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Executive summary 

 

Over the past few years, private equity companies with investments in Swedish primary care 

have often been criticized for delivering inferior healthcare quality in order to improve financial 

performance. Following this on-going political debate regarding the suitability of private equity 

ownership in Swedish welfare, this study aims to investigate the relationship between private equity 

ownership, healthcare quality and financial performance. The study contributes valuable insights to 

the debate and related literature by comparing healthcare quality and financial performance for 

three Swedish private equity-owned care givers to the performance of other privately held and 

public primary care units. Insights into private equity ownership in welfare sectors are gained by 

applying the private equity model as a potentially explanatory factor to our findings.  

 The methodology is primarily hypothesis-driven and secondary data on healthcare quality 

scores, financial performance and ownership types is gathered from publicly available databases. 

Furthermore, interviews are conducted to obtain insights into the public debate and potential 

explanations for our results. The research is divided into four main sections. Research part A 

investigates the relationship between ownership type, healthcare quality and potential differences in 

healthcare quality. Research part B analyzes financial performance for three large private equity-

owned care givers relative to a representative peer group and research part C measures financial 

performance for five LBO’s in the Swedish primary care sector relative to a second representative 

peer group. Lastly, research part D consists of interviews and investigates private equity ownership 

in Swedish primary care from three main perspectives: company management, private equity 

professionals and employees. 

 In terms of healthcare quality, private equity-owned care givers have on average 

outperformed public ownership but there are large differences in quality between private equity-

owned care givers. In terms of financial performance, private equity-owned care givers have on 

average achieved higher revenue growth, but inferior results for other key profitability metrics, than 

other private care givers. Again, there are large variations between private equity-owned care 

givers. We conclude that the private equity model possesses valuable knowledge and concepts such 

as standardization, organizational flexibility, incentives and an aggressive growth strategy are key 

in increasing healthcare quality and financial performance. 
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1. Introduction 

 

 This section gives an introduction/background to the thesis and presents the problem 

statements, research questions and limitations. Furthermore, the section contains a definition of key 

concepts (section 1.6) that defines important concepts used in the thesis.  

 

1.1 Preface 

 

On January 1
st
 2010, Sweden’s government passed a law, granting all citizens the right to 

freely select which primary care unit to receive treatment from
1
. The law forced Swedish county 

councils and municipalities to allow all healthcare providers, private and public, that meet certain 

requirements to become certified primary healthcare providers (Swedish Competition Authority, 

2012
2
). The purpose of the law has been to increase patients’ ability to choose which primary care 

unit to receive treatment from, something that previously has been decided by county councils 

based on the geographic location of patients’ residence (Ministry of Health and Social Affairs, 

2008). The law thus constitutes a profound change to the conventional Swedish welfare system, 

which traditionally has been closely monitored and controlled by public authorities. The law was 

also intended to increase competition among private and public health care givers and to increase 

efficiency and healthcare quality in the healthcare system (Swedish Competition Authority, 2012).  

The Swedish public healthcare system is in need of more efficient systems and work 

methods, which is demonstrated by the fact that approximately half of all primary care units 

operated by county councils reported net financial losses in 2011. In some county councils almost 

all primary care units reported financial losses. (Swedish Competition Authority, 2012) Following 

the recent financial crisis, scarce resources, insufficient funding as well as congested public 

hospitals, the law has helped private caregivers to relieve public hospitals from over-population. As 

of 2012, following the implementation of the new legislation, around 200 new private primary care 

units has entered the market and the total number of primary care units has increased by 19% 

compared to the period before the law was implemented (Swedish Competition Authority, 2012). 

The below table shows a detailed outline of the number of primary care units by ownership before 

and after the privatization reform. 

                                                 
1
 The law is in Swedish known as ”vårdvalet”, in English equivalent to “healthcare choice” 

2
 http://www.kkv.se/t/Page____4965.aspx Downloaded: 2012-09-08  

http://www.kkv.se/t/Page____4965.aspx
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Ownership 

# Health centers 

before 

privatization 

reform 

# Health centers 

after privatization 

reform 

# Listed patients 

2011 

Average # listed 

patients per 

health centre 2011 

Public 735 727 6 399 054 8 802 

Private 288 486 2 251 152 4 632 

Aleris AB n/a 19* n/a n/a 

Capio AB 22 30 272 048 9 068 

Carema Sjukvård AB 31 33 339 376 10 284 

Praktikertjänst AB 49 80 626 670 7 833 

Other private n/a 324 n/a n/a 

Total 1 023 1 213 8 650 206 7 131 

 

Table 1. Number of health centers by ownership type and average number of listed patients per 

health center
3
 

 

According to recent findings, the law has helped to increase efficiency and potentially also 

primary healthcare quality (Swedish Association of Local Authorities and Regions [SALAR], 

2005). The Swedish Competition Authority (2012), argues that a sign that primary healthcare 

quality has increased is that patient perceived quality (PREM) (see definition of key concepts in 

section 1.6) is higher for regions with higher number of entries of new care givers. In fact, even 

though most new entries have been made by private care givers, the perception of public primary 

care has increased following the law, indicating increased quality competition among care givers 

(Swedish Competition Authority, 2012). However, public opinion toward the law and the on-going 

privatization of Swedish healthcare (there is currently on-going privatization of special treatment in 

addition to primary care
4
) is mixed and there have been lively and ideologically charged debates 

taking place regarding whether privatization of Swedish welfare is the right way to go. In 2011, the 

debate was boosted by scandals surrounding inferior elderly care quality (in Carema Care
5
 among 

others) due to supposedly unreasonable cost savings and operational improvements put in place by 

private-equity owners (Association of Private Care Providers, 2012). Criticism was also aimed 

toward tax-planning strategies put in place by private health care providers, often ones owned by 

large private equity companies (Swedish Tax Authority, 2012). Private equity companies were 

                                                 
3
Source: Swedish Competition Authority, 2011 *Source: www.aleris.se (downloaded: 2012-10-28) 

4
http://www.vardforetagarna.se/press_1/pressmeddelanden_4/konkurrensverkets-rapport-visar-att-tiden-ar-mogen-for-

valfrihet-i-specialistvarden Dowloaded: 2012-09-08 
5
 http://www.svd.se/naringsliv/carema-tung-last-for-riskkapitalet_6959961.svd  

http://www.aleris.se/
http://www.vardforetagarna.se/press_1/pressmeddelanden_4/konkurrensverkets-rapport-visar-att-tiden-ar-mogen-for-valfrihet-i-specialistvarden
http://www.vardforetagarna.se/press_1/pressmeddelanden_4/konkurrensverkets-rapport-visar-att-tiden-ar-mogen-for-valfrihet-i-specialistvarden
http://www.svd.se/naringsliv/carema-tung-last-for-riskkapitalet_6959961.svd
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accused of providing inferior healthcare quality and avoiding paying taxes by employing advanced 

tax-planning strategies (accusations include the use of internal loans with high interest rates in order 

to reduce reported earnings as well as the distribution of profits into “tax paradises” such as Jersey, 

Guernsey etc.).  

The criticism have created a substantial political risk in Swedish healthcare, which may 

potentially affect future prospects of private equity companies and their willingness to invest in the 

Swedish health care industry. The scandals shifted the public debate’s main focus from the tradeoff 

between private and public ownership to the suitability of private equity companies as owners of 

welfare services providers. Opponents argue that  private equity companies prey on the Swedish 

welfare state by taking advantage of the taxpayers’ money while not giving anything back. Intense 

media coverage, public scrutiny and political agendas are all factors, which have significantly 

increased the political risk in entering the Swedish healthcare market as a private care provider and 

private equity investor. As a result, private equity companies may find it less attractive to acquire 

primary care providers, potentially leading to significant exit problems for private equity companies 

with existing investments in the Swedish primary care sector. In, turn this could lead to quality 

competition and potentially reduced healthcare quality. It is thus of great importance to investigate 

the relationship between private equity ownership, healthcare quality and financial performance in 

order to determine whether the criticism is justified or not.  

 

1.2 Problem statement 

 

In order to contribute to the on-going public debate as well as knowledge about private 

equity ownership in Swedish primary care, we see the need to research the impact that the private 

equity model has on primary care quality and financial performance. More specifically, our 

ambition is to provide an objective evaluation of healthcare quality and financial performance 

achieved by private equity companies compared to other ownership types. The study thus has a 

clear focus on value creating strategies employed by private equity companies and the impact these 

have on primary care quality and financial value creation. Subsequently, our study will evaluate the 

suitability of the private equity model in the Swedish primary healthcare industry and which impact 

it may have. The study will contribute to existing literature within the following topics: value 

creation in private equity, management of welfare services providers, healthcare quality 

measurement, political risk management as well as financial performance in welfare sectors.  
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To our knowledge there is currently no existing research that thoroughly investigates the 

implications private equity ownership has had in the Swedish primary care sector nor the 

implications for future work and improvements in financial performance and long-term healthcare 

quality. Related research exists (Bergendorf and Gremillet), but this has mainly focused on 

assessing the differences between public and private ownership and not on explaining the 

differences between private equity companies by focusing on the characteristics of private equity 

ownership and the private equity model in particular. The main focus will be on Sweden’s three 

largest private equity-owned care providers: Aleris AB, Capio AB and Carema Sjukvård as these 

three players together represented the vast majority of total revenue generated by private equity 

healthcare providers in 2011 (Swedish Competition Authority, 2012). Furthermore, Praktikertjänst 

AB will be used as benchmark for private ownership in terms of healthcare quality and financial 

performance. Representative peer groups of privately held primary care providers will be used as 

proxy in research part B and C. Lastly, publicly owned primary care units will be used as proxy for 

healthcare quality but not financial performance due to the fact that public companies generally 

should not have any interest in maximizing financial profit. 

 

1.3 Research questions 

 

In order to contribute meaningful insights to the public debate and related literature, the 

study aims to investigate and answer the following research questions:  

 

 Research question 1: Do private equity-owned primary care units provide inferior 

healthcare quality as compared to other ownership types, both private and public? 

 

 Research question 2: Do healthcare quality differ between private equity companies? 

 

 Research question 3: Do private equity-owned care givers create superior financial value in 

the Swedish primary healthcare sector compared to other private ownership types?  

 

 Research question 4: Do different private equity-owned care givers achieve different levels 

of financial performance? 

 

 Research question 5: How do private equity companies work to create financial value in 

their investments, i.e. which value creating mechanisms are usually deployed? Do the 

methods vary between private equity companies? 
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1.4 Limitations 

 

To enable meaningful and thorough contribution to related literature and research, we have 

made certain limitations to the scope of our study. First, focus is on the Swedish primary healthcare 

sector and thus only on Swedish primary care units. Secondly, we focus on primary care and thus 

not on specialist treatments, elderly care, disabled care etc. The scandals mentioned above primarily 

concerned elderly care, but the subsequent public debate has had implications for all private welfare 

services providers. Thirdly, in relation to financial value creation by private equity companies, our 

study focuses on whether and how superior financial value has been created and not on how 

potential profits are spent afterwards. As mentioned above, there is an on-going debate on the 

capability of private equity funds to deploy tax-planning strategies and move profits to so-called tax 

paradises in order to avoid Swedish taxes. Even though this is an interesting and politically relevant 

topic, it is outside the scope of this report.  

 

1.5 Outline 

 

The report is divided into four main sections: Hypothesis and research method, Literature 

review, Data and empirical findings and Analysis and discussion. First, we present the research 

structure and the hypotheses we have defined in order to help answer the research questions. 

Second, we present an overview of existing related literature and research for three main areas: 

private equity, privatization and healthcare quality. This chapter provides a solid foundation of 

previous findings that are relevant to our results. Third, we provide a detailed presentation of our 

empirical findings, which data sources we have used and how we analyzed the data. Fourth, the 

analysis and discussion section presents our analysis and an in-depth discussion regarding the 

impact that the private equity model has had on financial performance and healthcare quality. Note: 

since the study has been relatively heavy on data and analysis, we have included tables and results 

in appendices 1-17. It is recommended that the reader consults these appendices continuously in 

order to gain full understanding of the analysis and results. 
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1.6 Definition of key concepts 

 

 Care giver: Public (governmental, regional or municipal) or private company/institution that 

provides in healthcare services. 

 

 Hard healthcare quality parameters: Medical measures of healthcare quality and its long 

term impact on patients’ medical condition (for example the share of follow-up infections, 

mortality rate etc.) 

 

 LBO: Leveraged Buy-Out, i.e. the process of buying a company using a significant amount of 

debt.  

 

 NPE: A national patient survey that measures and compares patient evaluations for Swedish 

primary care for eight quality indicators (PREM). 

 

 Patient-perceived quality: Measures of healthcare quality that are dependent on patient 

evaluations and subjective opinions (PREM and PROM). 

 

 Political risk: The risk that investment returns could be reduced due to political changes and 

instability.  

 

 PREM: Patient Recorded Experience Measures, i.e. patients’ experiences of healthcare quality 

mainly in terms of services such as waiting time, personal treatment, information etc. 

 

 Primary care unit: Public (governmental, regional or municipal) or private 

company/institution that provides care and serves as a patient’s first contact with the healthcare 

system before referrals elsewhere. 

 

 Private equity company: Company acting as manager of invested funds to be used for buying, 

rationalizing and selling companies in order to increase investment returns. 

 

 Private equity model: Business model commonly used by private equity companies to create 

financial value (in this report focus is on operational engineering, strategic engineering, 

corporate governance engineering and financial engineering).  

 

 PROM: Patient Recorded Outcome Measures, i.e. patient’s experiences of healthcare quality 

mainly in terms of medical outcome and long term healthcare impact (how did the healthcare 
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service impact the patient’s general medical state in terms of follow-up diseases, potential 

infections etc.).  

 

 Respondent: Interviewee, i.e. a person being interviewed. 

 

 SALAR: Swedish organization that represents the governmental, professional and employer 

related interest of Sweden’s municipalities, county councils and regions (www.skl.se). 

 Soft healthcare quality parameters: Patient-perceived quality, i.e. measures of healthcare 

quality that are dependent on patient evaluations and subjective opinions (PREM and PROM). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.skl.se/
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2. Hypotheses and research method 

 

 This chapter outlines and presents the hypotheses we have tested in order to answer our 

research questions as well as the research methodology used to structure the research. 

 

2.1 Hypotheses 

 

 In order to apply a structured approach to our research and the testing of our research 

questions, we have defined a number of hypotheses, which we have tested by gathering appropriate 

data. The hypotheses are designed to test research questions 1-4 (see above) by gathering data on 

healthcare quality and financial performance for primary care units of different ownership types. 

Whereas hypotheses are useful in testing the first four research questions, hypotheses are not 

designed for research questions 5 due to the qualitative nature of that question. Instead, this 

question is answered by in-depth interviews (the result from these are outlined in section 4.4). 

 

 Hypothesis 1: In terms of healthcare quality, private equity-owned primary care units have 

achieved inferior results compared to primary care units owned by other ownership types 

[Research question 1] 

 

 Hypothesis 2: In terms of healthcare quality, there is a statistically significant difference 

between private equity-owned primary care providers [Research question 2] 

 

 Hypothesis 3: In terms of financial performance, private equity companies have achieved 

superior results compared to other owners [Research question 3] 

 

 Hypothesis 4: In terms of financial performance, there is a statistically significant 

difference between private equity companies [Research question 3]  

 Hypothesis 5: In terms of financial performance for LBO’s post buyout, private equity 

companies have achieved superior results compared to other owners over the same period 

[Research question 4] 

 

 Hypothesis 6: In terms of financial performance, there are differences between private 

equity LBO’s [Research question 4]  
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2.2 Research method 

 

 To test the above stated hypotheses and answer our research questions, the thesis employs a 

deductive research approach, which means that we base our analysis on previous literature, findings 

and insights that subsequently provide a foundation for our analysis and discussion (Yin, 2009). 

The advantage of a deductive approach is that it enables a focused and hypothesis-driven research 

design and thus makes it easier to gather and interpret data (Yin, 2009). We are confident that this 

approach has enabled us to shed lights on interesting and relevant topics while also limiting the 

scope of the report. The analysis and research structure can be divided into four main research 

sections where each section is designed to test a respective hypothesis and to answer corresponding 

research question. These four sections are:  

 

A) Research part A: Investigate potential differences in primary healthcare quality for 

different ownership types [Section 4.1] 

- This is done by gathering healthcare quality data for primary care units owned by 

different ownership types. 

 

B) Research part B: Investigate potential differences in financial performance for 

different ownership types [Section 4.2] 

- This is done by gathering financial performance data for private equity-owned care 

givers as well as a representative peer group of privately owned primary care units. 

 

C) Research part C: Investigate potential differences in financial performance pre/post 

buyout for a selected sample of private equity LBO’s [Section 4.3] 

a. This is done by gathering financial performance data for a representative sample of 

buyouts in Swedish primary care made by private equity companies as well as an 

applicable peer group over the same time period. 

 

D) Research part D: Investigate how private equity companies create financial value and 

what potential impact the private equity model has had on healthcare quality and the 

Swedish primary care sector as a whole [Section 4.3] 

a. By conducting interviews with company management, employees and private equity 

professionals 

b. By applying existing theories and findings on value creating strategies used by 

private equity companies as potentially explanatory factors to our empirical results 
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3. Literature review 

  

This section presents the literature from our literature research and is divided into three main 

sectors: Private Equity (3.1), Privatization (3.2) and Healthcare quality (3.3). Section 3.1 presents 

private equity as investment form and common value creation strategies used by private equity 

companies to create financial value. Section 3.2 presents the general findings about privatization 

and what effect privatization has had on other traditionally governmental-owned industries. Finally, 

section 3.3 presents what healthcare quality is, how it is measures and how Swedish primary care 

givers work to follow up on their results. Furthermore, this section briefly outlines the general 

guidelines that Swedish primary care units must adhere to in order to be recognized as a certified 

care giver.  

 

3.1 Private Equity 

  

As opposed to conventional ways of financing a business by using the stock exchange, bank 

loans or other specialized products, capital in private equity is raised privately (Demaria, 2010; 

Loos, 2006). The private equity asset class is included in the ‘alternative investment segment’ 

alongside hedge funds, real estate funds, commodity funds and other alternative investment funds 

(Hull, 2009; Demaria, 2010). As part of the alternative investment asset segment, a PE investment 

is a negotiated investment in equity or so-called quasi-equity with fixed maximum investment 

horizon and specific risks. Hence, it offers investors the opportunity to finance the development of 

private companies and benefit from their potential success (Demaria, 2010). See figure 1 below for 

a classification of the private equity asset class compared to other financing alternatives. 

 

 

 

 

 

 

 

Figure 1. Private Equity defined in the different categorizations of financial asset classes (Demaria, 

2010; Loos, 2006)  
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Since companies in different stages of the life cycle require funding with altering 

characteristics, the private equity asset class itself is divided into sub categories depending on 

portfolio company maturity (Loos, 2006; Hull, 2009). Besides buyout (LBO), which is often used 

synonymous with private equity, a broader perspective of the asset class is to include venture capital 

and mezzanine capital (Loos, 2006). Figure 2 below provides an illustration of the different types of 

capital available depending on the maturity of the company. 

 

 

 

 

 

 

Figure 2. Time horizon for a PE fund with stages for subcategories (Loos, 2006) 

 

The first two parts of figure 2, seed and start-up capital, is included in venture capital, which 

by some is referred to as the money of invention and is usually associated with investments in new, 

growing companies with superior growth potential (Philippou & Zollo, 2005; Black & Gilson, 

1998; Gompers & Lerner 1999; Kortum & Lerner, 2000). Managers of venture capital funds play a 

vital role in increasing the value of portfolio companies, as they often not only contribute financial 

support but also provide administrative, marketing, and strategic advice as well as a network of 

potential investors and other key contacts that are crucial for expansive entrepreneurial businesses 

(Cummings, 2010). Secondly, expansion and replacement capital is primarily available to larger 

high-growth second-stage companies with the need to finance new investments through additional 

capital injections (Hull, 2009). Lastly, leveraged buy-outs (LBOs) refer to investments 

in/acquisitions of mature firms that are perceived to be undervalued (Hull, 2009). LBOs can be 

defined as a transaction in which a group of private investors purchases a controlling equity stake in 

a public or non-public corporation or corporate division using significant debt financing, which is 

raised by borrowing against the assets and/or cash flows of the target firm (Demaria, 2010). The 

majority of investments made in the private equity industry, both in the US and Europe, are 

represented by LBOs (Demaria, 2010; EVCA, 2009). 
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3.1.1 Historical performance of private equity funds 

 

One of the main difficulties in assessing the interest that investors have in investing in 

private equity is to evaluate the performance of private equity funds compared to other asset types. 

There has since long been an on-going debate whether private equity companies have outperformed 

the market and other alternative investments and findings as well as opinions are mixed. A key 

underlying reason for this debate has been the difficulty in finding valid, reliable and consistent data 

on relative performance of private equity funds (Brown & Morrow, 2001). As regulators have 

exempted private equity funds from disclosure rules and guidelines, it is difficult to analyze and 

compare private equity portfolio companies and fund performance against other investment 

alternatives (Brown & Morrow, 2001). Moreover, measuring and comparing relative portfolio 

performance of private equity companies is problematical due to the fact that performance can be 

measured either between funds or portfolio companies. Furthermore, there are many metrics to 

compare financial performance.  

As mentioned above, the view on the relative performance of private equity companies is 

mixed as findings from conducted studies are inconclusive. Two studies in favor of positive private 

equity performance is Ernst & Young (2008) and Xu (2004). By comparing 100 global exits, Ernst 

& Young (2008) concluded that private equity companies outperformed public companies in terms 

of EBITDA margin, growth in economic value (EV) as well as valuation multiples. Furthermore, 

Xu (2004) compared performance of 250 US private equity funds between 1986 and 2001 and 

found that the private equity companies outperformed the returns of the S&P 500, the Dow Jones 

Industrial Average and the Nasdaq Composite Index in terms of average quarterly returns. 

However, there are also studies showing that private equity companies have not achieved 

superior returns compared to publicly traded companies. Vinten (2008) found that private equity 

returns on average were 2-8% lower than for publicly traded companies for a 3-year horizon post 

buy-out. This study was based on 73 Danish LBO between 1991 and 2004. Moreover, private 

equity is generally a more risky investment form than the stock market and since many studies do 

not account for risk adjusted returns, results may be biased. This issue was investigated by The 

Boston Consulting Group (BCG, 2008) by comparing risk adjusted performance for 66 public 

companies between 2002 and 2006. The study found that when compensating for higher risk, 

private equity companies achieved a performance similar to that of publicly traded companies. This 

finding is also supported by a study by Kaplan and Schoar (2005), who concluded that private 

equity performance is at par with publicly traded companies in the S&P 500.  
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Another interesting finding of the BCG study mentioned above is that that returns for 

publicly traded companies over time tend to regress toward the mean, i.e. the returns for 

underperforming and over performing companies become more alike over time. According to The 

Boston Consulting Group (2008), top-performing companies at beginning of the period achieved 

only average returns following a four-year horizon. Conversely, the same relationship is not true for 

private equity companies, as a few private equity companies consistently outperformed both other 

private equity companies as well as the stock market. This finding is in line with Thomsen (2008), 

who argues that relative financial performance is dependent on fund size and experience, which 

may mean that there are significant economies of scale for private equity companies. 

