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If  you never worked again, would you have 
enough money to live comfortably? If  the answer 
is no, you need disability insurance (DI), which is 
probably the type of  insurance most neglected by 
physicians. Many physicians have life insurance, 
but the chances you will die early are much lower 
than the chances you will become disabled.

Introduction to DI
There are three types of  DI. The first type, an individual policy, is usually 
the most comprehensive protection because it can be tailored to your 
individual situation. The second type, a group policy, is provided and paid 
for by an employer. The third type, an association policy, is available to 
members of  an association. The terms of  the policy are set and modified 
by the association and can 
be cancelled by either the 
association or the insurance 
company.1

The association and group 
policies are often cheaper, 
but are generic and can be 
ill suited for your specific 
situation. They usually have 
weaker definitions of  dis-
ability than an individual 
policy and often cannot be 
taken with you when you 
change employers or leave 
the association. They might 
be your only option, though, 
if  you have medical prob-
lems or other issues that 
prevent you from qualifying 
for an individual policy.

“Own Occupation” 
Coverage
One very important feature 
that group or association 
policies often lack is true 
“own occupation” coverage. 
“Own occupation” means 
the policy will cover your 
specific occupation as an emergency physician, and will not require that 
you are unable to work in alternative jobs before qualifying for benefits, 
such as urgent care, occupational medicine, or other specialties.

Martin breaks the “own occupation” issue down into tiers of  coverage. 

Tier 1 is the weakest form of  DI and states that if  you can work in any 
profession, you are no longer disabled. Many group policies revert to this 
after two years. Tier 2 is the most common form of  DI for physicians. It 
pays you a benefit if  you cannot work in your specialty, as long as you are 
not working in any other capacity. Tier 3 is the desired coverage whenever 
possible. It says you are disabled if  you cannot perform the duties of  your 
specialty, and it does not matter if  you work in any other capacity. Just 
because you have something an insurance agent calls “own occupation” 
or “specialty specific” coverage, that doesn’t necessarily mean you have 
Tier 3 coverage, so you really need to get into the details of  any DI poli-
cies you are considering.2

Important Features
The most important portion of  your policy is the definition of  disability. 
There are many different definitions, but this definition is the portion of  
the policy that determines if  benefits will be paid. In addition to the defini-
tion of  disability, the benefit period is the period of  time during which you 
will receive benefits when disabled. The most common options are two 
years, five years, or to age 65-67 — and the longer the better.1

In addition to specialty specific coverage, you want a policy that is:

• Adjustable, so that you can modify your coverage as your situation 
changes and your income rises.

• Non-cancelable, meaning that the company can’t raise your rates, 
reduce your benefits, or cancel your policy.

• Guaranteed renewable, so that you can renew each year without a 
medical exam.

Disability caused by mental health impairment gets special treatment 
in certain DI policies. A frequent feature is that policies will only cover 
psychiatric disability for two years. You can get policies that cover you to 
age 65-67, but this superior coverage will cost more. Make sure you look 
for other exclusions in your policies, like foreign travel, normal pregnancy, 
military service, acts of  war, and others. If  these things are important to 
you, you will need to see if  you can get them covered. If  you are active 
duty military looking for DI, I searched for years and was finally able to 
get adequate coverage through DI4MDs.com.

How Much Coverage Do I Need?
How much coverage you need depends on a number of  factors.

• How much money do you spend? Although most policies will limit 
your total DI coverage to 60-70% of  your income, you should look 
to cover your expenses in the event of  disability, not a certain 
percentage of  your income.

• If  you are married and your spouse works (or could work), then 
you may be able to rely on him/her for financial support in the event 
of  your disability. Dual physician couples could probably live on 
one income if  they really had to, for example. If  you are single, it 
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increases the likelihood you will need DI with substantial benefits.
• Is your DI benefit taxable or tax-free? It will be taxable if  a tax 

deduction was taken and pre-tax dollars were used to pay for 
the premiums, which is usually the case in group policies. If  no 
deduction was taken and post-tax money was used to pay for the 
policy, then the paid benefits will be tax-free. Obviously money that 
is tax-free is more valuable than money from which you must pay 
taxes.

