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Wellness Health Incentive Payment Program
Maricopa County, AZ

Sustainable healthcare should always involve a responsible partnership between the payor and the 
healthcare administrative vendor or third party administrator whose paid administrative fees can 
increase or decrease dependent upon performance measured against nationally recognized health 
and wellness performance standards. The Wellness Health Incentive Payment (WHIP) Program can 
hold healthcare administrative vendors accountable for wellness activity and ultimately for facilitating 
positive health/wellness outcomes, as well as penalize or reward healthcare administrative vendors 
according to the vendor’s performance as measured against nationally recognized standards.

Maricopa County, Arizona, by population, is the fourth largest county in the United States and provides 
healthcare to approximately 30,000 people through Maricopa County’s self-insured $144 million 
Employee Health Initiatives Department and Trust Fund. In this innovation, the primary healthcare 
vendor reimbursement emphasis has been for the payor to reimburse the third party administrator or 
healthcare administrative vendor solely for medical claims and administrative services with a modest 
emphasis placed upon reimbursement for annual health and wellness performance and progress 
towards achieving specific disease prevention milestones in the following areas:

• Mammography Screenings

• Well Adult Screenings

• Well Child Screenings

• Colorectal Cancer Screenings

• Well Child Immunizations

The Maricopa County Employee Health Initiatives, Employee Health Care Request for Proposal (RFP) 
and subsequent healthcare administrative vendor contract with CIGNA Health Care, Inc, specifies that 
the healthcare vendor must actively “partner” with Maricopa County and propose fee specific health 
wellness and other performance guarantees and incentives. Prior to subsequent contract renewal and 
each year thereafter, these guarantees are negotiated with the contract overseer, Maricopa County’s 
Employee Health Initiatives Department, until the contract is otherwise concluded.

The minimum health and wellness performance standards are based on the national Health Employer 
Data Information Standards (HEDIS) for specific health and wellness disease preventive activity or an 
agreed upon higher metric standard.
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Immediately following the implementation of the WHIP and measurement 
of the first year results, the payor and the vendors should shift their focus 
immediately to negotiating “stretch goals” for the next contractual evaluation 
period. Payors will need to determine and prioritize how much of their budget 
will be invested and allocated to the payment of vendor incentives in the event 
that the vendor exceeds the performance standards. The payor and the vendor 
must be patient and commit to a vision of continuous long-term improvements 
in both increased screenings and increased disease prevention activities as well as improving health 
outcomes and avoiding short term and long term medical costs.

As a result of the WHIP Program and other factors, Maricopa County has been consistently developing 
a culture of health awareness and high employee health benefit satisfaction. Costs have increased at a 
significantly lower rate than the national average.

Massachusetts state and local governments and other private and public payors fund and provide 
healthcare to populations where the health status outcomes and the cost of care would benefit 
significantly if the healthcare administrative vendor and their agents are financially encouraged to 
periodically and systematically evaluate individuals for indicators of the early stages of disease and 
also take timely preventive measures to prevent disease so that all children and adults live well into the 
future.

Payors and vendors will need to diligently evaluate the economic values of each of their discrete 
performance guarantees and performance incentives based on past vendor performance, the 
demographic needs and the health risks of the payor’s respective population, and/or in what specific 
health and wellness activity areas the vendor needs more positive or negative reinforcement in contrast 
to a “straight line” performance guarantee/performance incentive strategy or “scheme” wherein each 
performance guarantee or performance incentive is always “valued” or “weighted” equally. At any 
given point in time in any population, one should not assume that all wellness activity performance 
guarantees should be weighted equally.

The WHIP Program alone will not guarantee that all populations served by the payor and the healthcare 
vendor will live well into the future. WHIP should be viewed as one instrument in a comprehensive 
Health Care Reform “tool box” that creates a socially responsible yet financially focused wellness payor/
vendor partnership to improve health outcomes, prevent disease, and reduce medical costs.

