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There is a paucity of peer-reviewed literature related to PE 
in medicine.



Media coverage is there
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Where does the $ come from & what is the business 
model?
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PE firms have capital from:
- Pension funds
- High net worth individuals
- Endowments

PE firms had highest year-end 
unspent capital ever in 2019: 
almost $1.5 Trillion (Bloomberg)

Expected annual returns of 20% 
or more



Business model focuses on augmenting value for potential 
future sale.
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1. Acquire ‘platform practices’ – large, well-managed, reputable in 
community

2. Augment value – recruit MDs, purchase smaller practices

3. Increase revenue – add services (eg. Optical shop), increased 
negotiating leverage with insurers

4. Decrease costs – spread fixed costs, add MD extenders

*Casalino et al. Private equity acquisition of physician 
practices, Annals of Internal Medicine, Jan 2019.



The purchase
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Purchase price
- 8-12x EBITDA for ‘platform practice’
- 2-4x EBITDA for smaller practics

Ownership
- Usually 60-80% (want some MD buy-in for growth)
- Sometimes cede majority ownership in most desirable practices

Sell
- 3-7 years (“second bite of the apple”)

*Casalino et al. Private equity acquisition of physician 
practices, Annals of Internal Medicine, Jan 2019.



Who is on the table? And why?
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- Dermatology
- Urology
- Ophthalmology
- GI

- Clinically efficient
- Profitable
- Removed from hospital system
- Opportunities for ancillary 

services



Practices are interested because of added regulation and 
uncertainty.
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- Rapidly changing healthcare environment with value-based care
- Regulatory requirements
- Capitalization allows additional recruitment of MDs



Acquisitions of ophthalmology practices have increased 
over the past 5 years.
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Qualitative study to understand frequency, motivation and impact of PE 
acquisitions

15 semi-structured interviews with key informants
- MDs, consultants, attorneys, investment bankers
- Snowball sampling until theme saturation reached

3 data sources for major acquisitions from 2011-2018
- PhysiciansFirst, Vision Monday and Irving Levin Associates database



Why is ophthalmology attractive?
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Strong supply and demand factors
- Increasing surgical demand
- Shortage of ophthalmologists

High potential of ancillary services
- Trend noted towards acquisition of practices with ASC

Independence from hospitals

Fragmented market (economies of scale)



Acquisitions are increasing over the past 3 years.
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Northeast, Southeast and West Coast are the most active 
regions.
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* O’Donnell et al. The Growth of Private Equity Investments in Health Care: Perspectives from 
Ophthalmology. Health Affairs. 2020; 39:1026-31.
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Value

Consolidation

PE Hospital Insurers

Covid-19



Thank you
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