
THE VALUE OF ELECTRONIC HEALTH RECORDS 
IN SOLO OR SMALL GROUP PRACTICES 

 

Robert H. Miller, Ph.D. 
Christopher West 
Tiffany Martin Brown, M.A. 
Ida Sim, M.D., Ph.D. 
Chris Ganchoff, M.A. 
 

 
Health Affairs 
September/October 2005 
24 (5): 1127–37 
 
Full text is available at: 
http://content.healthaffairs.org/
cgi/content/full/24/5/1127?ijkey
=4c.JRRq4aAYOI&keytype=ref
&siteid=healthaff 
 
 
For more information about 

this study, contact: 
 

Robert H. Miller, Ph.D. 
Professor of Health Economics 
Institute for Health and Aging 
University of California, 

San Francisco 
E-MAIL  millerr@ucsf.edu 
 

or 
 

Mary Mahon 
Public Information Officer 
The Commonwealth Fund 
TEL  212-606-3853 
E-MAIL  mm@cmwf.org 
 
 
 
 
Commonwealth Fund Pub. #862 
September 2005 
 
In the Literature presents brief 
summaries of Commonwealth Fund–
supported research recently pub-
lished in professional journals. To 
read or learn more about new pub-
lications as soon as they become 
available, visit www.cmwf.org and 
register to receive Commonwealth 
Fund e-mail alerts. 
 
THE COMMONWEALTH FUND 
ONE EAST 75TH STREET 
NEW YORK, NY 10021-2692 
TEL 212.606.3800 
FAX 212.606.3500 
E-MAIL cmwf@cmwf.org 
http://www.cmwf.org 

Most experts agree that electronic health 
records (EHRs) can improve the efficiency 
and quality of health care. But what about 
the costs and benefits associated with the 
technology, particularly for solo or small 
group practices, where more than two-
thirds of U.S. physicians work? Common-
wealth Fund-supported research by Robert 
Miller, Ph.D., and colleagues at the Uni-
versity of California, San Francisco, finds 
that for small group practices with EHRs, 
initial costs average $44,000 per physician 
(or nurse practitioner), with ongoing costs 
averaging $8,400 per physician per year. 
 
While these expenses may seem steep, the 
researchers estimate that the average prac-
tice would cover its costs in under three 
years and, after that, profit considerably. 
Still, most physician offices spend more 
time at work initially. And some practices 
faced substantial financial risks, including 
long payback periods, billing problems, and 
data loss. 
 
For the study, “The Value of Electronic 
Health Records in Solo or Small Group 
Practices,” (Health Affairs, Sept./Oct. 2005) 
Miller and his team conducted 14 case 
studies of solo or small primary care prac-
tices that had used EHRs for one to three 
years. They interviewed EHR champions, 
observed providers’ use of EHRs, and re-
viewed vendor contracts and practice re-
ports from July 2004 through May 2005. 
 
Financial Costs and Quality of Life 
The study found that initial costs ranged 
from $37,056 to $63,600 per physician (or 
nurse practitioner). Disparities in expenses 

mostly reflected the varying levels of exist-
ing office hardware before EHR imple-
mentation and the technical and negotiat-
ing skills of the office champions. Average 
yearly costs of $8,400 per physician (or 
nurse practitioner) were mainly for soft-
ware maintenance and support, hardware 
replacement, and payments to information 
systems staff and contractors. 
 
In addition to some initial lost revenue, 
providers reported that they worked longer 
hours for an average of four months, as 
they entered data and became more famil-
iar with the software. EHR champions had 
especially heavy time costs. But following 
the implementation period, some providers 
reported time savings and improved quality 
of life, and many liked accessing records 
from home. 
 
Improved Billing, Efficiency 
Lead to Benefits 
Despite the substantial startup costs, the 
average practice would pay for its initial 
and ongoing EHR costs within 2.5 years, 
the authors found. For the physician prac-
tices studied, the financial benefits averaged 
$33,000 per physician per year. These sav-
ings came from two main sources: in-
creased coding levels that led to improved 
billing, and greater efficiency from a de-
crease in personnel costs. All practices re-
ported some savings, ranging from $1,000 
to $42,500 per physician (or nurse practi-
tioner) per year. 
 
On the other hand, a few practices would 
not fare as well. According to the study's 
estimates, one would take nine years to 
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cover its costs, while two would never pay for their 
EHR systems, assuming no change in yearly benefits. 
 
EHRs Not Extensively Used for 
Quality Improvement 
Using EHRs provides physicians with some “auto-
matic” quality benefits, the authors say, like improved 
data organization, accessibility, and legibility. Moreover, 
all the study practices engaged in at least some quality 
improvement (QI)–related EHR activities. However, 
only two extensively used EHR capabilities to system-
atically improve chronic and preventive care. Twelve 
practices reported using computerized reminders, but 
only five had practice-set reminders for patients with at 
least one type of chronic condition. Just four practices 
had created lists of patients who required needed services, 
like diabetics overdue for hemoglobin tests, and two 
practices generated reports on provider performance.  
 
Policy Implications 
To use EHRs for QI requires providers’ time, ability, 
and willingness to make complementary process 
changes and to learn advanced EHR features. Lack of 
financial compensation for these tasks helps explains 
why extensive QI changes were limited.  
 
Pay-for-performance policy initiatives that offer finan-
cial incentives and reward a wide array of clinical meas-

ures could help to increase QI gains, while particularly 
benefiting practices that use EHRs. At the same time, 
the authors suggest that policies promoting support ser-
vices for practices, like technical and office redesign, 
could reduce providers’ time and financial costs for QI-
related EHR activities—particularly for those physicians 
with less technological or business savvy—while ex-
panding the extent of their use. 
 
 
 

Facts and Figures 

• Electronic health record software training and 
installation costs averaged $22,038 per physi-
cian (or nurse practitioner). Software alone ac-
counted for about one-third of overall costs. 

• Efficiency-related revenue gains from increased 
visits accounted for 8.1 percent of financial 
benefits, but only three practices reported them. 

• Almost all providers used electronic health re-
cords for common tasks, including prescribing, 
viewing, within-practice messaging, and bill-
ing. Few practices used them for quality im-
provement, performance reporting, or patient–
provider communication. 

 
 
 
 

Electronic Health Record Financial Benefits per Physician or Nurse Practitioner
Averaged About $33,000 per Year
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* Personnel savings (excluding transcription), transaction savings, and paper supplies savings.
Source: Based on data from R. H. Miller et al., “The Value of Electronic Health Records in Solo
or Small Group Practices,” Health Affairs 24 (Sept./Oct. 2005): 1127–37.
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