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A COMPARISON OF THE EDUCATIONAL COSTS AND INCOMES OF PHYSICIANS AND
OTHER PROFESSIONALS
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Abstract Background. Efforts at physician-payment
reform in the United States have focused largely on the
relative incomes of primary care physicians and special-
ists, who more often have procedure-based practices.
Comparisons of the incomes of physicians and other pro-
fessional groups have received less attention.

Methods. We used standard financial techniques to
determine the return on educational investment over a
working lifetime for five groups of professionals: primary
care physicians, specialist physicians, dentists, attorneys,
and graduates of business schools.

Results. In current dollars, the difference in the aver-
age future hourly income between a given professional
and a high-school graduate of the same age, after educa-
tional expenses are subtracted (average hours-adjusted
net present value of the educational investment) was
greatest for specialist physicians and attorneys; dentists
and businesspeople had intermediate values; and pri-

WO arguments pervade discussions of physician-

payment reform in the United States. The first is
familiar — that physicians’ income is unfairly distrib-
uted and that there are particular disparities between
generalists and specialists.'™ The second is that physi-
cians’ income is too high in general.>” Although much
empirical work supports the first argument, few stud-
ies have dealt with the second.

Society might use a number of objective standards
to evaluate the appropriateness of physicians’ income
in the United States: historical comparisons, compari-
sons with physicians’ incomes in other countries, or
comparisons with the incomes of other professionals.®
Using the last method, we evaluated the return on
educational investment for people in business, the law,
dentistry, and medicine. Within medicine, primary
care and procedure-based specialties were considered
separately.

METHODS
Overview

We used standard financial-analysis techniques to compare the
return on educational investment for various professions. To a large
extent, options for graduate school, and thus career options, are
determined by academic performance at the college level (measured
by grade-point averages and standardized test scores). Different
professional schools require different standardized tests for appli-
cants, the scores of which are not interchangeable. Therefore, we
examined the 1991 mean enrollment-weighted college grade-point
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mary care physicians had the lowest value. The annual
yield on the educational investment over a working life
(hours-adjusted internal rate of return) was 15.9 percent
for primary care physicians, as compared with 29.0 per-
cent for businesspeople, 25.4 percent for attorneys, 20.9
percent for specialist physicians, and 20.7 percent for den-
tists. A sensitivity analysis showed that primary care phy-
sicians did less well in terms of the return on investment
than the other groups even when we varied the assump-
tions in our model widely and that specialist physicians did
less well than attorneys working in law firms and dental
specialists.

Conclusions. Students can expect a poorer financial
return on their educational investment when they choose a
career in primary care medicine than when they choose
a procedure-based medical or surgical specialty, busi-
ness, the law, or dentistry. (N Engl J Med 1994;330:
1280-6.)

averages for graduate-school entrants in several professions in order
to identify the groups for which we would gather and compare data
on income.

The grade point is a scale from 0 to 4, on which 4 equals a grade
of A, or “excellent.” We sought comparison groups with a mean
grade-point average that closely approximated that of 1991 medical
school entrants (3.42).%'° To identify a comparison group for busi-
ness schools, we examined the mean grade-point average (3.37) of
students entering the top 20 graduate schools of business, as listed
by Business Week magazine.'"'? The mean grade-point average for
law schools approved by the American Bar Association is 3.27; that
of the most competitive 50 percent of law schools is 3.43."* The
mean grade-point average for dertal schools approved by the
American Dental Association is 3.02; the average for the most com-
petitive 10 percent is 3.41.'° Limitations on the available data pre-
vented us from examining the incomes of law and dental students
from the top schools only; therefore, we used data for all dentists and
attorneys in our analysis.

Measures of Return on Investment

We examined two measures of the return on educational invest-
ment that could be expected by a high-school graduate (age, 18
years) who was choosing among five professional careers (law, busi-
ness, dentistry, primary care medicine, and procedure-based spe-
cialty medicine). We used an established method of adjusting for
differences in the average number of hours worked in each profes-
sion." The net present value of the educational investment, adjust-
ed for the average number of hours worked, is the current value of
the difference in the future hourly wage between that of a high-
school graduate and that of a given professional, after all education-
al expenses are subtracted (hours-adjusted net present value). The
internal rate of return is the annual yield on the educational invest-
ment over a working lifetime, expressed as a percentage and adjust-
ed for the average number of hours worked (hours-adjusted internal
rate of return).

We assumed a fixed working lifetime, from high-school gradu-
ation to 65 years of age. Although some people may choose to work
longer, the income contribution of the additional vears is trivial in
our method of analysis. We assumed that students completed their
four-year undergraduate education and graduate education (of var-
iable length) without interruption and were employed during the
summers not spent in school. All graduates of professional schools
were assumed to be employed in their profession. We also assumed
that inflation had an equal effect on income, tuition, the cost ol the






