
Hospital and Health System M&A
MIDYEAR REVIEW

» Consolidation continues to be the key theme across the local, regional, and national hospital and health 
system landscape.

» Rising operating expenses, combined with downward pressures on reimbursement and volumes, are forcing 
independent organizations to reassess their long-term strategic options. 

» The landscape continues to be bifurcated between clear “haves” and “have-nots” – specifically, those 
providers with ample capital resources and those providers that lack the requisite capital to ensure their 
independence and long-term sustainability.
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Figure 1: YTD 2019 Hospital and Health System Closed and Announced Transaction Activity

» South and northeast regions led nationwide activity, as large systems in Pennsylvania and Florida continued 
their acquisitive trends (see figure 2).

» Divestitures in Illinois and South Carolina from publicly traded operators contributed to a hotbed of activity in 
the Midwest and South.

The first half of 2019 saw a continuation of robust activity in the hospital and health 
system M&A market (see figure 1). The key takeaways in the market are as follows:
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Figure 2: Geographic Transaction Dispersion
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Note: Data from ECG proprietary database. 

» Community hospitals with less than $100 million in revenue reflect the majority of acquisition targets, as they 
represent an opportunity for further consolidation among larger health systems (see figure 3).
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Figure 3: Target Net Patient Revenue Size

Note: Data from ECG proprietary database. 
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Figures 4 through 6 provide an overview of recent notable transactions, announced and 
completed, for both nonprofit and for-profit health organizations nationwide.

Figure 4: Notable Closed Nonprofit Transactions

» Massachusetts-based systems Lahey Health and Beth Israel Deaconess Medical Center 
completed their merger in March 2019.

» The combined organization is now the second largest health system in Massachusetts, with 
13 hospitals, over 4,000 physicians, and more than $6 billion in revenue.

» Transaction terms include a system-wide, seven-year price cap to mitigate the potential 
increased costs to patients.

» New York–based Health Quest finalized its merger with Western Connecticut Health 
Network as of April 2019 to create Nuvance Health.

» Nuvance Health will have more than $2 billion in revenue and 2,600 physicians serving 
seven hospitals across the two states.

» Approval of the merger included a cost growth cap linked to the consumer price index in 
order to curb rising healthcare expenses.

and

have merged to form

Nuvance Health

» As of February 2019, CommonSpirit Health was created via the merger of San Francisco–
based Dignity Health and Englewood, Colorado–based Catholic Health Initiatives.

» The $29 billion regional organization provides care across 21 states, with 142 hospitals and 
more than 25,000 physicians.

» Areas of integration focus include expanding clinical capabilities, shifting services to 
alternative care sites, investing in new technologies, addressing social determinants of 
health, and embracing a dedication to the workforce. 

» Florida-based organizations Indian River Medical Center and Martin Health System were 
acquired by Cleveland Clinic in January 2019.

» Total capital commitments included $500 million over 5 years and $250 million over 10 
years to Martin Health and Indian River, respectively.

» Cleveland Clinic’s Florida coverage will expand through Martin Health’s three hospitals and 
150 physicians, along with Indian River’s 332-bed acute care hospital.

Note: Data from ECG proprietary database. 
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Figure 5: Notable Announced Nonprofit Transactions

» New Hampshire–based systems GraniteOne Health and Dartmouth-Hitchcock Health 
signed a Letter of Intent (LOI) in January 2019 to combine organizations.

» The potential consortium would include eight hospitals across New Hampshire and 
Vermont, with over $2.5 billion in revenue.

» The overarching goals of the transaction include expanding access to high-quality patient 
care, effectively addressing behavioral health and substance abuse issues, and exploring 
social causes of health matters.

» In April 2019, North Carolina–based organizations Atrium Health and Wake Forest Baptist 
Health signed a memorandum of understanding to potentially merge.

» With a combined 49 hospitals and over $12 billion in revenue, the academic and research 
components of Wake Forest would effectively pair with Atrium’s clinical expertise.

» Initial plans related to the merger include a second Wake Forest campus in Charlotte and a 
research and population health center in Winston-Salem.

» In June 2019, Altamonte Springs, Florida–based AdventHealth announced plans to acquire 
a 25% stake in Brevard County, Florida–based Health First.

» The four hospitals under Health First would retain their independence and branding while 
receiving access to AdventHealth’s network of resources.