Payors must be willing to identify, procure and monitor progressive-minded vendor organizations 
that are willing to be a “true” wellness partner and not select vendors that are conspicuously risk 
averse in regards to the receipt of the vendor’s reimbursement fees for both health screenings and 
administrative activities regardless of how the vendor performs in comparison to the minimum 
performance guarantees or the incentive earning level of performance. Payor and vendors must be 
patient and mutually commit to a path of continuous long term improvement in both health/wellness 
and administrative performance activity areas.
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A National Market for Individual Health Insurance
University of Minnesota 
Division of Health Policy and Management 
Minneapolis, MN

background
Health insurance markets are regulated by the states under the McCarran-Ferguson Act (15 U.S.C. 
1011) of 1945. The ‘purpose clause’ of the Act states that regulation and taxation of the business 
of insurance by the states is in the public interest. As a result of McCarran-Ferguson, every health 
insurer must be licensed in the policyholder’s state of residence. The states have responded with a 
complex patchwork of mandates and laws that vary widely across the country. As a result, people 
who buy health insurance in the individual insurance market (i.e. they pay the premium themselves, 
without an employer or union contribution) pay wildly different premiums depending on where 
they happen to live. A 49-year old man in Trenton, NJ can enroll in a popular Health Maintenance 
Organization (HMO) for $409 per month. If he lived across the Delaware River in Morrisville, PA, 
the premium for an HMO with the same coverage would cost just $250 per month. He would also 
find many more choices in Pennsylvania – 97, compared with 19 in New Jersey. These differences in 
premiums and choices are not caused by differences in prices or the doctors and hospitals in each 
community. Our Garden Stater might get his medical care at excellent hospitals in Philadelphia, and 
the Pennsylvanian could drive over the river to excellent hospitals in New Jersey. 

What distinguishes our two customers is that New Jersey is one of the most heavily regulated states in 
the U.S. It requires that all individual insurance policies be community rated, meaning that insurers are 
not allowed to recognize differences in risk that cause healthcare costs to be higher for some people than 
for others. Because community rating requires low-risk policyholders (often young and less wealthy) to 
subsidize high-risk policyholders, many people have dropped coverage and those who remain insured 
pay higher premiums. New Jersey also requires insurers to sell insurance to all potential customers 
regardless of health or pre-existing conditions, and it has 30 insurance mandates that require insurers 
to cover particular services or providers.

The economic law of demand says that high prices will drive customers away, and that is exactly what 
has happened in New Jersey’s individual health insurance market. In 2008, we estimate there were 
only 20,328 individual policyholders in the entire state; in contrast, Pennsylvania, a state with about 
40% more people, had 644,614 individual policyholders. The problem of excessive regulation plays out 
across the country, where we observe that heavily-regulated states have higher premiums and stunted 
individual insurance markets, while less-regulated states have lower premiums and more vibrant 
markets. Until we solve this problem, the individual insurance market will never develop adequately to 
meet the needs of the self-employed and workers whose employers do not offer health insurance. 
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Solution 
Today, most large employers that offer health insurance are exempt from McCarran-Ferguson 
through another federal law, the Employee Retirement Income Security Act (ERISA) (Pub.L. 93-
406, 88 Stat. 829), which states that firms that provide insurance as an employee benefit without the 
assistance of a risk-bearing insurer are not subject to state regulation. Self-insured firms can buy 
insurance anywhere, from any carrier that meets their needs. Only individuals and small employer 
groups are regulated by the states and must buy insurance from an in-state carrier, if at all. 

Federal lawmakers are interested in changing the law that prohibits individual health insurance from 
being sold across state lines.1 Advocates of this reform argue that state-level regulations distort prices 
and that permitting national competition for such insurance has the potential to increase demand for 
individual health insurance policies. 