 

3.1.2 Structure and funding of private equity investments 

 

Following investments and capital injections into the private equity fund, private equity 

companies become a financial vehicle for the business and a link between a limited group of 

investors and the portfolio companies (Brealey et al, 2008). The investors are usually highly 

sophisticated institutions, companies or individuals and potential investors are pension funds, 

banks, insurance companies or wealthy individuals with long-term investment horizons (EVCA, 

2009). Private equity funds  are advised by a fund management (private equity) company, which is 

comprised of the professionals in charge of analyses and investment recommendations. Fund 

managers are given mandates to invest raised capital and work actively with portfolio companies by 

exercising voting rights, joining the board as well as making changes to strategic, operational or 

corporate governance systems (Demaria, 2010; EVCA, Feb 2009).  

Most PE funds have a limited contractual lifespan after which investors may reclaim their 

funds plus/minus potential profits/losses (Mayer & Mathonet, 2005). The investment horizon is 

traditionally ten years with optional extension of two-three years. This horizon is then divided into 

an investment period of approx. five years and a divestment period of 5 years (Demaria, 2010). 

Worth mentioning, however, is that the holding period for private equity funds varies between 

industries and portfolio company size as well as over time. During the early 1990’s, holding periods 

were often less than five years but have now increased (EVCA, 2009).  

Besides being in charge of analyses and investment recommendations, fund managers are 

also responsible for communication between the fund and investors (Demaria, 2010). The 

separation between investors and management of portfolio companies provides a distinctive 
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separation of ownership and control with implied agency problems. It is therefore extremely 

important that the partnership agreement between investors and the private equity company 

provides well-defined corporate governance mechanisms (Demaria, 2010). To align interests 

between parties and minimize potential incentive mismatches, private equity companies generally 

contribute one percent of the capital raised whereas and external investors contribute the remaining 

99 percent (Brealey et al 2008).  

In terms of compensation and incentives, fund managers typically receive a fixed yearly 

management fee to compensate for advice, analysis, fund management and reporting. The fee is 

usually around 1,5-2,5 % of fund size during the investment period and traditionally based on net 

portfolio value once the investment period has ended  (Brealey et al, 2008; Demaria, 2010). 

Moreover, fund managers receive additional fees such as initial set-up costs, fund administration 

fees and operational costs. To further align interests between parties, fund managers are also 

entitled to carried interest of approximately 20 % of potential profits (Demaria, 2010; Brealey et al, 

2008; Bennedsen et al, 2008). Carried interest is performance dependent over the fund’s lifetime, 

which implies significant risk for private equity companies as well as investors since future cash 

flows are unpredictable (Fraser-Sampson, 2007). It is however business practice for investors to 

receive a preferred hurdle rate return, which normally varies between five and fifteen percent to 

compensate for the risk taken on by investors (Demaria, 2010). Alignment of interests and high-

powered incentives imply strong motives to increase portfolio company value through active 

ownership.  

In order for private equity companies to utilize their core expertise as active owners they 

look at certain firm- and industry characteristics when evaluating attractiveness of a potential 

acquisition. According to Bennedsen et. al. (2008), private equity funds often invest in companies 

that have one or more of the following characteristics:  

 

 High gearing opportunity 

 Steady cash flow 

 Divestment opportunities 

 Room for operational improvement  

 Strategic opportunities  

 Well-reputed and/or experienced top-management  

 Low valuation 
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3.1.3 Value creating strategies deployed by private equity companies 

 

Jensen (1989) declared that the publicly listed ownership model had played out its role once 

private equity companies started to emerge in the 1980s. Jensen (1989) argued that there are 

numerous advantages imbedded in the private equity ownership model, for example an incentivized 

management and superior operational capabilities. According to Jensen (1989), these are some of 

the key success factors, which ultimately makes the private equity business model the principal way 

of structuring, organizing and leading businesses. Due to similar characteristics Jensen (1989:1) 

compared private equity ownership to the diversified conglomerates and Japanese groups of firms 

known as Keretsu.  

 On a general level, value creation in portfolio companies is achieved through a complex 

interaction of various value creating mechanisms. These mechanisms are actualized during different 

phases - from investment process, holding period to exit – and the ways in which they create value 

separates them. The difference is based on whether value creation occurs as a result of the 

interaction between the private equity company and the portfolio firm or outside of the interaction. 

What motivates this categorization is the desire to capture the actual tools that can be directly linked 

to the distinctive knowledge that private equity companies possess (Berg & Gottschalg, 2003). 

However, the strategies under which these various tools are used as means to an end are not 

considered universal. Venture capital investments differ significantly from LBOs in terms of 

industry, region, size and purpose with the acquisition (EVCA, Feb 2009). Even though private 

equity companies can create value by optimizing a range of different management, governance and 

organizational capabilities and value drivers, previous literature suggests that value-adding 

activities used can be divided into four main categories: financial engineering, corporate 

governance, strategic engineering and operational engineering (Kaplan & Strömberg, 2009). There 

is also a distinction between direct and indirect factors with regards to value creation (Loos, 2006). 

Direct factors have a direct impact on operational efficiency or optimal use of company assets. A 

common denominator for these value-adding processes is that they reflect a visible improvement in 

the company’s financial performance such as free cash flow generation through increased revenues, 

reduced costs, or more efficient capital planning (Loos, 2006; Kitching, 1989). Secondly, indirect 

factors are non-operational in nature but still contribute value. These factors cannot be quantified in 

the same way as direct factors but still play an important role in the overall process of value creation 

(Loos, 2006). These indirect factors can be seen as enhancing complements to the positive effects of 
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the direct processes. Examples of indirect factors are organizational change and corporate 

governance systems. 

 

3.1.3.1 Corporate governance engineering 

 

Private equity ownership has significant impact on the governance structure of the acquired 

company as the private equity company controls a large part of the equity and can exert close 

control of the company’s management (Smith, 1990). Since private equity managers are mandated 

to invest the raised fund and manage the portfolio companies on behalf of investors agency 

problems may arise. Agency problems arise when a principal, who carries the financial 

responsibility, delegates decision-making mandate over her wealth to an agent (Thomsen, 2008). 

Agency theory argues that there is an inherent conflict within the cooperation, arising from 

divergent goals of the company’s owners and the professional managers (Berle & Means, 2002; 

Meckling & Jensen, 1976; Fama 1980; Fama & Jensen, 1983; Jensen, 1986). The theory of agency 

relationships is thus concerned with the contractual problems that occur when “one person 

(principal(s)) engages another person (the agent) to perform some service on their behalf, which 

involves delegating some decision making authority to the agent” (Meckling & Jensen, 1976). 

Following the assumption that individuals are opportunistic, there is a significant risk that the 

principal’s interests are damaged by opportunistic behavior by the agent. Agency are dependent on 

three main criteria: asymmetric information , an available surplus and a conflict of interests 

(Hendrikse, 2003). Asymmetric information is usually divided into two main categories: hidden 

characteristics, which may lead to adverse selection, and hidden action, which may lead to moral 

hazard (Hendrikse, 2003).  

It is in every owner’s interest to limit these types of behavior to ensure certain investment 

returns and control. To limit the potential impact that agency problems have it is important for the 

principal to manage the agent’s actions and incentives. This management may be done by for 

example improved monitoring, internal reporting as well as performance indicators and incentive 

alignment (Fama, 1980; Demsetz, 1983; Jensen, 1988). Moreover, factors such as reputation, 

creditors, auditors, company law, threat of takeover, labor market competition etc. may reduce 

agency problems. However, many of the mechanisms available are costly and the residual loss from 

divergent behavior by the agent is referred to as agency costs (Hendrikse, 2003; Meckling & 

Jensen, 1976).  From a corporate governance point of view, the managers of private equity funds 

can be seen as hybrids between managers (agents), and owners (principals) (Demaria, 2010). 
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3.1.3.1.1 Incentives 

 

Company management through incentives is one of the most used tools for value creation in 

private equity (Wright et. al, 2004; Bull, 1990; Berg & Gottschalg, 2003; Jensen, 1989:1). During 

the initial stages of an acquisition private equity companies quickly implement powerful incentives 

for portfolio company management (Bennedsen et al, 2008). The gain from incentives is twofold: 

first, it reduces agency costs of misalignment in interests between private equity fund managers and 

portfolio company management. Second, incentives help to motivate company management to 

make decisions that maximize company value (Berg & Gottschalg, 2003; Palepu, 1990; Jensen, 

1986). Private equity fund managers often put joint shareholding as a condition for portfolio 

company management, supporting the importance of joint ownership as a value creation mechanism 

(Muscarella & Vetsuypens, 1990; Oesterle, 2008; Salter, 2008). Nikoskelainen and Wright (2007) 

argue that management ownership works as a self-investigating instrument as it provides strong 

incentives to act in the interest of owners. This enables management to review its own decisions 

from an ownership perspective, which the Nikoskelainen and Wright (2007) believe leads to a more 

critical assessment of decisions and actions. Management ownership is further motivated by the fact 

that the holdings are illiquid assets until the company is divested, i.e. management cannot sell 

shares since private equity by definition is private and not traded on the public stock market. Kaplan 

and Strömberg (2009) suggest that this illiquidity reduces management’s potential incentives to 

focus on short-term development at the expense of long-term growth. Palepu (1990) also argues that 

strong incentives reduce potential short-term steering at the cost of long-term value creation.  

Fama and Jensen (1985) are more critical towards incentives as they point at the potential 

problem of risk aversion when aligning management’s own economic benefit too strictly to the 

company. As management decisions affect their private wealth, risk aversion may arise. The authors 

therefore believe that a carefully structured incentive program is essential to avoid risk-averse 

decision makers who refrain from potential value adding investments and decisions. 

Equity stakes given to company management is often given as stock options, which gives 

the managers the option, to buy company stocks in the future. Stock options become worthless if 

company value does not increase, giving management the incentives to increase the value of the 

company. In this way incentives leads to alignment of interests between management and 

shareholders (Gregory, 2002). One drawback of stock options is however that management gains if 

the company performs well but lose nothing if the performance is inferior to expectations. However, 
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this problem is often avoided in private equity companies by to requiring portfolio company 

management to personally invest a sizeable amount in the company (Jensen, Kaplan et. al., 2006). 

 

3.1.3.1.2 Board monitoring 

 

In addition to incentives, agency problems in private equity are reduced by active board 

monitoring. Typically, the role of the board of directors is to control the management team and 

ensure efficient corporate governance (Thomsen, 2008). As a result of limited ability for owners to 

monitor company management, the board has a vital control function to ensure that management 

acts in the interest of the owners (Baysinger & Butler, 1985). According to the resource based view, 

the board’s mission could also be to provide resources to the company. How valuable a board is to 

the company can be measured in the boards so-called Board Capital. Board Capital is an attempt to 

quantify the resources that the board contribute and is divided into both human capital and 

relationship capital. Human capital investigates the board’s ability to contribute expertise and 

experience while relationship capital deals with networks and links to important external resources 

(Hillman & Dalziel, 2003).  

Board composition and meeting frequency may vary significantly across industries, 

companies or regions. However, the most common approach is that the board consists of 

approximately nine to twelve members who meet approximately seven times per year (Monks & 

Minow, 2011). However, boards in private equity portfolio companies are generally more active in 

the development and implementation of overall strategies (Colvin & Charan, 2006). They also exert 

a tighter control of management by more frequently taking part of reports and often have daily 

contact with company management (Salter, 2006; Cornelli & Karakas, 2008). Furthermore, private 

equity companies typically reduce the number of board members to increase efficiency (Rogers et 

al, 2002). The board thus often consists of small workgroups where several members are directly 

appointed by the private equity company. Also, some old board members are replaced to provide 

external perspectives and experiences. Board members that are added often possess industry-

specific expertise and knowledge and are not seldom linked to the private equity company in the 

form of being a creditor, fund investor or manager of divested portfolio company or similar (Salter 

2008; Kaplan & Strömberg, 2009).  

Boards of private equity portfolio companies tend to put less focus on control and 

monitoring and more on advising and coaching (Thomson, 2008). Due to a shared  ownership setup 

and more frequent board meetings following a fixed investment horizon, there is often a reduced 
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need of monitoring in private equity boards Thomsen (2008) derives. These factors increase 

efficiency and reduces information asymmetry and thus agency problems. However, to further 

reduce agency problems, private equity companies work with detailed reporting systems and key 

performance indicators (Thomsen, 2008). These factors enable the principal to control the agent’s 

work.  

 

3.1.3.2 Strategic engineering 

 

As a result of high pressure to generating income and cash flow to serve debt, private equity 

firms tend to make modifications to portfolio company strategy as private equity companies work to 

restructure and concentrate exclusively on value creating elements of the company (Jensen 1989:2; 

Kaplan et al, 2006). For example, private equity companies may sell assets, non-profitable business 

units and/or change the product mix to meet new or changed customer demand. Private equity firms 

are also known for their tendency to implement ambitious business plans and raising the standards 

of management performance (Baker & Montgomery, 1994; Butler, 2001). Strategic engineering is 

thus not only related to gaining from selling assets through divestments, but rather to implement 

efficient systems and concepts to enable profitable growth. Besides advising on product mix, 

potential investments and other strategic issues, private equity firms also provide portfolio 

companies with increased access to capital, thereby enabling add-on acquisitions with a strategic fit, 

which facilitates growth (DVCA, 2008). This is supported by Brealey et al (2008), who argue that 

private equity companies often acquire portfolio companies that inhibit superior potential for 

additional add-on investments in order to gain market share.  

 

3.1.3.3 Operational engineering 

 

Operational engineering is often used by private equity firms to increase the value of 

portfolio companies and is by some research regarded as the primary source of value creation in 

LBOs (Jensen 1989:2; Jensen, Kaplan et al, 2006). According to Kaplan (1989), improvements in 

operational performance often follow LBOs, even after adjusting for industry-wide changes. 

Furthermore, Smith (1990) provides evidence for correlated improvement in operating cash flows 

and buyout-induced changes in debt ratio and ownership structure. This is also coherent with 

Jensen’s (1989:2) view that operational and organizational improvements play an important role in 

efficiency gain and overall value creation. This view is closely related to increased management 
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ownership and high financial leverage associated with private equity, which provides strong 

incentives for managers to generate high cash flows through better operating performance (Palepu, 

1990). Private equity companies often implement operational changes early following 

acquisition/investment to enable the management of portfolio companies to focus on more 

important projects that create long-term financial value (McKinsey & Company, 2004). Operational 

engineering is also closely related to the active ownership role that private equity companies 

represent and usually includes factors such as cost-cutting improvements, productivity 

improvements, organizational changes and improvements, working capital reductions etc. (Gadiesh 

and MacArthur, 2008).  

One major area of cost reductions relates to reductions in overhead costs. According to 

Singh (1990), portfolio companies generally have higher accumulated levels of slack than non-

buyout firms, and private equity companies put significant effort into making companies more 

efficient through improved control systems and better coordination, communication and decision 

making. Moreover, new operational processes implemented at private equity-owned companies are 

often characterizes by less bureaucracy (Easterwood, Seth et. al., 1989).  

Regarding operational engineering and the impact on employment and wage levels post buy-

out, empirical evidence is inconclusive. Some studies support the statement that employment 

growth is weaker in portfolio companies than for comparable firms of other ownership (Kaplan, 

1989; Lichtenberg & Siegel, 1990; Arness & Wright, 2007). Critics also claim that private equity 

ownership leads to employee and wage cuts in order to generate high levels of return on their 

investments (FSA, 2008). Other studies have found that LBOs have positive effects on employment 

and wages. For example, Boucly et. al. (2011) studied LBOs in France and found that access to 

capital post-buyout stimulated increases in employment.  

 

3.1.3.4 Financial engineering 

 

The significant amount of debt used by private equity firms contributes to value creation 

itself as it limits managerial discretion over corporate expenditures. Baker and Montgomery (1994) 

argue that private equity companies are in no need of complex control and monitoring at the 

corporate level thanks to the sophisticated financial structure of usual LBO transaction since the 

high debt forces the company to make serve large interest obligations to creditors. This is also 

supported by Jensen (1986), who argues that interest payments serve as a controlling function. The 

conclusion is based on the assumption that management focuses on generating positive cash flows 
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in order to ensure that they pay interest on their debt obligations. Thus, financial gearing takes over 

some of the control that otherwise board and/or owners would have to carry out, which leads to 

reduced agency costs. Baker & Montgomery (1994) explain this aspect of financial engineering 

within the private equity industry as an outsourced control system, which private equity companies 

design at the time of acquisition to facilitate control over company management. Increased risk of 

financial distress also brings a motivational effect on company management to strive for 

profitability to be able to secure their debt payment capability (Jensen, 1986). 

As early as in 1963, Miller and Modigliani highlighted the relative advantages of debt over 

equity due to tax deductibility of interest rates, resulting in a reduced after-tax Weighted Average 

Cost of Capital (WACC) (Miller & Modigliani, 1958 & 1963). Accordingly, there are positive side 

effects from additional debt through the created tax shield, however this is seldom enough to justify 

an acquisition (Brealey et al, 2008). Higher leverage increases risk of default, which may lead to 

investors demanding increased return on investment, which would increase the WACC (Brealey et 

al, 2008). Since private equity companies typically use high leverage to finance acquisitions, costs 

of bankruptcy are often significant for creditors. This leads to a tradeoff between the leverage 

benefits and bankruptcy costs, leading to an optimal debt to equity ratio (D/E) (Brealey et al, 2008; 

Hull, 2009). The optimal level is dependent on firm-specific characteristics and cost of debt and 

equity etc. (Hull, 2009).  

Even though financial engineering may be important in overall value creation in the private 

equity model, the relative importance has declined over the past 30 years (BCG, 2008). During the 

1980’s, financial engineering was the most important value creating mechanism, representing 

approx. 50% of total created value. However, In 2007 the share of total value created represented by 

financial value creation was less than 20% and the trend is expected to continue, implying that 

private equity companies will need to work more actively with other value creating mechanisms and 

strategies going forward.  
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3.2 Privatization 
 

Many today perceive freedom of choice as a cornerstone in the democratic society. Greater 

freedom of choice in what to consume or between different options when it comes to education, 

health care and other welfare services can be perceived as a value in itself. In the political rhetoric, 

freedom of choice has been used a main argument for free competition while the more economic 

arguments, such as expectations of higher efficiency, better quality, better accessibility and less 

bureaucracy, are some of the key arguments supporting an ongoing socioeconomic restructuring of 

welfare states and the ongoing debate on further privatizing state services. 

 

3.2.1 Background of Swedish privatization 

 

As in many other countries welfare services in Sweden have undergone major changes in 

recent years. The public sector has been given a smaller role as a producer of welfare services and 

been increasingly complemented by private participants. From a historical perspective the Swedish 

healthcare sector has been characterized as public and closely related to the Swedish welfare 

system. However, due to demographic trends over the past decades politicians have been forced to 

rethink their strategies for managing the healthcare sector more cost efficient (Hartman, 2011).  

According to the Swedish National Board of Health and Welfare, the elderly will represent 

21 percent of the Swedish population in 2020, with a primary increase seen in the number of people 

between 65-79 years of age. In 2020, Sweden will also start to see a dramatic increase in the 

number of people over 80 years of age. It is to a large extent this growth in the Swedish population 

that places new demand on health care services (and elderly care) going forward (Socialstyrelsen, 

2009).  

The transformation of the welfare sector has been going on for quite some time, but the early 

1990s is often considered a starting point for the Swedish sector. However, already in the 1980s a 

progression of rhetorical, institutional and organizational changes within welfare services where 

seen. These new ideas on how to structure welfare had market-influenced elements that supported 

organizational models with an alternative management approach, which is often summarized under 

the term New Public Management (NPM) (Hood, 1998; Pollitt & Bouchaert, 2000). The NPM trend 

was among other countries spotted in Sweden, and could be interpreted as an expression of the 

criticism towards the public sector and advocated a more market-oriented way of managing 

organizations (Almqvist, 2006). 
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It was however the conservative party that under their 1991-1994 era provided opportunities 

for competition and customer choice models within the public sector. Among others, the 

conservative party implemented a reform within municipal law which enabled competition and 

thereby made it possible for municipalities to allow private operators to become providers of 

welfare services. A legislative amendment by some referred to as the formal starting point for 

continued privatization of Swedish (Szebehely, 2011). 

During the socialist era of 1994-2006 the development of privatized welfare slowed down 

but no serious attempt to twist it back again was made. As the Alliance party entered as government 

after 2006 election reform for additional customer choice models, free competition and private 

participant’s regained momentum (Hartman, 2011).  

 

3.2.1.1 The Swedish Public Procurement Act - 2007:1091 

 

In recent years we have among others seen the acceptance of the Swedish Public 

Procurement Act  (LOU, 2007:1091) that was put into force January 1
st
 2008, based on EU 

directives. The Act regulates the purchases made by authorities or other activities that are financed 

by public funds. The purpose of the Act is to allow all candidates who wish to offer services to the 

public to compete on equal terms. Competition will in turn ensure that the contracting authority 

makes a good choice (LOU, 2007:1091). The value of the LOU Act in Sweden is estimated to 450 

and 500 billion SEK per year (Hartman, 2011). 

The LOU Act contains detailed regulation surrounding the process of procuring public 

goods and services. For example, public authorities are required to publicize their request for 

proposals so that so that every candidate who wants to participate has the chance to submit their 

tender offer. The contracting authority is then obligated to treat the submitted final tenders equally 

under transparent conditions, a procedure supervised by the by the Swedish Competition Authority 

(LOU, 2007:1091; Hartman, 2011).  

 

3.2.1.2 The Act on Freedom of Choice – 2008:962 

 

In recent years we have also seen the Act on System of Choice in the Public Sector (LOV, 

2008:962) take shape. The LOV Act came into force in January 2009 as an alternative to 

procurement in accordance with the LOU Act in the areas of health care, medical treatment and 
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social welfare services. The Act applies when a contracting authority decides to apply a system of 

choice regarding services within health and social services (LOV, 2008:962; Hartman, 2011). 

According to the LOV Act, the receiver of a welfare service is thereby given the possibility 

to choose the supplier that he or she finds the most capable to provide the best quality. By allowing 

customers to choose the preferred supplier, the LOV Act will ensure that authorities or other entities 

operate under competition and also gives the medical recipient increased influence over which 

caregiver shall perform the service (Hartman, 2011).  

Just like the process under the LOU Act, the contracting authority will request for proposals. 

An important difference in relation to public procurement is however that the process is ongoing 

with no ranking of suppliers.  Instead of mandating the supplier with the lowest price, or the most 

economically advantageous offer, customers are themselves able to decide which service provider 

to choose. The municipalities are legally obligated to accept all candidates who meet the requested 

requirements set by the municipality. It will thereby prevent them from restricting the number of 

providers. All candidates who meet requested requirements are thereby contracted, and it is then up 

to the individual to choose among these (Hartman, 2011). 

The LOV Act has been introduced for health and social services and is mandatory for county 

councils within primary care (so-called vårdval), but optional for other welfare operations mandated 

to municipalities and county councils (Lundvall, 2010).  

