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Executive Summary

This study examines the cost-effectiveness and overall value of using third-party medical
transcription services versus keeping medical transcriptionists on a medical office’s payroll.
The research completed to create this study analyzes the following attributes of contracting
with medical transcription companies:

1) Cost efficiency
2) Productivity and timeliness
3) Accuracy

4) Compliance with government regulations

Analyses of several benchmarks, such as standard in-house transcription pay versus the
costs of using third-party transcriptionist services, shows that medical practices, hospitals,
surgical centers, and other entities can expect a savings of approximately 41% by
using third-party medical transcription services (see page five for a breakdown of this
benchmark).

Cost savings are reflected not only via hourly pay figures, but also through savings on
investment in transcription equipment, employee benefits, payroll taxes, employee over-
head costs, and other factors.

In addition, practices that use third-party medical transcription services don’t face slowed
reimbursement due to lack of transcribed documentation as often, since third-party medical
transcription companies have backup transcriptionists on-hand to fill in at all times — this
means that no time is lost over holidays or weekends, or due to sick days or vacation.

Medical practices that use third-party medical transcription services often find that they can
concentrate more fully on the business of practicing medicine and administering quality
patient care, while the skilled third-party transcriptionists handle the documentation side of
their business. The synergy between the two entities can be carefully intertwined to elimi-
nate communication breakdowns and optimize precision.



Cost Savings

Government payments to hospitals and physician practices are declining — and
every time a government program (such as Medicare or Medicaid) decreases a payment,
private insurers follow suit.

The natural outcome of this process is that medical organizations are always seeking ways
to cut costs where they can, as long as it won’t hurt their efforts to provide quality patient
care. One effective way that these entities can save money is to use a third-party medical
transcription service.

* Hospitals are finding it imperative to cut costs while retaining valuable services,
according to a 2007 Veteran’s Hospital Association (VHA) survey of 1,215 VHA medical
executives.

The survey indicates that hospitals’ “ability to keep up with new medical technology and
service line development to meet the evolving health care needs of the community is great-
ly diminished” due to shrinking margins and challenges from treating the uninsured patient
population. However, the report indicates, “by turning to outside suppliers to provide servic-
es not deemed as core competencies, members can focus on providing high-quality health
care.”

* Medical practices and hospitals which employ in-house transcriptionists must
invest in equipment, training, and management to oversee their transcription staff —
over time, this can be costly.

In addition, updating computer systems or dictation software to keep up with changing
requirements can be difficult and expensive. Those practices that use third-party medical
transcription services won’t have to make these investments, because the costs are
absorbed by the transcription company.

Other costs that can be saved by using third-party medical transcription services include
employee benefits, such as health insurance, payroll taxes, medical office space, office
equipment, and paid vacation time.



» To optimize their chances of collecting government bonuses for electronic health
records (EHRSs), physician practices can turn to the experts — third-party medical
transcriptionist services who are familiar with the nuances of EHRs and HL7 require-
ments.

Medical practitioners are eligible for annual bonuses over a five year period if they use
meaningful electronic health records (EHRs).2 Over the five year period, this amount could
total $44,000,3 but some are finding it difficult to make the initial investment in the EHR
technology. Not only can it be costly, but it can be confusing to determine which system to
invest in.

Fortunately, medical transcription systems can be a useful springboard to EHR utilization,
and healthcare enterprises that integrate their EHR systems with their transcription services
will realize a smoother transition. Simpler transitions translate into faster adoption of EHRs
— which in turn means a better chance of collecting government bonuses for EHR usage.

“Healthcare enterprises facing fiscal and/or worksite challenges in implementing large-
scale, fully integrated EHR/EMR platforms can increase adoption by using existing elec-
tronic document exchange solutions found in medical transcription service platforms,” notes
the Association for Healthcare Documentation Integrity. “Standardized healthcare documen-
tation exchange practices will bolster the nationwide electronic exchange for health infor-
mation in a secure, private, and accurate manner," the association indicates.4

Because third-party medical transcriptionist services are familiar with electronic documenta-
tion, they can help medical practitioners transition to the EHR concept without hitting road
blocks. The sooner a medical practice adopts EHRs, the sooner they can collect their
bonuses — and the higher the bonus will be. In fact, those practices that wait until after
2014 will collect no bonus whatsoever, the government indicates.®

Since third-party medical transcription services deal exclusively with the field of transcrip-
tion, they know the ins and outs of each type of transcription equipment, and can offer
advice on which systems integrate with EHRs and which do not, helping hospitals and
practices on the road to their $44,000 bonuses.



