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Predatory Private Equity Practices Threaten 
Americans’ Health and the Economy 
Predatory investment practices threaten U.S. health care and block Americans from economic 
success. While finance plays an important role in our economy, harmful practices by unregulated 
private equity (PE) firms can shut workers out of good-paying jobs and threaten Americans’ 
health. New Mexico was recently ranked the state most threatened by the negative impacts of 
private equity, largely due to the outsized role PE firms have in the state’s health care system. 
The top 10 states most at risk of negative impacts from PE are in the southern and western 
United States. Every state, however, is at risk of these harms. 

To curb the negative effects and growing influence of private equity, Democrats are proposing 
common-sense solutions. Meanwhile, Republicans have only offered more tax loopholes and 
advantages for these companies. 

Predatory practices create significant risks for workers, businesses, and the economy 

Public companies bought by private equity management firms are approximately 10 times more 
likely to go bankrupt than a control group subject to the same market forces. That’s largely 
because of how PE firms purchase companies. PE investors, typically wealthy individuals or 
institutional investors, often fund their acquisitions by taking out large loans. Frequently, about 
70% of the money that PE investors use to buy a company will come from loans—allowing them 
to only pay 30% from their own funds. The acquired company then becomes responsible for 
paying off this debt. This is called a “leveraged buyout.”  

In some cases, PE acquisition can help revive struggling businesses by bringing in new leadership 
or needed capital. However, the high debt levels associated with leveraged buyouts can raise 
substantial risks. For example, if revenues from the acquired company are not enough to pay off 
its debts, it can go bankrupt, which in turn leads to job loss and loss of the services that the 
company provided to the economy. Even if the acquired company does not fall into bankruptcy, 
PE firms typically seek to raise short-term revenue, in many cases through drastic cost-cutting 
measures like layoffs—which come at the direct expense of the company’s workers. The PE firm 
will then be able to place the acquired company back on the market and sell it to new buyers at a 
higher price. This is what is called a “buy, strip and flip” business model. 

PE firms have come to play an increasingly significant role in the U.S. economy in recent decades, 
raising concerns about impacts on the real economy and workers, as well as on the transparency 
and stability of the financial sector. Between 2010 and 2022, PE firms’ assets grew by over 
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400%, reaching $7.6 trillion in June of 2022, and by 2023, assets managed by PE firms had 
reached $8.2 trillion in value.  

 

PE acquisitions are not public companies and are exempt from publicly disclosing information 
about their operations, risks, finances, and liabilities—making it difficult to evaluate their 
performance and possible risks to the broader economy. 

Private equity-owned businesses are concentrated in lower-wage industries, impacting 
job stability and pay for workers 

PE firms have focused their acquisitions on low-wage industries. In 2021, 1.5 million food service 
workers were employed by companies owned by private equity firms. The industry with the 
second greatest number of workers employed by a private-equity-owned firm was the retail 
industry, at 1.1 million workers, followed by the security and health care industries, which 
collectively had 1 million workers. 

Evidence has shown that private equity acquisition can reduce workers’ wages and threaten their 
employment. For example, the 2005 leveraged buyout of Toys R Us by three investment firms 
saddled the company with $5.3 billion in debt. Toys R Us was ultimately unable to pay off that 
debt, which resulted in the loss of 31,000 jobs. Before filing for bankruptcy, the company paid 
out millions in bonuses to senior executives, while workers fought for months to receive 
severance pay. Workers’ income has been found to decline by an average of 1.7% after a private 
equity acquisition. Moreover, according to one study, within the first two years of private equity 
ownership, a company’s employment declines by 4.4%. Other studies have found high 