To fix the problem identified above, we propose to allow people to shop across state lines for individual 
health insurance. Under our proposal, individuals could buy insurance licensed in another state. We 
conducted a simulation analysis of three specific alternatives for the state of purchase: the least-regulated 
large state; the least-regulated state in each of four geographic regions; and the least-regulated of all 
states. The simulations showed that our proposal has the potential to increase significantly the take-up 
of individual health insurance in the U.S. 

Positive Outcomes 
Literature was reviewed to characterize the state-specific individual insurance markets with respect to 
state regulations and to identify the effect of those regulations on health insurance premiums. We used 
empirical data to develop premium estimates that reflect state-specific differences in health care markets 
and we used a revised version of the 2005 Medical Expenditure Panel Survey (MEPS) to complete a set 
of simulations to identify the impact of three scenarios for development of a national market. The three 
scenarios are: 

• Scenario 1: Only the five largest states, by population, are eligible for the national market. The 
idea is that insurance departments in large states have the critical skills to take on additional 
regulatory responsibilities for new out-of-state customers. The five largest states in the United 
States are California, Texas, New York, Florida, and Illinois. Of these, Texas has the least-regulated 
health insurance environment and is the national shopping state in the simulation. 

• Scenario 2: The national market is divided into Northeast, South, Midwest, and West. Residents in 
each region can buy insurance from the state in their region with the most favorable premium due 
to decreased regulation. This scenario was based on the regional Medicare Part D (drug coverage) 
and TriCare (armed services) contracts with insurance carriers. The Northeast state with the least 
regulated environment was New Hampshire; the Midwest, Nebraska; the West, Arizona; and the 
South, Alabama. 

• Scenario 3: For this scenario, the state with the least regulation is identified as Alabama. All 
interstate consumers are assumed to switch policies to Alabama unless they already are residents 
of Alabama. This could be the most extreme outcome of legislation similar to that proposed by 
Rep. Shadegg. 

Each scenario was run on a set of minimum, moderate and maximum impacts of state-specific 
regulations derived from the literature. The impact of each scenario was calculated by multiplying 
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A National Market for Individual Health Insurance

a given person’s original premium by a state-specific adjustment factor to predict 
the premium for that person in the national market. If the consumer faces a lower 
premium as a result of the proposed policy change, the consumer will choose the 
better price. If the new premium is not a better deal than in the home state, they will 
choose the home state in the simulation. 

Under the moderate impact assumption, competition among the five largest states 
would increase insurance coverage by 4.7 million individuals from a base of 47 
million uninsured. Under the scenario of competition within four regions, we find 
greater insurance take-up with a moderate impact estimate of 7.8 million newly 
insured. Allowing for a national market where anyone can shop for health insurance 
in the least-regulated state yields the largest gain of 8.5 million previously uninsured 
who now have coverage. 

We also analyzed the impact of our proposal across different income groups. Selecting 
household income of $45,000 as the cutoff because this is roughly the mean U.S. 
household income, we found a greater percentage increase in insurance occurring 
among the population with less than $45,000 income (44%), compared with those 
with more than $45,000 income (37%). 

Costs
Development of a national market requires no additional federal resources other 
than support for legislation to permit the development of such a change. However, 
under any scenario for interstate shopping, there will be significant implementation 
issues. Rep. Shadegg’s ‘Health Care Choice Act of 2005’ exempted the policy from 
coverage laws in the policyholder’s state of residence, but left the insurer with some obligations to that 
state, such as premium taxes and compliance with state fraud and abuse laws. These proposals might 
form the basis for legislated or contractual agreements to divide regulatory powers between the states 
of issue and residence. Adequate disclosure to consumers of the states’ obligations will be paramount 
for this plan to work. 

Conclusion
The Massachusetts plan received a great deal of interest and renewed interest in health insurance reform 
at the national level. The Commonwealth Health Insurance Connector, where over 350,000 people 
have signed up for coverage, could play an important role in a national market by allowing people 
from other states to shop for insurance plans that have the Connector’s ‘seal of approval.’ However, the 
subsidized insurance program that is at the heart of the state’s initiative has suffered from high costs, 
and employers are finding that the minimum coverage standards for 2009 are making insurance more 
expensive than they can afford. 