 

3.2.2 Implications for the Swedish welfare sector  

 

One way to describe the transformation of the Swedish welfare sector is to see it as a shift 

from welfare state to welfare society. In both models the aim of the welfare system is basically the 

same - citizens should be guaranteed welfare services when needed, regardless of prevailing 

payment capabilities. Moreover, equality and equal value are two central principles for policies, and 

the common public financing of welfare through taxes is a manifestation of this goal, even if the 

call for discussions on alternative funding models are needed in the long term (Hartman, 2011; 

SOU, 2004:19). 

The difference between welfare state and welfare society is instead related to production. 

The traditional welfare state model is based on the public sector as a key player in the role as 

service provider. The new welfare society model is however open for alternative business structures 

with regards to the production of welfare services. In the welfare society model individual freedom 
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of choice and competition through market mechanisms are central means to achieve the goal of high 

welfare for all (Hartman, 2011). 

According to Blomqvist and Rothstein (2000) the critic against the public sector structure is 

related to the economic inefficiency and the bureaucracy that make it difficult for citizens to take 

their own decisions regarding their welfare. In line with theories related to NPM, a solution is to 

expose the sector to market-oriented forces, as done in the Swedish welfare sector, and in so doing 

removing some of the differences between private and public (Almqvist, 2006).  

The transformation into a more market-oriented welfare structure affects many different 

parts of the community: the people who use the services, the municipalities that procure the 

services, the staff of both public- and private providers to name a few. Proponents argue that the 

privatization and free competition puts pressure on suppliers to find new innovative ways to 

produce more, and better, services at lower costs. In addition, specialist suppliers will lead to a 

wider range of services, higher quality and more customized services. The market model is also 

perceived as more flexible with regards to fluctuations in demand (Hartman, 2011). 

The arguments against privatization and free competition are very much the opposite: costs 

can rise and consumers receive service of inferior quality, as the private businesses need to find 

ways to generate a profit (profit at the cost of quality). Opponents also argue that the implied 

innovation creation through competition should be questioned, as it is not certain that it leads to the 

application of new methods and quality remains unchanged or even or even worsens. Too many 

new players can also lead to inefficient excess capacity in the welfare sector. Moreover, critics 

imply that procurement of welfare services requires more resources and an increased need for 

control and supervision, which ultimately leads to more bureaucracy and higher costs for the public 

sector (Hartman, 2011). However, any single conclusion about the implications and effects that 

arise as a result of privatized welfare is hard to find. 

 

3.2.3 The system of choice in Swedish primary healthcare 

 

As earlier mentioned, Act (2008:962) on the Freedom of Choice (LOV) was introduced in 

January 2009 and regulates what should be applied to contracting authorities that introduce a system 

of choice. It leaves the choice of service provider for whichever service is being covered by the 

system to the end user (Jönsson et. al., 2012).  

Since the 1
st
 of January 2010 it is mandatory for county councils to apply the LOV Act in 

primary care. The basic motive behind this reform was to strengthen the freedom of choice for 
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patients, encourage diversity and transfer power from the county councils to the individual 

consumer (patient). Moreover, the reform was intended to increase quality through competition 

between private and public health care providers by stimulating them to offer quality care and 

treatment. The Act would thereby help to increase the amount of high quality options given to the 

individual citizen (Lundwall, 2010).  

Through the free choice of care system (vårdvalssystem), citizens should be able to choose 

provider of health care services within primary care (Jönsson et al., 2012). For those users that do 

not want, or can choose, the contracting authority shall provide a no-choice alternative. For 

healthcare providers the system of choice implied new opportunity to establish primary care with 

public funding, under the condition that they meet the requirements set by the county councils 

(Jönsson et al., 2012; Lundwall, 2010). Suppliers are however not guaranteed compensation. They 

are only compensated for the services they provide for patients who chose them or assigned to them 

by no-choice options.  

In June 2009, the Swedish Competitive Authority (KKV) was commissioned by the Swedish 

government to follow up and evaluate the county council’s introduction of the System of Choice 

within Swedish primary care. In the end report (completed in November 2010) it was shown that 

the introduction of the mandatory system of choice has been successful and that the introduction 

contributed to a greater diversity of health care providers (Jönsson et al., 2012). Moreover, KKV 

argued that there are good opportunities for quality competition among healthcare centers under the 

free choice reform. According to KKV, a prerequisite for well functioning quality competition 

within the Swedish primary healthcare sector is that people know about their right to choose health 

care unit, that they are able to choose from at least two health care units within a distance perceived 

as reasonable, and that they have sufficient information about their numerous alternatives. 

According to the report, nine out of ten people know that there is the opportunity to choose which 

care unit you want to list at. Four out of five can choose between at least two health centers within a 

reasonable distance, and two out of three people believe they have enough information to make an 

active choice (Jönsson et al., 2012).  
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3.3 Healthcare quality 

 

Information and assessment of quality within Swedish healthcare have developed rapidly in 

recent years through projects such as the National Board of Health and Welfare and SALAR’s Open 

Comparisons (OC). The aim of OC is to stimulate comparison and contribute to a greater openness 

concerning outcome and costs for the activities that are run by municipalities and county councils. 

The result of OC is increased access to comparable information on quality, results and costs within 

the areas for which municipalities, county councils and regions are responsible (SALAR, 2011). 

However, the primary care sector is broad and complex, which means that there are difficulties in 

measuring and assessing quality. For example, there is research pointing towards the fact that 

measuring a population’s health is a function of interacting factors where it is difficult to distinguish 

and isolate the effects of primary care intervention from other factors (Rehnberg et al., 2010).  

Due to the multifaceted nature of healthcare quality problems may arise when someone is 

looking for a general description of healthcare quality. As described by Burgress and Carey (1999) 

“quality of care is an elusive characteristic which is difficult to define, yet alone quantify”, and 

there is no single agreement concerning what constitutes relevant quality measures and how 

organizations such as municipalities and county councils who produce multiple outcomes should be 

evaluated from a quality perspective (Williams, 1996). Therefore, even though quality awareness 

and quality management in healthcare is well awaited it still is a complex matter as problems in 

finding a common definition and consensus concerning how to evaluate quality persists. However, 

we will draw upon previous research and examine a selection of theories on the definition of 

quality, which are relevant from a healthcare service perspective and thus for our study.  

 

3.3.1 Defining healthcare quality from a healthcare service perspective 

 

According to Dertell (1989) quality can be defined as the relationship between perceived 

and expected quality for the end user (the consumer of the patient). Other researchers argue that 

quality is related to the sense of satisfied needs and fulfilled requirements (Grimby, 1993). From a 

broader point of view, the concept of total quality in the world of services (where healthcare service 

can be assumed to be included) is defined as a service that is easily accessible, honest, designed and 

performed for the individual patient, and where the relationship between the caregiver and the 

patient is good with a high level of service (Grimby, 1993). 
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Perceived quality for the patient can itself be divided into two main dimension: what the 

patient gets out of the service – technical quality – and how the customer feels that it is performed – 

functional quality (Grönroos, 1987; Grönroos & Monthelie, 1988). Pointing to the factors affecting 

the functional quality (the patient’s perception of quality) may include availability, continuity, 

freedom of choice, safety, participation, good information on various health and treatment option 

and their potential outcomes as well as knowledgeable, friendly and understanding staff  (Gerdner, 

1998; Grönroos, 1987; Grönroos & Monthelie, 1988). In the case of availability, it may for example 

be the accessibility by phone, the distance to a healthcare centre and the waiting time. Freedom of 

choice may include the opportunity to choose different treatments and different doctors. Safety for 

the patient may include how the patient perceived the reception. That is, how he is addressed and 

respected. Participation may include the patient’s option to influence his or her own care and 

treatment, but could at the same time also include shown respect for the patient’s own medical 

insight and free will to be engaged (Gerdner, 1998). Gerdner (1998) also emphasizes the importance 

of having competent, well-educated and experienced staff that at the same time are, courteous and 

service oriented. Moreover, Staff continuity, meaning that the patient will be able to visit the same 

doctor or other staff as well as the same care facility, may also influence perceived quality. 

According to Grönroos (1998) a customers (patients) perception of quality is also affected by how it 

is communicated, which in healthcare could refer to the interaction between the patient and the 

caregiver and how this interaction progresses over time.   

According to Gummesson (1991) an overall positive image of the organization may result in 

the patient being more inclined to interpret any lack of service as incidental or accidental and may 

thereby also affect the way the patient perceives the quality of any performed service. Grönroos 

(1987) further argues that the subjective experienced quality depends on the interplay between the 

customer’s (patient’s) expectations from a service and how the service is carried out. This means 

that the more the experience corresponds to expectation, the more satisfied the customer (patient) is 

expected to be. But as the level of expectation may have been unreasonably high in the initial stage 

this should not be interpreted as synonymous with high quality. In healthcare, this could imply that 

patients with low expectations experience good quality at a lower level than patients with high 

expectations. Increased expectations on a particular service thereby increase the risk that perceived 

quality decreases. Added to this, Gummesson (1991) also pointed to the dynamic nature of 

expectation in services and the possibility to actively influence the outcome through interaction 

with the client (patient) during the execution of a service. 
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In summary, the overall experienced quality is based on expectations, experiences and 

image where both objective and subjective elements are included. Moreover, based on the 

conducted literature review above there are no specific functions within the organizational structure 

identified as more crucial for experienced quality than the other. Instead the importance of all 

employees and functions seem to plays a critical role in the overall experience and assessment of 

quality made by the patient., Since perceived quality is a central aspect in NPE’s measurement and 

evaluations of Swedish primary care units, Grönroos’s (1987) model of service quality translated 

into healthcare services is considered useful in the present analysis.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 3. Grönroos model (1987) of technical and functional quality translated into healthcare 

service 

 

3.3.2 The relationship between productivity, efficiency and quality 

 

Within healthcare, issues related to quality have attracted increasing attention in recent 

years. Concepts used within the context of prior and ongoing healthcare quality discussions include 

quality management- assurance-, and improvements. Moreover, these concepts can be related to 

different levels and for different purposes, involving both patient perspectives and caregivers 

(organizational) perspectives. In order to increase the understanding of the concept of healthcare 
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quality further a distinction is made between the concepts of productivity, efficiency and quality as 

the boundaries between them may seem diffuse. 

In the SPRI-report 230 (1987) it was pointed out that productivity and efficiency are linked 

to performance and result/impact while quality is described as a more complex concept, which can 

be viewed from several perspectives. The term resources, as included in the figure below include 

staff, equipment and facilities used in the medical process for the actual execution of any 

performance.  

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 4. The relationship between productivity and quality (SPRI-report 230, 1987) 

 

Performance may consist of examination, treatments and care as deemed necessary to 

achieve the desired results/impact, which can be equated with the goal of healthcare. The goal for 

example being improved quality of life or symptom relief. Efficiency can be described as the 

relationship between resource utilization and achieved results/effects (levels of achievements). 

Thus, efficiency is assessed in relation to the operational goal of healthcare. To measure, or set a 

measure for the evaluation of, the impact of provided healthcare is however problematic as it can 

take time before the end effects are visible and it can also be difficult to isolate any effects from 

healthcare effort from other factors (Rehnberg et al., 2010; SPRI, 1987). It may therefore be 

justified to measure productivity instead (SPRI, 1987).  

Productivity on the other hand, is presented as the relationship between existing resources 

and the service performed. This service performance can include the number of documented visits 
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to a doctor, hospital days, call treatments, tests etc. However, there may be conflicting problem 

between productivity and efficiency as performed services in terms of for example increased 

number of doctor visits not necessarily means increased efficiency, quite on the contrary. A 

decreased in the number of doctor visits and more time for each patient could present a better goal 

achievement. As a result, a decrease in productivity may lead to increased efficiency. Despite this, 

productivity is sometimes used as a measure of efficiency as it is very easy to manipulate through, 

for example, the number of doctor visits as an evidence for efficient provision of health care 

services (SPRI, 1987).  

 

3.3.3 Dimensions of health care quality 

 

It is as a classical analytical model for quality of care to highlight differences between three 

dimensions that are necessary to evaluate the quality of healthcare services: Structural, Process and 

Outcome (Donabedian, 1983; SPRI, 1987; IOM, 2001). The idea of this framework is that these 

three aspects of quality together should capture the whole quality space.  

 

 

 

 

 

Figure 5. Donabedian’s (1983) three aspects/dimensions of healthcare quality  

 

Structural quality represents the organization and its resources in terms of factors such as 

staff (including elements such as professional competencies and training), patients’ own knowledge 

and health awareness, treatment methods, medicines, equipment safety and permanence as well as 

the facilities. Process quality is about performance characteristics and can divided into preventive-, 

diagnostic-, treatment-, care- and rehabilitation activities. Outcome quality is concerns the change in 

health achieved in relation to structure and process. It can for example be expressed in terms 

mortality, morbidity rate, quality of life and healing (SPRI, 1987).  

As a multifaceted concept, quality can be defined in many different ways and the 

relationships between various dimensions of quality are numerous. For example, good quality on 

the resource side (structural quality), in the form of well-trained staff, safe and durable equipment 
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as well as comfortable and functional facilities, enables the organization to achieve good outcome 

(quality). However, despite this multifaceted nature focus tends to be drawn towards outcome-

oriented performance measures of healthcare quality. It is therefore very important to emphasize the 

need to see beyond the results and assess the quality of both the structure and processes, especially 

due to the difficulties in finding practical and reliable measures of outcome quality that both capture 

and isolate the magnitude of different factors on which healthcare outcome depends (SPRI, 1987). 

 

3.3.4 Measuring health care quality 

 

Patient evaluations have in recent years increasingly been identified as a valid metric for 

measuring health care quality (Isaac et al., 2010; Campbell et al., 2001; Häger et al., 2012). Since 

healthcare can be characterized as a service, some researchers point to client satisfaction measures 

as better indicators of performance than they are in product markets (Di Primio, 1987). 

Accordingly, Swedish primary care is today evaluated through an extensive patient perception 

survey named the National Patient Survey (NPE). The NPE is a collective name for the reoccurring 

national patient questionnaires in healthcare that is coordinated by SALAR. The surveys are 

conducted in both primary care and specialized care. NPE in primary care was first conducted in the 

Autumn 2009 and is to be carried out every second year.  The purpose of NPE is to highlight 

patients’ experiences of care as part of the development and improvement of Swedish healthcare as 

well as to support the individual in their choice of care provider (SALAR, 2012a).  

 The survey is today considered to be very important as perceived quality is used to evaluate 

healthcare in several contexts.  As mentioned, citizens can use patient perceived quality to support 

their selection of healthcare provide. In addition, some authorities use information on patient 

perceived quality to distribute compensation to various healthcare providers. In a broader context, 

increased knowledge in the area of patient perceived quality should be one of the most important 

sources of information on how to further develop health care in the future. 

In recent years, interest in, and the need to, measure and disclose the degree of patient 

satisfaction has increased. NPE, which was first conducted in 2009, is a clear example of this.  

Another reason for the survey is the opinion that patients’ views and experiences of care services 

need to be greater attention than before and patient perceived quality therefore needs to be 

measured and recorded continuously and systematically. Through the NPE, patients are given the 

opportunity to rate their experience of a specific healthcare unit they have visited. The results 
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thereby enable comparisons between health care providers, and supports patients in their choice of 

clinic in the future. The survey is thereby a great source of information for further development and 

improvement of primary care from the patients’ perspective (SALAR, 2012a).  

The results are available to the public on national websites
6
 and on individual county 

councils and regions websites. To facilitate comparisons between clinics, 8 different categories of 

patient perceived quality are reported (including Overall impression): Availability, Information, 

Participation, Perceived utility, Personal treatment, Recommend, Trust and Overall impression
7
 

(SALAR, 2012a). The patient perceived quality is generally expressed as an index between 0 and 

100, where all answers are included and weighted according to a descending scale. The index for 

“Attitude” is for example calculated with weight 1 for response “Excellent”, 0,75 for “Very Good”, 

0,5 for “Good”, 0,25 for “OK” and 0 for “Poor”.  

The Patient Satisfaction Index for various clinics often ends up as high as between 80 and 

100, which would indicate that patients are very satisfied. Researchers have therefore questioned 

whether the survey actually captures patients’ perception of quality (Winblad & Andersson, 2011). 

Other researchers criticize the survey for only focusing on a selection of variables that may be 

relevant to analyze (Anell, 2011). It should also be noted that the response in the NPE for primary 

care varies between 45 and 61 percent between different counties and regions
8
.  

Since the result of the NPE is used as an overall quality review of primary care units, and to 

highlight differences between private and public provides, there is an interest in analyzing the 

extent to which there are underlying explanations that correlate with the review received - such as 

ownership structure. Such analysis can also provide a complement the understanding of what 

influences patients’ perceived quality in primary care. 

 

3.3.4.1 Patient reported experience- and outcome measures (PREM & PROM) 

 

In accordance with Grönroos & Monthelie’s (1988) definition and separation of perceived 

quality into a technical (outcome oriented) classification, and a functional (experienced related) 

classification, measurements relating to these classifications are by some termed PROM (Patient 

Reported Outcome Measures) and PREM (Patient Reported Experience Measures) (Lindblom, 

2012). While PROM measures how patients perceive their illness and their health after treatment or 

                                                 
6
 More information on NPE’s results to be found on www.1177.se  and www.omvard.se  

7
 More information on NPE’s quality metrics to be found on www.skl.se; www.indikator.org  

8
 NPE response rate (2009;2010;2011) http://npe.skl.se/Oversikt.aspx?ActiveView=3 

 

http://www.1177.se/
http://www.omvard.se/
http://www.skl.se/
http://www.indikator.org/
http://npe.skl.se/Oversikt.aspx?ActiveView=3
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other healthcare intervention, PREM lacks a clear definition. While PROM focuses on the patients’ 

experience with regards to the result of the care provided, in accordance with the technical aspect of 

quality, PREM is meant to describe a patients experience through “soft” parameters such 

satisfaction, in line with the functional aspect of quality. PROM includes measures such as disease 

symptoms, functional capacity, health / health-related quality of life (HQoL), while PREM 

measures may include treatment, participation, information, confidence in the caregiver and 

availability with clear similarities to the quality measurements used in the NPE (section 3.3.4). 

PREM, and NPE, can thereby be described as measurements of patients’ perception of, and 

satisfaction with, a provided care service (Fransson, 2011). Unlike PROM, PREM includes 

measurements for all three dimensions of quality as defined by Donabedian: Structure, Process and 

Outcome (Lindblom, 2012; Donabedian, 1983). Interestingly though, some researchers have chosen 

to include patient satisfaction into PROM. For example, following Donabedian’s model, Bjertnaes 

et al. (2012) defined overall patient satisfaction as a patient reported outcome measure (PROM), 

while structures and processes were represented by patient-reported experiences. Traditionally 

though, patient satisfaction has been measured within PREM (Lindblom, 2012).  

Since satisfaction is largely effected by patient expectation (Grönroos, 1998; Gummesson, 

1991) the satisfaction measurement metrics are problematic, and several researchers encourage 

measuring patient experience instead of patient satisfaction to overcome the challenge of having 

expectations biasing results (Coulter et al., 2009; Black et al., 2009; Ross et al., 1987; Ware et al., 

1983). Moreover, these measurements often show very high performance with small variations that 

do not provide a reliable foundation for improvement efforts. Therefore, the trend in recent years 

has been to measure patients’ experiences (PREM) of care services (Lindblom, 2012).  

PREM and PROM however measure complementary aspects of healthcare quality and are 

not interchangeable. Both aspects are valuable to measure in order to grasp a wider understanding 

of quality from a patients’ perspective. Today PREM is used in the NPE to provide information on 

a caregiver level by documenting patients’ experiences from a single visit (Lindblom, 2012; 

SALAR). 
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4. Data and empirical findings 

  

 This section presents our empirical results and contains a detailed description of how the 

findings were obtained. Following the research structure, the section is divided into four main parts 

(Research part A-D): Primary healthcare quality, Financial operating analysis, LBO analysis and 

Interviews.  

 

4.1 Research part A: Primary healthcare quality 

 

 This chapter tests hypotheses 1 and 2 outlined in  chapter 3.1. Following the public debate 

regarding privatization of Swedish welfare and supposedly inferior healthcare quality in private 

equity-owned primary care units, we have tested and compared healthcare quality metrics for 

private equity-owned primary care units to primary care units of other ownership types.  

 

4.1.1 Data and data sources 

 

The first step in designing the data collection was deciding which metrics to use for 

measuring, evaluating and comparing healthcare quality across primary care units of different 

ownership. As mentioned in the literature review chapter, the multifaceted nature of healthcare 

quality and data limitations make it hard to find coherent and comparable healthcare quality metrics 

for Swedish primary care, especially for “hard parameters”, i.e. medical metrics (Rehnberg et al., 

2010; Burgress & Carey; Williams, 1996). This is partly due to the fact that healthcare quality 

monitoring is relatively new, through for example projects such as the National Board of Health and 

Welfare and SALAR’s Open Comparisons (OC) (SALAR, 2011), and partly due to differences in 

regional standards as Swedish regions and municipalities often measure healthcare quality 

differently. Compare quality metrics on a national level is thus hard, but since our ambition is to 

contribute to knowledge about Swedish primary care in general we have chosen not to collect data 

for specific regions. Instead, after researching healthcare quality literature and consulting medical 

professionals involved in Swedish primary care (please see chapter 4.4 for a more detailed outline 

of the results from our interviews), we decided to use results from Nationell Patientenkät
9
 

(hereinafter referred to as NP) as indicator of primary healthcare quality.  

                                                 
9
 Survey results are available at http://npe.skl.se/ (downloaded 2012-09-10) 

http://npe.skl.se/


44 

 

NP is a patient survey made by the Swedish Association of Local Authorities and Regions 

(SALAR) in 2009, 2010 and 2011. In 2011 it consisted of 130 000 answers out of 248 000 surveys 

sent out (SALAR, 2012a) and is thus the most comprehensive database on healthcare quality on a 

national level we have access to. The NP measures and compares patient recorded experience 

measures (PREM) for 8 different healthcare quality parameters: Availability, Information, 

Participation, Perceived utility, Personal treatment, Recommend, Trust and Overall impression 

(SALAR, 2012a). Each individual metric is evaluated by several questions and each question is 

assigned a pre-defined weight, which is determined 1by the importance that question have for the 

metric as a whole (unfortunately, we have not been able to retrieve these weights from SALAR). 

The questions are then weighted and summarized, resulting in a result from 0-100 where 100 is the 

best possible result (see below table for example data from our analysis).  

 

Aleris AB 

2011 

Overall 

impression 
Trust 

Personal 

treatment 

Perceived 

utility 
Participation Information Availability Recommend 

Mean 72,62 86,12 90,81 83,56 79,96 78,98 80,92 84,95 

Median 73,22 88,64 92,94 85,14 81,37 78,95 80,52 86,69 

Standard 

Deviation 
6,73 6,75 4,69 5,35 6,00 5,45 7,36 6,59 

Minimum 61,80 74,44 81,61 70,11 67,55 70,12 67,11 73,33 

Maximum 84,68 98,02 98,79 91,67 92,28 90,00 95,52 95,16 

Count 19 19 19 19 19 19 19 19 

 

Table 2. Sample NPE results for Aleris AB (2011) 

 

According to previous literature (Häger Glenngård & Anell, 2012) as well as medical 

professionals we have spoken to (see section 4.4), the NPE should provide a solid foundation for 

measuring, evaluating and comparing primary healthcare quality data across primary care units of 

different ownership types. However, when interpreting the results, the reader should be aware that 

NPE scores are based on patients’ own experiences of the service provided and thus not on medical 

metrics or the long-term impact of the healthcare services (SALAR, 2012a). Hence, the results 

show patients’ impression of the service provided and not potential changes in health condition or 

long term satisfaction. However, the quality of the data set is further supported by the fact that data 

from this survey has been used by other researchers such as Häger Glenngård & Anell (2012) and 

Bergendorf & Gremillet (2012) for evaluating and comparing healthcare quality in Swedish primary 
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healthcare. Furthermore, surveys similar to the NP have been used by Isaac et al (2010) and 

Campbell et al (2001), further validating our choice of data set.  