Cost Analysis: Third-Party Medical Transcription Services Versus
In-House Transcription

By using a third-party medical transcription service, a hospital or physician practice saves
money on transcription equipment, employee benefits, and the overhead costs of having addi-
tional employees in the office. The analysis below indicates that these savings could total
over $19,000 per year, or 41%.

In-House Transcription Costs Incurred By A Medical Professional

In-House
Hourly wages at $15.41 per hourté $32,060
Benefit expenses at $2.59/hour worked!7? $5,387
Payroll/Medicare taxes: 2.1% of wages18 $673
Sick/vacation pay 14 days?® $1,726
Office rent at $136 per month2o $1.642
Tech. support/repair costs at $75/month $900
Misc. office expenses at $100/month $1,200
Dictation/Transcription equipment cost21 $90
Management22 $3,333
TOTAL COST $47,627

Costs Incurred By Using A Third-Party Medical Transcription Service

Third-Party Transcription Service

Hourly wages at $13.50 per hour?4 $28.080
Benefit expenses at $2.59/hour worked23 $0
Payroll/Medicare taxes: 2.1% of wages?23 $0
Sick/vacation pay 14 days23 $0
Office rent at $136 per month22 $0
Tech. support/repair costs at $75/month23 $0
Misc. office expenses at $100/month23 $0
Dictation/Transcription equipment cost23 $0
TOTAL COST $28,080

Money saved via using a third-party medical transcription service vs. in-house
transcriptionist: $19,547, or 41%.

* These figures refer to medical transcription services performed in the United States; they do not apply to
international third-party transcription services.




Increase in Productivity and Timeliness

« If an in-house transcriptionist is out sick, a practice is losing money. Suppose an
average medical practice bills approximately $1,730 per day.6 If the practice employs an in-
house transcriptionist who is responsible for transcribing dictations for those daily fees and
the transcriptionist is out sick for just two weeks per year, the practice has delayed over
$17,000 in reimbursement over the course of a year.

If that practice uses a third-party medical transcription service, no delays occur because
most third-party transcription companies have skilled transcriptionists on-hand 24 hours a
day, 365 days per year, including holidays. Practices can continue to create their documen-
tation and bill their services accordingly, allowing reimbursement to flow into the practice.

» Medical practices consider medical record productivity to be a top concern, and
using third-party medical transcription services can improve productivity.

Because practices that use third-party medical transcription services don’t have to spend
any time on training, updating their transcription equipment, or hiring temporary employees
to fill in when their transcriptionists go on vacation or get sick, they never have to worry
about their productivity lagging. Third-party transcription companies can increase or
decrease the number of transcriptionists assigned to a particular practice’s workload if it
fluctuates, ensuring that workflow remains steady and constant at all times.

Improvement in Accuracy

- Dictating the wrong medication name on a patient’s chart could be deadly for a
patient — but experienced medical transcriptionists can catch these errors — and they
often do so, making their value to the physician team more than just financial. A 2009 study
by the Medical Transcription Industry Association demonstrated that medical transcription-
ists capture an alarming number of dictation errors that medical practitioners make.
According to the study, the “medical documentation specialists identified 689 dictation
errors in 2,051 dictations, an average of 0.33 errors per dictation.””

Although one might argue that an in-house medical transcriptionist might understand the
nuances of how their physician dictates, in actuality, a third-party medical transcription serv-
ice can offer more consistency in catching errors, since these employees work on a variety
of specialties and physician dictation types, so they are familiar with the many styles and
nuances that can contribute to errors.



