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__________________________________ 

The healthcare sector of the corporate world is sizable and expanding quickly. Healthcare organisations merge and acquire in 

today's environment of increasing competition to broaden their reach and objectives. In the various facets of the healthcare industry, 

the United States has seen some of the biggest mergers and acquisitions. Healthcare-related merger and acquisition (M&A) deals 

include a variety of complex regulatory, governance, financing, taxation, and other issues that call for careful structuring and 

documentation. This paper aims to provide a succinct review of the regulatory organisations involved in hospital mergers and 

acquisitions, as well as pertinent authorities and the actual value of starting M&A negotiations in the first place. Some of the 

industry's most popular healthcare transactions. The study examines the historical performance of the healthcare organisation, 

taking into account mergers, achievements, and any potential liabilities. As a result, M&A transactions in the healthcare sector 

are a particularly difficult process because they require the union of numerous organisations as well as a variety of cultures, 

attitudes, techniques, and other factors. Fewer mergers and acquisitions have occurred in the healthcare sector, but the capacity of 

healthcare systems is expanding quickly. 
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INTRODUCTION 

We are witnessing a dramatic increase in M&A deals across the globe, bolstering the growth of 

companies with large service portfolios and global reach. Following the COVID era, the U.S. 

witnessed a persistent push for focus, specialisation, and size among numerous healthcare 

sectors. Mergers and acquisitions enable hospital companies to accelerate their goals and deliver 

high value with the least risks involved. Hospitals are rethinking their business models and 

making wise investments and acquisitions to increase access to healthcare, lower costs, and 

improve quality. Hospital organisations, such as the American Hospital Association (AHA), 

have remained steadfast in their claim that mergers and acquisitions assist lower hospital 

expenses.1 However, the merger of any two organisations may lower market competition 

increasing prices. This entirely relies on the type of acquisition and the board members' policies. 

REGULATORY BODIES IN HEALTHCARE MERGERS AND ACQUISITIONS IN THE U.S. 

The Securities and Exchange Commission (SEC), which oversees the securities markets and 

protects investors, controls the sale and transfer of securities on behalf of the federal 

government. Additionally, all M&A transactions must adhere to federal antitrust rules, which 

are enforced by the Federal Trade Commission (FTC) and the Antitrust Division of the U.S. 

Department of Justice (DOJ). The Committee on Foreign Investment in the United States 

(CFIUS) may also assess acquisitions made by non-U.S. corporations. M&A transactions are also 

governed by different laws depending on the target company’s state of incorporation. However, 

states with Delaware as their incorporation have some anti-takeover laws which include control 

share acquisition or business combination statutes depending upon their nature.  

Securities and Exchange Commission: The Securities and Exchange Commission (SEC), which 

was established by the Securities Exchange Act of 19342, is a federal administrative body whose 

main duties include upholding American securities laws, developing regulations, and 

overseeing the securities sector. They carry it without prosecution. The U.S Justice Department 

                                                             
1 Victoria Bailey, ‘How Healthcare Mergers, Acquisitions Impact Practice Management’ (Recycle Intelligence, 6 May 
2022) <https://revcycleintelligence.com/features/how-healthcare-mergers-acquisitions-impact-practice-
management> accessed 29 September 2022 
2 Securities Exchange Act 1934 

https://revcycleintelligence.com/features/how-healthcare-mergers-acquisitions-impact-practice-management
https://revcycleintelligence.com/features/how-healthcare-mergers-acquisitions-impact-practice-management
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or individual U.S. Attorneys General offices are responsible for that. The SEC’s principal goals 

are to safeguard investors, ensure just, orderly and efficient markets, and promote capital 

formation. SEC oversees the involvement and operations of organisations and individual 

investors. 

Federal Trade Commission: The FTC is a federal organisation with the dual goals of fostering 

competition and protecting consumers. The FTC is committed to promoting consumer interests 

while fostering competition and innovation to lead to a strong economy. By holding conferences, 

workshops, and hearings, it creates research and policy tools. This stops unfair, deceptive, or 

fraudulent business conduct to protect consumers. The FTC contributes to maintaining the 

openness and freedom of US markets by upholding antitrust rules. To protect consumers from 

higher costs, worse quality, fewer options, or a decline in innovation, the FTC also opposes 

anticompetitive acquisitions and business practices. 

Corporate Practice of Medicine (CPOM): Companies that are not owned or managed by 

practitioners are effectively barred from owning or managing medical practices under a CPOM 

prohibition. Theoretically, a CPOM restriction guarantees that a medical practice's owners are 

practitioners who will prioritise patient care and are not bound by business interests or 

stockholder interests. The doctrine, which is currently applicable in California, New York, and 

a few states without any prohibitions, like Florida and Arizona, was created through regulation, 

regulatory opinions, and enforcement actions. 