By downloading healthcare quality metrics for all Swedish primary care units in 2009, 2010 

and 2011, we retrieve data for the 8 NP parameters for 814 primary care units in 2009, 794 units in 

2010 and 1153 units in 2011. These care units represent all Swedish primary care units, but not all 

regions and municipalities participated in the survey in 2009 and 2010, which explains the lower 

number of health care units in those years. Hence, the growth in number of health care units 

between 2010 and 2011 should not be interpreted as growth in the absolute number of care units 

since a majority of the difference is made up of care units in regions and municipalities that did not 

previously participate (SALAR, 2012a).  

The next step in constructing our data set was to segment health care units by ownership 

type, which was done manually as the information is not provided for by SALAR or any other 

institution. By researching web pages, press release archives, financial data bases and finally 

confirming the list with representatives from each respective company we were able to segment 

primary care units by care giver in each respective year (please see Appendix 1 for a complete list 

of health care units by care giver). When segmenting primary care units by ownership type we 

deployed the same decision criteria used by Bergendorf and Gremillet (2012). In order for a primary 

care unit to be classified as for example Aleris AB, at least 50% of the unit must be owned by 

Aleris AB, or be operated on behalf of a region/municipality. Furthermore, the primary care unit in 

question must have been owned for at least 6 months in any given year. This means that a primary 

care unit that was acquired or established before June 30
th

 in a given year is classified as belonging 

to the old owner in that year and the new owner in the next year. Similarly, units that are 

acquired/established after June 30
th

 in any given year will be classified as belonging to the new 

owner in that year. These criteria are suitable for the purpose of our analysis, but the reader should 

be aware that this might result in some differences between our list and the actual list of primary 

care units by owner found in annual reports and other sources. The manual segmentation of primary 

care units by ownership resulted in the table below: 
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Ownership 2 009 2 010 2 011 

Aleris AB 7 5 19 

Capio AB 17 20 31 

Carema Sjukvård AB 21 19 33 

Praktikertjänst AB 28 41 75 

Total 72 84 158 

 

Table 3. Number of health centers by care giver
10

 

 

4.1.2 Empirical results 

 

 After segmenting primary care units by ownership, we summarize and compare data for the 

eight parameters for the three private equity-owned care givers Aleris AB, Capio AB and Carema 

Sjukvård AB as well as Praktikertjänst AB. Praktikertjänst is used as a proxy for other privately 

held primary care units and we use the results from Bergendorf and Gremillet (2012) as proxy for 

public ownership in order to test hypothesis 1. Summary and comparison of NPE scores is done in 

Microsoft Excel 2007 and the tool “descriptive statistics”. All results for descriptive statistics by 

ownership and each year (2009-2011) are available in appendix 2-5. After summarizing the data 

and segmenting it by ownership type, we rank the five ownership types Aleris AB, Capio AB, 

Carema Sjukvård AB, Praktikertjänst and Public after which owner achieved the best average 

results over the period 2009-2011. The ranking of the eight parameters in the NP by ownership is 

shown in table 4 below: 

 

Rank 
Overall 

impression 
Trust 

Personal 

treatment 

Perceived 

utility 
Participation Information Availability Recommend 

1 Praktikertjänst Praktikertjänst Praktikertjänst Praktikertjänst Praktikertjänst Praktikertjänst Praktikertjänst Praktikertjänst 

2 Capio Aleris Aleris Aleris Aleris Aleris Public Aleris 

3 Aleris Capio Capio Capio Capio Capio Capio Capio 

4 Public Public Public Public Public Public Aleris AB Public 

5 Carema Carema Carema Carema Carema Carema Carema Carema 

 

Table 4. Ranking of ownership type per NPE indicator (averages 2009-2011) 

 

                                                 
10

 Source: NPE 
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4.1.2.1 Private equity ownership is inferior to Praktikertjänst but superior to public ownership 

 

As shown in table 4 above, Praktikertjänst outperformed all other ownership types, both 

private and public, for all eight NPE parameters over the period 2009-2011. Simultaneously, 

Carema Sjukvård AB had the lowest average score for all healthcare quality metrics. Furthermore, 

both Aleris and Capio outperformed public ownership, indicating that public ownership was on 

average outperformed by the three private equity companies. The fact that Capio outperformed both 

Aleris and Carema in terms of overall impression also suggests that there are differences in 

healthcare quality between different private equity companies. However, descriptive statistics is not 

sufficient to statistically confirm hypothesis 1 and 2. In order to add a statistical dimension to the 

test of hypotheses we thus need to conduct a statistical test, for example a t-test as suggested by 

Bergendorf and Gremillet (2012). Hence, we use t-tests to analyze differences in mean scores for 

the eight parameters to verify that they are statistically different. More specifically, we use the data 

analysis tool (T-test: Two-Sample Assuming Equal Variances) in Microsoft Excel 2007 and analyze 

whether the differences between different ownership types are statistically significant on a 95% 

confidence interval. We use a two-tailed t-test as we are not sure of which ownership type will have 

the higher result (Freund & Perles, 2006). Appendix 6 contains results from the T-tests and the 

tables show whether the differences are statistically significant or not. Table 5 below also show the 

t-test for the NPE indicator “overall impression”. The table shows the average difference in means 

over the period 2009-2011 on a 95% confidence interval and the two-tailed P(T<=t) value below. 

The difference in mean scores between two ownership groups is statistically significant if the 

P(T<=t) value is smaller than 0,05 (95% confidence interval). In this section we chose to only 

present and comment on the results from the “overall impression” indicator as this is considered an 

indication of the overall result (SALAR, 2012a). Potential differences in the results of the other 

indicators are commented upon in the analysis in section 5. 
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Overall impression Aleris AB Capio AB Carema Sjukvård AB Praktikertjänst AB 

Aleris AB 
- 0,743 8,557 -4,584 

- 0,695 0,000 0,002 

Capio AB 
-0,743 - 7,815 -5,326 

-0,695 - 0,000 0,000 

Carema Sjukvård AB 
-8,557 7,815 - -13,141 

0,000 0,000 - 0,000 

Praktikertjänst AB 
4,584 5,326 13,141 - 

-0,002 0,000 0,000 - 

 

Table 5. Two-tailed T-test assuming equal variances for NPE indicator “overall impression” 

(averages 2009-2011) 

 

As shown in table 5, the t-test confirms that Praktikertjänst AB outperformed all other 

ownership groups for the NPE parameter “overall impression” and that the difference is statistically 

significant. Hence, we partly confirm hypothesis 1 since there is a statistical difference between the 

performance of Praktikertjänst AB and the three private equity-owned care givers. However, since 

we have not been able to obtain healthcare quality data for public primary care units, we cannot 

confirm/reject hypothesis 1 with regards to public ownership. Yet, Bergendorf and Gremillet (2012) 

concluded that private equity ownership has a similar level of healthcare quality compared to 

publicly owned care units and was outperformed by other private owners (Praktikertjänst AB 

included). However, appendix 6 shows that private equity ownership on average has slightly 

outperformed public ownership (see table 4). Therefore, we conclude that private equity ownership 

is outperformed by Praktikertjänst whereas the three private equity-owned care givers achieved 

slightly higher NPE scores than publicly held care units.  

 

4.1.2.2 Primary care quality between private equity companies is statistically different 

 

As mentioned above, table 5 shows that both Aleris AB and Capio AB significantly 

outperformed Carema Sjukvård AB in terms of scores for the “overall impression” parameter over 

the period 2009-2011. However, the difference in means between Aleris AB and Capio AB cannot 

be statistically determined. Hence, based on the results we can partly confirm hypothesis 2, i.e. that 

there is a statistically significant difference in means between private equity companies. Though it 

is clear that Carema Sjukvård AB has been inferior to Aleris AB and Capio AB, the results vary 

between NPE indicators for Aleris AB and Capio AB (see table 4). Aleris AB outperformed Capio 

AB on a statistically significant level for the parameters Trust, Availability, Information, 
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Participation and Personal treatment whereas Capio did not outperform Aleris on either of the 

parameters (scores for the parameters Overall impression, Recommend and Perceived Utility were 

not statistically significant). This strengthens our confirmation of hypothesis 2 since patients appear 

to perceive the three companies differently.   

 

4.1.3 Data validity and reliability 

 

 Despite our best efforts to reduce potential noise in the results and the probability of 

drawing incorrect conclusions, the reader should be aware that there are some factors that may 

influence the results and thus the validity and reliability of the report. In order to contribute 

meaningfully to related literature, our study should have a high level of reliability as well as validity 

(internal, external and construct) (Yin, 2009).  

 

4.1.3.1 Validity 

  

In terms of construct validity, it is important that the study is based on correct data from 

many different sources through triangulation (Yin, 2009). Unfortunately, due to lack of publicly 

available data, we have only been able to use the NPE as healthcare quality indicator. Even though 

this is the most comprehensive healthcare quality database available, the reader must be aware that 

the results are based on patient perceived quality (PREM) and not on medical metrics and the long-

term medical impact of the healthcare services. Furthermore, when analyzing the dataset we have 

used t-tests to identify potential differences in means between ownership categories. However, t-

tests by definition assume a normal distribution, which makes it important to investigate whether 

the data in fact follow this distribution pattern. Test of normality has been done in the OxMetrics
11

 

software package, which resulted in the graphs below:  

 

                                                 
11

 http://www.oxmetrics.net/  

http://www.oxmetrics.net/
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Figure 6. Test for data normality: data plot for 2011 NPE scores 

 

 As shown in the density plot (top graph) the data is slightly negatively skewed, which 

indicates that the data is not normally distributed. Furthermore, as the data do not follow a straight 

line despite a large sample, the normality Q-Q plot (bottom graph) indicates that the data is not 

normally distributed. Even though it may be problematic to use t-tests on non-normal data for small 

samples (n<20), according to Freund and Perles (2006) t-tests is a reasonable tool to use for large 

samples (n>20) regardless of normal distribution or not. Hence, despite the fact that our dataset is 

not normally distributed we assume normal distribution to enable the use of statistical confirmation 

in the form of t-tests. The below table shows sample sizes by ownership type used in our t-tests. 

Since all four ownership types have a sample size larger than 20, we consider t-tests to be a valid 

tool for statistical testing. 

 

  Aleris AB Capio AB 
Carema 

Sjukvård AB 

Praktikertjänst 

AB  

# Primary care units 2009-2011 31 68 73 144 

 

Table 6. Number of primary care units by ownership category 2009-2011 used as t-test sample 

 

 In order to ensure a high level of internal validity, we have continuously strived to be as 

objective as possible and avoid biased results. According to Yin (2009), it is common that results 
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are biased because researchers try to prove their own predictions regarding a specific hypothesis 

and are thus not considering all perspectives. In section 5.1, we discuss private equity ownership, its 

impact on healthcare quality and potential explanations for the identified differences. Explanatory 

factors are drawn from related literature and conducted interviews as well as our own analysis and 

insight, which ensure that our arguments are backed by at least related literature or our interviews. 

This triangulation process has helped us to remain objective, which significantly improves the level 

of internal validity (Yin, 2009).  

We also believe that the external validity, i.e. the ability to generalize results beyond this 

report, is strong. However, once again the reader should be aware that the results are based on 

patient recorded quality (PREM), which could result lead to wrong conclusions if it is interpreted as 

a complete measure of healthcare quality. We would therefore encourage further research on 

comparing NPE scores for different ownership types and regions and complement this with medical 

metrics and long-term medical impact. 

 

4.1.3.2 Reliability 

 

Reliability refers to the ability of an external researcher to use the same data and research 

methodology and arrive at the same results (Yin, 2009). Due to the fact that all healthcare quality 

data is publicly available and we have consistently been disclosing our sources and methods, we 

strongly believe that this report has a high degree of reliability. Furthermore, when analyzing the 

data we have described our methodology in order to enable external researchers to imitate the 

process and expand on the results and conclusions. We have also only used computer software that 

most students, researchers or professionals have access to, which further increases the reliability of 

the results.  
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4.2 Research part B: Financial operating analysis  

 

 This chapter tests hypotheses 3 and 4 outlined in section 2.1. Private equity companies are 

often criticized for achieving superior operating performance at the expense of inferior healthcare 

quality. We test this claim by comparing financial performance for the period 2009-2011 for private 

equity-owned care givers Aleris AB, Capio AB, Carema Sjukvård AB and compare their 

performance to that of Praktikertjänst AB and a representative peer group of other private 

companies (see appendix 7 for a complete list of companies included in the peer group).   

 

4.2.1 Data and data sources 

 

 Data gathering and analysis can be split into three main stages: 1) define representative peer 

group of privately held primary care units, 2) gather financial information on Aleris AB, Capio AB, 

Carema Sjukvård AB, Praktikertjänst AB and the peer group for the period 2009-2011 and finally 

3) calculate key financial metrics to be used for comparison. The peer group is constructed by using 

the Affärsdata database
12

 where we filter companies on SNI code 86211 “Primärvårdsmottagningar 

med läkare m.m.”
13

. This filtering gives us a list of 978 companies engaged in the Swedish primary 

care sector and we then segment each of these companies individually by researching web pages, 

press releases etc. in order to determine their relevance for our analysis. Our general decision 

criteria are that primary care must be their primary area of operation, that they have 10 or more 

employees and that financial information is available for the years 2009-2011. After conducting this 

segmentation, we obtain a list of 46 companies which we deem are relevant to include in the peer 

group (see appendix 7). There are a number of reasons why the peer group is relatively small: many 

of the companies with SNI-code 86211 do not have primary care as the primary area of operation, 

others have less than 10 employees and some do not have financial information available for the 

period 2009-2011. We choose to only include companies with 10 or more employees to account 

somewhat for size differences when comparing against the much larger private equity companies. 

The limited number of companies in our peer group is a limitation in relation to data validity, but 

we believe that 46 companies are enough to provide an indication of how the overall market was 

performing over the period 2009-2011. 

                                                 
12

 www.affarsdata.se  
13

 A SNI-code is a specific numerical code used in Sweden to identify certain industries and industry segments, similar 

to NACE rev. 2 or NAICS 2007 classifications used in other countries (https://orbis.bvdinfo.com)  

http://www.affarsdata.se/
https://orbis.bvdinfo.com/
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The second step in our analysis was to gather financial data on each company in the peer 

group as well as for our comparative companies and for this purpose we used the Affärsdata 

database and complemented with data from Orbis
14

 where necessary. Thirdly, for measuring and 

comparing financial value creation, we calculate the following financial metrics: revenue growth, 

revenue/employee, personnel cost/employee, personnel cost/revenue, EBITDA margin, EBIT 

margin, profit margin, net working capital/revenue and Return on assets (ROA) (please refer to 

appendix 8 for definitions of financial metrics).  

 

4.2.2 Empirical results 

 

 Appendix 8 shows key financial metrics for Aleris AB, Capio AB, Carema Sjukvård AB, 

Praktikertjänst AB and the peer group. We have chosen to evaluate the above mentioned financial 

performance measures over the period 2009-2011 since this is also the time period in which we 

examine the differences in healthcare quality, which should compensate for potential year-fixed 

effects. Hence, we are able to see potential relationships and correlations between healthcare quality 

and financial operating performance.  

 

4.2.2.1 Superior growth and inferior profitability  for private equity-owned companies 

 

 In terms of the key profitability measures EBITDA margin, EBIT margin, profit margin and 

Return On Assets (ROA), our analysis shows that private equity companies on average have not 

been able to outperform either Praktikertjänst AB nor our predefined peer group over the period 

2009-2011. In fact, none of the three private equity-owned care givers Aleris AB, Capio AB or 

Carema Sjukvård AB were able to outperform neither Praktikertjänst AB nor our peer group in 

terms of EBITDA, EBIT and profit margin. Only Capio AB was able to outperform Praktikertjänst 

in terms of ROA, but Capio AB was still significantly below our peer group for this metric.  

However, in terms of revenue growth, both Aleris AB and Capio AB achieved impressive 

results over the period. The results are impressive due to the size of the two companies, which is 

why revenue growth for the peer group, which is higher in absolute terms, is not as remarkable as 

the companies in the peer group are much smaller measured by revenue. Also, the private equity-

owned care givers have achieved superior results compared to Praktikertjänst AB in terms of 

revenue/employee and when adjusting for size factors, the peer group’s result should also be in line 

                                                 
14

 https://orbis.bvdinfo.com 

https://orbis.bvdinfo.com/
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(or lower) than the private equity-owned care givers’. Another interesting result is that Net Working 

Capital (NWC)/revenue is highly negative for all private equity-owned care givers compared to 

Praktikertjänst AB and the peer group. This is in line with previous literature and findings (Loos, 

2006; Kitching, 1989) that private equity companies increase capital efficiency in portfolio 

companies.  

Due to inferior profitability and superior growth, we reject hypothesis 3 that private equity-

owned companies should have achieved superior financial value compared to other privately owned 

primary care givers.  

 

4.2.2.2 Large differences in financial performance between private equity-owned companies 

 

 Based on our results, it is evident that there are differences between private equity-owned 

companies both in terms of key profitability measures and growth metrics. Whereas Aleris AB and 

Capio AB achieved impressive revenue between 2009 and 2011, Carema Sjukvård AB experienced 

negative growth. However, Carema Sjukvård AB was the only private equity company achieving 

positive profitability (in terms of EBITDA margin, EBIT margin, profit margin and ROA) which 

could indicate that the company conducted a repositioning strategy. Hence, it might be argued that 

Carema Sjukvård AB refocused their operations to focus on core areas of expertise which led to 

declining revenue but positive profitability. Conversely, it seems that both Aleris AB and Capio AB 

focused on aggressive growth, leading to negative profitability. Furthermore, revenue and cost per 

employee was fairly similar for Aleris AB and Capio AB, but Capio managed to achieve better 

financial results. This could potentially indicate differences in operational setups between the 

companies.  

 

Company 
Revenue 

Growth 

EBITDA 

margin 

EBIT 

margin 

Profit 

margin 
ROA 

Capio AB 59,6% -0,2% -2,2% -0,2% -1,0% 

Carema Sjukvård AB -29,6% 1,9% 0,6% 0,4% 0,8% 

Aleris AB 21,4% -11,8% -15,8% -14,0% -15,5% 

Private equity (avg) 23,1% -4,1% -6,6% -5,3% -6,0% 

 

Table 7. Key financial performance metrics by private equity-owned care giver 
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The fact that there are differences in financial metrics between Aleris AB, Capio AB and 

Praktikertjänst AB leads us to confirming hypothesis 4 that there are differences in financial value 

creation between private equity-owned care givers.  

 

4.2.3 Data validity and reliability 

 

4.2.3.1 Validity 

 

 By using publicly available financial information and nine different financial performance 

metrics, we have reduced the likelihood of drawing the wrong conclusions regarding differences 

between ownership categories. Furthermore, we have used 46 privately owned primary care units as 

our peer group, which should be sufficient to determine whether a given company has outperformed 

the market or not. All of these factors contribute to a high level of construct validity for our results 

(Yin, 2009). In terms of internal validity (Yin, 2009), we have been as objective as possible when 

interpreting our results by identifying differences not only between ownership categories but also 

between private equity companies. Moreover, we have selected a representative sample of privately 

owned primary care units to use as peer group. This selection has been made without any internal 

preferences, but purely based on the criteria outlined in section 4.2.1. 

 When it comes to external validity, we would like to emphasize that our results are based on 

only three private equity companies over three years (2009-2011), which may influence the results. 

Furthermore, due to specific characteristics in primary care, the results may not be applicable to 

other industries. Hence, in order to increase the external validity, we would suggest analyzing a 

larger sample of private equity companies over a longer time period. This would reduce the risk of 

misleading results due to small sample size or time-dependent variables such as macroeconomic 

developments, economic downturns etc.  

 

4.2.3.2 Reliability 

 

We also believe that our results have a high degree of reliability. We have only used 

publicly available financial information and analysis has been made in Microsoft Excel 2007, which 

enables external researchers to obtain the same results by using the same data and methodology. 

Furthermore, since definitions of financial performance metrics may vary, we have included our 

definitions in appendix 8. All of these factors contribute to a high level of reliability. 
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4.3 Research part C: LBO analysis 

 

 This chapter tests hypotheses number 5 and 6 outlined in section 2.1. Private equity 

companies are often criticized for using significant operational improvements and cost saving 

programs post-buyout at the expense of healthcare quality. This notion is tested by comparing 

financial performance for a representative sample of buyouts made by private equity companies in 

Swedish primary care and comparing pre-/post-buyout performance to the performance of a 

representative peer group of other privately held primary care units.  

 

4.3.1 Data and data sources 

 

 In order to compare financial performance of LBO’s in Swedish primary care, we have 

identified relevant deals and used a representative peer group of privately held companies to 

benchmark against.  The first step in our analysis was therefore to identify relevant LBO’s in the 

Swedish primary care sector, for which we have used the financial databases Mergermarket
15

, 

Zephyr
16

 and Affärsdata
17

. By triangulating information from these three databases we have been 

able to identify five relevant LBO’s for which there are financial information available: C&N 

Medtjänst, Husläkarna i Kungsbacka, Hälsobackens läkargrupp, Medicin Direkt i Östersund and 

Medicinskt Centrum i Norrköping (see appendix 10). We are aware that this sample is rather limited 

and that general conclusions should be drawn with caution from such a small sample of 

observations. However, since privatization of Swedish primary care is a relatively new 

phenomenon, we have chosen to focus on the quality and the relevance of the deals rather than on 

quantity. Nonetheless, it is important that the reader is aware that the results are based on a limited 

sample. Ideally, the results from the LBO analysis and the financial operating analysis should be 

seen as complementary and conclusions should preferably be drawn when considering both 

analyses simultaneously.  

One potential improvement to the LBO analysis may be to have buyouts made by each of 

the companies Aleris AB, Capio AB and Carema Sjukvård AB and potentially also their owners if 

                                                 
15

 www.mergermarket.com  
16

 https://zephyr2.bvdep.com  
17

 www.affarsdata.se  

http://www.mergermarket.com/
https://zephyr2.bvdep.com/
http://www.affarsdata.se/
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they have made other LBOs in Swedish primary care. However, due to data scarcity, we have only 

been able to retrieve a sample of 3 Carema buyouts and 2 Neron
18

 buyouts.  

 The second step in our analysis was to identify a relevant peer group to use as benchmark 

for financial performance over the same period as the deals have taken place. As suggested by 

Bergendorf and Gremillet (2012), we use the Capital IQ database filtering by primary care and 

Sweden. Our general decision rule has been the same as for the healthcare quality analysis, i.e. that 

a company must have been held for at least six months in any given year in order for that year to be 

assigned the new owner. This filtering gives us a sample of 34 companies that for the purpose of 

our analysis represent the market performance in a respective buyout year (see appendix 9 for a list 

of primary care companies included in the peer group).  

