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Background

There are approximately 5200 community hospitals in the United States. About 1300 of
them are investor-owned, for-profit hospitals whose owners are corporations, groups of
physicians, or other private entities. Private equity firms use capital from individuals and
institutions to invest in organizations. They are increasingly buying hospitals, which they
typically plan to sell for a profit within 3 to 7 years after acquisition (1, 2). A recent study
evaluated changes in hospital income, use, and quality associated with private equity
acquisitions between 2005-2017 (2).

Objective

To compare acute care hospitals owned by private equity firms with similarly sized and
located hospitals not owned by private equity firms.

Methods and Findings

We used merger and acquisition reports by Irving Levin Associates and public information
to identify 130 hospitals under private equity control in 2018. We then identified all 2868
hospitals that had a full year of data in the 2018 Medicare Cost Report, extracted
information on size (1 to 49 beds, 50 to 450 beds, and =451 beds), and assigned the hospitals
to health care markets (hospital referral regions) using 7/e Dartmouth Atlas of Health Care.
We used health care markets and size groups to identify 688 hospitals that we could match to
a private equity hospital. Within matched groups, there were 1 to 56 matched control
hospitals per private equity hospital, with a median of 8 control hospitals and an interquartile
range of 10. We assigned each private equity hospital a weight of 1 and assigned its matched
hospitals weights that summed to 1. We used these weights in all analyses.
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We compared private equity hospitals with their matched hospitals on location, financial
characteristics, and patient experience. Hospital characteristics were identified from the
Medicare cost report after transforming (winsorizing) values outside the 95th and 5th
percentiles to limit the effect of extreme outliers (3). We used the rurality score from the
Rural-Urban Commuting Areas geographic taxonomy, version 3.10, to classify ZIP codes
from 1 (metropolitan) to 10 (rural). We used 2017 median household income by ZIP code
from The Dartmouth Atlas of Health Care. Scores were collected from the Hospital
Consumer Assessment of Healthcare Providers and Systems survey, which contains patient
perspectives of their hospital experience. It has often been called a patient satisfaction score
and ranges from 0 (lowest) to 100 (highest) (4).

Mean values were compared between the groups, allowing for correlation in hospital
characteristics, by using a linear regression model with private equity status as the key
independent variable, conditional on hospital referral region. We controlled for total hospital
beds in analyses involving cost report outcomes. We clustered SEs at the hospital referral
region level. For outcomes expressed in ratios, we modeled the numerator as the outcome
and adjusted for the denominator by including it as an independent variable, along with
hospital beds and hospital referral region (5).

Most hospitals in this study were in the South (Figure) and were medium sized (Table).
When compared with their matched hospitals, private equity hospitals on average had a
higher rurality score, were located in a ZIP code with a lower median household income,
had a slightly lower patient experience score, had fewer patients discharged per year, and
had fewer full-time equivalent employees per occupied bed (Table). Private equity hospitals
did not differ from their matched hospitals on net income per patient discharged, total
inpatient charge per inpatient day, total charge-to-cost ratio, or Medicare and Medicaid
shares of patients discharged.

Discussion

In this comparison of characteristics between hospitals owned by private equity and those
not owned by private equity in 2018, private equity hospitals were on average located in
lower-income, more-rural areas and had fewer patients discharged and employees per bed,
although several economic outcomes were similar. Some of these differences may be due to
unobserved factors, such as private equity—owned hospitals being located in less
metropolitan areas with different populations and socioeconomic conditions than more
metropolitan areas, and it is unknown whether these differences are attributable to the
private equity acquisition itself. A separate question is whether private equity—owned
hospitals differ from other hospitals in ways that negatively affect patient care. Fewer full-
time—equivalent employees per occupied bed and lower average patient experience scores
among private equity—owned hospitals raise concern. These measures, however, do not fully
capture quality of care, and the potential effect of private equity on quality and other
outcomes was outside the scope of this cross-sectional analysis. Therefore, additional
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research is necessary to identify and characterize the mechanisms underlying these
differences.
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Figure.
Map of private equity—owned hospitals in 2018.

Using Medicare cost reports, the addresses for the 130 private equity—owned hospitals in
2018 were identified. There were no hospitals located in Hawaii or Alaska.
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