCMH is committed to coordinating 
all aspects of a patient’s care across 
all settings. In return, physicians who 
provide medical homes are to be paid 
an extra amount that “should refl ect 
the value of physician and nonphysi-
cian staff patient-centered care man-
agement work that falls outside of 
the face-to-face visit.” 

A PCMH is supposed to offer 
extended hours and open-access 
scheduling, and practice care teams 
are expected to provide continuity 
of care outside of offi ce visits. For 
example, they could allow patients 

to communicate with the practice 
online. Physicians are also expected 
to use IT to communicate with other 
providers.

The basic contours of the PCMH 
were established by the AAFP’s 
TransforMed demonstration proj-
ect. In this two-year, $8 million test, 
three dozen small- and medium-
sized family practices tried to turn 
themselves into medical homes, with 
varying degrees of success.8 Propo-
nents of the PCMH approach also 
cite a North Carolina Medicaid pro-
gram that saved nearly half a billion 
dollars by paying physicians extra to 
coordinate care.

Many employers and health plans 
are convinced that this approach 
will save them money. In pilot proj-
ects across the country, insurance 
companies are already paying some 
primary-care doctors for providing 
medical homes. The most common 
approach is to pay a monthly capita-
tion amount in addition to a doctor’s 
regular fee-for-service reimburse-
ment. In some cases, health plans are 
paying medical-home physicians bo-
nuses or raising their rates.

As mentioned earlier, Blue Cross 
Blue Shield of Michigan has recog-
nized 1,000 physicians in its net-
work as medical homes, and the 
plan is paying them 10 percent ex-
tra. UnitedHealth, one of the biggest 
national insurers, recently launched 
a medical home pilot in Arizona in 
which it will pay participating doc-
tors a quarterly “management fee” 

for coordinating their patients’ care. 
The physicians will also be eligible 
for bonuses if they meet United’s 
quality goals.9

CMS is preparing to launch a 
PCMH demonstration project that 
will involve 2,000 physicians and 
400,000 Medicare benefi ciaries in 
eight states. Before adjustment for 
the severity of each patient’s health 
condition, CMS is expected to pay 
physicians from $40.40 to $51.70 
per patient per month for care co-
ordination. The amount depends on 
whether the doctor has qualifi ed as 
a Tier I or a Tier II medical home 
under the criteria of the National 
Committee on Quality Assurance 
(NCQA).10

NCQA’s recognition of practices 
as medical homes has already be-
come the standard for determining 
eligibility for PCMH payments. The 
medical home recognition, which is 
an extension of the Physician Prac-
tice Connections (PPC) recognition 
that NCQA previously bestowed 
on practices that adopted health IT, 
doesn’t specifi cally require the use 
of an EHR. But it is very diffi cult to 

get suffi cient points needed for an 
advanced level of certifi cation with-
out one. Even for basic recognition 
as a medical home, physicians must 
perform a number of data-based ac-
tivities that having an EHR would 
greatly facilitate.11

Among the aspects of care mea-
sured by the PPC-PCMH program 
are:

The medical home recognition doesn’t 
speci� cally require the use of an EHR, but it is 
very di�  cult to get su�  cient points needed for 
an advanced level of certi� cation without one.
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▼ Access and communication
▼  Patient tracking and registry 

functions
▼ Care management
▼  Patient self-management sup-

port
▼ Electronic prescribing
▼ Test tracking
▼ Referral tracking
▼  Performance reporting and im-

provement
▼  Advanced electronic communi-

cations
It is possible for physicians to be 

recognized as medical homes with-
out having EHRs; they could use 
electronic registries provided by 
their PHO or IPA to track patients 
with specifi c conditions and make 
sure they get the care they need. But 
there has been strong emphasis on 
getting physicians to adopt EHRs to 
leverage their capabilities to coordi-
nate care.

Although health policy experts 
continue to debate whether small 
practices have the necessary resourc-
es to become medical homes, and 
how long it might take them to do 
so, there is strong political and busi-
ness pressure for this movement to 
succeed. In Arizona, for example, 
United is paying upfront for a con-
sultant to advise doctors on how to 
reengineer their practices.12 And in 
a recent article about the medical 
home and the large number of pro-
viders that primary physicians must 
coordinate for each patient, two 
government offi cials suggested that 
“a community-based health exten-
sion service may play an important 
role in the transformation and sus-
tainability of primary care.” Among 
other things, such an extension ser-
vice — which the stimulus legisla-

tion also authorized to help doctors 
adopt EHRs — could “provide pri-
mary-care practices with quality im-
provement and technical assistance, 
including practice redesign.”

Regardless of how medical homes 
are established, they will no doubt 
play a signifi cant role in healthcare 
reform efforts. Obama and Sebel-
ius have both endorsed the medical 
home concept, and recent congres-
sional hearings focused on the pa-
tient-centered medical home. 

Meanwhile, primary-care phy-
sicians are becoming increasingly 
interested in the idea as they see a 
real possibility of increasing their 
incomes — and their job satisfac-
tion — by becoming medical homes. 
Some of this interest may have been 
spurred by reports that some phy-
sicians could see bonuses of up to 
30 percent. The NCQA has recog-
nized only 800 physicians as medical 
homes so far — but that’s four times 
as many as a year ago.

CONCLUSION
As national policymakers grapple 
with healthcare reform, most ob-
servers agree that more health IT 
will be required to improve access 
and quality and lower costs. Payers 
are already rewarding practices that 
pursue these objectives with vari-
ous incentives for meeting quality 
goals, providing medical homes, and 
adopting IT. Healthcare reform is 
likely to accelerate these efforts, and 
a signifi cant share of physician reim-
bursement could eventually depend 
on patient outcomes and keeping pa-
tients healthy.

Some medical societies are urg-
ing their members to adopt EHRs 
as soon as possible to take advan-

tage of the government incentives 
for use of health IT. Physicians who 
follow that advice can prepare for 
changes in healthcare reimburse-
ment — and transform the practice 
of medicine. ■
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