When we defined the peer group, we collect financial information on all peer group 

companies and use this data to create benchmark performances for each respective LBO year. This 

means that for “C&N Medtjänst”, which was acquired by Carema in 2008, we look at the two-year 

average performance pre- and post-buyout (2007-2008 and 2009-2010) for the LBO and the peer 

group. This method of comparing two-year average financial performance pre-/post-buyout is 

according to Lundsten and Löfqvist (2011) and Bergendorf and Gremillet (2012) an efficient 

method for evaluating and comparing financial performance when a sample is limited and financial 

information only is available for a shorter time period. This method is used to calculate nine 

financial performance measures for each respective buyout year (2007-2010): Revenue growth, 

Revenue/employee, Personnel cost/employee, Personnel cost/revenue, EBITDA margin, EBIT 

margin, Profit margin, NWC/revenue and Return on invested Capital (ROIC).  

After calculating two-year averages pre-/post-buyout of the nine financial measures for all 

five LBO’s and the peer group for each respective year, we compare the change in financial 

performance. The change in financial performance for any given financial metric is calculated as 

the increase/decline in financial performance for the LBO minus the increase/decline for the peer 

group:  

 

(Two-year average post-buyout performance [LBO] - Two-year average pre-buyout 

performance [LBO]) – (Two-year average post-buyout performance [Peer group] - Two-year 

average pre-buyout performance [Peer group] 

 

                                                 
18

 Neron is a Swedish care provider. We have chosen not to include Neron in this report due to its small size compared 

to the other private equity-owned care givers (http://www.neronhsu.se/om-neron.html) 

http://www.neronhsu.se/om-neron.html


58 

 

To further clarify our calculations, we will use C&N Medtjänst as an example. Table 8 

below shows that the company was acquired during 2008 (in this case in December 2008), which 

means that the pre-buyout period will consist of the performance in 2007 and 2008 whereas the 

post-buyout period will be 2009-2010. We therefore calculate C&N Medtjänst’s average financial 

performance for 2007-2008 (pre-buyout) as well as 2009-2010 (post-buyout) and do the same for 

the peer group. These results are then put into the above formula, which gives us the net difference 

in performance between the LBO and the peer group. The results are shown in appendix 10.  

 
Acquirer LBO 2005 2006 2007 2008 2009 2010 

Carema C&N Medtjänst Aktiebolag     Pre-buyout Pre-buyout Post-buyout Post-buyout 

Carema Husläkarna i Kungsbacka   Pre-buyout Pre-buyout Post-buyout Post-buyout   

Carema Hälsobackens Läkargrupp     Pre-buyout Pre-buyout Post-buyout Post-buyout 

Neron Medicin Direkt i Östersund AB Pre-buyout Pre-buyout Post-buyout Post-buyout     

Neron Medicinskt Centrum i Norrköping     Pre-buyout Pre-buyout Post-buyout Post-buyout 

 

Table 8. Timeline of LBO occurrences 

 

4.3.2 Empirical results 

 

 After calculating the difference for each of the nine financial performance metrics 

individually by LBO, we compare the results to the applicable peer group. These results are then 

benchmarked, summarized and shown in table 9 below. Table 9 shows the absolute performance 

pre- and post-buyout for each of the five LBOs as well as the respective peer group.  

 

LBO 
Revenue 

Growth 

EBITDA 

margin 
EBIT margin Profit margin NWC/revenue ROIC 

 Pre Post Pre Post Pre Post Pre Post Pre Post Pre Post 

C&N Medtjänst 21,5% -26,4% 21% 32% 20% 31% 10% 6% 25% -29% 52% -97% 

Peer group 98% 23% 13% 10% 11% 8% 11% 8% 16% 7% 44% -15% 

Husläkarna i 

Kungsbacka 
61,5% 87,1% 2% 9% 1% 8% 0% 0% -4% -3% 27% 424% 

Peer group 35% 23% 12% 11% 11% 10% 11% 10% 17% 7% 75% 39% 

Hälsobackens 

Läkargrupp 
22,0% 161,9% 5% 1% 5% 0% 1% -1% 18% 6% 16% 2% 

Peer group 98% 23% 13% 10% 11% 8% 11% 8% 16% 7% 44% -15% 

Medicin Direkt i 

Östersund 
79,7% 208,7% -11% -2% -15% -5% -17% -6% 1% -3% -41% -41% 

Peer group 6% 35% 10% 12% 9% 11% 9% 11% 12% 16% 74% 44% 

Medicinskt 

Centrum i 

Norrköping 

23,6% 108,6% 11% 9% 10% 7% 7% 4% 21% 2% 16% 2% 

Peer group 98% 23% 13% 10% 11% 8% 11% 8% 16% 7% 44% -15% 

 

Table 9. Financial performance by LBO compared to peer group 
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4.3.2.1 Superior financial value for private equity LBO’s  

 

 As shown in table 9 above, the LBOs have on average outperformed the peer group. It is 

mainly the metrics Revenue growth, Revenue/employee and ROIC that stand out as favorable for the 

LBOs. On average, the LBOs achieved a revenue growth which was more than twice that of the 

comparable peer group, potentially indicating that aggressive growth strategies have been deployed 

by private equity companies. This argument is in line with our previous reasoning with regards to 

the financial operating analysis in section 3. Moreover, ROIC is higher for the LBOs compared to 

the peer group, but this is mainly driven by an exceptional result achieved by Husläkarna i 

Kungsbacka. However, on an aggregate level the LBOs have achieved superior financial 

performance compared to the peer group, which leads us to confirm hypothesis 5, which states that 

private equity buyouts have achieved superior financial performance post-buyout.   

 

4.3.2.2 Large differences in financial performance between private equity LBO’s  

 

 The LBO analysis has also enabled us to investigate hypothesis 6 and the notion that there 

are differences in financial performance for different LBOs. Our results show that there are 

differences, primarily in terms of the parameters Revenue growth, Revenue/employee, Personnel 

cost/revenue and ROIC. For example, C&N Medtjänst achieved inferior results to the other LBOs. 

Furthermore, Husläkarna i Kungsbacka is superior in terms of ROIC whereas Hälsobackens 

läkargrupp achieved the highest revenue growth. These results lead us to confirming hypothesis 6. 

The notion that private equity companies work to increase capital efficiency (Loos, 2006; Kitching, 

1989) is also supported by our results. In all cases except for one (Husläkarna I Kungsbacka), the 

LBOs had relative decreases in net working capital (NWC) / revenue compared to the peer group. A 

decline indicates that operating liabilities in relation to operating assets have grown, which in turn is 

in line with more efficient capital structure and utilization. 

 

4.3.3 Data validity and reliability 

 

4.3.3.1 Validity 

 

As for the financial operating analysis, the LBO analysis only uses publicly available 

financial information and nine different financial performance metrics. Furthermore, the peer group 

consists of 34 privately owned primary care units, which should be sufficient as benchmark for 
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financial performance. We have also used three different sources for identifying completed buy-

outs in the Swedish primary care sector.  This triangulation contributes to a high level of construct 

validity (Yin, 2009). In terms of internal validity (Yin, 2009), we have made sure to use publicly 

available information and commonly used financial performance metrics as benchmark to ensure 

that we interpret results correctly and that the internal validity of our results remains high. In terms 

of external validity and the ability to generalize the results beyond this study (Yin, 2009), we would 

like to emphasize that the LBO analysis is based on five buy-outs in the Swedish primary care 

sector. Since this is a rather small sample, we advise the reader to use caution when applying these 

results to other sectors and regions. To increase the external validity of this report, we would 

suggest analyzing a larger sample of buy-out over a longer time period. We also welcome studying 

the financial performance of buy-outs in specialized healthcare as this may differ from primary 

care. However, we believe that our results have a high level of external validity for the purpose it is 

intended to be used: to compare private equity ownership to other ownership types in the Swedish 

primary care sector.   

 

4.3.3.2 Reliability 

 

 The design of the LBO analysis is such that external researchers should be able to obtain the 

same data (using the same or alternative financial databases), analyze them in the same manner and 

arrive at the same results. Firstly, financial information is publicly available and since we have 

included a complete list of buy-outs as well as peer group companies (see appendix 9 and 10), the 

information should be relatively easy to obtain. Secondly, we use nine common financial 

performance metrics and their individual definitions are located in appendix 8. Hence, the reliability 

of the results is high. 
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4.4 Research part D: Interviews 

 

 The purpose of this section is to contribute to existing knowledge and literature about the 

private equity model and how it might affect (Swedish) welfare sectors. Hence, we have conducted 

interviews to use as validation tool for our results. The interviews have enabled us to cross-check 

many of our findings with highly experienced people with insights into private equity as well as 

primary care. During the course of the project, we have therefore conducted a total of ten interviews 

with company management, private equity professionals and one employee at a private equity-

owned primary care unit (see appendix 11 for a complete list of all interviewees).  

 

4.4.1 Data and data sources 

 

 Our ambition has been to conduct interviews with representatives from each company 

examined in this report, i.e. Aleris AB, Capio AB, Carema Sjukvård AB and Praktikertjänst AB as 

well as their owners. However, representatives from Carema Sjukvård chose not to participate. 

Furthermore, representatives from KKR (owners of Carema), Triton Advisers (owner of Carema) 

and Nordic Capital (owner of Capio) have also chosen not to participate. It has also been hard to 

gain access to employees due to internal agreements and general skepticism toward external 

scrutiny. Despite this, we are confident that our respondents provide a solid foundation for building 

on existing theoretical insights.  

The interviews have been of semi-structured nature (Bryman & Bell, 2005), which means 

that we have used pre-defined discussion topics and questions, but the respondents have been 

allowed to divert from the questions if we deem this would lead to useful insights. All interviews 

except for the interview with respondent B have been conducted via telephone (respondent B gave 

input by individually answering the questions and sending the input in written format). The 

telephone interviews were superior in terms of discussion value since it enabled us to extract more 

information and gain deeper insights than which was possible through written questionnaires. 

Interview questions have been designed so the answers are applicable to our empirical results and 

the discussion of our hypotheses. We have used one set of questions for company management, one 

for private equity professionals and one for employees (please see appendix 12-14 for a detailed 

outline of questions asked during the interviews). On an aggregate level, the questions have been 

split up into three main areas: Healthcare quality, Industry dynamics and political risk and financial 

value creation. However, actual topics discussed have varied depending on respondent.  
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4.4.2 Empirical results 

 

During our interviews we asked the respondents to rank value creating mechanisms from 1-

4 (1 being the highest) after their relative importance for financial value creation (a total of eight out 

of nine respondents chose to answer the question). Assigning 4 points to the most important, 3 

points to the second most important and so forth, gives us the ranking shown in the below table. As 

shown, the respondents consider strategic engineering the most important mechanism for healthcare 

quality, closely followed by operational and corporate governance engineering. Since these three 

mechanisms have similar scores, we conclude that they are all important for healthcare quality. 

However, financial engineering is generally considered of less importance.  

 

Rank Engineering mechanism Points (max 32) 

1 Strategic 25 

2 Operational 24 

3 Corporate governance 23 

4 Financial 8 

 

Table 10. Relative rank of value creating mechanisms for healthcare quality 

 

We also asked the respondents to rank value creating mechanisms in the same way as above 

after their importance for financial value creation (a total of six out of nine respondents asked chose 

to answer the question). Using the same methodology as above gives us the ranking shown in the 

below table. As shown, the respondents consider operational engineering the most important 

mechanism for financial value creation whereas financial engineering is generally considered of less 

importance. Since the difference between operational and corporate governance engineering is 

rather large, we conclude that operational and strategic engineering is relatively more important for 

financial value creation than corporate governance engineering. However, all five company 

management respondents who were asked to rank value creating mechanisms emphasized corporate 

governance engineering to be a prerequisite for high healthcare quality. The main reason why they 

did not rank corporate governance engineering as the most important factor is that it is perceived to 

be a hygienic factor, i.e. a necessity to enable efficient use of other mechanisms, but not necessarily 

the mechanism that distinguishes acceptable healthcare quality from great healthcare quality. 
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Rank Engineering mechanism Points (max 24) 

1 Operational 21 

2 Strategic 18 

3 Corporate governance 15 

4 Financial 6 

 

Table 11. Relative rank of value creating mechanisms for financial value creation 

   

In appendix 15-17 we have summarized the answers given by respondents. We will present 

and discuss outcomes from the interviews in greater depth in the analysis section (section 5), but 

there are a few important key take-aways from the interviews: 

 

 Patient-recorded quality (PREM) is equally, maybe even more, important than “hard” 

medical measures for healthcare quality 

o Respondents rank “soft” parameters as equally or more important to healthcare 

quality than “hard” parameters, which validates our choice of NPE as quality 

indicator in research part A. 

 

 There is no clear consensus about the relative importance of value creating mechanisms for 

healthcare quality 

o Ranking of financial value creating mechanisms and their importance for healthcare 

quality vary among respondents. 

o However, financial engineering is generally considered of less importance. 

 

 Operational and strategic engineering are most important for financial value 

o Four out of six respondents asked say operational engineering is the most important 

mechanism in creating financial value and two out of six emphasize strategic 

engineering as the most important mechanism. 

o Corporate governance engineering is considered a hygienic factor, i.e. a necessity for 

other mechanisms to work efficiently. 

 

 Standardization and organizational flexibility are main contributors to revenue growth and 

financial value 

o Five out of six respondents emphasize standardization of procedures and systems 

across primary care units as key in delivering superior financial value. 
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 Political risk, public scrutiny and media attention seem to have an impact on employees and 

corporate culture/morale 

o Some are affected by criticism but not to the extent that they are deterred from 

working in or making new investments in Swedish primary care  

 

4.4.3 Data validity and reliability 

 

4.4.3.1 Validity 

 

 In order to ensure a high level of construct validity, we have selected ten respondents from 

three different perspectives: company management, private equity professionals and employees. 

Interviews results and findings from each of the three perspectives often converge, which 

strengthens the construct validity of the report. Furthermore, we use previous knowledge and 

literature to verify our findings and analysis conclusions. This triangulation ensures significantly 

reduces the probability of drawing the wrong conclusions, which in turn increases the internal 

validity of our results. Furthermore, many of the answers given by respondents were as would be 

expected in the literature as well as previous interviews we have conducted (Karlsson and Lilja, 

2011). This increases the external validity of the results as the findings are more easily applied to 

other situations when there are many different sources with similar results (Yin, 2009). We would 

however like to emphasize that the findings are built on only ten interviews, which may be 

considered a rather small sample to generalize results upon. Nonetheless, since the results are so 

strongly supported by previous findings, we believe that the main conclusions are applicable to 

other studies and research themes and that the report thus have a high level of external validity. 

  

4.4.3.2 Reliability 

 

 Regarding the ability for external researchers to use the same data and methodology and 

arrive at the same results, we see no major obstacles. However, there are two factors that 

significantly impacts the results: 1) selection of respondents and 2) interview questions and 

methodology. Firstly, in order to obtain similar results, the reader should ensure that the selection of 

respondents is similar to that of the one used in this thesis. Please refer to appendix 11 for a 

complete list of respondents and their respective positions. However, due to privacy enquiries, we 

have chosen not to publish any of the names of our respondents nor their employers. Secondly, it is 
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extremely important that the interview questions are comparable and that they are asked in a similar 

way. We have used semi-structured interviews, which may mean that some topics are more 

explored than other and that the order of questions asked may vary. However, we are certain that 

the report holds a high degree of reliability if external researchers are aware of these factors and 

adjust the research methodology accordingly.  
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5. Analysis and discussion  

  

 This section further explains our findings, discusses their origins and implications and gives 

recommendations how to work differently in the future to maximize both healthcare quality and 

financial performance. As a basis for discussion we use previous literature and findings and apply 

these insights to our empirical results as potential explanatory factors. According to the structure of 

the analysis, the section is divided into two main sections: Healthcare Quality and Financial 

Performance. We present in-depth discussions on each individual hypothesis (section 2.1) and 

accompanying results.  

 

5.1 Private equity ownership and its impact on primary care quality 
 

 Our analyses show that private equity-owned companies on average have been able to 

outperform public ownership for all eight healthcare quality parameters used in the NPE. At the 

same time Praktikertjänst has outperformed all private equity-owned companies in terms of all eight 

NPE indicators. Furthermore, there are large differences in healthcare quality among private equity-

owned care givers. This section aims to discuss hypothesis 1 and 2, as well as potential explanations 

for different levels of healthcare quality across ownership types. We predominantly focus on the 

four value creating mechanisms within private equity: operational engineering, corporate 

governance engineering, strategic engineering and financial engineering. However, we also discuss 

the implications of other factors such as socioeconomic conditions and how these may influence the 

assessment of care need in a given population. 

 

5.1.1 Importance of soft parameters in measuring healthcare quality 

 

 According to researchers such as Campbell et al (2001), Isaac et al (2010), Kontopantelis et 

al (2010) and Häger Glenngård & Anell (2012), soft parameters and patient evaluations are valid 

tools for measuring healthcare quality. For example Isaac et al (2010) investigated the correlation 

between patient-recorded satisfaction and hard medical quality parameters for 800 hospitals and 

found that this correlation was strong. This finding supports the use of patient reported measures as 

reliable determinants of healthcare quality as observed by Lindblom (2012). Our interviewees also 

suggest that soft parameters and patient recorded experience measures (PREM) are important 

metrics in measuring and comparing healthcare quality. As shown in appendix 15, all five 
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respondents (B-F) indicate that soft parameters are as important, or more important, than hard 

parameters (a score of 2,5 indicates that soft and hard parameters are equally important, whereas 

scores above 2,5 indicate that soft parameters are relatively more important than hard parameters 

for healthcare quality). The arithmetic average of the five answers is 3,0, which indicates that soft 

parameters are of greater importance than hard parameters in terms of primary healthcare quality 

assessment and measurement. Furthermore, five out of six respondents indicate that the NPE is used 

as a tool in measuring and following up internally on healthcare quality.  

Interestingly, our interviews also indicate that the relative importance of soft parameters 

decline as the healthcare service becomes more specialized. According to respondent F, perceived 

quality factors such as waiting time (availability), personal treatment, trust etc. are most important 

in primary healthcare quality whereas hard parameters and medical metrics become increasingly 

important as the services become more specialized (for example surgery, advanced diagnostics etc). 

This is quite on the contrary to Lindblom’s (2012) view on the complementary aspects of 

experience and outcome oriented measures. According to her findings, experience and outcome 

oriented quality measures are not interchangeable and are both valuable to measure in order to grasp 

a wider understanding of quality from a patient’s perspective (Lindblom, 2012).  

 

 

 

Figure 7. Interview finding: Relative importance of soft and hard parameters for primary care vs. 

specialized care 

 

 More importantly, our interview findings confirm the usability and effectiveness of NPE’s 

quality metrics when measuring primary healthcare quality. The importance is based on the 

survey’s large implications on overall quality assessment of Swedish primary care and thus for 

accurate assessment of privatization of Swedish primary care.  

Primary care Specialized care

Hard parameters

Soft parameters

100%
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According to the Swedish Competition Authority (2012), a prerequisite for “quality 

competition”, i.e. the competitive situation that occurs when prices are fixed (Svensson & Edebalk, 

2006), in Swedish primary care is that patients make active choices about which primary care unit 

to receive treatment from. There are two main components to an active choice: available 

information and low switching barriers. Firstly, according to the Swedish Competition Authority 

(2012), in more than half of all regions, 95% of the patients know about the possibility to freely 

choose primary care unit and two out of three patients believe that they have received sufficient 

information to make an active choice. Hence, there is currently sufficient available information to 

support quality competition in the Swedish healthcare sector. Secondly, switching barriers are 

generally low as 79% of all inhabitants have short distance to an alternative primary care unit (only 

5 minutes extra by car) (Jönsson et al, 2012).  

However, one factor not mentioned by the Swedish Competition Authority (2012) is 

patients’ own ability to determine and compare primary healthcare quality. This is extremely 

important, as there according to our research and interviewees currently does not exist a coherent 

and centralized database with hard parameters. All respondents emphasize the need for a national 

initiative for measuring healthcare quality (Appendix 15). According to respondent F, it is currently 

not possible to compare healthcare quality with hard parameters on a national level due to 

differences in regional recording standards. Once again, the complementary aspects of soft and hard 

metrics for an accurate assessment of healthcare quality are evident, very much in accordance with 

Lindblom’s (2012) view on the complementary aspects of experience and outcome measures. 

However, in accordance with our respondents’ request for a national initiative to measure outcome 

oriented quality parameters more coherently across regions, we believe that this would significantly 

improve quality monitoring. It would enable measuring and comparing not only service level but 

also medical outcome and improvements in patients’ health.  

 To conclude, patient reported experience measures, (soft measures), such as the ones used in 

the NPE, serve as useful and valuable tools for measuring primary healthcare quality. However, we 

welcome the initiative to start monitoring and measuring hard outcome related parameters on a 

national level to enable coherent quality comparison. Ideally, this information would be 

summarized in the same format as the NPE and then sampled so that patients are able to compare 

both soft and hard parameters across primary care units.  
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5.1.2 Explanations for differences in healthcare quality 

 

The conducted healthcare quality analysis (section 4.1) indicates that private equity-owned 

care givers (Aleris AB, Capio AB and Carema Sjukvård AB) on average have outperformed public 

ownership for all eight NPE parameters (see appendix 2-6). However, as mentioned in our empirical 

results section, Praktikertjänst AB has outperformed all private equity-owned companies in terms of 

the eight NPE indicators. Based on these results, and the fact that the sample of public care givers is 

larger than that for Praktikertjänst (see table 1), we partly confirm hypothesis 1 that private equity-

owned primary care units have achieved inferior healthcare quality compared to other ownership 

types. Unfortunately, we have not been able to retrieve first hand healthcare quality data for public 

primary care units and were thus not able to conduct statistical analysis for public ownership. 

However, building on the findings of Bergendorf and Gremillet (2012) we conclude that private 

equity ownership has a slightly higher level of healthcare quality compared to publicly owned 

primary care units but significantly lower than Praktikertjänst AB. Even though this result is 

interesting in itself, the really interesting part is to investigate what explains these differences. 

 

5.1.2.1 Non-explanatory factor: Socioeconomic conditions 

 

 One potential explanation for the differences in healthcare quality scores between publicly 

owned, private equity-owned and Praktikertjänst AB could be differences in socioeconomic 

conditions in the patient base. Häger Glenngård and Anell (2012) argue that socioeconomic 

conditions in a given population may influence the need for healthcare in that given population. 

