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Private equity investment in health care delivery,

Australia, 2008-2022

Victoria L Berquist

The known: Private equity ownership of health care assets has
increased in many countries. In the United States, it has been
associated in some cases with higher costs and increased mortality.

The new: Private equity firms made at least seventy-five
acquisitions of health care delivery assets in Australia during 2008-
2022, at a total cost of at least $24 billion; the number of identified
acquisitions rose from three in 2008 to eighteen in 2022.

The implications: Private equity is increasingly important in
Australian health care, and the implications of this development
should be investigated. Doctors should be cognisant of the nature
of private equity interests when interacting with potential buyers

or private equity-controlled assets.

)

from institutional investors (eg, pension funds) to purchase

stakes in or buy companies outright for the purpose of later
selling or publicly listing the company for profit. Private equity
investors around the world have become increasingly interested
in health care delivery assets. In the United States, the number of
identified private equity acquisitions of medical practices grew
from 39 in 2010 to 167 organisations in 2020." Despite media
commentary on increasing private equity investment in health
care in Australia, little has been done to investigate its scale or
effects on health care delivery.

P rivate equity firms are investment firms that accept money

Understanding the impact of private equity ownership is
important given the evidence for its effects on health care prices,
care quality, workforce composition, and medical referrals
in the United States."* These effects are thought to be driven
by the ownership dynamics of private equity firms. Private
equity owners apply various strategies to increase the value
of their assets before selling them, including investing in new
infrastructure, changing management practices to reduce costs
and increase income, and adding further assets to increase the
size of the organisation. These changes are undertaken quickly,
as private equity investors are typically expected to sell their
assets within three to seven years to generate prompt returns for
their investor par’cners.5

Studies in the United States have reported that private equity
ownership can be associated with changes in care delivery
and negative effects on quality of care. In a qualitative study
of private equity-owned dermatology clinics, doctors reported
pressure to undertake procedures, sell products, refer patients
within their own networks, rely on lower paid staff to complete
work, and maximise charges in billing offices* A quantitative
study of private equity-owned dermatology practices found
that prices for services increased after their acquisition, but
not procedure numbers.” Charge-to-cost ratios and operating
margins increased in hospitals after private equity acquisition,
suggesting a focus on greater profitability.”

The impact of private equity on quality of care is also important.
In the United States, private equity ownership was associated

Abstract

Objectives: To examine the scale of private equity investment in
Australian health care delivery assets (clinics, hospitals, imaging
facilities, other doctor-led health care services).

Study design, setting: Extraction of information about private
equity acquisitions of hospitals, clinics, imaging centres and in vitro
fertilisation facilities in Australia, 2008-2022, from a commercial
database (PitchBook), supplemented by information from publicly
available online media sources.

Main outcome measures: Number and value of private equity
acquisitions of health care assets, 2008-2022; numbers of clinic
parent company and clinic acquisitions, 2017-2022.

Results: A total of 75 private equity acquisitions of health care
delivery assets in Australia during 2008-2022 were identified; the
annual number rose from three acquisitions in 2008 to eighteen in
2022. During 2008-2010, five of seven acquisitions were of in vitro
fertilisation providers; during 2020-2022, 22 of 39 acquisitions
were of clinics or clinic groups, including eleven of eighteen in 2022.
The total value of the 39 acquisitions for which purchase price
could be ascertained (52%) was $24.1 billion. During 2017-2022,
the clinic specialty with the greatest number of private equity
acquisitions was general practice (256 of 446 clinics purchased
within acquisitions). Seven companies owning ophthalmology
clinics (24 clinics) were acquired by private equity. Four private
equity acquisitions during 2017-2022 included 60 oncology clinics,
all related to a single clinic group.

Conclusions: The number of private equity acquisitions of
Australian health care delivery assets increased during 2008-2022.
Doctors should be aware of the motivations and dynamics of
private equity companies, as they are increasingly likely to interact
Q\/ith these firms and assets owned by these firms.

with a short term increase in mortality in nursing homes of
10%.” The impact on hospitals is less clear; one short term study
reported mixed results, including a small reduction in mortality
after acute myocardial infarction,” another retrospective study
found higher rates of hospital-acquired adverse events compared
with matched control hospitals.”

Private equity ownership can also benefit doctors and health
care services. Some doctors may find private equity acquisition
of their clinic an attractive retirement option.” The capital boost
brought by private equity acquisition can enable services to
make new investments, and may allow them to better compete
in an increasingly challenging environment."’ Increased size
can have economic benefits, including broader referral networks
and greater bargaining power with suppliers. Doctors may be
happy for private equity firms to relieve them of administrative
responsibilities, allowing them to focus on medical practice.g

Understanding the scale and focus of private equity investment
in health care delivery in Australia is important. Knowing where
investment is directed can help policymakers and researchers
assess its implications for health care delivery. Understanding
the role, scale, focus, and motivation of private equity investors
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can inform decisions by doctors when they are approached by
private equity buyers or their parent company is purchased.

