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Private Equity
in Healthcare
By Emily Madoff

Nearly $1 trillion in private equity funds have gone into almost 8,000 health care transactions over 
the past decade, according to KFF Health News.  This includes purchasing hospitals, medical 
practices, and even medical staffing agencies. Because private equity firms generally have short 
time-horizons and seek only to maximize profit, they often take actions that harm the communities 
that hospitals and medical practices serve.

Introduction

There are at least 457 hospitals owned by private equity firms. This represents 22% of all proprietary 
for-profit hospitals in the United States. However, this number is higher in rural areas. More than a 
quarter of all private-equity owned hospitals are in rural areas, where there is less likely to be 
another hospital nearby. In New Mexico the number is 38%. Thus, private equity plays a big role in 
hospitals around the country, most prevalently in less densely-populated and poorer areas. As in 
any other industry, private equity firms seek to extract as much profit as possible from their 
investments in hospitals. This often leads to short-sighted, profit-maximizing decision-making, at the 
expense of local communities and the hospital’s long-term financial wellbeing. 

One of private equity’s favorite tools in general is the leveraged buyout, whereby the firm finances 
the acquisition in large part by borrowing against the company it is buying. Thus, private equity firms 
often leave hospitals mired in debt, which can cripple them financially and ultimately lead to cuts to 
services. High amounts of debt have even led to hospital closures in some cases.

Hospitals
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Another common tactic used to generate cash quickly is the sale-leaseback transaction. Often, 
private equity firms will sell land owned by the hospital and then lease it back from the new owner. 
This generates liquidity quickly, but it forces the hospitals to pay rent indefinitely to use land it had 
previously owned.

As a way to make hospitals more profitable, private equity groups encourage (or force) hospitals to 
reduce services in less profitable specialties. This problem is especially prevalent in OB/GYN and 
pediatric services. The cuts can be especially harmful in rural communities, where residents 
sometimes lack options within a reasonable distance of their homes. In extreme cases, the groups 
have even closed entire hospitals in vulnerable communities. The other side of the same coin is 
pushing higher-cost services, sometimes even when less costly options are available.

One of the biggest costs that private equity groups seek to cut at hospitals is labor. These firms are 
known to understaff hospitals and underpay nurses and other support staff. Perhaps relatedly, a 
recent report found that patient falls in private equity-controlled hospitals was 27% higher than non- 
private equity-controlled hospitals, and that the rate of surgical site infections was double. 

Another obvious way that private equity firms increase the profitability of hospitals is by raising 
prices. It has been well documented (and is elementary as a matter of economics) that consolidation 
among hospitals leads to increased prices. Thus, as private equity firms buy up more and more 
hospitals in a specific area, they are able to charge more for the same services. One analysis found 
that in the 25 metro areas with the highest rates of consolidation, the price of hospital stays 
increased by up to 54%. Even when hospitals in different locations are owned by the same owner, 
that can still impact prices as it gives the hospitals more leverage in negotiations with insurance 
companies. 

Apollo Global Management

Apollo Global Management is considered to be the largest private equity owner and operator of 
hospitals.  Apollo owns 224 hospitals across 36 states, out of the approximately 460 owned by 
private equity firms nationwide. Its hospitals are split into two hospital systems, Lifepoint Health and 
ScionHealth. Lifepoint hospitals are some of the worst rated in their states for quality of care, value, 
and patient outcomes. They suffer from the same problems as many private equity-owned hospitals, 
such as chronic understaffing and inadequate supervision of patients. Apollo owns multiple 
hospitals in the Indianapolis, St. Louis, Austin, and Dallas areas. 

Medical Practices

Private equity firms apply many of the same principles to maximizing profits in medical practices. 
However, it is even easier for them to avoid scrutiny in this domain because of the small scale of 
each individual purchase of a medical practice. 

