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T
he Competition Com-
mission (CC) has 
published a summary of 
its provisional decisions 
after its investigation 
into the private 
healthcare market. It was 

clear even last year that the CC believed 
the major hospital chains had excessive 
power in negotiations that unfairly 
affected price. 

The rights and wrongs of this conclusion 
are worth analysing in greater depth, but 
firstly, what has the CC decided?

(a) HCA must sell the Princess Grace and 
London Bridge Hospitals in London, and 
GHG/BMI Healthcare must sell some 
combination of seven hospitals.

(b) NHS Private Patient Units cannot 
have a private partner who is dominant 
in that local market, but it’s unclear 
whether this applies to current 
contracts.

(c) Chains can continue to negotiate 
common pricing for all their hospitals.

(d) The relationship between hospitals 
and consultants must be arms-length, 
on fully commercial terms and 
transparent. 

(e) Comparable performance and fees 
data must be collected and published.

So what are the implications for those 
affected by these decisions?

Investors
The CC’s proposals create a rare 
opportunity for investors to enter 
the market by acquisition. We 
assume that the BMI hospitals 
must include the property within 
the GHG property company. The 
operating company alone would 
otherwise retain debts of unknown 
size and covenants, as well as a 
limited term lease and therefore not 
be sellable. 

UK hospital chains have 
attractive margins (figure 1) but 
relatively unattractive returns on 
new developments of full service 
hospitals. Private equity, with 
a management team, should 
be interested and with the 

Figure 1 & key of maps
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right property investor, should be 
competitive in bidding, even against 
operators. 

Hospitals are attractive to property 
and debt providers because of those 
high barriers to entry and predictable 
high margins. They also offer potential 
operational or marketing levers that 
can provide the growth required for 
private equity investment. 

The HCA hospitals are well-invested 
and the London market is sufficient 
for them to have remained private pay, 
while other chains have pursued NHS 
patients on the national tariff (figure 
2). Hospitals rely on nearby NHS 
hospitals to supply consultants, who 
are their true customers, so we have 
shown them in our maps.

The BMI hospitals may require 
catch-up capex, and, where able 
to choose, BMI will sell the weaker 
hospital (figure 3). 

The CC will determine the basic 
criteria for a sale, including whether 
the hospitals must be sold as a lot 
(all nine hospitals or just the seven 
BMI hospitals) to create a new chain, 
and who would be considered as 
potential bidders. Beyond that, the 
vendors presumably have the right 
to accept the highest bid. We believe 
that sale as a chain would attract the 
highest total sales price and would 
be desirable to the CC as it would 
create a potent new competitor on 
the national level. An existing large 
chain – Ramsay or Spire – could 

acquire the lot, but one or two of the 
BMI hospitals would then have to be 
sold separately. 

New hospital developers now 
often offer key consultants financial 
inducements (including sometimes 
equity) to encourage switching from 
established competitors. This will now 
be restricted and at minimum must 
be fully disclosed, though the final 
regulations are not clear. This raises 
the barrier to new developments. 
Circle has been the most active 
in encouraging consultants to see 
themselves as fellow owners of 
the facilities. Circle has recently 
restructured its equity shareholdings, 
we believe to make them more 
attractive for their consultants.

Revenue EBITDA CEO Ownership Hospitals Property 
type

£834m £215m Stephen 
Collier 

Netcare (53%), 
Apax (32%), 
management

66 Opco-Propco

£739m £202m Rob Roger Cinven, 
management
stake

38
(+11 clinics)

Opco-Propco
for 12 sites

£600m private Michael 
Neeb

HCA Inc (US) 6

£461m £82m David 
Mobbs, KP 
Doyle
(chief 
executive of 
hospitals 
only)

Charity 31

£363m £93m 
before 

rent

Jill Watts Ramsay 
Health Care 
(Australia)

21 Opco

 

Source: Laing & Buisson Healthcare Market Review 2012-13, Dr. Foster Hospital Guide, company websites, annual reports
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The hospital chains
Spire is no doubt pleased to have 
dodged a bullet in not having to face 
any divestments, which were mooted 
in the original findings. The operator 
will be very keen to enter central 
London. It will be interesting to see if 
Spire is distracted by the desire of its 
owner, Cinven, to exit – which it is 
now clear to do. Spire may be headed 
for an IPO, while the window seems 
open. 

