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Alth
ough neurology billings rose in2004, the bottom

line
sagged.
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By Jack Persico, Editor-in-Chief

A

What’s dragging down profits, and how can you turn
it around?



T
he clinical challenges that are the stock in trade of the
neurology subspecialty often pale in comparison to
the equally frustrating demands of managing the
practice’s finances and looking out for one’s own per-
sonal earnings from the endeavor. In fact, more often

than not, what happens in the front office parallels the sorts of
patient histories typically seen the exam room. 

Net personal incomes for neurologists, particular those in pri-
vate practice, tend to experience a relapsing-remitting course as
capricious as a case of multiple sclerosis, and third-party reim-
bursement levels undergo the same relentless and ineluctable ero-
sion of vitality seen in a typical Alzheimer’s or Parkinson’s
patient. But just as with your patient care efforts, so too do you
have a number of effective interventional strategies you can
administer in an effort to restore your practice’s financial
health—modest though the performance gains may be in both
cases. 

Each spring, we ask our readers to share with us selected
“diagnostic” information about the health of their practices. As
always, the results this year present a sobering view of trends
toward reduced reimbursements and increase overhead, tem-
pered by small but significant glimpses of growth areas that allow
one to harbor optimism for a brighter future.

What’s the prognosis for your practice in 2005? Read on to
compare your practice’s vital signs with those of its cohorts across
the country.

Reading the “Patient’s” Chart
As always, bear in mind that our survey lacks statistical rigor;
there was no attempt to control for the many variables that
might skew the results. However, with our annual income survey
now in its fourth year, we are able to look at cumulative results
and draw some conclusions that, while not definitive, reveal a
number of thought-provoking trends.

First the good news: After years weathering a steady decline
in billings, neurologists reported a rebound in their incomes last
year, with increases in both gross and net revenues on average. 

Personal gross income improved the most, jumping from an
average for all respondents of $263,525 in 2003 to $296,925 in
2004, a one-year increase of 12.7 percent. And nearly half (47
percent) of all respondents to our survey told us they experienced
an increase in their personal net income from 2003 to 2004.
Among this year’s survey respondents, average net personal
income was $176,685, an increase of 3.2 percent from the
$171,050 average reported in 2003. It’s a sign of the times that
3.2 percent growth—essentially a cost of living increase—might
be treated as good news in the famously dismal world of physi-
cian reimbursement. Although that increase may be modest, it’s
certainly better than the previous year, in which we found a 10
percent decline in average net income.

However, we found some backsliding on profitability. In
2003, the silver lining to that year’s drop in income was an
impressive increase in net-to-gross ratio, from 59.2 percent in

2002 to 64.8 percent in 2003. In 2004,
unfortunately, profit margins fell to 59.5
percent, virtually identical to the 2002
level. 

Why quibble over profitability when
both net and gross incomes have gone
up? Easy. Had neurologists maintained
their 2003 profit margins throughout
2004, the average net income for the
year would have been $192,407 rather
than $176,685, adding another
$15,722 to their individual earnings.
Few neurologists are in a position to
forego an extra $1,310 take-home pay
each month.

What’s contributing to the decline in
profitability? Not surprisingly, one
important factor is the cost of medical
malpractice insurance. In 2004, 37 per-
cent of readers paid over $15,000 annu-

ally for their policy. That’s 10 per-
cent more neurologists in the “over
$15,000” category than 2003 and

22 percent more than in 2001. Without
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curbs on malpractice premiums, neurol-
ogists can look forward to continued
erosion of profit margins in 2005 and
beyond. In fact, readers who responded
to our survey are guarded in their out-
looks for this year. Although 47 percent
reported an increase in net income in
2004, only 35 percent say they expect
an increase again in 2005. 

The deterioration in profitability
from 2003 to 2004 also seems to be
reflected in our findings on income sat-
isfaction. Although 63 percent of read-
ers told us they are either “very satisfied”
or “somewhat satisfied” with their 2004
net income, the number who say they’re
“very satisfied” dropped from 34 per-
cent in 2003 to 28 percent in 2004. 