As with hospitals, one of the biggest ways private equity firms cut costs in medical practices is by 
hiring fewer or less expensive people; for example, by hiring nurses or physicians’ assistants 
instead of doctors, hiring fewer nurses, or hiring fewer support staff. Additionally, private equity firms 
often seek to cut costs on medical supplies, which could lead to the use of inferior products. 

Another way private equity firms increase costs to patients is through consolidation.  Oftentimes, 
private equity firms target specific specialties (say, gastroenterology) within a specific community. If 
every practice in the specialty in the area is owned by a single firm, then that allows them to jack up 
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the prices. One study found that physicians in the most concentrated markets charged rates up to 
30% higher than those in the least concentrated ones. Overall, studies have found that private equity 
acquisitions of medical practices led to increased costs for patients. Private equity-owned practices 
are also more likely to surprise patients with unexpected bills. 

Once private equity firms own a practice, they often “encourage” the physician(s) to make certain 
changes to increase profits. These include asking physicians to see more patients and instructing 
them to prioritize more “lucrative” procedures. 

Private equity companies are not in it for the long-haul. One study found that over half of private 
equity-owned practices are sold within 3 years of initial investment. However, in more than 97% of 
those cases, the groups were resold to other private equity groups. This almost always leads to 
more consolidation, as bigger private equity firms seek to monopolize specialties within specific 
geographic locations. Nevertheless, a lack of publicly available data has hindered efforts to track 
such transactions, much less study their impact.

We are interested in speaking with any patients who believe they may have been injured as a result 
of private equity companies buying up health care facilities or physician practices.

* * *
Jonathan Friedman, Fordham University 2025 JD candidate, was instrumental in writing this article.

Throughout her career, Emily has used the law to drive socio-political change, often 
protecting the public from consumer fraud. Emily recently focused on the rampant 
problems with surprise medical bills; she was instrumental in developing the Firm’s 
cases in this area, several of which have settled with full recovery for the class.  Emily 
presently is concentrating on using the law to expedite the benefits of diversity and 
inclusion.
 
A commercial attorney, Emily was mentored by Marty Popper, eventually inheriting his 
practice.  As such, Emily has represented several missions to the United Nations and 
various governments and government officials.  She is proud to have represented 
personally some early social justice luminaries, such as Freda Diamond and Ring 
Lardner Jr.  To this day, Emily represents the Georgian artist, Zurab Tsereteli, an 
internationally-acclaimed monumentalist and UNESCO Goodwill Ambassador, whose 
works are installed worldwide, including “Good Defeats Evil,” which statue sits on the 
front grounds of the United Nations headquarters in New York City.   The Tsereteli family 
owns the largest winery in Georgia, producing Tsereteli Wine.  
 
Emily has published many articles about the law, including for the New York Law 
Journal, an article explaining litigation funding (Analyzing the Fundamentals of Litigation 
Funding, August 19, 2013) and one about arbitration clauses in consumer contracts 
(Mandatory Arbitration Clauses in Consumer Contracts, July 5, 2016) and for Latin 
Lawyer, an article about the securities litigation spawned in the United States as a result 
of the Petrobras scandal in Brazil (Bringing 'big oil' to the Big Apple, March 2015), for a 
few examples.
 
Ms. Madoff is a graduate of Connecticut College (B.A., 1973), and Northeastern 
University School of Law (J.D., 1979). She is admitted to the Bars of the State of New 
York, the Commonwealth of Massachusetts and the United States District Court for the 
Southern District of New York.

About the Author
Emily Madoff is the Managing Partner of Wolf Popper LLP.
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Wolf Popper is a leading complex litigation law firm that 
represents clients in high stakes individual and class action 
litigations in state and federal courts throughout the United 
States.  The firm specializes in securities fraud, mergers and 
acquisitions, consumer fraud litigation, healthcare litigation, 
ERISA, and commercial litigation and arbitration. Wolf Popper 
was founded in 1945, and is headquartered in New York City.  
Wolf Popper also has offices in Houston, Texas; Chicago and 
Springfield, Illinois; Boston, Massachusetts; and San Juan, 
Puerto Rico.