Statistics Sweden (2010) presented seven socioeconomic factors that may influence the overall need 

for healthcare in what they call Care Need Index (CNI). Factors such as share of population born in 

a foreign country, share of population with higher education, share of population that are 

unemployed etc. that may influence the need for healthcare. Furthermore, Häger Glenngård and 

Anell (2012) argue that these socioeconomic factors influenced perceived quality, as measured by 

PREM. This is also in line with previous research by SALAR (2011), which found that patients of 

foreign origin generally perceived healthcare to be less available to them. This is also in line with 

research made by Kontopantelis et al (2010) and Campbell et al (2001), as mentioned above. These 

researchers also found that patients from less fortunate socioeconomic conditions generally perceive 

the healthcare to be of poorer quality.  
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 Given the results from our analyses, socioeconomic factors may be an explanatory factor, 

but is unlikely to explain 100% of the difference in healthcare quality between different ownership 

types. Bergendorf and Gremillet (2012) investigated the difference in healthcare quality between 

four ownership groups: private equity, public, Praktikertjänst AB and other private. The authors 

found that external factors such as the factors included in the CNI did not fully explain differences 

in healthcare quality, i.e. the “results are robust to external factors” (Bergendorf and Gremillet, 

2012). This finding is interesting as it implies that the difference cannot be explained by differences 

in patient population but rather operational and strategic differences that influence a patients 

experience and overall perceived quality. It can also be argued that the difference in health care 

quality between private equity-owned care givers is to a lesser extent explained by socioeconomic 

conditions as the patients is possibly more homogenous between private equity-owned care givers 

than between for example Praktikertjänst AB and public care units. 

 

5.1.2.2 Non-explanatory factor: Number of listed patients per primary care unit 

 

Another potential explanation for the differences in healthcare quality is a superior 

operational setup in terms of size of primary care units. In table 1, it is illustrated that 

Praktikertjänst has lower average number of listed patients per health center compared to Capio AB, 

Carema Sjukvård AB and public ownership (data for Aleris AB and other private is not available). 

Häger Glenngård & Anell (2012) found that the size of primary care unit (measured by number of 

listed patients) is negatively correlated with score on NPE indicators, which is also in line with 

previous findings made by Kontopantelis et al (2010) and Campbell et al (2001). These researchers 

found that smaller care givers tend to achieved superior scores for PREM compared to larger care 

givers. This notion is also supported by our interviews as two out of three respondents argue that 

operational differences in terms of care unit size is a central determinant of high healthcare quality 

scores in the NPE. In accordance with Gerdner’s (1998) theory on importance of having well 

educated and service-minded staff to achieve high perceived quality, respondent C and E stressed 

the ability to create an engaging and service-minded corporate culture as very important in 

achieving high PREM scores, an ability that is heavily dependent on the size of the care unit. There 

are two main explanations for this correlation: the amount of time available to spend on patients and 

the ability for company management to be involved in daily routines and deploy efficient corporate 

governance systems. The first point can partly be associated to the fact that smaller care units by 

definition have lower number of patients as well as less administrative procedures and thus arguably 
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more amount of time per patient. However, it can also be related to operational engineering (see 

section 3.1.3.3), i.e. the ability to deploy efficient operational systems in order to free up time to 

spend on patients. Our interview findings suggest that it is easier to deploy such mechanisms in a 

small primary care unit due to less organizational frictions (hierarchical structure etc.), in line with 

Easterwood, Seth et al.’s (1989) and Singh’s (1990) suggestion that private equity portfolio 

companies often are characterized as less bureaucratic with enhanced speed of decision making 

through operational efficiency. To conclude, size is one explanatory factor as to why Praktikertjänst 

AB has achieved higher NPE scores for all eight quality indicators. This is because of lower 

organizational frictions due to the ability to deploy a flatter organizational structure, which reflects 

in 1) the ability to deploy efficient operational mechanisms and 2) to deploy efficient corporate 

governance mechanisms.  

Even though size may be a determinant of healthcare quality, we deem it unlikely that it 

explains 100% of the difference across ownership types as Capio AB on average has more listed 

patients per primary care unit compared to public ownership (see table 1) but has achieved superior 

scores in the NPE (see appendix 2-5). Hence, neither socioeconomic factors nor size in terms of the 

number of listed patients are able to explain 100% of the difference in healthcare quality between 

different ownership types. This opens up for an interesting discussion on the impact of the private 

equity model and what impact individual value creating mechanisms have on patient perceived 

healthcare quality.  
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5.1.2.3 Operational engineering 

 

5.1.2.3.1 Organizational design 

 

Operational engineering and improvements may be another factor influence service level 

and thus patient perceived healthcare quality. In the public debate, operational improvements and 

changes are mainly regarded to be related to lay-offs and other “unproductive” changes, but 

according to research its impact with respect to employment and wages differ  (Kaplan, 1989; 

Lichtenberg & Siegel, 1990; Arness & Wright, 2007). However, through the public debate, 

operational engineering has come to be regarded as having a negative impact on healthcare quality. 

As mentioned, this is not always the case. For example, according to Boucley et al (2011) access to 

capital after a buyout stimulated increases in employment and one could argue that these kinds of 

operational improvements could have a positive impact on healthcare quality. Our findings however 

show that operational improvements play an important role in delivering high healthcare quality. In 

fact, three of our company management respondents argue that the inability to work efficiently on 

the operational level is a major reason to why public care units achieve lower NPE scores compared 

to Aleris AB, Capio AB and Praktikertjänst AB. For example, all respondents emphasize 

hierarchical structure as an explanatory factor as to why healthcare quality is inferior in public 

healthcare units. This was also confirmed by the interview with an employee at a private primary 

care unit (respondent J). Respondent J has previously worked for public primary care units as well 

as Capio AB and Praktikertjänst AB, indicating that the respondent has deep knowledge about the 

work situation at primary care units of various ownership types. Respondent J argues that 

employees’ ability to deliver high quality healthcare is greatly affected by their ability to influence 

their own work tasks. In turn, the respondent argues that this ability is significantly lower in public 

primary care units as well as larger primary care units due to hierarchical frictions. This is in line 

with Häger Glenngård & Anell (2012) and their findings that size is a determinant of healthcare 

quality. It thus seems that organizational frictions and hierarchical imperfections have a negative 

impact on healthcare quality. This is a very interesting result as it tells us that organizational 

structure helps to explain the lower level of healthcare quality in publicly owned primary care units. 

Furthermore, it implies that publicly owned primary care units cannot compete with private care 

givers without reducing unnecessary organizational processes and reducing the amount of 

hierarchical complexity. Thereby, one could argue that publicly owned primary care units could 

draw lessons from the superior quality results in privately owned healthcare units and the findings 
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by Easterwood, Seth et al (1989), who found that private equity companies tend to introduce new 

mechanisms and systems characterized by a lower degree of bureaucracy post buyout. 

 Our interviews with private equity professionals (see appendix 16) suggest that alignment 

of interests between company management, employees and owners (private equity companies) is a 

specific characteristic of private equity ownership. According to respondent G, alignment of interest 

is something that distinguishes private equity ownership from other ownership types as well as 

successful private equity companies from less successful ones. We will discuss this more in section 

5.1.2.2 about corporate governance engineering.  

 

5.1.2.3.2 Sense of urgency and productivity improvements 

 

Another interesting finding from our analyses and interviews is that productivity 

improvements, for example reducing overhead costs, are a significant component of value creation 

in the private equity model. This is in line with Singh (1990) who found that private equity 

companies tend to buy out companies with a higher level of “slack”, i.e. a higher potential for cost 

reductions and specifically overhead costs. Our interview findings show that two out of three 

respondents say that the possibility to reduce overhead and increase cost efficiency is a major 

determinant of whether a company is deemed an attractive investment or not. Hence, the potential 

for cost reductions and efficiency improvement initiatives is a major part of an investment decision. 

This notion is also supported by respondent J, who argues that overhead (in terms of unnecessary 

office space) has been reduced post buy-out, but also that some work tasks (mainly administrative 

tasks) have been centralized. Respondent J feels that this has enabled increased focus on 

employees’ core knowledge and more available time to spend on serving patients. Furthermore, two 

of our company management respondents also argue that centralizing certain work tasks is a 

specific characteristic of private equity ownership that provides superior possibilities for employees 

to focus on their core knowledge. These findings could also be an expression of the type of 

corporate governance engineering related changes private equity firms tend to implement in order to 

exert close control over company management, thereby minimizing agency problems (Berle & 

Means, 2002; Meckling & Jensen, 1976; Fama 1980; Fama & Jensen, 1983; Jensen, 1986; Smith, 

1990). 

Apart from increasing cost efficiency post buy-out, private equity companies also tend to 

create a certain “sense of urgency” to pressure their portfolio companies to show superior 

performance, reminding of the outsourced controlling function of financial engineering that stems 
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from the need to serve debt as a consequence of leverage (Baker & Montgomery, 1994; Jensen, 

1986). According to respondent H, this sense of urgency is a major distinguishing factor between 

private equity ownership and other ownership types, and the notion is that employees as well as 

company management deliver superior business results if they are given incentives to do so within a 

specific time period. It may thus be argued that private equity-owned care givers experience the 

need to deliver high healthcare quality fast. Since private equity funds have a limited contractual 

lifespan of around 10 years (Demaria, 2010), after which potential profit must be returned to 

investors (Mayer & Mathonet, 2005), the need for delivery is perhaps more apparent within this 

ownership structure than others.  The sense of urgency could thereby be related to private equity 

companies’ ability to follow up on business performance. Even though we will discuss corporate 

governance engineering more in-depth in section 5.1.2.2, worth mentioning is that several of our 

respondents feel that private equity-owned care givers generally have well functioning follow up 

systems to monitor healthcare quality than other public and private owners. This also gives private 

equity companies the ability to apply mitigating actions when necessary to resolve potential quality 

defects. Given the results-oriented nature of private equity owners, it might thus be argued that 

these care givers have the ability to more quickly handle potential quality problems. Conversely, 

due to a generally perception of a high level of bureaucracy in public organizations, public care 

givers are less well-equipped to infuse mitigating actions within a reasonable time frame. This 

reasoning would help explain the higher level of healthcare quality for private equity-owned care 

givers compared to public ownership.  

 

5.1.2.3.3 Standardization 

 

 Another interesting finding from our interviews is that the process of implementing coherent 

and consistent mechanisms and quality monitoring systems across primary care units, may help to 

explain the relatively low healthcare quality for public primary care units compared to private 

(equity) ownership. As mentioned in section 3.3, processes and methods for measuring and 

evaluating healthcare quality in the Swedish primary care sector is relatively new, and before 

projects such as the Open Comparisons (OC) was quite independent across regions and 

municipalities (SALAR, 2011). As a result of this independence, best practices and knowledge of 

value-adding activities and services are less likely to be shared across public primary care units in 

different regions and municipalities. Hence, public primary care units are less able than private 

equity-owned care givers to learn from each other in measuring, evaluating and following up on 
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healthcare quality. Conversely, private care givers tend to have a greater focus on organizational- 

and productivity improvements (Gadiesh and MacArthur, 2008), where shared knowledge and work 

processes across healthcare units might help avoid inventing the wheel over and over. Given that 

the systems and best practices contribute to high healthcare quality, focusing on knowledge transfer 

inevitably gives private care givers an advantage compared to public alternatives in delivering 

superior healthcare quality. This may partly be explained by the fact that best practices are applied 

to all care units, but also by the fact that a relatively homogenous service is given to patients. This 

means that patients know what to expect when choosing for example an Aleris AB or Capio AB 

care unit, and in accordance with Gummesson (1991) any lack of service (or quality) is more likely 

to be interpreted as incidental or accidental if the overall image is positive. On the other hand, 

service level and healthcare quality may differ substantially between public primary care units. This 

reasoning is in line with Bergendorf and Gremillet’s (2012) finding that the spread in healthcare 

quality (difference between lowest and highest NPE score) is larger for publicly owned primary 

units compared to private ownership. Two out of three respondents also support our reasoning in 

that having an efficient and lean organization may lead to superior healthcare quality as non-value 

adding procedures and processes are minimized whereas value-maximizing activities are 

emphasized. Furthermore, the respondents argue that it is significantly easier to apply a best 

practice to a new care unit compared to designing new systems and standards from scratch. 

According to Jensen (1989:2) operational engineering is regarded as a primary source of value 

creation in private equity, and their ability to standardize processes and systems across business 

(healthcare) units may support this view and make up another explanatory factor as to why private 

equity-owned care givers have been able to outperform public primary care units over the period 

2009-2011. 

An interesting implication of our analyses and interviews is that we can confirm hypothesis 

2 - that there are significant differences in healthcare quality among private equity-owned care 

givers. Building on conclusion that external socioeconomic factors cannot fully explain the 

difference, the notion is that Aleris AB, Capio AB and Carema Sjukvård AB’s ability to deploy 

efficient operational and corporate governance mechanisms have been mixed. This implication 

opens up for further research on where differences between private equity companies originate from 

and what mix of operational engineering mechanisms is the most optimal, but considered to be 

beyond the scope of this analysis. 
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5.1.2.4 Corporate governance engineering  

 

To enable successful implementation of operational improvements as well as information 

sharing, it is essential to have competent management. Moreover, to mitigate the risk for 

opportunistic behavior you need a well-functioning corporate governance structure (Fama, 1980; 

Demsetz, 1983; Jensen, 1988). In fact, all seven respondents who were asked to rank value creating 

mechanisms after their individual importance for healthcare quality, emphasized the need for an 

efficient corporate governance system. They argue that healthcare quality is highly correlated with 

the management’s ability to deploy efficient corporate governance mechanisms, and respondent C 

claims that management must be able to create an engaging and service-minded workspace in order 

to deliver high healthcare quality. In fact, all five company management respondents who were 

asked to rank value creating mechanisms emphasized corporate governance engineering (see 

section 3.1.3.1) to be a prerequisite for high healthcare quality. The main reason why they did not 

rank corporate governance engineering as the most important factor is that it is perceived to be a 

hygienic factor, i.e. a necessity to enable efficient use of other mechanisms, but not necessarily the 

mechanism that distinguishes acceptable healthcare quality from great healthcare quality. Many of 

the governance mechanisms the principal can use are however costly (Henrikse, 2003; Meckling & 

Jensen, 1976), and the ability to create an engaging and service-minded workspace to achieve high 

service quality is strongly correlated with few hierarchical levels, i.e. a flat organizational structure.  

 

5.1.2.4.1 Upward communication: incentives and control 

 

Efficient corporate governance mechanisms are extremely important in order to enable 

efficient upward and downward communication. According to Berg and Gottschalg (2003), Palepu 

(1990), and Jensen (1986), the gain from incentives is twofold. Applied to the management of 

upward communication one could argue that governance mechanisms could helps to align interests 

while at the same time functioning as a efficient solution to potential agency costs involved in 

having misaligned interest between the owner and the healthcare unit’s management. Since Sweden 

generally have very strict demands on quality monitoring, it is important that management are given 

incentives to follow up on quality discrepancies and apply mitigating actions where necessary. In 

terms of upward communication, i.e. between owners/board of directors and company management, 

monitoring, internal reporting, performance indicators as well as incentive alignment are important 

(Fama, 1980; Demsetz, 1983; Jensen, 1988) 
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5.1.2.4.2 Downward communication: creating an engaging work place 

 

Several of our respondents emphasize the importance for company management to create an 

engaging and service-minded work place. The respondents also argue that this is significantly easier 

in smaller and flatter organizations. Even though the negative effect of size is hard to directly 

eliminate by monitoring and incentivizing, organizational frictions stemming from agency problems 

may be significantly reduced by efficient use of corporate governance mechanisms (Fama, 1980; 

Demsetz, 1983; Jensen, 1988). All of our respondents agree that public ownership have a tendency 

to increase work place complexity, often due to many organizational layers and bureaucratic 

processes. According to respondent J, this reduces employees’ ability to influence their own work, 

which in turn leads to lower engagement in the work place and thus also arguably inferior 

healthcare quality. The reasoning is that employees’ ability to deliver superior healthcare quality is 

highly dependent on their motivation and appreciation toward their work. This may help to explain 

why private equity-owned primary care units on average have been able to outperform public 

ownership for the NPE parameter “Personal Treatment” over the period 2009-2011. In relation to 

our above discussion, please also note that the spread between highest and lowest scores for 

personal treatment is significantly larger for public ownership compared to the other ownership 

types. This supports the notion that working more proactively with standardizing work procedures 

across public primary care units could help increase healthcare quality.  

 

Personal treatment 

2009-2011 averages 
Aleris AB Capio AB 

Carema 

Sjukvård AB 

Praktikertjänst 

AB  
Public 

Mean 90,77 89,15 86,03 92,88 88,73 

Median 91,40 89,56 87,19 93,65 89,67 

Standard Deviation 2,75 5,03 5,11 3,83 4,66 

Minimum 86,10 76,00 77,01 81,27 67,67 

Maximum 95,31 96,57 94,75 98,51 98,67 

Count 31 68 73 144 1 842 

 

Table 12. Descriptive statistics for NPE parameter “Personal Treatment”, 2009-2011 averages 
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5.1.2.5 Strategic engineering 

 

 According to all of our respondents, the ability to provide patients the right type of 

healthcare and being flexible in meeting new market demand is extremely important for any care 

giver. Furthermore, it is of great importance to be proactive and aggressive in targeting current and 

potential customers. In fact, three out of eight respondents indicates that strategic engineering it the 

most important factor for healthcare quality and five out of eight respondents value strategic 

engineering to be the second most important factor. The respondents argue that in order to satisfy 

patients’ needs, care givers must be able to adjust to new demand by adding new services to the 

business and disposing of services with low demand. Following our interview results, the strategic 

ability is determined by 1) growth strategy, 2) organizational flexibility and 3) attracting the right 

people.  

The superior quality results of private equity owned healthcare units could arguably be 

partly explained by their tendency to produce ambitious business plans, the restructuring and 

exclusive concentration on value creating elements of a business (Jensen 1989:2; Kaplan et al, 

2006; Baker & Montgomery, 1994; Butler, 2001).  

 

5.1.2.5.1 Growth strategy 

 

 According to all three private equity professionals that we have interviewed (respondents G, 

H and I), growth potential is a major determinant of an investment’s attractiveness. In related 

literature, such as Bennedsen et al. (2008), it is also often argued that firm- and industry growth 

characteristics in various forms, are primary drivers of financial performance in private equity 

funds. Moreover, the limited contractual 10-year lifespan of a fund (Demaria, 2010), emphasizes 

the importance of realizing true value creation / growth opportunities. However, we would also like 

to argue that a proactive and aggressive growth strategy has positive impact on patient perceived 

healthcare quality. An aggressive growth strategy means constantly searching for new business 

opportunities and refining ways of serving patients. This increases organizations’ ability to find the 

latest and most modern treatments, which arguably would have positive impact on how patients 

perceive the healthcare services. Respondent J, who argues that patients often chose private 

alternatives over public caregivers due to more modern treatments and facilities, supports this 

reasoning. This could theoretically be connected to the increased access to capital which the private 
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equity firm can provide, enabling add-on acquisitions and other investments with strategic fit in 

order to growth (DVCA, 2008).  

What this reasoning tells us is that public care givers should work more proactively in 

identifying new treatment forms (new demand) and service concepts. This, in combination with 

efficient standardization (section 5.1.2.3.3), would enable public primary care units to compete 

more efficiently with private alternatives. It is also worth mentioning that this setup requires 

significant organizational flexibility and decentralized decision-making, which we will discuss in 

the next section. 

 

5.1.2.5.2 Organizational flexibility 

 

 The notion of organizational flexibility is closely connected to our previous discussion on 

organizational design and the importance of reducing unnecessary organizational complexity in 

section 5.1.2.1. To enable efficient communication between customers, company management and 

owners, care givers must design the organizations in a way that foster knowledge creation and 

sharing at different levels in the organization (Awad and Ghaziri, 2007) Since employees work 

closely together with customers in any service-focused company, they oftentimes inhibit valuable 

knowledge about customer buying patterns, preferences and potential areas of expansion. Hence, it 

is extremely important that this knowledge it transferred efficiently through the organization to 

levels where strategic decisions can be made. Our interview results suggest that public, as well as 

large, primary care units are less likely to transfer knowledge efficiently in the organization. This is 

mainly due to an hierarchical structure and organizational complexity that does not provide the 

same opportunity for knowledge sharing as may be expected in flatter organizations. Respondents A 

and C argue that there is a large difference between private equity-owned care givers and other 

ownership types, especially public, in terms of hierarchy and organizational complexity. Whereas 

public caregivers as well as other public institutions tend to deploy top-down approaches, our 

respondents argue that private owners generally have more decentralized decision-making 

authority. Also, respondent J emphasizes the importance that employees are empowered and given 

tools and incentives to support knowledge sharing and create a collaborative and service minded 

corporate culture. 
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5.1.2.6 Financial engineering 

 

 Out of eight respondents asked, all eight indicated that financial engineering is the value 

creating mechanism in the private equity model that has the least impact on healthcare quality. 

However, having a financially strong owner is something that is repeatedly mentioned as being 

important in enabling high service quality. Furthermore, related literature often mentions that 

interest rates on internal loans may serve as a control mechanism to complement other corporate 

governance mechanisms (Baker & Montgomery, 1994; Jensen, 1986). We will thus discuss these 

two areas below.  

 

5.1.2.6.1 Strong financial ownership 

 

 According to respondents B, C and E, a large difference between the (private equity) owner 

of their company and other owners it that the owner is financially strong and thus has the ability to 

make new investments. Deploying an aggressive growth strategy is often expensive and may 

consume large amounts of capital, which requires a financially strong owner to back up the 

investments. According to our respondents, Swedish municipalities and regions are financially 

strong, but the will to make new investments is often low due to political decisions and budget 

pressure. Hence, public primary care units are less likely to be granted funding for investments in 

new equipment to attract new customers. The lack of funding would arguably lead to lower 

investment activity and hence to lower perceived quality.  

 Another interesting discussion is regarding the investment horizon of private equity funds. 

They are often criticized for being short-term oriented (Harford & Kolasinski, 2012).  However, the 

majority of our respondents argue that the long-term investment horizon for private equity owners 

have an impact on healthcare quality. This is in line with Kaplan and Strömberg (2009) as well as 

Palepu (1990) who argue that management incentives are often designed to favor long-term focus 

over short-term gains. This is also reflected by the fact that the three companies Aleris AB, Capio 

AB and Carema Sjukvård AB have not been able to achieve superior financial results over the 

period 2009-2011 (see section 4.2.2 for data and section 5.2.1 for further discussion). This 

discussion is very interesting as a major component of the criticism aimed toward private equity 

companies is that they are too short-term focused, which may harm healthcare quality. Following 

our interviews, we reject that this factor has negative impact on healthcare quality. Instead, we 
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argue that private equity companies are very good at mixing long-term focus and short-term 

performance (sense of urgency).  

 Furthermore, the criticism against private equity companies is sometimes based on the 

notion that operational engineering is the only form of value creation. This reasoning leads to a 

worry that people will be laid off, which would affect healthcare quality. However, respondent G 

argues that different private equity companies are good at different things. Whereas some are good 

at rationalizing processes and increasing efficiency, some are good at growing portfolio companies 

and others specialize in other stages of a company’s maturity (seed, startup, expansion, replacement 

and buyout – Loos, 2006). This spread of expertise enables an efficient market for portfolio 

companies in the future.  

