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T
he “perfect storm” of steadily declining third-party
reimbursements and a rising tide of overhead costs
that has buffeted neurology practices for the past
decade seems to have abated. After ebbing a few
years ago, the average net and gross incomes in the

field have both risen for two consecutive years. But the storm
has taken its toll on neurologists, who must work longer hours
seeing more patients than ever before just to stay afloat. Has
the storm genuinely subsided or is this merely a temporary
lull? Although billings are increasing, profitability is declining.
That’s a persistent cloud lingering on the horizon.

Such is the picture that emerged in our fifth annual income
survey. Each spring, we survey our readers about their prac-
tice’s performance over the previous year and their overall
mood about the business of neurology and their prospects for
the future. This year, a majority report that their incomes have
stabilized and most seem at least somewhat satisfied with their
take-home pay. Bear in mind that our survey is more of an
opinion poll than a statistically rigorous analysis. We did not
control for the many variables that could have skewed the
results. However, with five years of data compiled in a consis-
tent manner, we can begin to see some trends emerge. Read on
to see what’s in the forecast.

Breaking the Waves
Thanks perhaps to the modest 1.5 percent increase in
Medicare reimbursement rates enacted in 2005 and, more sig-
nificantly, an increase in patient volume seen at neurology
practices, personal gross income jumped from $296,925 on
average in 2004 to $342,611 in 2005, an impressive gain of 15
percent. Personal net income grew as well, but at less than half
the pace of gross revenue, from an average of $176,685 in
2004 to $188,640 in 2005—an increase of 6.7 percent. In
2005 our respondents saw 64 patients per week on average, up
from an average of 57 patients per week in 2004, or roughly
12 percent more patients per week than the year before.

Overall, the trend is toward greater stabilization in income
levels: fewer lows but also fewer peaks (i.e., a widening of the
middle section of the bell curve). More than half (53 percent)
of this year’s respondents reported that their income stayed
about the same in 2005 compared to 2004, a substantial
increase over the 31 percent who reported income stability
from 2003 to 2004 (see the chart on the following page). The
percentage of readers who reported an increase in income fell
from 47 percent in 2004 to just 31 percent in 2005; naturally,
the saving grace is that a smaller proportion weathered a
decline (22 percent in 2004 vs. 16 percent in 2005). Looking
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ahead to this year, readers expect similar results although
slightly fewer predict an increase in their 2006 net income
compared to their practice’s performance in 2005 (24 per-
cent expect to increase vs. this year’s 31 percent who did
gain); there were slightly more pessimists as well: 20 percent
expect a decline in 2006 whereas 16 percent actually report-
ed one in 2005.

Readers seemed frustrated about this trend toward stabi-
lization of income but were willing to tolerate it as a fact of
life in modern medicine. The proportion of respondents who
said they were “very satisfied” with their net income dropped
from 28 percent in 2004 to just 12 percent in 2005; howev-
er, those who are “somewhat satisfied” grew from 35 percent
in 2004 to 55 percent in 2005. 

Fighting the Undertow
In the current practice environment, any gain in net income
is welcome, particularly following the trough that income
slipped into a few years ago (see the chart on page 24). Still,
it’s troubling to see profitability on the decline. Personal net
income as a percentage of gross income has dropped in each
of the last two years, from a record high of 65 percent in
2003 to 60 percent in 2004 and another five-point drop in
2005 to 55 percent. 

“Overhead” expenses—e.g., staff salaries, rent, capital
equipment and, most onerous of all, medical malpractice
insurance premiums—continue to rise year in and year out,
constantly draining the practice’s profitability. “Changes
must be made in the reimbursement area. We have to hire so
many people to collect money and run a practice. I am seri-

ously considering leaving
medicine entirely or going to
Canada,” says a Texas neurolo-
gist. “We must be reimbursed
for our expertise. All the
tough, complicated cases can’t
get sent to me! I cannot charge
for the extra effort.”

Of course, the undertow
that drags down profitability
will be even stronger in 2006.
Reimbursement rates look to
be an inevitable annual duel
between physicians and the
CMS pirates who besiege
medical practices each
January. Fortunately, the con-
troversial Medicare rate cuts
scheduled for 2006 were
repealed early this year after

some tense brinkmanship between the government and the
medical community. Last fall, the AMA advocated a “fight or
flee” approach and revealed that 38 percent of its members
would stop taking on new Medicare patients if the cuts went
into effect. CMS blinked first, and physicians were apparent-
ly mollified. Our income survey found that only 15 percent
of respondents are considering dropping Medicare and/or
HMO plans—still a sizable number but not the mass exodus
predicted. That crisis was averted, but without a comprehen-
sive long-term solution this battle will have to be fought by
physicians and their professional associations over and over.