Wolf Popper’s attorneys are experienced litigators, many of 
whom have prior experience at AmLaw 100 firms or in 
government agencies. Wolf Popper’s reputation and expertise 
has been repeatedly recognized by courts, which have 
appointed Wolf Popper and its attorneys as lead counsel in 
complex litigations throughout the country.  Over the past 
seventy-five years, Wolf Popper has recovered billions of 
dollars for its clients.

Wolf Popper was one of the first laws firms in the United States 
to develop a class action securities litigation practice.  The 
practice was founded in 1958, and grew out of the Firm’s 
historical commitment to protecting the rights of individuals. 
Wolf Popper’s long-established role in the securities bar 
provides its clients with an understanding and insight into 
federal securities and state fiduciary duty laws that could only 
be obtained through years of practice in the fields. 

Wolf Popper provides a range of services which are designed 
to aid shareholders seeking to recover damages related to 
fraud and other corporate misconduct, as well as shareholders 
who seek to advocate for improved corporate governance.

Wolf Popper routinely represents damaged and defrauded 
institutional and other large investors in class action and 
individual securities litigations. Wolf Popper is regularly 
appointed lead or co-lead counsel in complex securities 
litigations. Wolf Popper is very selective in the cases it litigates.  
The Firm’s careful factual and legal research and selective 
prosecution has resulted in a significant percentage of the 
securities litigations in which the Firm is involved being 
sustained over, or being settled prior to a decision on, a motion 
to dismiss.  Wolf Popper regularly litigates cases alleging 
materially false and misleading statements in violation of the 
federal securities laws, as well situations involving as other 
corporate misconduct, such as (i) excessive compensation 
being paid to a company’s management; (ii) self-dealing 
transactions between a company and its management or 
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directors; or (iii) where a majority/controlling shareholder seeks 
to cash out the public, minority shareholders at a grossly unfair 
price or in a manner that compromises the process necessary 
to ensure that the public shareholders are treated fairly.

Wolf Popper’s portfolio monitoring service aims to educate the 
Firm institutional investor clients about securities litigation and 
corporate misconduct issues that impact their investment 
portfolios.  The Firm provides monthly and case specific 
reports related to current litigations and disclosures of potential 
fraud or other corporate misconduct.  Wolf Popper also 
provides clients with monthly reports of recently reached class 
action settlements to help clients identify settlements in which 
they might be entitled to participate.

Wolf Popper serves as a trusted advisor to institutional 
shareholders, and strives to help board members, directors, 
administrators, and other fiduciaries meet their duties and 
responsibilities to protect fund assets and mitigate the risks 
and liabilities. Wolf Popper represents a number of state, 
county, and municipal pension funds as well as Taft-Hartley 
plans and other sophisticated institutional investors. Wolf 
Popper’s portfolio monitoring services are provided to 
institutional investors at absolutely No Out-of-Pocket Cost and 
Risk Free. Wolf Popper provides litigation services to 
institutional investors on a contingent fee and non-recourse 
basis.  

Wolf Popper has a long history of representing international 
clientele. Wolf Popper’s office in San Juan, Puerto Rico 
provides the firm with a gateway to the civil law system in Latin 
America and Europe; Wolf Popper has working relationships 
with firms throughout those jurisdictions. Latin American 
institutional investors worldwide can expect fully bilingual 
services in portfolio monitoring and securities litigation from 
diverse and experienced attorneys.

Wolf Popper’s founders always recognized the value of a 
workforce comprised of talent across the demographic 
spectrum. The Firm has been committed to diversity and 
inclusion and gender equality since its inception and is proud 
to continue to embrace that tradition of inclusion to the benefit 
of the Firm and the clients we serve.

To learn more, please visit us at www.wolfpopper.com, or email 
us at outreach@wolfpopper.com.

wolfpopper.com 4