 

5.1.2.6.2 Interest rates as control mechanism 

  

 Our interviews have given no support to the notion that high internal loans are utilized 

between private equity companies and their portfolio companies. However, we still believe that it is 

important to discuss this topic since it is an important component in the general criticism toward 

private equity, and has historically played a large part in private equity value creation even though it 

has been declining in relative importance (BCG, 2008). According to Baker & Montgomery (1994) 

and Jensen (1986), high internal rates are sufficient as control mechanism since they force 

management to make regular payments to the owners. However, one cannot overlook the potential 

motivation effect that increased risk of financial distress has on company management. According 

to Jensen (1986) this could incentivize management to strive towards profitability to secure debt 

payments. 
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5.2 Private equity ownership and its impact on financial performance 
 

Our financial operating analysis shows that private equity-owned companies on average 

have not been able to outperform other private ownership types in terms of key financial 

performance indicators other than revenue growth (see appendix 8). This finding lead us to reject 

hypothesis 3. However, there are large differences in financial performance between private equity 

companies Aleris AB, Capio AB and Carema Sjukvård AB, which lead us to confirming hypothesis 

4. In terms of our LBO analysis, hypothesis 5 was confirmed as the identified buy-outs 

outperformed the peer group for the majority of the nine financial performance indicators over the 

observation period. Similarly, hypothesis 6 was confirmed due to large differences in financial 

performance for different buy-outs. Section 5.2 aims to discuss hypotheses 3-6 and research 

sections B and C to identify and analyze potential explanations for the differences in financial 

performance.  

 

5.2.1 Explanations for differences in financial performance 

 

As the main focus of this report is the private equity mode, primary focus of this section will 

be on the four value creating mechanisms operational engineering, corporate governance 

engineering, strategic engineering and financial engineering. In the next sections we will discuss 

each of these mechanisms as explanatory factors for two main areas: growth and profitability. 

 

5.2.1.1 Operational engineering  

 

 In terms of relative importance for financial value creation, our respondents value 

operational engineering the single most important mechanism in the private equity model (see table 

11). Though there are various reasons for this, on an aggregate level the main conclusions why 

operational engineering is so important are: standardization and cross-unit collaboration and 

productivity and operational improvements. We will discuss these two areas in the next section and 

elaborate on their potential as explanatory factor for differences in financial performance between 

private equity-owned care givers and other ownership types as well as between private equity-

owned care givers.  
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5.2.1.1.1 Standardization and cross-unit collaboration 

 

 According to five out of seven respondents asked, the ability to efficiently 

standardize work procedures across business units is a main contributor to higher growth rates for 

private equity-owned care givers. The reasoning is built on the notion that it is easier to expand on 

an existing service concept with developed work routines and systems than it is to “invent the wheel 

every time” (quote: Respondent G). This reasoning is also supported in the related literature by 

researchers such as Demaria, (2010) who highlights the private equity fund managers power to 

exercise voting rights, joint the board and make strategic and operational changes. Moreover, 

Bennedsen et al. (2008) highlighted strategic opportunities and room for operational improvements 

as two typical characteristics of companies that private equity firms often invest in.  Our financial 

operating analysis (research part B) shows that over the period 2009-2011, private equity companies 

have been able to grown by on average 23,1% whereas Praktikertjänst AB grew by 14.1%. This 

may be partly explained by the fact that Praktikertjänst AB utilizes a franchise setup, which 

arguably due to inferior control ability is likely to lead to lower cross-unit collaboration than a 

centrally run concept for several units as can be assumed to be used under private equity ownership 

based on their active ownership and continuing thrive for operational efficiency and sound 

governance (Demaria, 2011; Kaplan & Stromberg, 2009). 

However, over the same time period, our peer group managed to grow average revenue by a 

whole 67,3%. We argue that the main reason for this growth is that the companies in the peer group 

in terms of revenue are much smaller than the three private equity-owned care givers. Hence, even 

though the peer group growth rate is impressive, it would arguably be very hard to sustain if the 

care units were in comparable size as the private equity-owned care givers’.  

The LBO analysis (research part C) shows that all five LBOs have outperformed the 

respective peer group, see table 13 below. This finding gives further support for our reasoning that 

private equity companies focus heavily on growth post-buyout. 
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LBO Revenue Growth 

C&N Medtjänst 27% 

Husläkarna i Kungsbacka 38% 

Hälsobackens Läkargrupp 215% 

Medicin Direkt i Östersund 100% 

Medicinskt Centrum i Norrköping 160% 

Mean 108% 

Median 100% 

 

Table 13. Revenue growth by LBO relative to respective peer group 

 

Our interviews also provide evidence that private equity companies focus on boosting 

revenue growth. Instead of focusing on short-term gains, private equity companies focus on gaining 

market share and growing their portfolio companies. This reasoning is given further support by the 

fact that Capio AB in November 2012 decided to acquire Carema Sjukvård AB
19

 and that the 

number of primary care units is steadily increasing (Swedish Competition Authority, 2012). 

Interestingly enough, Carema Sjukvård AB had a revenue growth of -29,6% over the period 2009-

2011. Unfortunately, we have not been able to interview any representatives from Carema Sjukvård 

AB regarding the reasons for this, but we argue that the main reason for the negative growth rates is 

a refocusing strategy where the company disposed unwanted business areas to focus on core areas 

of expertise. This strategic shift was recently confirmed when Ambea announced their divestment 

of Carema Sjukvård to Capio in December 2012
20

. As a result, Carema Sjukvård AB was the only 

private equity-owned care giver that achieved positive results for key profitability metrics, which 

gives further support for the negative correlation between aggressive growth and profitability.  

 In terms of key profitability measures, our respondents argue that standardization 

significantly reduces operational costs, which would arguably results in positive impact on 

profitability measures. However, our financial operating analysis shows that private equity 

companies on average have achieved negative results in terms of EBITDA, EBIT and profit margin 

as well as ROA, well below that of our peer group and Praktikertjänst AB (see appendix 8). We 

argue that this is mainly due to an aggressive growth strategy and not the absence of efficient 

standardized procedures. The importance of growth strategy will be discussed further in section 

5.2.1.3. Following the LBO analysis our main conclusions are that the conducted LBO’s have 

outperformed the representative peer group for key financial performance metrics comparing pre- 

                                                 
19

http://www.capio.com/sv/Start/Nyheter/Konkurrensverket-godkanner-Capios-forvarv-av-Carema-Sjukvard/  
20

 http://www.caremasjukvard.se/20/huvudnavigation/om-oss/aktuellt-i-verksamheten/carema-salt-till-capio.html 

 

http://www.capio.com/sv/Start/Nyheter/Konkurrensverket-godkanner-Capios-forvarv-av-Carema-Sjukvard/
http://www.caremasjukvard.se/20/huvudnavigation/om-oss/aktuellt-i-verksamheten/carema-salt-till-capio.html
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and post buy out. However, there are large differences in financial performance between LBO’s 

(see table 14).  

 

LBO EBITDA margin EBIT margin Profit margin ROIC 

C&N Medtjänst 14% 14% -1% -90% 

Husläkarna i Kungsbacka 8% 8% 1% 433% 

Hälsobackens Läkargrupp -1% -1% 1% 45% 

Medicin Direkt i Östersund 7% 8% 9% 30% 

Medicinskt Centrum i Norrköping 1% 0% 0% 154% 

Mean 6% 6% 2% 114% 

Median 7% 8% 1% 45% 

 

Table 14. Key profitability metrics by LBO relative to respective peer group 

 

The finding that private equity LBO’s on average outperformed the peer groups in terms of 

EBITDA margin, EBIT margin, profit margin and ROIC differs from  out conclusions from the 

financial operating analysis where private equity-owned care givers achieved inferior profitability. 

One implication of this could be that standardization and other operational improvements are more 

efficient in recently acquired companies with larger improvement potential. This reasoning is 

supported by our interview findings as all three private equity respondents (see appendix 16) argue 

that potential for operational improvements is a major determinant of investment/acquisition 

attractiveness. Furthermore, this is supported by Bennedsen et. al. (2008), who argue that private 

equity companies generally acquire companies with room for operational improvements, i.e. 

possibility for standardization.  

 

5.2.1.1.2 Operational and productivity improvements 

 

 As mentioned above, a major determinant of the attractiveness of a potential acquisition 

target is the room for operational improvements (Bennedsen et. al., 2008). This is also supported by 

our interviews with private equity professionals who argue that operational improvements is an 

important driver of financial value. This line of reasoning is further supported by four out of six 

respondents (company management and employees) as they argue that operational improvements 

have been initiated as a result of private equity ownership. More specifically, they point to 

reductions in overhead costs as a main component of operational improvements. Overhead is 

reduced by centralizing administrative tasks, selling of unnecessary office space, improving utility 
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contracts etc. This is in line with Singh (1990), who found that reduction in overhead is a key value 

driver.  

 The discussion on overhead reductions and the importance for financial value creation may 

help to explain why our financial operating analysis and LBO analysis show different results in 

terms of relative performance of private equity-owned primary care units compared to the peer 

groups. Since overhead reductions is a finite resource, and due to the fact that private equity 

companies quickly post-buyout initiate cost reduction programs (Kaplan, 1989), it is reasonable to 

argue that the effect of such operational improvements will decline over time. Hence, the effect of 

operational improvements on post-buyout performance will be higher for newly acquired 

companies than for “older” investments.  

 

5.2.1.2 Corporate governance engineering  

 

 In contrast to other value creating mechanisms, our respondents argue that corporate 

governance engineering is a hygienic factor, i.e. it is necessary for other mechanisms to work 

efficiently. Following our analysis and interviews, we conclude that the following factors are 

important: organizational design, local leadership and efficient communication.   

 

5.2.1.2.1 Organizational design, local leadership and efficient communication 

 

 One common theme in our interviews is that respondents emphasized the importance of 

reducing organizational complexity and unnecessary hierarchical layers in order to create financial 

value. According to respondent A, public organizations and institutions are generally more 

hierarchical than private alternatives, which reduces productivity as well as innovation and 

communication. This imposes the need to keep organizations lean and avoid unnecessary layers and 

interactions. One potential solution to this bureaucracy problem is to have efficient middle 

management, which would facilitate communication across organizational layers as well as business 

units. According to Floyd & Wooldridge (1997:46), middle management is an important part of any 

strategy implementation process, arguably extremely important in the private equity model which 

involves corporate acquisitions. Floyd and Wooldridge (1997:46) argue that middle management 

can facilitate strategy implementation by upward as well as downward communication. These two 

roles become increasingly important in service companies (such as primary care units) as the link 

between customers, employees and top management/owners increases in magnitude.  In terms of 
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upward communication, middle management serves the role of  synthesizing and championing, 

which means gathering information about potential improvements, new opportunities etc. and 

communicating these to owners. Arguably, this is easier in an organization with fewer 

organizational layers, which is favorable for private primary care units. This notion is supported by 

our respondents who argue that private equity-owned companies are more flexible and fast-moving 

than public alternatives (confirmed by employees, respondent J). According to Grant (2010), this 

flexibility enables companies to take advantage of external developments and trends, providing 

them with a considerable advantage compared to less flexible competitors. This reasoning thus 

helps to explain why private equity-owned companies as well as private equity LBOs have achieved 

superior revenue growth compared to Praktikertjänst AB as well as each respective peer group.  

 In order to motivate middle management to work in the interest of top management and 

owners, incentives and control mechanisms become important. Related literature suggests that 

private equity companies often implement powerful incentives for portfolio company management 

in order to reduce agency costs and boost growth and profitability (Bennedsen et al, 2008; (Berg & 

Gottschalg, 2003; Palepu, 1990; Jensen, 1986). Unfortunately, we have not been able to verify the 

existence of high-powered incentives through our interviews. However, we argue that it is likely 

that favorable incentive structures contribute to the high growth rates in private equity companies 

compared to public primary care units. The incentives also helps to reduce the possibility of 

opportunistic, short-term behavior as it incentivizes management to focus more on long-term 

growth than on short term gains (Kaplan and Strömberg, 2009; Palepu, 1990). This is supported by 

our financial operating analysis results, which show that private equity-owned care givers have 

underperformed relative to other privately held primary care units.  
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5.2.1.3 Strategic engineering  

  

As mentioned in section 5.1, the ability to provide patients the right type of healthcare and 

being flexible in meeting new market demand is extremely important for healthcare quality. Our 

interviews reveal that this is also true for financial value creation. In order to apply efficient 

strategic engineering, care givers should focus on two main areas: growth strategy and 

organizational flexibility and strategic fit.  

 

5.2.1.3.1 Growth strategy 

  

 According to Demaria (2010), the limited investment horizon that private equity funds are 

subject to create the need to identify and realize growth potential within a certain time period. To 

provide satisfactory investment returns, private equity companies are thus inevitably forced to focus 

on growing their portfolio companies in order to obtain an adequate selling price at exit. This sense 

of urgency is thus a main reason why private equity companies often deploy ambitious business 

plans (Baker & Montgomery, 1994; Butler, 2001). The financial operating analysis as well as the 

LBO analysis show that revenue growth has been a major focus area of private equity companies. 

This result is interesting as it contradicts the public criticism toward private equity companies and 

that they maximize profitability at the expense of long-term focus (both financial value and 

healthcare quality). Our results thus suggest that private equity companies in fact are long-term in 

their strategies., which is supported by McKinsey & Company (2004). One main conclusion is thus 

that the criticism toward private equity companies being too short-term oriented is not supported by 

empirical findings and arguments.  

 In addition to ambitious growth strategies for organic growth, private equity companies 

often use add-on acquisitions/investments to boost growth (DVCA, 2008; Brealey et al, 2008). This 

claim is supported by the fact that Capio AB recently (November 2012) acquired Carema Sjukvård 

AB. This reasoning also contradicts the criticism toward private equity companies regarding their 

investment horizon. During the interview with respondent G, the respondent argued that different 

private equity companies are good at different things, i.e. are predominantly interested in different 

industries, regions or companies in different stages of the life cycle. The argument is that there will 

continue to be buyers available for primary care units in the future since there will be more focus on 

other value creating mechanisms. As mentioned above, operational engineering is most efficient 

early after acquisition, whereas other value creating mechanisms gain relative importance over time. 
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This entails that private equity companies that are good at strategic engineering, corporate 

governance engineering and financial engineering are more likely to buy primary care givers in the 

future.  

 

5.2.1.3.2 Organizational flexibility and strategic fit 

 

In order to facilitate growth (both organic and through acquisitions), private equity-owned 

care givers must be able to adapt to new marked demand in order to continuously maintain a 

strategic fit in the market. Due to today’s turbulent macro environment, Dopson & Stewart (1990) 

argue that environmental turbulence puts pressure on organizations to be more responsive and 

flexible toward external developments and trends.  To enable a responsive structure, efficient 

communication is extremely important (Grant , 2010; Floyd & Wooldridge, 1997:46) and following 

the previous discussion on the role of middle management (see section 5.2.1.2.1), we conclude that 

middle management play a vital role in strategic engineering.  

 

5.2.1.4 Financial engineering 

 

 As mentioned in section 4.2.2, financial engineering is considered to be relatively less 

important for financial value creation compared to the three other value creating mechanisms. 

However, related literature often mention improved capital efficiency as a main component of 

financial engineering and value creation (Loos, 2006; Kitching, 1989).  

 

5.2.1.4.1 Improvements in capital structure and efficiency 

 

 To reduce cost of capital, private equity companies often deploy sophisticated capital 

planning strategies, such as optimization of Net Working Capital, NWC (Loos, 2006; Kitching, 

1989). Our financial operating and LBO analyses show that private equity-owned care givers tend 

to have highly negative NWC compared to other ownership types such as Praktikertjänst AB and 

each respective peer group. For example, average NWC/revenue for the three private equity-owned 

care givers Aleris AB, Capio AB and Carema Sjukvård AB was -14,4% over the period 2009-2011, 

compared to 36,2% for Praktikertjänst AB and -6,1% for the peer group (see table 15 below). This 

result indicates that private equity companies work more actively to increase capital efficiency, 

which becomes extremely important due to high levels of debt (Jensen, 1986). 
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Company NWC/revenue 

Capio AB -9,7% 

Carema Sjukvård AB -11,2% 

Aleris AB -21,2% 

Private equity (avg) -14,4% 

Praktikertjänst AB 36,2% 

Peer group -6,1% 

 

Table 15. Net Working Capital/Revenue by care giver 

 

Furthermore, the LBO analysis reveals that the average relative NWC/revenue compared to 

the peer group was -11% (see table 16 below), further supporting the reasoning that private equity-

owned care givers have higher capital efficiency than other ownership types.  

 

LBO NWC/revenue 

C&N Medtjänst -45% 

Husläkarna i Kungsbacka 10% 

Hälsobackens Läkargrupp -2% 

Medicin Direkt i Östersund -8% 

Medicinskt Centrum i Norrköping -10% 

Mean -11% 

Median -8% 

 

Table 16. Net Working Capital/Revenue by LBO relative to peer group 
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6. Conclusions 

  

 This section presents our main conclusions following the empirical study, analysis and 

discussion. Furthermore, we present and discuss future implications that our results may have as 

well as thoughts on how private and public primary care givers can benefit from the findings. 

Lastly, we present suggestions for future research, which we strongly encourage since the topic is 

highly relevant and both politically and ideologically challenging.  

 

6.1 Key take-aways and discussion summary 
 

 This section summarizes our key take-aways in terms of empirical findings, analysis results, 

discussion material etc. The section is divided into healthcare quality and financial performance to 

provide a clear summary of our findings and conclusions in each area.  

 

6.1.1 Healthcare quality 

 

 Conclusion: Hypothesis 1 partly confirmed 

 In terms of NPE scores over the period 2009-2011, private equity-owned care givers Aleris 

AB, Capio AB and Carema Sjukvård AB have on average outperformed publicly owned 

primary care units, but achieved significantly lower results than Praktikertjänst AB.  

o Our empirical study reveals that the private equity model serves as explanatory factor to 

differences in healthcare quality through mechanisms such as strategic, operational, 

corporate governance and financial engineering.  

o Factors such as organizational flexibility, standardization, productivity improvements, 

efficient communication and leadership as well as an aggressive growth strategy 

contribute positively to patient perceived quality (PREM) and NPE scores.  

o Neither socioeconomic conditions nor size of primary care units (measured in terms of 

number of patients) serve as explanatory factors for differences in healthcare quality.  

 

 Conclusion: Hypothesis 2 confirmed 

In terms of NPE scores over the period 2009-2011, there are significant differences between 

private equity-owned care givers (relative rank within brackets): Aleris AB (1), Capio AB 

(2) and Carema Sjukvård AB (3). 
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o Our interviews indicate that the ability to efficiently implement and manage value 

creating mechanisms and activities differ between care giver and private equity 

company.  

o There is no clear consensus about the relative importance of value creating mechanisms 

for healthcare quality. However, the mix of value creating mechanisms will vary over 

the investment period, suggesting that timing factor is of great importance. 

o The study does not provide complete explanations for differences in healthcare quality 

scores between the three private equity-owned care givers. However, it is clear that 

factors such as organizational flexibility, standardization, productivity improvements, 

efficient communication and leadership and aggressive growth are important and that 

the ability to efficiently apply these in practice will determine the success rate in NPE 

scores.  

 

 Conclusion: Patient-recorded quality (PREM) is an important and valid measure of 

healthcare quality 

o Respondents rank “soft” parameters (PREM) as equally or more important to healthcare 

quality than “hard” parameters. However, it is important to emphasize that hard and soft 

complement each other since PREM is not a complete measurement of healthcare 

quality.  

 

6.1.2 Financial performance 

 

 Conclusion: Hypothesis 3 rejected  

In terms of revenue growth over the period 2009-2011, private equity-owned care givers 

Aleris AB, Capio AB and Carema Sjukvård AB outperformed a representative peer group 

and Praktikertjänst AB. However, in terms of key profitability measures such as EBITDA, 

EBIT and profit margin and ROA, the private equity-owned care givers achieved inferior 

results. 

o Main reason for inferior results for key profitability measures is an aggressive strategy 

deployed by private equity-owned care givers, which is supported by our respondents as 

well as related literature.  
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o Factors such as standardization, cross-unit collaboration, local leadership, aggressive 

growth strategy, organizational flexibility, efficient communication and capital 

efficiency influence revenue growth and profitability measures. 

 

 Conclusion: Hypothesis 4 confirmed  

Research part B (section 4.2) suggests that there were large differences between private 

equity-owned care givers Aleris AB, Capio AB and Carema Sjukvård AB in terms of 

revenue growth and key profitability measures over the period 2009-2011. 

o Interview results indicate that the ability to efficiently implement and manage value 

creating mechanisms and activities differ between care giver and private equity 

company, which impacts financial performance. 

o Interview results indicate that operational and strategic engineering are relatively more 

important for financial value creation. However, the mix of value creating mechanisms 

varies over the investment period, suggesting that timing factor is of great importance. 

For example, operational engineering is likely relatively more important recently 

following an acquisition whereas other mechanisms gain importance over time.  

 

 Conclusion: Hypothesis 5 confirmed  

Private equity LBO’s have outperformed a representative peer group in terms of pre-/post 

buy-out development in revenue and financial profitability measures. 

o Main reason for superior results for key profitability measures and revenue growth are 

operational improvements as well as an aggressive growth strategy deployed by private 

equity-owned care givers. 

o Factors such as operational improvements, standardization and cross-unit collaboration, 

local leadership and efficient middle management, aggressive growth strategy, 

organizational flexibility and capital efficiency contribute positively to revenue growth 

and profitability measures. 

 

 Conclusion: Hypothesis 6 confirmed  

There are large differences between private equity LBO’s in terms of pre-/post buyout 

development in revenue and financial profitability measures. 
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o Interview results indicate that the ability to efficiently implement and manage value 

creating mechanisms and activities differ between care giver and private equity 

company, which impacts financial performance. 

 

6.2 Political risk in the Swedish primary care sector 
 

 The main purpose of this report has been to investigate how healthcare quality and financial 

performance is influenced by private equity ownership in the Swedish primary care sector. We have 

found that there are large differences in both healthcare quality and financial performance between 

ownership types as well as between private equity-owned primary care units. However, even though 

private equity companies have reported a slightly higher healthcare quality than public primary care 

units, political risk is a major force in the Swedish primary care sector. Media attention as well as 

public scrutiny and opinion, political risk potentially affects investment decisions. According to 

Arne Karlsson, chairman and former CEO of Ratos, a Swedish private equity company, the political 

risk has deterred the company from entering the market
21

. Despite of rapid growth and profit 

potential, Ratos has thus deliberately decided not to enter the Swedish primary care sector due to 

political risk. Thus, we argue that political risk hampers growth in Swedish primary care far more 

than the notion that private equity companies reduce employment and wages, which is not 

supported by empirical evidence (FSA, 2008; Boucly et. al., 2011). The deterring effects may also 

increase in the future due to uncertainty about political decisions.  

 According to all three private equity professionals we have interviewed the political risk and 

public scrutiny impact corporate culture and morale. This is also supported by most company 

management respondents. However, in contrast to what is discussed above, all three private equity 

professionals argue that political risk currently does not deter them from making new investments in 

the Swedish primary care sector. Yet, respondents D and H emphasize that it is hard to “play by the 

rules” as laws, regulations and political agendas are unclear and are continuously modified. Hence, 

political risk might gain influence in the future depending on political decisions.  