In this article, I examine the scale of private equity investment
in health care delivery assets (clinics, hospitals, imaging facilities,
other doctor-led health care services) in Australia, based on
information from a commercial database and online media
sources.

Methods

Private equity acquisitions during the 2008-2022 calendar
years were identified in the PitchBook database (https://pitch
book.com). PitchBook is a market intelligence firm that tracks
corporate mergers and acquisitions, including in health care. It
collects data both automatically and manually from a range of
sources, verified by an in-house team.!! The PitchBook database
has been a primary source of information about private equity
acquisitions in health care for several studies.”'"'?

The search criteria identified private equity acquisitions of
hospitals and outpatient services with headquarters in Australia,
including primary and add-on acquisitions (acquisitions in
which the target becomes part of the entity that acquires it).
This acquisitions list was cross-checked against the results of a
broader search that included the keyword “medical” to identify
other relevant acquisitions not identified by the initial search
(further details: Supporting Information). “Acquisition” was
defined as a buy-out or leveraged buy-out, and excluded growth
or expansion capital provided by a private equity firm.

Each acquisition (ie, completed sale) was verified by consulting
publicly available press releases and media. Additional
acquisitions identified during verification were included; if
the cancellation of an agreed acquisition was reported, it was
excluded; however, acquisitions before the end of 2022 were
included if the sales contracts had been signed, but the sale had
not yet been finalised. Each sale of a company purchased several
times during 2008-2022 was included separately, including in
clinic counts. Acquisitions were excluded if the entity involved
did not identify doctors as playing a primary role in care
delivery (eg, occupational rehabilitation and therapy services in
which doctor services were not the business focus), aged care
providers, disability services, and dental services.

The first year included was 2008, as it was the first year with
more than one eligible acquisition. Acquisition dates and values
were obtained from PitchBook, or from public information when
available; sale prices not included in PitchBook were included
if they were published in a reputable organ (eg, Australian
Financial Review). Values are reported in Australian dollars;
when values were provided in US dollars, they were converted
to Australian dollars (conversion rate, US$1 = AU$1.48; Reserve
Bank of Australia [https://www.rba.gov.au/statistics/historical
-data.html], 3 March 2023). Values were converted using rates at
a single time point to allow comparisons between time periods
(when relevant, US dollar values in PitchBook reflect exchange
rates at the time of the transaction).

Companies were classified as hospitals, clinics, imaging services,
or in vitro fertilisation providers. When hospitals were the major
component of an acquisition, but the acquisition also included
clinics, it was classified as a hospital acquisition. One doctor-on-
call service was classified as a general practice clinic.

The numbers of clinics purchased as part of a single parent
company during 2017-2022 were identified from publicly available

information such as press releases; reliable numbers prior to this
period were not available. When possible, the numbers were
obtained from contemporaneous sources to ensure further
acquisitions were not counted twice. When contemporaneous
information was not available, acquisitions at and after the
time of the initial purchase were distinguished using available
information as far as possible. When companies had both
Australian and overseas clinics, only the Australian clinics were
counted.

Ethics approval

Formal ethics approval was not sought for this study.

Results

Atotal of 75 private equity acquisitions of health care delivery assets
in Australia during 2008-2022 were identified (65 in PitchBook;
ten further acquisitions were identified during verification);
the annual number rose from three in 2008 to eighteen in 2022
(overall annual growth rate, 14%). During 2008-2010, five of seven
acquisitions were of in vitro fertilisation providers; during 2020—
2022, 22 of 39 were of clinics or clinic groups, including eleven of
eighteen in 2022 (Box 1; Supporting Information).

The purchase value was not available for 36 of the 75 acquisitions
of Australian health care delivery organisations (48%) during
2008-2022. For the 39 acquisitions for which values could be
ascertained, the estimated total value during 2008-2022 was $24.1
billion. Total known private equity investment in health care
assets was $258 million in 2008, and $4.5 billion in 2022 (Box 2).
The known sales value was dominated in some years by single
purchases; for example, the purchase of Healthscope Limited in
2010 was the only identified acquisition during this year.

The medical specialty most frequently involved in private equity
acquisitions of clinics during 2017-2022 was general practice: 16
of 54 identified private equity acquisitions and 256 of 445 clinics
within purchases during this period (Box 3). These acquisitions
ranged in size from single practices to large networks. The largest
general practice acquisition was the sale of Fullerton Health
(now: Partnered Health) by Fullerton Healthcare Corporation
to Quadrant Private Equity in 2021, which at the time included
more than 60 general practice clinics.

1 Number of private equity acquisitions of Australian health
care delivery organisations, 2008-2022, by acquisition type
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2 Value of private equity acquisitions of Australian health care
delivery organisations, 2008-2022, by acquisition type*
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IVF = in vitro fertilisation. * The data for this figure are included in the Supporting
Information, table 2. @

Seven ophthalmology clinic companies, including 24
clinics, were acquired. Four acquisitions of oncology clinic
companies during 2017-2022 were identified, all related to
Icon Group; 60 clinics changed owners, but some clinics were
counted more than once because Icon Group was acquired
twice, in 2017 and 2022. Between these dates, Icon purchased
and incorporated at least three smaller oncology assets (add-on
acquisitions).

