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Joining Forces

A look at ASC joint ventures over the years

BY ROBERT KURTZ

SC joint ventures are not a new

concept. What is new is the level
of interest from external parties in ASC
joint ventures, says Gregory DeConci-
liis, CASC, administrator of Boston
Out-Patient Surgical Suites (BOSS) in
‘Waltham, Massachusetts. “There was
a time when ASCs were largely under
the radar,” says DeConciliis, who
serves as president of the Massachu-
setts Association of Ambulatory Sur-
gery Centers (MAASC). “Everybody
now seems to realize how important
we are to healthcare, so they want to
be involved.”

This elevated interest comes at a
good time for ASCs, says Jim Freund,
managing partner of ASCs Inc. in
Madison, Connecticut. “It contin-
ues to be challenging to stand up as
an independent center without the
resources and expertise a partner-
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‘ The companies that can
most effectively support

multispecialty ASCs
and deliver a robust
platform of services
will rise to the top
and acquire smaller
management companies.
This is a current trend
that should continue.”

—Gregory DeConciliis, CASC

Boston Out-Patient
Surgical Suites

ship arrangement can bring. The right
joint venture partner can help an ASC
without taking away physicians’ clin-
ical autonomy, and physician-owners
interested in a strategic partnership
have more meaningful options than
ever before.”

Where We Were

BOSS has been a joint venture part-
ner with physicians, a hospital and a
management company since it opened
in 2004. BOSS’s 20-year history as an
ASC joint venture with a hospital is
atypical, DeConciliis says. “Many hos-

pitals used to view ASCs as somewhat
of an enemy and tried to squash cen-
ters through legislation, payer actions
and other tactics.”

Adelbert “AJ” Mencias, MD, phy-
sician president of South Bend Ortho-
paedics, which owns Allied Physi-
cians Surgery Center in South Bend,
Indiana, recalls a similar experience
working with hospitals. The ASC had
conversations with the two major hos-
pital systems in its community about a
potential equity stake in the ASC, but
neither chose to invest.

“ASC joint ventures were some-
thing hospitals often tiptoed around,”
Mencias says. “Over the years, we
have seen strife develop between our
ASC and the hospital systems because
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of the significant migration of surgery
into our center.”

The reason for hospitals’ hesitation
in entering joint-venture partnerships
is their fear of losing cases and their
lack of ASC expertise, Freund says.
“That has changed as the demand for
high-quality, lower cost surgical set-
tings has evolved.”

Whereas hospitals
lacked interest in ASCs, Freund says
management companies were happy
to partner with physicians. “The value
that ASC management companies
have brought to both new and exist-

might have

ing surgery centers has always been
meaningful.” He points to expertise
and capabilities in areas such as facil-
ity development, staffing, recruitment,
procurement, contracting,
cycle, accounting, finance, informa-

revenue

tion technology, access to capital, clin-
ical and legal expertise, and human
resources to explain how management
companies helped create strong ASCs.

Where We Are

ASCA’s 2023 Salary & Benefits Sur-
vey found that about 42 percent of
ASCs had multiple types of owners.
The most common ASC joint-venture
model was between physicians and
hospitals, followed by ASCs owned
by physicians and corporations, and
finally ASCs owned by physicians,
hospitals and corporations.

Today, the ASC industry is a hotbed
for joint-venture activity, Freund says.
“For physician owners who want to
retain their clinical autonomy and realize
the value that a strategic partner can pro-
vide, there are more options than ever
before. Today, physicians are working
with ASC corporations, hospitals and
private equity-backed platforms led by
ASC experts and management compa-
nies, often in three-way joint ventures,
to provide themselves and their ASCs
with improved value and performance.”

Reprinted with permission from the Ambulatory Surgery Center Association.
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Physician—Hospital Owned 22%

Physician—Corporation
Owned

100% Corporation
Owned 3%

100% Hospital Owned 3

ASC Ownership

Physician—Hospital-Corporation Owned 7%

Based on data provided by ASCA’s Salary & Benefits Survey, 2023

100% Physician Owned 52%

Management companies still have a
lot to offer to physicians, DeConciliis
says. “Running a successful ASC has
become increasingly complex — often
too much for physicians and their staff
to handle. A management company
can take care of some of the ‘dirty
work’ that frees up physicians and staff
to focus more on patient care.”