DO M&A DEALS PAY OFF? 

The growth of market share is the primary motivator for M&A deals. When a healthcare 

organisation has to invest in hospital staff, physician recruitment, medical equipment, 

technological improvements, and facilities to increase care quality and run more effectively, it 

merges. Hospital merger proponents contend that mergers and acquisitions increase treatment 

quality without raising costs and take advantage of economies of scale. However, this is 

probably only going to help big hospitals with lots of patients. They can decrease their 

underutilised capacity by pooling workers and getting rid of redundant services. 
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Small healthcare centres that combine incur post-transaction fees during the first few years. 

According to a Deloitte analysis, these acquired hospitals often face a drop in operational 

revenues, resulting in higher operating margins. The post-transaction goals of the combined 

organisations can be destroyed by cultural differences, communication problems, and 

inadequate training. Transitions in technology, overcrowding of staff, and additional training 

might irritate the staff. 

It's noteworthy, that private organisations typically do better in a competitive market since they 

aim to outperform their rivals by providing superior services. If not, hospital mergers restrict 

competition and reroute services. As seen in the antitrust case of United States of America v 

UnitedHealth Group3, where the acquiring company 4UnitedHealth is feared to have access to 

data on rival health plans from which it could gain a competitive advantage, situations like these 

can occur where parties take unfair advantage of a merger. Additionally, that other insurers 

would be less inventive due to the possibility of United Health misusing the data of its rivals. 

However, businesses might benefit from a merger if their strategic goals, planning, and 

execution are sound. 

MAJOR M&A DEALS IN THE HEALTHCARE SECTOR 

1. Pfizer’s Acquisition of Arena Pharmaceuticals 

With the $6.7 billion deal, Arenas' oral, selective sphingosine 1-phosphate (SIP) receptor 

modulator now belongs to Pfizer. Pfizer created an effective vaccine to fend off the virus in the 

covid 19. Arena, a firm that develops innovative medicines to treat immuno-inflammatory 

diseases, was acquired by the corporation through a legally binding agreement. In addition, 

Pfizer is working on a cure for ulcerative colitis, a chronic inflammatory bowel illness that affects 

                                                             
3 U.S. and Plaintiff States v UnitedHealth Group Inc. & Change Healthcare Inc. [2022] 73 FR 49833 
4 Paige Minemyer, ‘UnitedHealth-Change healthcare deal trial has begun. Here are 3 things to know’ (Fierce 
Healthcare, 1 August 2021) <https://www.fiercehealthcare.com/payers/unitedhealth-change-healthcare-deals-

trial-has-begun-here-are-3-things-know> accessed 29 September 2022 

https://www.fiercehealthcare.com/payers/unitedhealth-change-healthcare-deals-trial-has-begun-here-are-3-things-know
https://www.fiercehealthcare.com/payers/unitedhealth-change-healthcare-deals-trial-has-begun-here-are-3-things-know
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3 million Americans. The candidate's study is currently in its middle stages and is anticipated 

to be finished by the end of the following year.5 

2. Oracle- Cerner Acquisition 

To extend its reach to significant health systems, Oracle, one of the biggest database 

management companies in the world, is purchasing Cerner, the second-largest EHR in the 

nation. Oracle will be able to grow its business globally thanks to the acquisition, which is 

believed to be worth $28 billion. However, because Cerner has the least domain knowledge, it 

is thought that Oracle will significantly rely on them. Additionally, Cerner's new patient 

accounting solution, RevElate, would likely benefit from Oracle's extensive experience in the 

Fintech sector6. The EU has given its permission and all required regulatory approvals for the 

consolidation have been obtained. 

3. The merger of Non-profit Health Systems Beaumont and Spectrum 

Beaumont Health and Spectrum Health, situated in Michigan and formerly known as the BHSH 

System, will now go by the name Corwell Health. In February 2022, the merger was formally 

announced. 22 hospitals, 305 outpatient facilities, and 64,000 personnel make up the combined 

health system. With these two facilities, Michigan people will have more access to more 

inexpensive healthcare coverage, innovative technologies to enhance virtual options, and 

improved health equity.7 With seven board members from the Beaumont Health System and 

seven from the Spectrum Health system, BHSH will be overseen by Tina Freese Decker, CEO of 

Spectrum Health. Members had access to Priority Health, Spectrum Health's health plan, as part 

of the merger agreement. Patients will continue to have access to their name sites for care, 

doctors, providers, and insurance following the merger. 