Ramsay will also want to acquire, 
especially in London, and smaller 
players – Aspen, Care UK and Circle 

– would be competitive bidders for 
the BMI hospitals. Aspen’s backers, 
Welsh Carson, believe in the UK 
market and in the last few years have 
been willing to fund acquisitions and 
extensions to existing sites.

Our assessment of the CC’s 
current thinking is that, outside the 
geographical areas of the divestments, 
the proposals do not threaten hospital 
margins. The CC has not progressed 
ideas on price controls or forced 

‘unbundling’ price negotiations down 
to the individual hospital level. 
Innovative but unproven ideas for 
increasing hospital competition, 
such as forcing insurers to pay all 
procedure costs to consultants, who 
would then pay the hospitals of their 
choice, have been left by the wayside.

The banning of financial kickbacks 
to consultants will change little, as 
they were not widely used, at least 
according to surveys of consultants.

The production and sharing of 
performance data is not controversial 
with operators, who would like to 
see better performance in private 
hospitals demonstrated versus the 
public sector. The Private Healthcare 
Information Network, which makes 
hospital industry data more widely 
available, will be pleased that 
insurers, along with operators, will be 
required to contribute to its activities. 

HCA Princess Grace

HCA London Bridge

HCA Lister

HCA Harley 
Street Clinic

HCA 
Portland

HCA 
Wellington

Guy’s

Kings

St. Thomas

St. Barts

UCH

Figure 2: Central London

OR

OR

BMI Bishops Wood

BMI The 
Clementine 

Churchill

BMI The Kings Oak

BMI The Cavell Chase Farm

North Middlesex 
UniversityNorthwick Park

Mt. Vernon

Royal National 
Orthopaedic

Hillingdon

Figure 3: North West London

Dr. Foster Hospital Guide, company websites

Dr. Foster Hospital Guide, company websites
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The insurers
Insurers will be pleased that the CC 
inquiry focused on the allegedly 
excessive profits of hospitals 
owing to purported local market 
power. Alternatively, the CC could 
have investigated whether the 
insurers’ rights to negotiate with 
new hospitals should be absolute. 
Mandatory recognition on some 
terms for new entrants would 
drastically affect barriers to new 
entrants, but this does not seem to 
have been considered.

The insurers will hope to see 
lower prices, but will likely only 
expect them in London, where HCA 
has been able to increase prices 
notably higher than the other 
chains. They have very different 
levels of negotiating power, with a 
stark difference between Bupa and 
the host of smaller insurers.

Bupa already achieves prices 
that are 30-40% lower than small 
insurers at smaller hospitals, 
because no consultants will use a 
hospital which cannot be paid by 
Bupa. Consultants, who are any 
hospital’s actual customer, are 
not prepared to split their activity 
according to a patient’s insurance. 

AXA PPP has the crucial ‘swing 
vote’ in recognising a hospital. 
Circle initially accepted AXA 
PPP patients at no charge at their 
Bath hospital when they were not 
accredited by AXA PPP. 

BMI Chelsfield Park

BMI The Sloane

BMI The Chiltern

BMI The Shelburne

OR

OR

BMI Shirley Oaks

Wyecombe

Croydon University

University Hospital 
Lewisham

Princess Royal 
University

Queen Elizabeth

Stoke Mandeville

Figure 4: Greater London

BMI Three Shires

BMI The Saxon 
Clinic

OR

Northampton 
General Hospital

Milton Keynes 
General

Figure 5: East Midlands

Dr. Foster Hospital Guide, company websites

Dr. Foster Hospital Guide, company websites
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Date: 13/02/2014
Time: 14:00 - 17:00
Venue: The Royal Institution of Great Britain

For more information and bookings:  
Visit: www.healthinvestor.co.uk Phone: 020 7104 2000

The Health & Social Care Act 2012 recast the commissioning landscape in 
the UK. 