» Factoring in the existing insurance partnership, AdventHealth would benefit from the 
increased covered lives and enhanced data analytics.

» Marshfield Clinic Health System and Gundersen Health System, both headquartered in 
Wisconsin, are in preliminary discussions regarding a potential merger as of May 2019.

» The combined organization would encompass 13 hospitals and more than 100 outpatient 
clinics across three states and generate over $3.7 billion in revenue.

» Both systems have particular expertise with operating rural Critical Access Hospitals, where 
the universal pressures on acute care providers are intensified.

Note: Data from ECG proprietary database. 
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Figure 6: Notable Closed For-Profit Transactions
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» HCA Healthcare (NYSE: HCA) completed its $1.5 billion purchase of North Carolina–based 
Mission Health in February 2019.

» The six-hospital Mission Health will represent HCA’s expansion into North Carolina and add 
over $1.5 billion in revenue.

» In addition to the purchase price, HCA has a made a five-year $430 million capital 
commitment and will contribute $25 million to a local economic development innovation 
fund.

has been acquired by

for total considerations of 
$1.5 billion
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» Tenet Healthcare (NYSE: THC) completed the January 2019 sale of Westlake Hospital, Weiss 
Memorial Hospital, and West Suburban Medical Center to Pipeline Health.

» The Chicago area–based hospitals represent Tenet’s exit from the local market as the 
system looks to continue paying down its considerable debt load of approximately $14 
billion.

» Los Angeles–based Pipeline Health partnered with Chicago-based TWG Partners on this 
transaction, bringing the total hospitals under management to eight.

» Community Health Systems (CHS) (NYSE: CYH) completed the sale of South Carolina–based 
Mary Black Health System to Spartanburg Regional Health System in January 2019.

» The additional two hospitals in Spartanburg and Gaffney will give the combined 
organization six hospitals, over 400 physicians, and nearly 9,000 employees.

» Additionally, in South Carolina, CHS completed the sale of Chester Regional Medical Center, 
Springs Memorial Hospital, and the two-hospital Carolinas Hospital System to the Medical 
University of South Carolina (MUSC) Hospital Authority in March 2019.

» At a purchase price of $176 million, MUSC will add nearly 130,000 emergency department 
visits, 160,000 outpatient visits, and 19,000 hospital admissions.

» CHS has either closed or announced more than 50 hospital divestitures since 2017 in efforts 
to reduce its approximately $13 billion in long-term debt; the organization has also 
extended 2018’s goal of $1.3 billion in gross proceeds related to hospital divestitures into 
2019.

Note: Data from ECG proprietary database. 
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We expect the second half of 2019 will continue to 
see robust M&A activity driven by regional expansion 
and ongoing divestitures from Community Health 
Systems (NYE: CYH). 

Additional trends for the remainder of the year are highlighted in figure 7 below.
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» Financial pressures at the independent community 
hospital level are exacerbated by intense 
competition for volume and services.

» Sustained retention and recruitment of healthcare 
providers can be difficult due to geographic 
constraints and the patient base.

» The principle of keeping healthcare local can be 
supported by exploring a partnership with an 
established health system.

Regional Expansion

» Health systems looking for continued scale are 
moving across state lines and forming regional 
organizations.

» The ability to utilize clinical best practices and 
specialty providers is enhanced, leading to improved 
patient outcomes.

» Alternative care sites (urgent care, ASC, etc.) are 
developed to curb outmigration from traditional 
hospital settings.

Existing levels of hospital and health system M&A activity will continue into the second half of 2019, with 
opportunities for increased volume relative to market dynamics.

Community Hospital 
Sell-Off

Figure 7:  Second Half Trends 

Figure 8 includes a sample of the M&A transactions ECG helped to finalize in the first half 
of 2019 and continues to facilitate in the second half.

ECG’s M&A practice is a leading adviser to healthcare provider organizations across the nation, offering 
sell-side M&A, buy-side M&A, facilitated M&A, and additional strategic advisory services. For more 
information on ECG’s M&A practice, please contact our senior practice leaders.

Hector Torres
Principal and National Practice Leader
312-637-2500
hmtorres@ecgmc.com

Michael Mullins
Principal
404-360-7422
mamullins@ecgmc.com

Aaron Newman
Senior Manager
312-637-2500
atnewman@ecgmc.com

Figure 8: Representative ECG-Facilitated Transactions
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