Developments over the past sev-
eral years have motivated many hos-
pitals and health systems to change
their tune concerning ASC joint ven-
tures, Mencias says. “We are seeing
hospitals struggling because so much
of their outpatient surgical volume has
gone to surgery centers. Hospitals are
interested in joint ventures to try to
help counter that loss, but they can run
into a problem: It is not as easy to get
into ASCs as it once might have been.
Physician groups they would want to
partner with may already own ASCs
and do not necessarily need what a
hospital offers.”

Hospitals are becoming more
aggressive in their pursuit of ASCs,
DeConciliis observes. “Realizing the
ASCs in their market are where phy-
sicians prefer to bring their surgical
cases, there is increased pressure on

hospitals to determine how to affiliate
with centers. We are seeing more hos-
pitals acquiring ASCs outright or tak-
ing on majority and minority stakes.”

Freund says hospitals and man-
agement companies are increasingly
joining together to partner with physi-
cians on ASC joint ventures. “Ideally,
you are marrying up organizations
that bring specific skill sets or values
to a partnership. Understanding all
potential partner options and evaluat-
ing what each prospective partner can
bring to a partnership helps ASC own-
ers determine if a partnership is right
for them and which combination of
partners is best.”

Brian Esser, principal of intelligence
for Sg2 in Chicago, Illinois, says, “We
expect the portion of ASCs either owned
fully by hospitals or in partnership with
physicians—roughly 20 percent of the
total today—to grow as hospitals enter
the ASC space more aggressively. This
reflects the broader shift of services from
the inpatient to outpatient setting, and the
shuffle on the outpatient side between
hospital outpatient department, ASC and
clinic settings.”

Then there is the emergence of pri-
vate equity group involvement in ASC
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joint ventures. In 2023, South Bend

Orthopaedics partnered with a pri-
vate equity-based, orthopedic-focused
management company. This company
acquired an equity share in Allied Phy-
sicians Surgery Center. “We have a
mature surgery center, but we found
we were struggling in areas that could
benefit from this company’s manage-
ment services,” Mencias says. These
areas included the supply chain, payer
negotiations and business manage-
ment. “We are orthopedic surgeons,
and we need to focus on taking care
of patients,” he says. “This partnership
helps us do just that.”

Private equity is increasingly back-
ing ASC management companies and
specialty practices, which often own
ASCs, Freund says. Private equity can
provide capital to grow and improve
existing operations or acquire interests
in other facilities. “The good private
equity platforms help to scale opera-
tions and improve efficiencies, reduce
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costs while focusing on providing
high-quality patient care, and create
strong relationships with physicians
and staff,” Freund says.

Private equity group involvement
in ASCs represents a potential chal-
lenge for hospitals pursuing ownership
in ASCs, Esser says. “Whether hospi-
tals can compete with private equity
in formulating innovative partnership
models with both the ASC and any
ancillary services is the question.”

Where We Are Going
DeConciliis expects management
companies to continue seeking new
joint ventures. He has been contacted
by companies interested in getting
more involved with MAASC to help
them increase their number of affili-
ated ASCs. “These companies see an
opportunity to expand their footprint.”
Competition between management
companies and other entities for ASC
joint ventures is likely to contribute to
further consolidation among manage-

ment companies, DeConciliis predicts.
“The companies that can most effec-
tively support multispecialty ASCs and
deliver a robust platform of services
will rise to the top and acquire smaller
management companies. This is a cur-
rent trend that should continue.”

Mencias anticipates a rise in hospi-
tal involvement in ASC joint ventures,
in part out of necessity. “Hospitals
must figure out how to venture further
into and operate in this primary outpa-
tient world. I believe they will realize
the need to focus on cost containment
and learn that they must joint venture
with multiple surgery centers, either in
partnership with physician groups or
through private equity-backed groups.”

Freund expects private equity group
interest in ASCs to grow as firms
become more comfortable operating in
the surgery center space. Early on, he
says private equity groups investing in
practices did not fully comprehend the
significant value that ASCs and ancillary
services brought to their organizations.
This is no longer the case. “As private
equity becomes more involved in health-
care, they will continue to look to partner
with ASC leaders, management compa-
nies and consulting firms to access the
surgery center expertise needed to sup-
port their investment,” he adds.

Mencias agrees. “ASC joint ven-
tures involving private equity are defi-
nitely going to be a big part of the ASC
industry’s future.”

Essner notes that given private equi-
ty’s need to exit investments within 5-7
years, health systems have the advan-
tage of crafting longer-term ASC part-
nerships with physicians. “However,
hospitals will need to be creative in deal
design at the outset given private equi-
ty’s ability to deploy capital in a more
aggressive manner.”

Reprinted with permission from the Ambulatory Surgery Center Association.