• You should probably err on the side of  buying more coverage rather 
than less. As time progresses, inflation is going to reduce the value 
of  your benefit.

If  you are trying to maximize the monthly benefit you can get, you will 
want to establish as much individual DI as you can before you sign up 
for group or association policies. The individual policy insurers will count 
group or association policies against the total monthly benefit you are 
eligible for, but the reverse is not true.

What Options Are Available?
When you purchase a policy, there are a number of  options you can 
accept or decline, called “riders.”

• Residual disability rider. This ensures that if  you cannot return to 
full-time work after an illness or injury but want to work part-time, 
you receive partial disability income until you can. This is one rider I 
would purchase.

• Cost of  living rider or cost of  living adjustment (COLA). Once you 
start getting disability benefits, the amount is adjusted annually for 
inflation. Note that this adjustment doesn’t start until you are disabled 
and are getting benefit payments. For example, if  you purchase 
$5,000/month of  coverage now and become disabled 15 years from 
now, your benefit will be $5,000/month. It will not be adjusted during 
those 15 years — only a year after you begin receiving payments. 
If  you are early in your career, this a rider to strongly consider. If  
you are late in your career, it is probably not worth it. If  you are 
somewhere in the middle, you will have to decide for yourself.

• Future purchase option rider. This allows you to purchase additional 
coverage in the future without a medical examination. This is 
important for physicians early in their careers, who are anticipating 
a rise in income and a need for increased coverage. If  you have 
already reached the peak of  your earnings or are close to it, you can 
probably skip this rider.

• Catastrophic coverage rider. If  you are disabled to the point that 
you cannot perform activities of  daily living, you get a bump in your 
disability payments to cover your additional costs, like home health 
care. I think this is a rider to consider, depending on how expensive 
it is.

How Can I Reduce the Cost of DI?
Try to reduce the expense by lengthening your “waiting” or “elimination” 
period. The waiting/elimination period is the time between when you 
become disabled and when disability benefit payments begin. If  you have 
a substantial emergency fund saved up, you can lengthen the waiting/
elimination period and lower your premiums. For example, I figured it 
would take the Navy at least a year to kick me out if  I was disabled, so 
my waiting period is one year — much longer than the usual three months 
— which saved me some money.

Purchasing a policy in which premiums rise gradually as you age can 
save money early in your career, and you can then cancel the policy as 
your investments grow and you become financially independent — as-
suming you have the discipline to make that happen. When you are finan-
cially independent, you no longer need DI.

Finally, some companies offer a discount if  you make your premium pay-
ment annually or as a lump sum. I was able to save 20% by paying for a 
five year policy all at once.

Where Do I Get DI?
If  your group/employer coverage does not meet your needs, first look 
for an individual policy from an insurance agent that specializes in DI for 
physicians. Agents should have access to discounted plans and be able 
to sell policies from the major DI companies, which include Berkshire, 
The Standard, Principal, Ameritas, MassMutual, and MetLife.3 An agent 
should be able to offer you multiple policies and explain the differences in 
the policies and their costs. Keep in mind, though, that agents are paid to 
sell you a new individual policy with as many riders as possible, so they 
are not without bias.

The American Medical Association offers association disability policies, 
and AAEM has a relationship with Hays Insurance (http://www.aaem.org/
benefits/aaem---hays-insurance-program), which can get you quotes for 
DI as well.
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If  you have ideas for future columns or have other resources you’d like to 
share, email me at jschofer@gmail.com.

The views expressed in this article are those of  the author and do not 
necessarily reflect the official policy or position of  the Department of  the 
Navy, Department of  Defense or the United States Government.  ■