                                                             
5 Carlo Allegri, ‘Pfizer bets on Arena Pharmaceuticals’ promising bowel disease treatment in $6.7 billion deal’ 
(CNBC, 13 December 2021) <https://www.cnbc.com/2021/12/13/pfizer-to-acquire-arena-pharmaceuticals-in-
6point7-billion-deal-.html> accessed 29 September 2022 
6 John Moore, ‘The repercussions of Oracle’s acquisition of Cerner’ (Health Data Management, 1 August 2021) 

<https://www.healthdatamanagement.com/articles/the-repercussions-of-oracles-acquisition-of-cerner> 
accessed 29 September 2022 
7 Dave Muoio, ‘Beaumont Health, Spectrum Health complete 22-hospital merger to form Michigan’s largest 
health system’ (Fierce Health, 1 February 2022) <https://www.fiercehealthcare.com/hospitals/beaumont-health-

spectrum-health-complete-22-hospital-merger-form-michigans-largest-health> accessed 29 September 2022 

https://www.cnbc.com/2021/12/13/pfizer-to-acquire-arena-pharmaceuticals-in-6point7-billion-deal-.html
https://www.cnbc.com/2021/12/13/pfizer-to-acquire-arena-pharmaceuticals-in-6point7-billion-deal-.html
https://www.healthdatamanagement.com/articles/the-repercussions-of-oracles-acquisition-of-cerner
https://www.fiercehealthcare.com/hospitals/beaumont-health-spectrum-health-complete-22-hospital-merger-form-michigans-largest-health
https://www.fiercehealthcare.com/hospitals/beaumont-health-spectrum-health-complete-22-hospital-merger-form-michigans-largest-health
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4. Microsoft Acquisition of Nuance Communications 

The largest acquisition to date is Microsoft's $19.7 billion deal with Nuance Communications. 

The purchase price includes $3.7 billion for Microsoft's acquisition of Nuance's net debt. Nuance 

is a leader in AI advancements and has experience in many facets of the healthcare industry. 

The agreement would probably make it easier for Microsoft to pitch business customers on its 

upcoming healthcare-specific public cloud services. After discontinuing non-core operations, 

Nuance will now concentrate on conversational, voice recognition, and artificial intelligence (AI) 

capabilities for the healthcare industry. 

Beyond health care, Microsoft may strengthen its position as a rival to voice-activated assistants 

like Apple's Siri and Amazon's Alexa. Microsoft is well-positioned to expand its AI capabilities 

across its extensive portfolio and presence thanks to considerable technological synergies with 

Nuance. Despite the fact that machine learning techniques are now frequently used in voice 

technology, these applications do not become "intelligent." Nobody has yet provided the kind 

of fundamental insight that is necessary for that. 

MAJOR CONSIDERATIONS 

The following factors can be taken into account for better results to ensure that the buyer and 

seller make intelligent choices during pre-merger planning. 

1. Right Integration Strategy- The ideal integration plan is the most important consideration 

when thinking about an acquisition. As a result, it is essential to review the healthcare 

organization's historical performance, including mergers and successes, as well as any 

pending liabilities. 

2. The target healthcare organisation should be provided with a P/E Ratio that is effectively 

structured. 

3. When a company's post-merger share price rises by the amount of potential synergy, a 

merger is beneficial to shareholders. 
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4. Matching Cultural Background - After a merger or acquisition, many consolidations fail 

as a result of cultural disparities. Staff finds it challenging to adapt to an atypical work 

environment and methods. 

5. Excessive weird questions and due diligence are frequently signs of a problematic 

acquisition. This is a supposition, but due to the fact that the entities merging have known 

each other for a long time, more research indicates that they may be able to abuse the 

benefits of the merger post-transaction. 

6. Aligning practise management, EMR, fees, and billing structure with the newly 

combined organisation. 

7. More patients will be attracted after the merger if additional services and better facilities 

are provided. 

8. Finding a long-lasting competitive advantage in the market is necessary. 

9. To improve working capacities, the staff in both the merging entities should receive 

proper orientation and pre-training. 

CONCLUSION 

Even though M&A is a strategic option in today's globe, no research has shown if these 

transactions increase competence or deplete riches. Compared to other industries like IT, 

telecom, and finance, the healthcare industry has witnessed fewer consolidations, but it is 

growing quickly in terms of the capacity of healthcare systems. For most businesses, the benefits 

outweigh the risks. Healthcare-related M&A transactions involve several complicated 

regulatory, governance, financing, taxation, and other concerns that need careful structuring 

and documentation. A merger could fail if the due diligence was insufficient. As you can see, 

the M&A industry is dynamic but dangerous for businesses. As a result, merger and acquisition 

in the healthcare industry is a very challenging process because it involves the union of not only 

several organisations but also various cultures, attitudes, methodologies, etc. Mergers and 

Acquisitions in the healthcare industry are the results of fierce competition and complex 

assessments. 