Somewhat surprisingly, private prac-
titioners fared less well than their
employed colleagues, at first blush, with
only 38 percent of self-employed read-
ers reporting an increase in 2004 net
earnings vs. 54 percent of salaried
neurologists. Unlike previous surveys,
this year self-employed neurologists
earned slightly less than salaried employ-
ees, netting $171,367 on average vs.
$182,486 for the typical salaried neurol-
ogist. However, self-employed neurolo-
gists practicing on a part-time basis low-
ered the averages for both absolute and
relative income levels. “I am working
part-time because of children,” said one
reader. “Unfortunately, there is no such
thing as part-time overhead, sad to say.”
When eliminating the data for neurolo-
gists who see fewer than 25 patients per
week, the earnings for private practice
neurologists jumped to a more impres-
sive $194,240.

Child-care obligations are probably
also to blame for the income disparity
among our survey participants along
gender lines. Female respondents, who
were more likely to work part-time
schedules to free up time for child care,
netted just $123,933 while males
achieved average net incomes of
$192,338. Not surprisingly, only 42
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percent of female neurologists said they were very or somewhat
satisfied with their income as compared with 72 percent of men. 

The simple life seemed to dramatically boost earnings and job
satisfaction levels: in our survey, 85 percent of neurologists who
practice in small towns (population of 50,000 or less) were either
very or somewhat satisfied with their financial performance.
Rural or small-town neurologists see 63.3 patients per week and
earn average an net income of $194,813, not to mention the
benefits to be had from  lower cost of living in rural areas and
small towns.

Gross Anatomy
Gross incomes for neurologists grew by nearly 13 percent from
2003 to 2004 but net income growth failed to keep pace, grow-
ing at only about one quarter the rate of growth in billings. Why
the substantially different growth rates? 

As is typical of most medical specialties, neurologists in our
survey overwhelmingly believe that seeing more patients and
working longer hours is the most reliable (though hardly the
most desirable) strategy to increase net revenue. Fifty-eight of
respondents expect that an increase in patient volume will trans-
late into a healthier bottom line, and 40 percent say they plan to
extend their daily work hours and/or add weekend hours in an
effort to boost net income. That may not necessarily be the wis-
est choice, however. In addition to the adverse impact on quali-
ty of life, it may not pay off financially. 

Productivity gains are far more impor-
tant a goal. As one Pennsylvania neurolo-
gist in our survey put it, private practice is
“a disaster unless you run patients
through quickly.” Since phone calls from
patients with follow-up questions are an
all-too-frequent (and unbillable) distrac-
tion, one low-cost way to mitigate this
drain on productive time is to offer thor-
ough online patient education via a prac-
tice web site that you can direct patient
phone calls to. Be sure to promote this in
your office, and include your web site
address on business cards and all patient
education handouts.

In last year’s survey, over one-third of
respondents (37 percent) told us they
planned to work longer hours in 2004 in

an effort to increase their net
incomes. Comparing those inten-

tions with the results reported this time
around, we found that patient volume
didn’t increase substantially. In 2004 neu-

rologists treated an average of 57.8 patients per week, virtually
identical to that of 2003 (56.8 patients/week). Those additional
hours spent at the office didn’t substantially increase patient vol-
ume or net income.  

Neurologists would do better to look for ways to increase pro-
ductivity and per-patient profitability than simply shouldering
an additional burden that may not necessarily translate into net
income gains. If neurologists are having this much trouble hold-
ing onto a larger share of their total receipts in a year when gross
revenues increased by 12.7 percent, just imagine the challenges
in store for 2006, when the 1.5 percent Medicare increase
becomes a five percent cut, for a one-year hit of 6.5 percent.