A national market could be combined with tax credits for purchasing health insurance, as proposed by 
then-presidential candidate Senator John McCain (R-AZ), or with a health insurance exchange model, 
as proposed by President Obama. Others, including Senator Ron Wyden (D-OR), have argued for an 
individual mandate to buy insurance that is not tied to the workplace. A national market for individual 
insurance would make the cost of that mandate more affordable.
ENDNOTES 
1. Representative John Shadegg’s (R-AZ) and Senator Jim DeMint’s (R-SC) ‘Health Care Choice Act of 2005’ (H.R. 2355 and S.1015) would amend the 
Public Health Service Act (Title 42 U.S.C.) to allow for interstate commerce in health insurance while preserving the states’ primary responsibility for 
regulation of health insurance.
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Health Insurance Cost Control
Fallon Community Health Plan 
Worcester, MA

background
The combined use of limited, or selective, provider networks and a defined contribution strategy 
presents an immediate opportunity for government entities and employer groups to achieve significant 
and sustainable health insurance savings and reduce medical cost trends, while maintaining coverage 
levels and quality of care. This solution illustrates the impact of changes in consumer behavior that 
occur as a result of economic conditions and opportunities. Offered together, limited networks and a 
defined contribution strategy will produce the following benefits:

• Immediate and material savings in employer contribution dollars 
• Consistent health insurance benefit and customer satisfaction levels
• Reduction in year-over-year medical cost trends
• Increased predictability in year-over-year employer contributions
• Increased number of consumers making value-based decisions
• Reinforced value of community hospitals

Limited networks include providers carefully chosen using objective clinical and service quality 
measures. Fallon Community Health Plan’s (FCHP) experience proves that the delivery of care by 
these providers is more efficient and effective. Annual medical costs in FCHP’s limited networks are 
15% lower than costs in our more expansive network. Consumers receive the same level of benefits and 
have the same level of satisfaction in the limited network option as they do within a broad network. 
A defined, “equal dollar” contribution strategy, typically between 80% and 100% of the lowest cost 
option, is successful in driving consumers toward efficient and effective providers. Increased consumer 
choice in turn motivates other providers to improve quality, efficiency and infrastructure, ultimately 
driving down healthcare costs.

Leveraging limited network options in combination with an equal dollar contribution strategy can 
produce immediate and significant savings for all stakeholders in the health care system and pave the 
way for sustainable change in the marketplace.

Problem 
Health care spending in Massachusetts is 33% higher than the U.S. average.* Ever-rising health care 
costs and the recession have combined to create unpalatable decisions for business and government.  For 
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employers, health care spending is the second highest expense behind salaries. Employers, government 
entities and municipalities in Massachusetts looking for ways to reduce their health care expenses 
have typically been forced to cut back on benefits or switch to high-deductible health plans for budget 
relief. These solutions are unfavorable for consumers because it reduces and/or complicates how they 
are covered. The combined use of a limited provider network and a defined contribution strategy is an 
immediate opportunity for these entities to achieve significant savings without reducing the level of 
coverage and quality of care offered to employees.1

Solution 
The solution calls for providing a group health insurance plan that is supported by two components: a 
limited network of providers and a defined contribution strategy.  

Providers in the limited network are selected using objective clinical and service quality measures. 
Most providers in FCHP’s limited network have a proven track record of innovation, including the 
implementation of an electronic medical record system. The level of benefits in the plan design 
supported by the limited network is identical to the level of benefits of the plan design supported 
by the more expansive network. The premium is favorably impacted by the combined efficiency and 
effectiveness of network providers. 