https://www.mckinsey.com/industries/private-capital/our-insights/mckinseys-private-markets-annual-review#:~:text=Despite%20the%20drop%20in%20aggregate%20fundraising%2C%20PE%20assets%20under%20management%20increased%208%20percent%20to%20%248.2%20trillion.
https://www.theatlantic.com/ideas/archive/2023/10/private-equity-publicly-traded-companies/675788/
https://www.ilr.cornell.edu/worker-institute/blog/events/recordings-workers-challenging-private-equity-create-good-jobs
https://money.cnn.com/2018/03/14/news/companies/toys-r-us-closing-stores/index.html?iid=EL
https://www.forbes.com/sites/joanverdon/2022/01/20/former-toys-r-us-execs-board-accused-of-fraud-in-bankruptcy-decisions/
https://www.vox.com/the-goods/2018/11/21/18106545/toys-r-us-retail-workers-severance
https://ssrn.com/abstract=3465723
https://www.axios.com/2019/10/07/private-equity-employment-job-losses
https://www.nber.org/digest/jan12/private-equity-and-employment
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concentrations of job loss in the retail industry and a net decline in employment among 
restaurants because of private equity buyouts.  

Private equity’s growth in the health care sector impacts Americans’ well-being 

Since the 1990s, private equity has increasingly become a major player in the health care sector. 
Recent research has estimated that 40% of hospital emergency departments in the United States 
are staffed or managed by PE-owned companies.  

Beginning with nursing homes and hospitals, private equity has since expanded into many areas 
of the health care system—investing or taking ownership of private physician practices, urgent 
care clinics, and independent emergency departments. Notably, private equity investment in 
health care increased from $5 billion to $100 billion between the years 2000 and 2018.  

Recent studies have found private equity-owned rural hospitals also tended to be more 
concentrated in the south, with Texas having the greatest number of private equity-owned 
hospitals and New Mexico having the greatest number of private equity-owned hospitals relative 
to total hospitals in the state.  

 

Research has pointed to concerning trends in the quality of care provided at PE-owned 
institutions. Health care establishments ranging from private physician practices to nursing 
homes owned by PE firms have been associated with potential overprescription of procedures, 
shortages in medical equipment, and poorer quality of care outcomes. A study specifically 

http://www.jstor.org/stable/44014930
https://damore-mckim.northeastern.edu/wp-content/uploads/2022/05/6_PEHealthcare_v25.pdf
https://www.nbcnews.com/health/health-care/senate-questions-private-equity-hospital-emergency-departments-peters-rcna145909#:~:text=NBC%20News%20recently%C2%A0estimated%C2%A0that%2040%25%20of%20U.S.%20hospital%20emergency%20departments%20were%20overseen%2C%20staffed%20or%20managed%20by%20companies%20owned%20by%20private%2Dequity%20firms.
https://www.brookings.edu/articles/private-equity-investment-as-a-divining-rod-for-market-failure-policy-responses-to-harmful-physician-practice-acquisitions/
https://www.jucm.com/private-equity-ownership-in-urgent-care-by-number-of-centers-2024/
https://assets.ivyclinicians.io/content/2023%20State%20of%20the%20EM%20Employer%20Market_Ivy%20Clinicians.pdf
https://link.springer.com/article/10.1007/s10754-022-09331-y
https://pestakeholder.org/private-equity-hospital-tracker/
https://privateequityrisk.org/state/new-mexico/
https://www.ineteconomics.org/perspectives/blog/private-equity-buyouts-in-healthcare-who-wins-who-loses#:~:text=PE%E2%80%99s%20focus%20on%20generating%20cash%20flow%20and%20exiting%20the%20investment%20in%20a%20five%2Dyear%20window%20puts%20pressure%20on%20doctors%20to%20increase%20volumes%20of%20patients%20seen%20per%20day%2C%20to%20overprescribe%20diagnostic%20tests%20or%20perform%20unnecessary%20procedures%2C%20or%20to%20save%20on%20costs%20by%20using%20shoddier%20but%20less%20costly%20supplies%20and%20devices.
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC9125965/
https://www.nbcnews.com/health/health-care/private-equity-firms-now-control-many-hospitals-ers-nursing-homes-n1203161#:~:text=Finally%2C%20some%20medical,on%20a%20shelf.
https://jamanetwork.com/journals/jama-health-forum/fullarticle/2786442
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focused on the impact that private equity acquisitions have on nursing homes also found that 
private equity ownership was associated with higher rates of mortality, reduced compliance with 
Medicare standards of care, greater incidence of negative outcomes for patient health, and lower 
ratios of nurses to patients in their care.  

