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On Jan. 1, 2011, the Medicare incentives program opened for business, promising billions of dollars for 

the use of electronic health records (EHRs).  After 18 months, it’s time to ask: How’d it go? 

Part one of this article will provide a retrospective look at the year behind us to gauge how well CMS 

met their obligations and to identify national trends that appear to be developing due to the programs.  

Part two will examine one of the more important lessons learned over the last 1 ½ years, which will 

provide critical insight for those still looking for an EHR. 

 

Getting Started 

The CMS programs allowed eligible providers (EPs) to attest for incentives on April 1, 2011 and begin 

receiving payments six weeks afterward.  On the same day, Medicaid versions of the program began in 

several states, permitting EPs to qualify immediately for a Year 1 payment of $21,250.  

The latest numbers released by CMS provide a startling glimpse at an industry in the midst of 

remarkable change.  A 2010 study conducted by the Centers for Disease Control found that 10 percent 

of all U.S. ambulatory physicians employed a “fully functional” EHR.  If one correlates the CDC’s idea of 

an EHR to that which CMS requires for the incentives program, (the definitions aren’t identical, but they 

are somewhat similar), we can arrive at a fairly educated and assumptive view of the incentives’ impact 

on the spread of EHRs last year. 

 

Eye-Opening Adoption Rates 

As of March 2012, CMS reported that nearly 150,000 EPs had registered to participate in the Medicare 

incentives program, while another 75,000 had registered for their state’s Medicaid version.  Based on 

figures from AMA’s Physician Characteristics and Distribution in the U.S., 2012, the figures above 

represent approximately 40% of the United States’ total (office-based) physician population.  Again, 

correlating the CDC and CMS data requires some assumptions, but doing so indicates a possible 400% 



increase in the number of physicians who have at least registered and/or intend to use fully-

functional/certified EHRs.  And, this, within only the past 12-18 months! 

The payment amounts themselves also indicate that programs met their obligations in an impressive 

manner.   As of March 2012, $790 million had been distributed to Medicare-participating eligible 

professionals.  Within the same period, EPs participating in their state’s Medicaid versions of the 

program received $628 million.  Finally, within the entire program (ambulatory-based EPs and 

hospitals), CMS has disbursed $4.5 billion in incentive dollars.   

 

Not the Full Story 

As impressive as both the number of participants and amount of payments are, it should be noted that 

the figures above do not represent the programs’ full performances.  As checks generally take six weeks 

to process, the dollar amounts communicated for March likely only account for the January 2011 to mid-

January 2012 period. As well, EPs had until Feb. 29, 2012, to register and attest for the 2011 payment 

year, meaning there are probably more who have qualified – but have not yet been paid – for incentives 

since CMS released the latest figures.  Finally, the Medicaid incentive numbers were dampened by the 

irregular roll-out of each state’s program: While EPs in 43 states are now able to participate fully in a 

Medicaid program, 2011 opened with only a few functional programs, while others were slowly 

launched over the next several months. 

 

2012: The Last Year for Maximum Payments  

Even more significant gains are expected for 2012.  CMS’ payment schedule was designed to encourage 

early adopters of EHR technology.  For example, those who met Meaningful Use standards in 2011 will 

not only be rewarded with opportunities for maximum incentive payments, but will also have three 

years to participate at the lower Stage 1 performance requirements.   

However, the days of such advantages are drawing to a close.  EPs have only until October 1, 2012 to 

adopt and begin meeting performance standards if they hope to see Medicare’s maximum incentive 

payments of $44,000.  Those who wait until 2013 and beyond will have fewer years to participate and 

recognize smaller incentive totals.  Worse yet, EPs who do not meet MU standards by 2015 will face 

Medicare penalties that increase each year afterward. 

Given such (vanishing) carrots and (impending) sticks, industry experts expect an even greater number 

of EPs to jump into the incentive programs this year.  However, those who hope to do so in time to 

qualify in 2012 face a critical time-crunch.  Strong adoption rates over the last 18 months have pushed 

the implementation capabilities of many EHR vendors’ to the max.  As October 1 draws closer, 

implementation schedules will likely stretch into months, making 2012 qualification that much less 

likely.  The bottom line: If you want to ensure your EPs of maximum benefits, it’s time to start the 

buying process now. 



 

A Look Ahead…  

The spark provided by federal incentive programs has ignited a wildfire of EHR adoption across the 

country.  Just two years ago, only one of every ten physicians possessed a fully-functional EHR.  In less 

than 18 months, CMS figures appear to indicate that number has now skyrocketed to 40%.  If CMS 

intended the incentive programs to bring more physicians and practices to electronic records, it’s hard 

to doubt their success. 

Next week’s conclusion will examine what CMS has identified as a primary obstacle to successful 

participation in the EHR incentive programs.  Readers will understand how to identify this pitfall and 

choose solutions and vendors that offer the likelihood of greater incentive conversion rates for their 

customers. 


