HEALTI—I CAPITAL

Volume 18

Gme Issue 8

August 2025

Jessica L. Bailey-Wheaton, Esq., Editor
Todd A. Zigrang, MBA, MHA, FACHE, CVA, ASA, ABYV, Publisher

Hospital Acquisitions of Physician Practices Increase Prices

A recent study of hospital physician acquisition and
employment found that such acquisitions decrease
competition and raise prices. A National Bureau of
Economic Research (NBER) working paper, released in
July 2025, “empirically analyze[d] the effects of mergers
between complementary firms on competition and
pricing,” and found hospital prices increased by an
average of 3.3%, while physician prices increased by an
average of 15.1%.% This Health Capital Topics article
reviews the study’s findings and implications for the
healthcare industry.

In response to the advent and emergence of accountable
care and value-based reimbursement (VBR) models,
which rely on achieving better outcomes at lower cost,
hospitals have increasingly sought closer relationships
with  physicians, including direct employment,
contracting, co-management, and joint ventures. The
American Medical Association (AMA) found that the
proportion of physicians who practiced in an independent
practice decreased significantly between 2012 and 2024,
from 60% to 45.2% (a decrease of approximately 80,000
physicians).? The AMA cites “inadequate payment rates,
costly resources, and burdensome regulatory and
administrative requirements [as] longstanding and
important drivers of this change.”®

The NBER study reviewed a sample of 276 “physician
integration events” (hospital physician practice
acquisitions) and 66 “hospital integration events” (one-
year periods during which the share of physicians
practicing at a hospital increased sharply) between 2008
and 2016.* The study’s goal was “to analyze whether
mergers of hospitals and physician practices lead to price
increases and whether any observed price increases are a
function of a lessening of competition.”®

An examination of obstetrician and gynecologist (OB-
GYN) claims from a large insurer indicated hospital/OB-
GYN mergers increase both hospital and physician prices
— average hospital price increased 3.3% (or $475) and
average physician price increased 15.1% (or $502) for
labor and delivery services provided two years after an
integration event.® The researchers also found price
increases of 9% for physician services provided by
already-integrated physicians after the hospital acquired
additional physicians in the same specialty.” These price
increases were even larger in certain situations, such as
when a hospital had more power than the local insurance
network.®
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The study then “show[s] that the price increases we
observe are a function of a lessening of competition and
are unlikely to be caused by alternative theories
consistent with consumer benefit.”® For example, the
study found no evidence that quality measures changed
post-integration or were better among the higher-priced
services, indicating that the price increases may instead
be due to decreased competition post-
integration/acquisition.®

The NBER study authors concluded that:

“Taken together, our results support three
anticompetitive effects of physician—hospital
mergers. We find evidence that physician—hospital
mergers often increase prices and, when they do,
they do so in ways consistent with: (1) greater
foreclosure of rivals, (2) improving negotiating
parties’ outside options through recapture, and (3)
increasing concentration in physician markets.”*!

The NBER study is not the first to find a linkage between
physician practice acquisitions and higher prices. A
January 2025 JAMA Health Forum study reviewed
prices for services provided by 198,097 primary care
physicians (PCPs) in 2022, and found that negotiated
prices for office visits of hospital-affiliated PCPs were
11% higher, and office visits of private equity-affiliated
PCPs were 8% higher, than those of independent PCPs.*?

Corresponding with the growing trends toward VBR and
care coordination discussed above, there has been
increased federal, state, and local regulatory oversight
regarding the legal permissibility of these arrangements,
under both fraud and abuse laws and antitrust laws.
Notably, however, nearly every practice/integration
reviewed by the researchers did not meet the threshold
for mandatory antitrust reporting and investigation.
Consequently, the issues identified in the NBER study
relating to competition may “pose a challenge for
antitrust enforcement agencies,” as these agencies
typically review large, horizontal mergers among two
competitors in the same market.®® However, as the
authors point out, their “estimates suggest the scale of
consumer harm generated by these transactions in
aggregate is similar in magnitude to that of horizontal
hospital mergers, which have been of great interest to
regulators.”*

(Continued on next page)
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Todd A. Zigrang, MBA, MHA, FACHE, CVA, ASA, ABYV, is the President of
HEALTH CAPITAL CONSULTANTS (HCC), where he focuses on the areas of
valuation and financial analysis for hospitals, physician practices, and other healthcare
enterprises. Mr. Zigrang has over 30 years of experience providing valuation, financial,
transaction and strategic advisory services nationwide in over 2,500 transactions and
joint ventures. Mr. Zigrang is also considered an expert in the field of healthcare
compensation for physicians, executives and other professionals.