Importantly, the bankruptcy of PE-owned hospital chains, such as the nationwide private hospital 
giant Steward Health Care previously owned by PE firm Cerberus, can lead to a series of closures 
for hospitals that many families depend on for medical care. This is especially concerning for 
underserved areas that already have limited access to care. A recent study found that hospitals 
under private equity ownership in 2018 tended to be in lower-income and rural areas. PE 
hospitals were also associated with lower patient satisfaction scores and were understaffed 
relative to non-PE owned hospitals, with a lower ratio of employees-per-occupied beds.  

Private equity growth is also contributing to higher prices for food and other essentials 

Private equity takeovers in the food industry accelerated during the pandemic. In 2021 alone, PE 
firms bought 786 food and beverage producers, primarily using debt. PE buyouts in the food and 
beverage industry in 2021 were also higher in value than the past three years combined, 
reaching over $31 billion. When interest rates rose in 2022 and pushed up these PE-owned 
companies’ debt payments, it increased pressure to raise food prices in order to cover higher 
debt costs. Consumers have been pushing back on higher food prices by seeking out lower-cost 
brands, but further PE-led mergers could make it harder to shop around for better deals. As PE 
firms buy up more of the market for consumer essentials, they are becoming even better 
positioned to exploit consumers by raising prices on the basic goods that families need. 

Since the 1980s, the grocery sector has become significantly more concentrated due to a wave 
of mergers and buyouts—a trend which research has linked to higher food prices. In recent years, 
federal regulators have raised concerns about the increasing prevalence of mergers and 
acquisitions led by PE firms, which allow PE firms to build market power by acquiring 
competitors. A recent example of a private equity merger threatening affordable food prices is 
the Albertsons/Kroger merger, which multiple states and the Biden-Harris administration are 
currently battling. Washington state, Colorado and the Federal Trade Commission (FTC) argue 
that a merger between Kroger and PE-owned Albertsons—which is also the owner of Safeway—
would eliminate the competition that is currently keeping these grocery giants from hiking their 
food prices even higher.  

Research shows that New Mexico is at the highest risk of exploitation by private equity 

The Private Equity Stakeholder Project found New Mexico to be the state that is most at risk of 
enduring the negative impacts of private equity. It is among the top ten states with the largest 
share of hospitals (24.4%) and nursing homes (35.3%) owned by private equity. It is also among 
the top ten states in the country with the greatest number of layoffs from companies controlled 
by private equity, as a share of the entire private sector workforce in the state, with 1,844 
private equity-led layoffs from 2015 to 2022.  

https://www.nber.org/papers/w28474
https://www.axios.com/local/boston/2024/06/11/steward-bankruptcy-funding-massachusetts-hospitals
https://www.enterprisenews.com/story/news/healthcare/2024/06/11/brockton-ma-steward-health-care-hospitals-senator-elizabeth-warren-taunton-fall-river/74058288007/
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC8299539/
https://www.wsj.com/articles/private-equitys-food-binge-goes-sour-8f830dd4
https://www.wsj.com/articles/private-equitys-food-binge-goes-sour-8f830dd4#:~:text=Shoppers%20have%20been,smaller%20price%20increases.
https://www.wsj.com/business/consumers-fed-up-with-rising-food-costs-are-ditching-big-brands-4d314161
https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/consumer-checkup-pe-investments-in-consumer-rise-as-pandemic-influence-fades-80913298#:~:text=The%20announced%20value,of%20%248.90%20billion.'
https://scholarship.law.columbia.edu/cgi/viewcontent.cgi?article=3795&context=faculty_scholarship
https://www.ftc.gov/system/files/documents/public_statements/1577783/p110014hsrannualreportchoprastatement.pdf
https://www.seattletimes.com/business/stakes-and-costs-growing-in-was-fight-against-kroger-albertsons-merger/
https://pestakeholder.org/news/new-private-equity-risk-index-reveals-industry-threats-to-american-jobs-housing-health-care-and-pensions/
https://privateequityrisk.org/state/new-mexico/
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Congressional Democrats are taking on private equity’s harmful practices, fighting for 
Americans’ health care, and ensuring wealthy CEOs pay their fair share 