Increasing productivity and diversifying the range of service
provided are more likely to bolster profits than simply adding to
the ranks of your patient base. “We have thrived by doing three
things,” said a reader from Ohio who runs a husband-and-wife
practice. “First, we don’t accept hospital consults. Second, we
emphasize EMGs. Third, we keep a sharp eye on the business.”

To achieve a cost effective productivity boost, consider hiring
a nurse practitioner or physician assistant and delegating respon-
sibilities to the full extent allowed by law. Bringing in a junior
neurologist to cover E/M responsibilities will free you up to pro-
vide more profitable procedures. “I will have to hire a second
neurologist ASAP so that I can focus more on the income-gen-
erating portions such as clinical research, sleep, Botox, etc,” a
reader from Illinois told us.
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More difficult strategies to boost profitability, of course, are to
negotiate better reimbursements from third-party payers and/or
cut overhead costs. Five percent of our survey respondents said
they intend to drop Medicare and/or especially low-paying
HMO insurers this year.

While it is difficult to radically change the composition of
your patient base, especially in the short term, you can augment
your diagnostic services with more procedures and market them
effectively to the community. Neurologists have long known
there are healthier profit margins in the CPT codebook rather
than the ICD-9. Fifty-four percent of our survey respondents
said they “strongly agree” that neurologists need to add more
procedures (EMG, sleep studies, Botox) to their patient care mix
in order to be more profitable, and 27 percent said they plan to
add new procedures in the coming year.

“In order to maintain and increase income potential, neurol-
ogists need to become more forward-thinking about the services
they provide,” says a reader from Ohio, echoing the sentiments
of many. “Doing procedures allows you to afford to still do good
E/M patient care,” a neurologist from California points out.

Prescription for the Future
Physicians need to abandon the mindset that longer hours equals
higher billings. That may be true in terms of gross revenue but it
conceals profit margin effects that can undermine the benefit to
be had from the extra effort, as we saw in this year’s survey. 

Perhaps not surprisingly, neurolo-
gists who embrace business manage-
ment responsibilities with gusto seem
to do much better financially.
Average net personal income was an
impressive $221,228 for the 62 per-
cent of readers who strongly agreed
with the following statement:
“Neurologists need to take responsi-
bility for developing their own busi-
ness and practice management skills
if they expect their personal and prac-
tice income to improve.” 

These individuals clearly have the
business acumen to match their
enthusiasm. Of this group, 58 per-
cent saw an increase in personal net
in 2004 (vs. 47 percent for the sam-

ple as a whole), the average profit
margin was 63.7 percent (vs.  59.5
percent for all) and 39 percent

said they were very satisfied with
their net income (vs. 28 percent for

all respondents). Our business-savvy neurologists see 65 patients
per week on average, more than the average of 57.8 but not so
much volume that the workload becomes onerous.

With Medicare rates slated to drop by five percent per year
for the foreseeable future beginning in January 2006, neurolo-
gists need to look toward other sources of revenue beyond
patient care. In fact, this continues to gain in prominence.
Income from non-patient care sources of revenue (e.g., clinical
trials for manufacturers, lecturing engagements, expert witness
testimony) increased from an average of $15,191 in 2003 to
$19,549 in 2004. Its contribution to net income grew from nine
percent in 2003 to 11 percent in 2004. Significantly, survey par-
ticipants who said they are either very or somewhat satisfied with
their 2004 earnings took home $26,641 from activities other
than patient care, a 36 percent higher level than the survey
respondents as a whole. Again, we found a gender distinction in
this category: female neurologists were less able to develop addi-
tional sources of revenue. Earnings from non-patient care activ-
ities were $12,752 on average for women vs. $21,815 for men.

To survive and thrive, neurologists need to meet the modern
business challenges of medicine head-on. “I quit neurology prac-
tice in 2002 because reimbursement rates were a joke and an
insult,” said a disillusioned reader from Washington state who
opted for premature retirement. “I otherwise would have contin-
ued for 8-10 years.” The steps you take today, and your enthusi-
asm for the process, should prevent a similar fate. PN
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