Mr. Zigrang is the co-author of “The Adviser’s Guide to Healthcare - 2nd Edition”
[AICPA -2015], numerous chapters in legal treatises and anthologies, and peer-reviewed
and industry articles such as: The Guide to Valuing Physician Compensation and
Healthcare Service Arrangements (BVR/AHLA); The Accountant’s Business Manual
(AICPA); Valuing Professional Practices and Licenses (Aspen Publishers); Valuation
Strategies; Business Appraisal Practice; and, NACVA QuickRead. Additionally, Mr.
Zigrang has served as faculty before professional and trade associations such as the
American Society of Appraisers (ASA); the National Association of Certified Valuators
and Analysts (NACVA); the American Health Lawyers Association (AHLA); the American Bar Association (ABA);
the Association of International Certified Professional Accountants (AICPA); the Physician Hospitals of America
(PHA); the Institute of Business Appraisers (IBA); the Healthcare Financial Management Association (HFMA); and,
the CPA Leadership Institute. He also serves on the Editorial Board of The Value Examiner and QuickRead, both of
which are published by NACVA.

Mr. Zigrang holds a Master of Science in Health Administration (MHA) and a Master of Business Administration
(MBA) from the University of Missouri at Columbia. He is a Fellow of the American College of Healthcare
Executives (FACHE) and holds the Certified Valuation Analyst (CVA) designation from NACVA. Mr. Zigrang also
holds the Accredited in Business Valuation (ABV) designation from AICPA, and the Accredited Senior Appraiser
(ASA) designation from the American Society of Appraisers, where he has served as President of the St. Louis
Chapter. He is also a member of the America Association of Provider Compensation Professionals (AAPCP), AHLA,
AICPA, NACVA, NSCHBC, and, the Society of OMS Administrators (SOMSA).

Jessica L. Bailey-Wheaton, Esq., is Senior Vice President and General Counsel of
HCC. Her work focuses on the areas of Certificate of Need (CON) preparation and
consulting, as well as project management and consulting services related to the impact
of both federal and state regulations on healthcare transactions. In that role, Ms. Bailey-
Wheaton provides research services necessary to support certified opinions of value
related to the Fair Market Value and Commercial Reasonableness of transactions related
to healthcare enterprises, assets, and services.

Additionally, Ms. Bailey-Wheaton heads HCC’s CON and regulatory consulting service
line. In this role, she prepares CON applications, including providing services such
as: health planning; researching, developing, documenting, and reporting the market
utilization demand and “need” for the proposed services in the subject market service
area(s); researching and assisting legal counsel in meeting regulatory requirements
relating to licensing and CON application development; and, providing any requested
@ % support services required in litigation challenging rules or decisions promulgated by

a state agency. Ms. Bailey-Wheaton has also been engaged by both state government
agencies and CON applicants to conduct an independent review of one or more CON applications and provide
opinions on a variety of areas related to healthcare planning. She has been certified as an expert in healthcare planning
in the State of Alabama.

Ms. Bailey-Wheaton is the co-author of numerous peer-reviewed and industry articles in publications such as: The
Health Lawyer (American Bar Association); Physician Leadership Journal (American Association for Physician
Leadership); The Journal of Vascular Surgery; St. Louis Metropolitan Medicine; Chicago Medicine; The Value
Examiner (NACVA); and QuickRead (NACVA). She has previously presented before the American Bar Association
(ABA), the American Health Law Association (AHLA), the National Association of Certified Valuators & Analysts
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Shah holds a M.S. in Finance from Washington University Saint Louis and the
Certified Valuation Analyst (CVA) designation from NACVA. She develops fair market
value and commercial reasonableness opinions related to healthcare enterprises, assets,
| and services. In addition she prepares, reviews and analyzes forecasted and pro forma
financial statements to determine the most probable future net economic benefit related
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reimbursement trends to project professional medical revenue streams and ancillary
services and technical component (ASTC) revenue streams.
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