Employer contribution strategy is a critical component of health insurance costs. With an equal 
percentage strategy, the employer contributes an equal percentage across all health plan options 
offered to employees and employees pay the remaining percentage. With an equal dollar strategy, the 
employer contributes a fixed dollar amount based on the lowest cost option and employees contribute 
any premium beyond the fixed dollar amount.     
Illustrative example:  
Employer group with 70 employees that offers employees a choice of two plans: 

• Plan A (expansive network; total cost of $500 per month per employee) 
• Plan B (limited network; total cost of $425 per month per employee) 

Scenario I. Equal percentage contribution strategy - employer contributes 80% regardless of plan 
design

• Plan A - 50 employees enrolled; employer contributes $400 per employee/$20,000 total per month; 
employees each contribute $100/month    

• Plan B - 20 employees enrolled; employer contributes $340 per employee/$6,800 total per month; 
employees each contribute $85/month 

• Total employer contribution = $26,800/month 
Scenario II. Equal dollar contribution strategy - employer contributes an equal dollar amount set at 80% 
of the lowest cost plan ($340 per employee per month)
Without a change in plan choice by employees:

• Plan A - 50 employees enrolled; employer contributes $340 per employee/$17,000 total per month; 
employees each contribute $160/month    

• Plan B - 20 employees enrolled; employer contributes $340 per employee/$6,800 total per month; 
employees each contribute $85/month 
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• Total employer contribution = $23,800/month for a total savings of $3,000/
month.

Scenario III.  Equal dollar contribution strategy  - same as above but 50% of employees 
shift from Plan A to Plan B

In this scenario, if 50% of the consumers with Plan A make value-based decisions 
and shift to Plan B (savings to them of $75/month), the employer contribution (as 
in Scenario II) is reduced by $3,000/month, but in addition, the total employee 
contribution is reduced by $1,875/month.

Benefits   
• Annual medical costs in FCHP’s limited network plan are 15% lower than 

costs in the expansive network plan. 
• FCHP’s limited network performed, on average, 1.5% better on four key 

HEDIS metrics related to preventive care (breast cancer screening, cervical cancer screening, 
HbA1c screening for diabetics, cholesterol screening for diabetics).  Improvements in quality of 
care can be extended into improved productivity (via attendance) in the workplace.

• Customer satisfaction results are consistent between FCHP members in the limited network plan 
and the expansive network plan.  Consumers are not subject to cost shifting or reduction in benefits 
which negatively impact their satisfaction.

• Consumer behavior is driven by contribution strategy and influenced by economic conditions that 
have lowered the threshold for consumers to make value-based decisions. 

• FCHP has continued to seek out providers in Massachusetts who have demonstrated their ability 
to deliver high quality, cost-efficient and cost-effective care. The network now includes 15 provider 
groups in central and eastern Massachusetts and the North and South Shores. Because of this 
expansion, approximately two-thirds of this state’s population lives within the limited network’s 
service area. 

• Membership in the FCHP limited network product has grown by 40% since 2006 and now includes 
more than 50,000 members.

conclusion
Through the Group Insurance Commission, state employees are offered a robust portfolio of plan 
designs, including FCHP’s limited network product. However, the contribution strategy is legislated. 
Commercial insurance costs are estimated at $983M of which the GIC incurs $830M and employees 
contribute $153M. Under certain assumptions including an equal dollar contribution strategy based on 
100% of the lowest cost plan option that engages employees to “buy down” to the next plan design, the 
GIC contribution could be reduced significantly (an estimated $82M per year) without a change in the 
aggregate cost to employees.

The program should be implemented for municipalities, state entities (i.e. transportation authority) and 
the Group Insurance Commission. As the economic woes aggregate, more consumers may welcome 
the choice of a lower cost plan offering high quality care and benefits. It is incumbent upon the leaders 
of organizations in Massachusetts to become educated about the opportunities that limited networks 
present for them and their constituencies.