 Third-party medical transcriptionist services can focus solely on creating accu-
rate transcription, rather than sharing other responsibilities within a practice.

A well-known catch phrase among medical information technologists is “If it wasn’t docu-
mented, it wasn't done.” In other words, reimbursement is based on how accurately the
physician’s documentation reflects what occurred during the medical encounter. “Without
the work of the transcriptionist, everything else that occurs ‘downstream’ has an
increased potential for breakdown,” according to a survey of medical transcriptionists
created by the Bentley College Healthcare Documentation Production Project.8

According to U.S. Department of Labor statistics, in-house transcriptionists may share
other responsibilities within their practices, “such as receiving patients, scheduling
appointments, answering the telephone, and handling incoming and outgoing mail.”
Because third-party medical transcription services are able to concentrate exclusively on
the singular task of creating complete and accurate documentation, they don’t face simi-
lar distractions and are able to produce faster and more accurate transcription.

» Over time, transcriptionists develop an “ear” for dictation, enabling them to com-
plete their job more quickly and accurately.10

“When transcribing for multiple doctors and hospitals, medical transcriptionists must
learn a wide range of document styles and protocols (due to the lack of standardized
reporting formats),” the Bentley College report notes.! Because third-party medical tran-
scription services are familiar with so many types of dictation, they are very flexible in
capturing the essence of a physician’s documentation, even if they have not worked with
that physician before. When a new physician starts at a practice, an in-house transcrip-
tionist might face a learning curve while distinguishing that physician’s transcription style,
whereas a transcriptionist from a third-party service would be more likely to pick up the
new style quickly, since they are familiar with various types of dictation.

Often, even physicians within the same practice will use different types of computers,
dictation software, or EHRs — third-party medical transcription services are uniquely
qualified to keep up with varying types of equipment.

Physicians who are trained on one type of dictation style or software may not want to
switch to another, even if it makes consistency at the practice more fluid. In-house tran-
scriptionists may have difficulty juggling multiple types of dictation systems and software
within a single practice, whereas third-party medical transcription services aren’t commit-
ted to just one type of transcription style or equipment — they are comfortable working



in different formats and often have access to many dictation and transcription systems.
Applying different types of technology across a practice or hospital system appears to be a
driving force behind the outsourcing movement. The 2007 VHA survey notes that “the
increased need for information technology services and capital services will drive more
members to look for assistance from outside suppliers.”12

Compliance With Government Regulations

- Government health plans, such as Medicare and Medicaid, are cracking down on
physician compliance issues. In 2008, the U.S. Dept. of Health and Human Services
recovered over $20 billion from health care entities, a large portion of which was recouped
from physicians who billed the Medicare and Medicaid programs improperly.13

The Health Insurance Portability and Accountability Act of 1996 (HIPAA) requires medical
practices to meet specific privacy standards to protect a patient’s personal health informa-
tion.14 Any security breaches must be reported to the government immediately.!>

 Third-party medical transcription services are fully trained and instructed on how
to handle patient privacy and what to do if a medical entity performs something off
the radar — for instance, if a hospital emails them a patient record without password-pro-
tecting the patient’s health information or encrypting it.

« Third-party medical transcription services usually set aside part of their budgets to
focus on meeting the government’s ever-changing HIPAA guidelines, whereas small
medical practices may not have the time or resources to train their transcriptionists
on the regulations. Plus, because third-party transcription companies offer their transcrip-
tionists regular training seminars, the transcriptionists are always up-to-date on government
guidelines. In-house transcriptionists may have difficulty identifying violations — due simply
to lack of awareness since they are less likely to have a trainer on staff.

Conclusion

By using third-party medical transcription services, medical practices, hospitals, clinics, and
other entities can save approximately 41% over in-house transcription, according to the
cost breakdown in this White Paper. In addition, using third-party medical transcription
services allows medical practitioners to have their documentation constantly updated
because these services offer a pool of trained transcriptionists. This means no service lags
over holidays, weekends, or at night, and no lost days when a transcriptionist is sick or on
vacation. Consistent transcribing translates into more billable medical services, more reim-
bursement, and more complete documentation.
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