At least one hundred private practices were identified as being
divested from the cardio-respiratory unit of GenesisCare in 2022
and bought by Adamantem Capital, the only private equity
acquisition of a cardio-respiratory clinic during 2017-2022.

Of the twelve unique hospitals or hospital groups bought by
private equity firms during 2008-2022, seven were still in private
equity ownership in 2022 (the original buyer or a second private
equity firm).

Discussion

Private equity investment in health care delivery has increased
in Australia over the past fifteen years. Possible reasons include
demand, health care industry, and private equity portfolio
factors. Demand factors include an ageing population and the

rising burden of chronic disease, each of which will increase
the future need for health care.” Industry factors include the
highly fragmented nature of most health care delivery services,
providing the opportunity for more consolidated firms to benefit
from economies of scale and broad networks that increase their
competitiveness. Portfolio factors could be particularly relevant
in the wake of the coronavirus disease 2019 pandemic, which
boosted recognition that health care is a relatively recession-
proof business and that health care assets can reduce risk in
an investment portfolio.w In addition, low interest rates have
until recently eased access to capital, increasing private equity
activity in general."”

Whatever the reasons for the recent growth, private equity
investment in health care has not slowed in Australia. The focus
of Australian private equity investment in health care assets
differs somewhat from that in other countries. Dermatology,
ophthalmology, anaesthesia, and emergency medicine are the
leading specialties involved in private equity acquisitions in
the United States." In Australia, private equity firms have also
invested in ophthalmology, but much more in primary care.
Radiology and imaging businesses have also been purchased by
private equity buyers in Australia. Different health care payment
and health care use dynamics may make Australian general
practice networks and radiology businesses more attractive than
those in the United States. Further assessment may clarify the
reasons for the differences in investment preferences and the
impact these acquisitions have on the use and costs of primary
care and imaging in Australia.

Doctors can encounter private equity interests in different
contexts. Some will be approached by private equity firms
looking to buy their practices; others will be informed of a
change in management because of new or changing private
equity ownership; yet others may see practices in their area
purchased and absorbed into larger competitors.

It is clear that private equity plays a major role in Australian
health care delivery, and investigating its effects on health care
is especially important given national attention to health care
costs, particularly in the area of primary care. Based on the 2019
estimate of 8147 general practice clinics in Australia, about 2.6%
of all general practices have been purchased by private equity
owners since 2017 (including practices sold by one private equity
owner to another, but adjusted for the 43 practices acquired
twice).* Given the scale of private equity investment in health
care, more should be done to assess its local impact, particularly
as American studies have identified negative outcomes in
some contexts. Major differences between the payment and

3 Numbers of acquisitions of clinic companies and of individual clinics, Australia, 2017-2022*

Acquisitions (individual clinics within acquisitions)
Medical specialty 2017 2018 2019 2020 2021 2022 Total
General practice 1(43) 0 0 3(135) 5(7) 5(7) 14 (256)
Ophthalmology 0 0 0 0 4(14) 3(10) 7 (24)
Oncology 3(29) 0 0 0 0 1(31) 4 (60)
Cardiorespiratory 0 0 0 0 0 2(107) 2(101)
Dermatology 1(4) 0 0 0 1(1) 0 2(5)
Total 5(76) 0(0) 0(0) 3(135) 10 (86) 11(149) 29 (446)
*The numbers of clinic company acquisitions are higher in this table than the number of clinic acquisitions in Box 1 because some acquisitions comprised clinics from multiple specialties and
are consequently counted several times in this table. 4




delivery characteristics of health systems mean, however, that
extrapolating the findings of overseas studies to Australia is
unlikely to be valid.

Limitations

Thenumber of private equity acquisition deals during 2008-2022
may have been underestimated, as the information available
from PitchBook is limited, and opportunistic finds during
validation searches may not have discovered all acquisitions.
The number of acquisitions may also have been underestimated
because smaller acquisitions are not all announced online and
consequently not included in the PitchBook database. The
magnitude of the increase in acquisitions may be overstated
because of recency bias in the comprehensiveness of the data
in the PitchBook database. There may be more private equity-
owned assets than reported in this article, as purchases
of private companies need not be made public in Australia.
Finally, as many private equity firms do not report acquisition
values, this information was available for only 52% of
acquisitions.

Conclusion

The number of private equity acquisitions of Australian health
care delivery assets increased during 2008-2022, particularly of
general practice, imaging, and ophthalmology companies and
clinics. Understanding the impact of private equity ownership
on clinical care and costs in Australia is important. Doctors
should be aware of the motivations and dynamics of private
equity companies, as they are increasingly likely to interact with
these firms and assets owned by these firms.
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