1. Boston University School for Public Health 
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CPOE Initiative
New England Healthcare Institute and Massachusetts Technology Collaborative 
Cambridge, MA

background
In 2004, the Massachusetts Technology Collaborative (MTC), in partnership with the New England 
Healthcare Institute (NEHI), created the Massachusetts Hospital CPOE Initiative, a six-year-long 
campaign to speed adoption of a computer technology that can drastically reduce the scourge of harmful 
medication errors. The Initiative’s groundbreaking research revealed that one in every ten patients in 
a Massachusetts community hospital suffers a serious but preventable medication error. The findings 
spurred the Massachusetts Legislature, the state’s private payers and later the US Congress to enact 
policy changes encouraging or requiring the use of Computerized Physician Order Entry, or CPOE. 
NEHI and MTC estimate that statewide hospital adoption of CPOE will prevent 55,000 medication 
errors and save $170 million annually in Massachusetts alone. Improving patient safety by preventing 
harmful medication errors will continue to be an issue of paramount importance as Massachusetts and 
the nation engage in health reform.

Problem 
The quality of healthcare in the United States suffers from a high rate of medical errors, making patient 
safety a critical concern. Every year, an estimated one million medication errors occur and as many as 
100,000 people die from medical mistakes. It is estimated that the costs associated with these medication 
errors reach $2 billion a year. Many of those injuries, deaths and costs are actually preventable – and yet 
they still occur at alarming rates.

Injuries that are caused by medications – such as severe allergic reactions or harmful interactions 
among medications – are known, in medical parlance, as adverse drug events. Preventable adverse 
drug events are caused by human error, such as prescribing or administering the wrong dose of a drug. 
These avoidable yet widespread calamities occur for a variety of reasons, ranging from confusion by a 
doctor, nurse or pharmacist in deciphering illegible handwritten prescriptions to a physician’s failure to 
check a patient’s record for drug allergies or medications already being taken by the patient.

In 2001, a report by the Agency for Healthcare Research and Quality concluded that up to 95 percent of 
adverse drug events “can be prevented by reducing medication errors through computerized monitoring 
systems.’’

The agency was referring to a technology known as Computerized Physician Order Entry, or CPOE. 
CPOE is a computer application used by physicians and other caregivers to enter diagnostic and 
therapeutic orders for tests and drugs for hospital patients. The system assures accuracy through 
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clinical decision support which provides physicians with knowledge of potential medication errors 
and recent test results, as well as prompts for standard screening tests, so that the most common errors 
are avoided.

Despite the potential of these systems to improve clinical outcomes, save lives and save money, 
only a small percentage of hospitals have acquired and implemented CPOE. Of the 73 hospitals in 
Massachusetts, for instance, only 13 had CPOE systems in 2005, leaving 60 hospitals, their doctors and 
their patients without the benefits of this valuable technology.

Solution
The Massachusetts Hospital CPOE Initiative was launched in 2004 by MTC and NEHI, with the 
ambitious goal of improving patient safety and lowering hospital costs through implementation of 
CPOE in every Massachusetts hospital within four years. Early on, NEHI and MTC realized that 
collaboration was critical to the success of the project and brought in key stakeholders including the 
Massachusetts Hospital Association and the Massachusetts Council of Community Hospitals, as well 
as senior hospital executives and the leadership of health plans, public payers, health care quality 
organizations and the business community.  

The goal was to research and assess the potential of CPOE to save lives and save money, and then to 
speed the adoption of CPOE, first throughout the state’s hospital system and then nationwide. The 
initiative began by conducting an assessment of the readiness of all hospitals in Massachusetts to 
adopt CPOE, developing CPOE standards to ensure that the computer systems contain the necessary 
capabilities, and estimating what it would cost individual hospitals to adopt CPOE. Then, two key 
efforts were commissioned to demonstrate CPOE’s potential clinical and financial benefits: a clinical 
baseline study of the existing level of medication errors in Massachusetts community hospitals, and a 
financial analysis on the potential impact of CPOE on the hospitals and their payers.