And, unfortunately, the increased paperwork and office
consultation time required to help patients make sense of this
year’s new Medicare prescription drug plan is likely to bring
the productivity of neurology practices to ebb tide in 2006.
Combine that with inexorable increases in malpractice pre-
miums and neurologists will need to exceed 2005’s average
patient load of 64 patients per week just to tread water.

Swimming with the Sharks
In 2005, 46 percent of our survey respondents paid over
$15,000 for their medical malpractice insurance, a propor-
tion that has grown every year since this survey’s inception
(see the chart on page 25). The average of all respondents was
$16,359. “Any hope of increasing net income is stifled by
exorbitant malpractice premiums,” says one neurologist from
Illinois, echoing the frustration of many. “Until major insur-
ance and tort reform occurs, neurology will struggle, espe-
cially academic neurology,” says a reader from South
Carolina. 
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From 2004 to 2005, the number of states said to be expe-
riencing a medical liability crisis as determined by the AMA
increased from 12 to 20. Tort reform efforts have stalled at the
national level, and with mid-term Congressional elections this
fall, don’t expect them to resume any time soon. Fortunately,
there have been a handful of successful efforts at the state level.
Getting active in state legislative activities, although time con-
suming, may be a more realistic strategy to pursue than feder-
al legislation.

Captain or First Mate?
Apparently, it pays to be the
captain of your own ship: self-
employed neurologists in this
year’s survey earned significant-
ly more than their salaried col-
leagues: an average of $211,950
for private practitioners vs.
$170,615 for employees. Of
course, it requires extra effort to
reach these heights. Self-
employed neurologists see 72
patients per week compared to
just 57 for salaried neurologists
and 64 for survey respondents
as a whole. Also not surprising-
ly, the future holds both more
promise and more peril for
those in private practice.
Whereas the overall results
found that 53 percent of
respondents expect their 2005
income to stay about the same
as last year, only 33 percent of
those in private practice felt that
way. More expected an increase
(40 percent for self-employed
vs. 31 percent overall) but more
also feared a decrease (27 per-
cent vs. 16 percent overall). 

There wasn’t a substantial
difference in satisfaction with
net income between employed
and self-employed neurologists
in this year’s survey, although
salaried employees did find
comfort in the security of a
steady paycheck: none of the
employed neurologists reported
that they were “not at all satis-
fied” with their 2005 earnings;

by contrast, 17 percent of self-employed neurologists did.
But employed neurologists have troubles of their own, and

anecdotally reported that they are frustrated to see their
income levels stable or barely increasing while others at the
facility reap the rewards of the increased revenue brought in by
the greater patient volume. “America had a great infrastructure
for medicine. It is sad to see it fall apart. In medicine, lawyers
killed it first and now administrators are stealing billing
money paid by patients,” says a neurologist from New York
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state. A reader from North
Carolina echoes this sentiment:
“Why are administrator salaries
increased and physicians are
told their salaries will be
decreased? Who works for
whom?”

Whether salaried or self-
employed, readers agreed that
neurologists need to take greater
responsibility for the financial
health of their practices. Sixty-
four percent of readers agreed
strongly with that sentiment
and 33 percent agreed some-
what; just three percent dissent-
ed. Most respondents would
appreciate some help with navi-
gation: 65 percent said they’d
like to see more practice man-
agement lectures at CME con-
ferences. Fourteen percent dis-
agreed, while the remaining 22
percent weren’t sure. 

Riders on the Storm
Although this year’s 6.7 percent
growth in average personal net
income is welcome news, the
typical strategy most neurolo-
gists pursue to boost revenue—
seeing more patients by working
longer hours—is not a viable
solution to deal with the chron-
ic challenges in reimbursement
and profitability that neurology
practices face. That’s why more
and more respondents in our
survey point toward ancillary
income opportunities as a way
of coping with the chronic deterioration of income derived
from patient care. Those who said their income rose in 2005
reported an average income from activities other than patient
care (e.g., clinical trials, industry consulting) of $21,214 vs.
$16,745 for the sample as a whole. 

Additionally, several respondents mentioned that clinical
procedures pay better than routine E/M exams, and say they
are pursuing more aggressively the adoption of more profitable
diagnostic and therapeutic procedures such as Botox injec-
tions, MRI and EEG interpretation, incorporating sleep med-

icine into the practice, post-op management of DBS or VNS
patients, and other areas that represent growth. 

In addition to offering generally better reimbursement
rates than E/M visits, some of these pursuits—e.g., industry
consulting, conducting clinical trials, lecturing at conferences,
billing patients directly for procedures—also provide some-
thing that is sorely lacking in traditional patient care: control.
Having additional sources of revenue available and the ability
to set your own course can help to steady the ship in the rough
waters that surely lie ahead. PN

Neurologists Whose Malpractice Premiums Exceed $15,000

2001
2002
2003
2004
2005

46%

37%

27%

26%

15%

10% 20% 30% 40% 50%

Net Income as a Percentage of Gross Income

20052001 2002

56%

59%

65%

60%

55%

2003 2004

                