Senate Democrats are taking action to combat PE firms’ negative impacts on Americans’ health 
and wellbeing. Recently, the Chairman of the Homeland Security and Government Affairs 
Committee, Senator Gary Peters, sent a letter to three of the country’s major PE firms—which 
own emergency rooms and physician staffing companies—to gain information on their patient 
care operations, decisions regarding staffing, and business operations. This past December, 
Senate Budget Committee Chairman Sheldon Whitehouse and Ranking Member Chuck Grassley 
also initiated a bipartisan investigation into PE-owned hospitals, demanding answers on whether 
companies’ efforts to pad their profits simultaneously harmed patients. Senators Warren and 
Markey have also recently announced bills that create new layers of accountability and 
transparency for private equity firms involved in health care. 

Additionally, private equity owners and other wealthy Wall Street asset managers are not paying 
their fair share in taxes due to an obscure tax advantage called the “carried interest loophole.” 
This loophole allows CEOs to reduce or continuously put off tax payments on certain types of 
income they receive. Democrats came close to fixing this loophole in August 2022, but were 
ultimately unsuccessful due to Republican opposition and lobbying by Wall Street. Senator 
Wyden’s bill, the “Ending the Carried Interest Loophole Act,” would eliminate that loophole and 
require wealthy CEOs to pay taxes on this income in full.  

While Trump’s policies supported private equity, the Biden-Harris administration is 
holding these companies accountable for the American people 

Former President Trump and his Republican allies in Congress have protected PE profits instead 
of American workers and their families. The former president appointed people with private 
equity ties to key positions in his administration—while others have since gone on to represent 
the industry. The Trump administration also gifted PE lobbyists a major win by granting them 
access to Americans’ retirement funds.  

In contrast, the Biden-Harris administration has taken multiple actions to shed light on private 
equity’s activities, prevent their predatory practices, and protect workers and families. In early 
2022, the administration announced several initiatives to hold nursing home owners 
accountable, requiring them to disclose PE-ownership, and expanding penalties against poor-
performing facilities. The administration has also set up an online portal—
“healthycompetition.org”—where people can submit complaints related to fraud, abuse or 
misconduct they’ve witnessed in the healthcare sector. In recent months, the administration 
launched a multi-agency effort investigating PE firms that maximize profits at the expense of 
patients, healthcare workers and taxpayers.  

Private equity’s buy, strip and flip business model, anticompetitive actions, and exploitation of 
our health care system threaten Americans’ livelihoods. Democrats are fighting to crack down on 
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https://www.nbcnews.com/health/health-care/senate-questions-private-equity-hospital-emergency-departments-peters-rcna145909
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https://www.markey.senate.gov/healthoverwealth
https://www.cnbc.com/2022/08/08/what-carried-interest-is-and-how-it-benefits-high-income-taxpayers.html
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https://deadline.com/2023/09/liongate-stock-treasury-secretary-steven-mnuchins-studio-starz-1235537356/
https://thehill.com/business-a-lobbying/393261-former-top-treasury-official-to-head-private-equity-group/
https://www.bloomberg.com/news/articles/2020-06-03/private-equity-firms-get-trump-administration-s-nod-to-tap-401ks
https://www.whitehouse.gov/briefing-room/statements-releases/2022/02/28/fact-sheet-protecting-seniors-and-people-with-disabilities-by-improving-safety-and-quality-of-care-in-the-nations-nursing-homes/
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https://www.justice.gov/opa/pr/justice-department-federal-trade-commission-and-department-health-and-human-services-issue


 

6              U.S. Congress Joint Economic Committee   |  July 2024 

these harms and protect our health care system, economy, and American families from predatory 
private equity practices. 