The clinical research, conducted by Dr. David Bates of Brigham & Women’s Hospital, revealed a 
shocking reality: one in every ten patients in a Massachusetts community hospital suffered a serious 
but preventable medication error. Furthermore, the clinical and financial research found that if CPOE 
were implemented statewide, 55,000 dangerous medication errors would be prevented and $170 
million saved annually in Massachusetts alone.

As a result of the research, NEHI and MTC recommended that all Massachusetts hospitals implement 
CPOE within the four-year period ending in 2011, and that policymakers adopt incentives for hospitals 
to meet that goal. Additionally, the Initiative pledged to continue to provide ongoing implementation 
support to Massachusetts hospitals at all stages of CPOE planning, adoption and operation.

Costs and Benefits 
It was critical for the CPOE Initiative to fully assess the financial costs and savings associated with 
CPOE implementation because hospitals had long cited financial barriers as reasons for not acquiring 
CPOE. PricewaterhouseCoopers undertook this assessment, including the capital, one-time operating 
costs and on-going operating costs of CPOE implementation, as well as an estimate of the payback 
period as a way of determining the hospitals’ recoupment of their investment. 

In general, the majority of the savings from implementing CPOE derive from avoiding adverse drug 
events; the consequence of each adverse drug event is based on an additional and costly 4.6 days of 
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CPOE Initiative
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hospitalization. With patients whose care is paid for on a prospective (fixed) 
payment basis, those daily variable costs that are avoided accrue directly to the 
hospital. With patients whose care is paid for on a fee-for-service basis, the public 
and private payers experience a reduction in cost, but the hospital revenues are 
then decreased by an equal amount. These savings were calculated according to 
each of the six study hospital’s payer mix.

The key financials for a Massachusetts community hospital are:
• Capital and one-time costs of CPOE acquisition and implementation: $2.1 

million
• Annual ongoing operating costs: $435,000
• Annual reduction in operating costs: $2.7 million
• Payback period: 26 months
• Annual benefit to payers: $900,000

Given the 26-month payback demonstrated by the financial analyses, implementation 
of CPOE by all Massachusetts hospitals should be affordable. Hospitals can use 
their own funds, apply for a loan either through conventional means such as banks or through tax 
exempt financing through the Massachusetts Health and Educational Facilities Authority (HEFA), or 
go to an investment bank to get a bond issuance. Additionally, smaller critical access hospitals (less 
than 25 beds) have their own reimbursement methodology and may qualify for other types of federal 
funds. Neither NEHI nor MTC provided any specific CPOE grants to hospitals. 

CPOE also received a boost in the federal Stimulus Bill, which provides financial incentives to hospitals 
to adopt electronic health records that have the capability of providing clinical decision support and 
physician order entry – the key elements of the MTC/NEHI patient safety initiative. The legislation 
reduces Medicare payments for non-adopting hospitals beginning in 2016.  

Conclusion
When analysis of the clinical and financial studies began in 2007, there were 18 Massachusetts hospitals 
with CPOE in various stages of development. In 2009, there are 27 – a 50 percent increase in two years. 
There are another 27 hospitals with signed contracts for a total of 51 out of 73 in two years – a 70 
percent increase.  

The 2008 publication of the research findings spurred two major policy changes in the 
Commonwealth. The first occurred when the private payers, led by Blue Cross Blue Shield of 
Massachusetts, made hospital adoption of CPOE a condition of their quality reimbursement programs. 
The second occurred when the Legislature passed, and the governor signed into law, legislation making 
hospital adoption of CPOE by 2012 a condition of licensure. This provision was included in the 2008 
amendments to Chapter 58, the Massachusetts Health Reform Bill.

NEHI and MTC are now also involved in an effort to bolster support for CPOE by demonstrating 
significant benefit within hospitals that have implemented the technology, in terms of clinical and 
financial outcomes. This evidence, in turn, would support the enactment of the kinds of policies 
described above and represent a significant advance in the safety of hospital patients nationwide.
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