As the health service and its providers learn to operate in the latest ‘new’ 
environment, HealthInvestor is holding a seminar to focus on the key 
issues facing commissioners and operators today. 

This seminar will provide insight on key commissioning issues that have 
occurred in 2013, delivered by high profile speakers and experts in their 
field.

The programme will be a mixture of presentations and dynamic panel 
discussions, which will discuss the latest developments in commissioning 
and provide very practical sessions to help meet these challenges.

Confirmed speakers include: 

Seminar
HealthInvestorCommissioning: Opportunities 

in today’s market 

The public services law firm

It will focus on: 

•	 Market outlook: what could 
happen in 2014

•	 Helping bring together the 
health and social care sector

•	 Working in partnerships 
•	 CCGs: making them work

Michael Watson

Chief operating officer, Circle

Dr Michelle Tempest

Partner, Candesic

Bob Ricketts

Director of commissioning 

support strategy & market 

development, NHS England

John Myatt

Strategic development 

director, Serco Health

Allan Johnson

Chief executive, The Practice

Jonathan Blackburn 

Competition legal director, 

Monitor

Geoff Benn

Managing director - 

secondary care, Care UK 

Dr Charles Alessi

Chairman, NAPC and 

interim chair, NHS Clinical 

Commissioners
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Insurance subscribers and 
patients
The CC analyses show that self-
funding patients pay slightly more 
in local markets with limited 
competition. Therefore these patients 
are likely to eventually benefit from 
lower prices in seven local markets 
and Central London.

If hospital prices were lowered by 
5% across the board, which is the 
absolute upper limit to the impact 
and assumes that the CC’s estimate 
of customer detriment is accurate, 
then in theory that decrease would 
be passed on to consumers. In our 
view, insurers are not likely to pass 
any eventual saving on to individual 
subscribers but will seek to lower the 
cost per member to their corporate 
clients. The demand in the individual 
subscriber market appears driven 
by macro-economic conditions, and 
price drops are unlikely to be made 
up by volume increases. Corporate 
contracts are competitively tendered 
and more coverage for the same 
total price would be attractive to big 
company purchasers.

While these decisions are only 
provisional, we don’t expect much 
to change before this April. HCA 
and BMI have already said they will 
fight this decision in the courts. A 
curve ball at this stage of the process 
is possible, but we don’t expect 
the Competition Commission to be 
faulted on procedural grounds.

Looking at previous CC actions, 
legal delays could add six to12 
months to the six months that they 
would otherwise have to sell. But 
it seems to us that there may be an 
opportunity for investors to deploy 
up to £1 billion pounds in the sector. 

Adam Scott, partner, Mansfield Advisors 
adam.scott@mansfieldadvisors.com 0790 037 5392

Mansfield Advisors LLP

BMI The Highfield

Rochdale Infirmary

North Manchester 
General

Royal Blackburn

Figure 6: North West

Dr. Foster Hospital Guide, company websites

The consultants
Younger consultants will find it 
slightly more difficult to enter 
private healthcare for the first time, 
without free consulting rooms and 
other perks. These higher barriers to 
entry will favour the current private 
consultant pool. The size of the 
rents and precise regulations will 
determine whether this is  
significant. 

Publishing consultant fees 
publicly should in theory allow for 
price competition, but could have 
the opposite effect. Price is used in 
service industries to indicate quality, 
and no patient wishes to see the 
cheapest consultant if they are not 
paying the bill. The larger insurers 
impose caps on consultant fees, so 
the published price may bear little 
relation to prices actually paid.
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