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In 2005, a RAND Corp. report 
predicted that widespread use 
of electronic medical records 

(EMRs) could save the U.S. 
healthcare system $81 billion per 
year. Although use of EMRs has 
increased steadily (Fig. 1), a new 
RAND analysis finds those earlier 
predictions overly optimistic. 

How can EHRs lower costs? 
Although often used interchange-
able, EMRs and EHRs (electronic 
health records) are quite different. 
EMRs, according to the Office 
of the National Coordinator for 
Health Information Technology, 
are digital versions of paper charts. 

EHRs, on the other hand, are 
built to share information with 
other providers and systematically 
collect electronic health informa-
tion about individual patients or 
populations. EHRs aggregate data 
on demographics, medical history, 
medical procedures, and provider 
billing/reimbursement. By sharing 
this data across health systems, 
EHRs are purported to improve 
the quality and cost of health ser-
vices.

In theory, if all medical events 
and procedures were electronically 
recorded and monitored, patients 
would benefit from the coordinated 
care, routinely measured quality, 
and significantly reduced medical 
errors. For example, implementing 
computerized physician order entry 
(CPOE) can save money by avoid-
ing adverse drug events, monitor-
ing chronic and infectious diseases, 
instantly recalling immunization 
records, and cutting down on ad-
ministrative costs. 

The big question is whether 
cost savings from CPOE and new 
ways to make clinical decisions 
are worth the initial investment in 

EHRs, including hardware costs, 
software installation costs, and 
ongoing maintenance costs (not 
to mention disruptive losses in ef-
ficiency with a new system). 

To encourage providers to invest 
in computerized medical records, 
the 2010 Health Information Tech-
nology for Economic and Clinical 
Health (HITECH) Act included 
incentives for hospitals and doctors 
to subsidize investment in costly 
EHR infrastructure, as well as pen-
alties if they didn’t do so by 2015. 

Why haven’t EHRs lowered costs?
As a result of HITECH, each eli-
gible professional can receive as 
much as $44,000 through Medi-
care and $63,750 through Medic-
aid for installing computer systems 
that meet federal standards. The 
increased demand has resulted in a 
significant increase in the number 
of certified EHR vendors—from 60 
in 2008 to more than 1,000 today. 
But has the investment in EHRs re-
sulted in any cost savings to date? 

According to the 2013 RAND 
analysis, putting a dollar figure on 
increased or saved costs is difficult. 
Since the 2005 report, healthcare 
spending has increased $800 bil-
lion; the target of $80 million in 
annual savings has almost certainly 
not been attained. In fact, current 
EHRs might actually increase the 
quantity of health services (and as-
sociated billings) rather than cut 
costs of overall health care.

Increased federal pressure for 
providers to implement EHRs 
might be one of several reasons for 
the increase in healthcare costs. 
Initially, new EHR systems had to 
demonstrate an impressive number 
of core objectives for “meaningful 
use of technology.” However, slow 
adoption forced a drastic lowering 
in mandatory EHR capabilities. 
Consequently, today’s revamped 
healthcare systems are neither 
standardized nor interoperable, 
minimizing the ability to streamline 
care and inform clinical decisions. 

A second reason for increased 
costs is the lackluster efforts on the 
part of providers to reengineer care 
processes. According to David J. 
Brailer, MD, PhD, providers “buy 
the systems today to get govern-
ment handouts, but figure out how 
to make them work tomorrow.” 
Doctors and nurses learn what 
they need to know to operate the 

systems, but lack the technical sup-
port to extensively streamline care. 

As a result, EHRs can sap time 
and present a liability for patient 
safety protocols. Compromised 
care leads to increased health risks, 
clinical mistakes, poor outcomes, 
and soaring health bills. 

Another reason for cost increases 
is that patient billing has become 
the most efficient of the new com-
puterized systems. In a fee-for-ser-
vice payment system, EHRs make 
sure no procedures (surgeries, tests, 
labs, imaging, or consults) are 
overlooked. 

Furthermore, EHRs have made 
it easier to overbill for services. For 
example, clicking yes-boxes or cod-
ing for keywords multiple times—a 
process called “cloning”—repli-
cates procedures unnecessarily. 
“Upcoding” the intensity of care or 
the severity of patients’ conditions 
boosts charges without improving 
the quality of care.

According to a 2010 analysis by 
the Office of the Inspector General, 
claims for lower reimbursement 
categories have dropped since 
2001, but higher-paid levels of care 
have increased across all visits—
especially for Level 5 emergency 
department visits. Although these 
costly trends should, in part, be 
attributed to EHRs, the adminis-
tration is calling for stronger Med-
icaid/Medicare oversight to avoid 
fraud and false documentation in 
the future. 

Additional concerns 
Although costs are a major objec-
tive for proponents of EHRs, ac-
cessibility and quality of care are 
other variables that must be exam-
ined. For example, many health-
care systems experts are optimistic 
about the patient safety improve-
ments resulting from the adoption 
of EHRs. According to a recent 
study in the New England Journal 
of Medicine, electronic data can be 
used to “help detect, manage, and 
learn from potential safety events 
in real time.” 

For example, automated medica-
tion or treatment alerts could help 
save a patient’s life. The authors 
caution, however, that real im-
provements in healthcare quality 
will only occur after the following 
risks to patient care are addressed: 
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fig 1  the use of electronic medical record (eMr)/electronic health record (ehr) systems among 
physicians has steadily increased. “any eMr/ehr system” is a medical or health record system that is 
all or partially electronic (excluding systems solely for billing).
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