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What is Private Equity?

Private equity is an asset class where investors pool their resources 
in investment funds, which in turn purchase stakes in companies 
that are not publicly traded. 

Private equity firms generally invest in companies for several years or 
more. The goal �² in every case �² is to work with management to 
�L�P�S�U�R�Y�H���W�K�H���F�R�P�S�D�Q�\�¶�V���S�H�U�I�R�U�P�D�Q�F�H��and make it a stronger, more 
competitive enterprise.



What is Private Equity?

�3�U�L�Y�D�W�H���H�T�X�L�W�\���L�V�«



How Private Equity Works

Private equity firms seek out underperforming, undervalued, or young 
companies poised for growth.

By working with these companies managers unlock significant 
value by:

�‡ improving business strategy

�‡ injecting managerial expertise 

�‡ advancing production technology

�‡ expanding distribution





Private equity funds are typically structured as 
partnerships:
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THE PRIVATE EQUITY MODEL



Challenges to the Health Care Industry

�‡ Low Margins

�‡ High Labor Costs and shortage of workers

�‡ High Supply Costs

�‡ Low reimbursement rates from government payors:

�‡ Medicare

�‡ Medicaid



Private Equity Investment in Health Care

�3�U�L�Y�D�W�H���H�T�X�L�W�\�¶�V���S�U�H�V�H�Q�F�H���L�V���V�P�D�O�O�H�U���W�K�D�Q���\�R�X���Z�R�X�O�G���W�K�L�Q�N���E�D�V�H�G���R�Q���W�K�H��
attention it receives:

�‡Only 8 percent of Hospitals are PE-backed

�‡Only  5 percent of Nursing homes are PE-backed

�‡Only 4.5 percent of physicians are employed by private equity  



Private Equity Investment in Health Care 

�‡ Private equity has invested considerable capital in life sciences companies 
�W�K�D�W���D�U�H���G�H�Y�H�O�R�S�L�Q�J���Q�H�Z���G�U�X�J�V���D�Q�G���W�K�H�U�D�S�\�¶�V���W�K�D�W���Z�L�O�O���K�R�S�H�I�X�O�O�\���O�R�Z�H�U��
costs and improve quality of treatments. 

�‡$132B invested over the last decade in nearly 1,000 companies

�‡ Private equity investment in medical devices has the potential to create 
better cheaper medical devices that can relieve some of the financial 
pressure on medical providers.

�‡$125B invested over the last decade in over 871 medical device 
manufacturers





Impact of Private Equity on Health Care Organizations

AIC  © 2024 11

Have Private Equity Owned Nursing Homes Fared Worse Under COVID -19? 
Ashvin Gandhi, PhD Candidate, UCLA Anderson School of Management. YoungJun Song, Assistant Professor, Duke University, Fuqua School of Business. Prabhava 
Upadrashta, Doctoral Candidate, Duke University, Fuqua School of Business.

�‡ �³�,�Q���R�W�K�H�U���Z�R�U�G�V�����R�X�U���I�L�Q�G�L�Q�J�V���V�X�J�J�H�V�W���W�K�D�W���3�(���R�Z�Q�H�U�V���Z�H�U�H���P�R�U�H���V�X�F�F�H�V�V�I�X�O���D�W���S�U�H�Y�H�Q�W�L�Q�J��



Impact of Private Equity on Health Care Organizations

Association Between Hospital Private Equity Acquisition and Outcomes of Acute Medical 
Conditions Among Medicare Beneficiaries 
Marcelo Cerullo, MD, MPH, Department of Surgery, Duke University and National Clinician Scholars Program, jointly administered through Duke Uni
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