 Oftentimes the criticism is built on the perception that private equity companies provide 

inferior healthcare quality in order to increase financial performance. Regarding the validity of this 

claim, this report contradicts the notion. We argue that private equity companies on average have 

not provided inferior healthcare quality compared to public primary care units. Furthermore, the 

                                                 
21

 http://www.svd.se/naringsliv/carema-tung-last-for-riskkapitalet_6959961.svd  

http://www.svd.se/naringsliv/carema-tung-last-for-riskkapitalet_6959961.svd
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report is unable to confirm a negative relationship between healthcare quality and financial value 

creation since private equity-owned care givers on average have not been able to outperform 

Praktikertjänst AB nor a peer group for key profitability measurements. Hence, we argue that 

operational improvements do not support the claim of inferior healthcare quality for private equity-

owned care givers. In addition to the previously mentioned criticism, private equity companies are 

often criticized for lack of long-term focus. However, we argue that a limited investment horizon 

leads to increased focus on boosting revenue growth (and thus employment levels) in order to 

ensure a satisfactory exit price.  

 To conclude, this report has not been able to verify that the criticism aimed toward private 

equity ownership in Swedish primary care is correct. However, the criticism does lead to significant 

political risk, which may hamper economic growth in the sector as the willingness to invest is 

reduced. We thus encourage further research on this topic to shed light on political issues in order to 

maximize healthcare quality as well as financial value creation.  

 

6.3 Suggestions for further research 
 

 Our ambition with this report has been to contribute meaningful insights and findings to the 

related literature, which may be useful to both practitioners, researchers and students. However, due 

to natural limitations, we have not been able to investigate every area of interest and value. Hence, 

we would like to share our thoughts on which specific areas might be interesting to investigate 

further in the future. First, it would be highly interesting to redo this study in a couple of years when 

there is more NPE data available and more LBO’s have been made. This would strengthen the 

dataset as well as the conclusions. Furthermore, in a few years there will likely be more quality 

indicators available (in addition to the NPE). Such factors could for example be PROM (Patient 

Perceived Outcome Measures) and hard medical measures as the potential to record these on 

municipality level is an on-going project (source: respondent C). Second, it would be interesting to 

classify primary care units on a more detailed level (perhaps by region, main area of business etc.) 

in order to gain deeper insights into what factors influence healthcare quality and financial 

performance. Third, in addition to examining the development for LBO’s, an interesting topic could 

be to examine the performance of newly established primary care units for different ownership 

types. This would enable isolating which company/companies are best at establishing and growing a 

business. This would preferably be combined with an explicit focus on the private equity model to 

potentially identify which mix of financially value creating mechanisms is best for different 
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situations, sectors and regions. Fourth, we find it interesting to conduct a similar study for other 

healthcare areas such as specialized care as there is an on-going privatization in this area (Hartman, 

2011). The study could also be expanded to other countries to identify differences between regions. 

Furthermore, the study could be applied to other welfare sectors such as school sector, elderly care, 

children’s day care etc. Lastly, due to the criticism towards internal tax schemes and supposed tax 

planning strategies in private equity companies, it would be interesting to investigate the potential 

impact of these mechanisms on healthcare quality and financial performance.  
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8. Appendices 

 

Appendix 1 – Primary care units by year and ownership 
 

This appendix contains four lists of primary healthcare units used in our 

healthcare quality analysis, one for each ownership type. The units are segmented by 

ownership and which year they are included in the healthcare quality analysis. “x” 

indicates that the unit is included in the analysis in that respective year. 

 

 

Aleris AB 2 009 2 010 2 011 

Aleris Vårdcentral Danvik - - x 

Aleris Vårdcentral Järva - - x 

Björkhagens vårdcentral AB - - x 

Bollnäs hälsocentral x - x 

Husläkarmottagningen i Täby centrum - - x 

Ingrid Marie HLM x - x 

Järna Vårdcentral Proxima Primärvård - - x 

Nyby vårdcentral x - x 

Nykvarns vårdcentral Proxima primärvård - - x 

Näsby Parks Husläkarmottagning - - x 

Stureplans Husläkarmottagning - - x 

Tungelsta Husläkare - - x 

TyresöHälsan Husläkare - - x 

VallatorpsDoktorn - - x 

Voxnadalen hälsocentral - - x 

Vårdcentralen Kneippen, Norrköping x x x 

Vårdcentralen Skarptorp, Norrköping x x x 

Vårdcentralen Vilbergen, Norrköping x x x 

Vårdcentralen Östertull, Norrköping x x x 

 
 

 

 

 

 

 

 

 

 

 

 



107 

 

 

 

Capio AB 2 009 2 010 2 011 

Capio Citykliniken x x x 

Capio citykliniken (Klammerdamm) x - - 

Capio Citykliniken Broby x x x 

Capio Citykliniken Båstad x x x 

Capio Citykliniken Centrum, Malmö x x x 

Capio Citykliniken Helsingborg x x x 

Capio Citykliniken Klippan x x x 

Capio Citykliniken Kristianstad x x x 

Capio Citykliniken Landskrona x x x 

Capio Citykliniken Lund x x x 

Capio Citykliniken Mariastaden, Helsingborg x x x 

Capio Citykliniken Olympia, Helsingborg - - x 

Capio Citykliniken Singelgatan, Malmö x x x 

Capio Citykliniken Vegaholm x - - 

Capio Citykliniken Västra Hamnen, Malmö x x x 

Capio Citykliniken Ängelholm - x x 

Capio Citykliniken, Ronneby x x x 

Capio Vårdcentral Amhult - x x 

Capio Vårdcentral Axess x x x 

Capio Vårdcentral Billdal - x x 

Capio Vårdcentral Bro - - x 

Capio Vårdcentral Gårda - x x 

Capio Vårdcentral Hagsätra - - x 

Capio Vårdcentral Högdalen - - x 

Capio Vårdcentral Lidingö - - x 

Capio Vårdcentral Lundby - x x 

Capio Vårdcentral Narvavägen - - x 

Capio Vårdcentral Ringen - - x 

Capio Vårdcentral Solna - - x 

Capio Vårdcentral Sävedalen x x x 

Capio Vårdcentral Årsta - - x 

Haga vårdcentral - - x 

Lekebergs vårdcentral - - x 
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Carema Sjukvård AB 2 009 2 010 2 011 

Carema hälsocentral Bomhus - - x 

Carema hälsocentral Brynäs x x x 

Carema hälsocentral Gävle x x x 

Carema Hälsocentral i Lund x x x 

Carema Hälsocentral Limhamn - - x 

Carema Hälsocentral, Eslöv - x - 

Carema Hälsocentral, Simrishamn x x x 

Carema Vårdcentral Farsta - - x 

Carema Vårdcentral Grästorp x x x 

Carema Vårdcentral Gubbängen - - x 

Carema Vårdcentral Gullmarsplan - - x 

Carema Vårdcentral Henån x x x 

Carema Vårdcentral Lina Hage - - x 

Carema Vårdcentral Mölndal x x x 

Carema Vårdcentral Noltorp x x x 

Carema Vårdcentral Rågsved - - x 

Carema Vårdcentral Skogås - - x 

Carema Vårdcentral Södermalm - - x 

Carema Vårdcentral Uddevalla x x x 

Carema Vårdcentral Wasa - - x 

Carema Vårdcentral Viksjö - - x 

Carema Vårdcentral Vårberg - - x 

Carema Vårdcentral Väsby - - x 

Carema Vårdcentral, Köping x x x 

Carema Vårdcentral, Vallby x x x 

Carema Vårdcentral, Västerås x x x 

Dragonens hälsocentral x x x 

Enköpings vårdcentral x - x 

Husläkarna i Kungsbacka x x x 

Husläkarna i Vallda x x x 

Hälsobackens Läkargrupp, Ystad x x - 

Liljeforstorgs vårdcentral x - x 

Sävja vårdcentral x - x 

Vårdcentralen Berga, Linköping x x x 

Vårdcentralen Hovshaga, Växjö x x x 
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Praktikertjänst AB 2 009 2 010 2 011 

Allékliniken Sleipner - x x 

Alnö vårdcentral x x x 

Arlanda Sky Clinic - - x 

Bohuspraktiken - x x 

Brahehälsan, Löberöd x x x 

Brämhults Vårdcentral - x x 

Byjorden Familjeläkarna x x x 

Båstad-Bjäre Läkarpraktik x x x 

Cederkliniken - - x 

Centrumpraktiken Kungälv x x x 

Citymottagningen hälsocentral Umeå - - x 

Citypraktiken x x x 

Dalens vårdcentral - - x 

Edsbergs vårdcentral - - x 

Ekerö vårdcentral - - x 

Familjehälsan Rydsgård x x - 

Familjehälsan Åstorp x x x 

Familjeläkarenheten Kolbäck x x - 

Familjeläkargruppen Odenplan - - x 

Familjeläkarna vid Torget x x x 

Familjeläkarna Önsta-Gryta x x x 

Fem Husläkare - - x 

Fruängens vårdcentral - - x 

Hammarby Sjöstads Husläkare - - x 

Herkules vårdcentral - x x 

Husläkarna i Margretelund - - x 

Husläkarna i Österåker - - x 

Hälsobrunnen vårdcentral - - x 

Hälsocentralen City - - x 

Hälsocentralen Ellenbogen x x x 

Hälsocentralen Sankt Hans, Lund - x x 

Johannesvården - Vårdcentral och BVC - x x 

Knivsta Läkargrupp - - x 

Laurentiuskliniken x x x 

LidingöDoktorn - - x 

LäkarGruppen x x x 

Läkargruppen Munka-Ljungby x x x 

Maria Alberts Vårdcentral x x x 

Märsta Närvård - - x 

Navets vårdcentral x x x 

Neptunuskliniken x x x 

Nödinge Vårdcentral x x x 

Odensvi Familjeläkarna - - x 

PRIMA Familjeläkarna x x x 

Riddarhusläkarna x - x 

Roslagshälsans husläkarmottagning - - x 

Rudans vårdcentral - - x 

Runby vårdcentral - - x 



110 

 

Råcksta Vällingby Närvårdsmottagning - - x 

Silentzvägens Vårdcentral x x x 

Sotenäs Vårdcentral - x x 

Stenhamra Hälsocentral - - x 

Stureby vårdcentral - - x 

Sundets Läkargrupp, Bjärred x x x 

Svea vårdcentral - x x 

Söndrumskliniken x x x 

Taptogatans husläkare - - x 

Töcksforspraktiken - x x 

Vallentuna Husläkargrupp - - x 

Viktoriakliniken Eldsberga x x x 

Vittangi vårdcentral - - x 

Vårdcentralen Bohuslinden - x x 

Vårdcentralen Centrum Skövde - x x 

Vårdcentralen Centrumkliniken, Linköping - - x 

Vårdcentralen Kusten Ytterby x x x 

Vårdcentralen Läkarhuset - x x 

Vårdcentralen Nordstan - x x 

Vårdcentralen Primapraktiken - x x 

Vårdcentralen Stadsfjärden - - x 

Vårdcentralen Visborg x   x 

Vårdcentralen Åttkanten - x x 

Värmdö Vårdcentral - - x 

Västervården Husläkarmottagning - - x 

Ängsgårdens vårdcentral - - x 

Öregrunds vårdcentral - - x 

Östra Läkargruppen, Kristianstad x x x 

Östra vårdcentralen - - x 
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Appendix 2 – Descriptive statistics 2009 
 

This appendix presents descriptive statistics for 2009 scores for each quality 

indicator in NPE split by ownership type. 

 

 

Aleris AB 2009 
Overall 

impression 
Trust 

Personal 

treatment 

Perceived 

utility 
Participation Information Availability Recommend 

Mean 70,27 86,07 90,21 81,84 77,95 78,73 75,18 83,02 

Median 68,92 85,60 90,00 81,25 75,88 77,57 78,13 84,00 

Standard Deviation 4,20 2,62 1,97 2,58 4,30 4,19 7,98 6,64 

Minimum 65,18 83,33 87,76 78,70 74,50 74,52 62,63 70,54 

Maximum 76,04 91,67 94,21 85,59 85,42 84,62 84,21 92,20 

Count 7 7 7 7 7 7 7 7 

         

Capio AB 2009 
Overall 

impression 
Trust 

Personal 

treatment 

Perceived 

utility 
Participation Information Availability Recommend 

Mean 72,08 82,97 88,49 82,60 77,56 76,32 81,50 85,06 

Median 73,36 83,45 89,36 84,24 78,47 78,92 84,71 86,79 

Standard Deviation 6,35 6,72 5,26 7,28 8,13 8,31 8,75 6,60 

Minimum 58,62 66,07 74,71 64,94 58,72 56,49 63,95 69,64 

Maximum 81,01 95,83 95,26 91,61 89,33 89,09 95,00 95,18 

Count 17 17 17 17 17 17 17 17 

         

Carema Sjukvård 

AB 2009 

Overall 

impression 
Trust 

Personal 

treatment 

Perceived 

utility 
Participation Information Availability Recommend 

Mean 66,07 80,10 86,33 79,13 73,95 73,91 72,82 77,99 

Median 65,00 79,07 86,67 78,85 73,45 72,05 73,68 79,61 

Standard Deviation 7,94 8,09 5,48 6,05 7,11 7,16 9,80 10,93 

Minimum 52,83 62,35 77,39 65,66 62,72 62,26 47,92 57,83 

Maximum 81,03 93,36 96,43 89,38 88,74 88,00 88,64 95,45 

Count 21 21 21 21 21 21 21 21 

         

Praktikertjänst AB 

2009 

Overall 
impression 

Trust 
Personal 
treatment 

Perceived 
utility 

Participation Information Availability Recommend 

Mean 78,85 90,88 93,37 88,44 84,61 84,13 87,03 91,23 

Median 80,81 92,04 94,18 89,55 85,47 85,52 88,81 92,81 

Standard Deviation 5,94 5,40 3,89 4,89 5,69 6,06 8,99 5,84 

Minimum 63,35 74,79 81,36 73,25 69,37 66,34 65,06 72,22 

Maximum 89,13 97,77 98,66 94,74 94,35 91,83 98,53 98,48 

Count 28 28 28 28 28 28 28 28 

         

Public 2009 
Overall 

impression 
Trust 

Personal 

treatment 

Perceived 

utility 
Participation Information Availability Recommend 

Mean 69,20 82,98 88,43 81,67 76,34 76,39 79,81 81,09 

Median 70 84 89 82 77 77 80 83 

Standard Deviation 6,62 6,79 4,79 5,86 6,66 6,39 8,41 8,78 

Minimum 47 57 68 61 53 51 51 50 

Maximum 89 100 99 98 98 94 99 98 

Count 619 619 619 619 619 619 619 619 
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Appendix 3 – Descriptive statistics 2010 
 

This appendix presents descriptive statistics for 2010 scores for each quality 

indicator in NPE split by ownership type. 

 

 

Aleris AB 2010 
Overall 

impression 
Trust 

Personal 

treatment 

Perceived 

utility 
Participation Information Availability Recommend 

Mean 70,89 87,36 91,31 83,45 78,89 79,32 78,10 87,10 

Median 72,38 87,80 91,27 83,20 79,37 80,25 77,78 89,03 

Standard Deviation 3,53 0,94 1,60 3,33 2,28 2,69 7,85 4,29 

Minimum 64,75 86,33 88,93 79,14 76,09 75,40 66,25 80,80 

Maximum 73,63 88,22 92,92 88,46 82,12 81,96 86,67 91,18 

Count 5 5 5 5 5 5 5 5 

         

Capio AB 2010 
Overall 

impression 
Trust 

Personal 

treatment 

Perceived 

utility 
Participation Information Availability Recommend 

Mean 73,31 84,32 89,85 83,80 79,07 78,76 82,56 85,47 

Median 74,30 85,84 89,95 86,46 79,43 78,42 82,74 87,32 

Standard Deviation 6,63 7,81 4,85 6,49 6,60 6,29 7,95 6,74 

Minimum 60,33 68,82 74,44 70,11 64,61 64,71 63,38 72,28 

Maximum 82,26 96,25 98,28 94,54 88,36 91,82 95,12 94,92 

Count 20 20 20 20 20 20 20 20 

         

Carema Sjukvård 

AB 2010 

Overall 

impression 
Trust 

Personal 

treatment 

Perceived 

utility 
Participation Information Availability Recommend 

Mean 67,48 81,65 87,32 79,62 75,51 75,55 75,15 78,87 

Median 68,16 80,63 89,45 79,09 74,79 75,00 77,11 79,45 

Standard Deviation 5,69 4,93 4,79 5,72 5,93 5,66 10,11 8,82 

Minimum 57,52 72,73 79,39 70,41 62,84 67,37 57,65 59,23 

Maximum 75,41 89,83 93,97 88,36 84,62 84,76 90,80 91,87 

Count 19 19 19 19 19 19 19 19 

         

Praktikertjänst AB 

2010 

Overall 
impression 

Trust 
Personal 
treatment 

Perceived 
utility 

Participation Information Availability Recommend 

Mean 78,22 89,36 92,71 87,63 83,88 82,22 84,09 90,62 

Median 78,68 91,06 93,51 89,52 85,29 83,84 87,21 91,84 

Standard Deviation 5,26 5,21 3,97 4,66 4,87 4,86 15,66 5,11 

Minimum 68,33 76,06 80,90 77,78 70,83 72,22 0,00 75,28 

Maximum 90,16 96,06 98,71 95,75 91,56 90,80 97,96 98,58 

Count 41 41 41 41 41 41 41 41 

         

Public 2010 
Overall 

impression 
Trust 

Personal 

treatment 

Perceived 

utility 
Participation Information Availability Recommend 

Mean 69,52 83,32 88,94 82,07 76,9 76,95 80,53 81,15 

Median 70 84 90 83 78 77 81 82 

Standard Deviation 6,03 6,27 4,55 5,46 6,30 5,82 8,33 8,20 

Minimum 44 47 63 61 54 51 51 43 

Maximum 85 96 98 95 90 94 100 98 

Count 523 521 523 523 522 522 518 523 
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Appendix 4 – Descriptive statistics 2011 
 

This appendix presents descriptive statistics for 2011 scores for each quality indicator in 

NPE split by ownership type. 

 

 

Aleris AB 2011 
Overall 

impression 
Trust 

Personal 

treatment 

Perceived 

utility 
Participation Information Availability Recommend 

Mean 72,62 86,12 90,81 83,56 79,96 78,98 80,92 84,95 

Median 73,22 88,64 92,94 85,14 81,37 78,95 80,52 86,69 

Standard Deviation 6,73 6,75 4,69 5,35 6,00 5,45 7,36 6,59 

Minimum 61,80 74,44 81,61 70,11 67,55 70,12 67,11 73,33 

Maximum 84,68 98,02 98,79 91,67 92,28 90,00 95,52 95,16 

Count 19 19 19 19 19 19 19 19 

         

Capio AB 2011 
Overall 

impression 
Trust 

Personal 

treatment 

Perceived 

utility 
Participation Information Availability Recommend 

Mean 70,31 83,40 89,11 80,90 77,28 75,52 73,98 82,90 

Median 70,39 82,82 89,36 80,58 78,45 76,67 78,08 83,92 

Standard Deviation 6,77 6,70 4,97 6,08 7,47 7,10 17,32 8,59 

Minimum 58,91 70,50 78,83 69,00 64,64 61,59 0,00 61,03 

Maximum 81,51 94,20 96,19 90,76 89,83 86,94 96,15 95,42 

Count 31 31 31 31 31 31 31 31 

         

Carema Sjukvård 

AB 2011 

Overall 

impression 
Trust 

Personal 

treatment 

Perceived 

utility 
Participation Information Availability Recommend 

Mean 63,08 78,63 84,43 75,88 72,16 71,58 71,49 70,56 

Median 61,43 76,83 85,44 75,00 70,72 71,65 72,82 68,90 

Standard Deviation 6,60 6,80 5,06 5,49 6,17 5,77 10,98 10,26 

Minimum 52,36 66,42 74,26 68,14 61,76 60,78 40,00 53,30 

Maximum 75,47 90,70 93,87 88,21 85,24 82,99 89,39 91,51 

Count 33 33 33 33 33 33 33 33 

         

Praktikertjänst AB 

2011 

Overall 
impression 

Trust 
Personal 
treatment 

Perceived 
utility 

Participation Information Availability Recommend 

Mean 76,52 88,67 92,56 86,12 82,90 81,51 83,95 89,33 

Median 77,10 89,67 93,27 86,75 82,98 82,27 85,22 90,57 

Standard Deviation 5,57 4,92 3,63 4,45 4,85 5,04 8,40 6,29 

Minimum 61,84 74,29 81,55 72,44 71,29 68,13 57,50 65,67 

Maximum 92,10 97,83 98,16 94,80 93,75 94,69 100,00 98,31 

Count 75 75 75 75 75 75 75 75 

         

Public 2011 
Overall 

impression 
Trust 

Personal 

treatment 

Perceived 

utility 
Participation Information Availability Recommend 

Mean 69,25 83,19 88,81 81,24 76,6 76,42 79,16 80,42 

Median 70 84 90 82 77 77 80 82 

Standard Deviation 6,41 6,54 4,65 5,75 6,59 6,00 8,78 8,75 

Minimum 49 58 72 58 52 55 39 47 

Maximum 92 99 99 97 96 94 100 99 

Count 700 700 700 700 700 700 696 700 
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Appendix 5 – Descriptive statistics (averages) 2009-2011 
 

This appendix presents descriptive statistics for the period 2009-2011 scores for each 

quality indicator in NPE split by ownership type. 

 

 
Aleris AB  

2009-2011 

Overall 

impression 
Trust 

Personal 

treatment 

Perceived 

utility 
Participation Information Availability Recommend 

Mean 71,26 86,52 90,77 82,95 78,93 79,01 78,07 85,02 

Median 71,51 87,34 91,40 83,20 78,87 78,92 78,81 86,57 

Standard Deviation 4,82 3,44 2,75 3,75 4,19 4,11 7,73 5,84 

Minimum 63,91 81,37 86,10 75,98 72,71 73,35 65,33 74,89 

Maximum 78,12 92,63 95,31 88,57 86,60 85,52 88,80 92,85 

Count 31 31 31 31 31 31 31 31 

         

Capio AB 

2009-2011 

Overall 

impression 
Trust 

Personal 

treatment 

Perceived 

utility 
Participation Information Availability Recommend 

Mean 71,90 83,56 89,15 82,43 77,97 76,87 79,35 84,48 

Median 72,69 84,04 89,56 83,76 78,78 78,00 81,84 86,01 

Standard Deviation 6,58 7,07 5,03 6,62 7,40 7,23 11,34 7,31 

Minimum 59,28 68,46 76,00 68,02 62,66 60,93 42,44 67,65 

Maximum 81,59 95,43 96,57 92,30 89,18 89,28 95,43 95,17 

Count 68 68 68 68 68 68 68 68 

         

Carema Sjukvård 

AB 2009-2011 

Overall 

impression 
Trust 

Personal 

treatment 

Perceived 

utility 
Participation Information Availability Recommend 

Mean 65,54 80,13 86,03 78,21 73,87 73,68 73,15 75,80 

Median 64,86 78,84 87,19 77,65 72,99 72,90 74,54 75,98 

Standard Deviation 6,74 6,61 5,11 5,75 6,41 6,19 10,29 10,00 

Minimum 54,24 67,17 77,01 68,07 62,44 63,47 48,52 56,79 

Maximum 77,30 91,30 94,75 88,65 86,20 85,25 89,61 92,94 

Count 73 73 73 73 73 73 73 73 

         

Praktikertjänst AB 

2009-2011  

Overall 
impression 

Trust 
Personal 
treatment 

Perceived 
utility 

Participation Information Availability Recommend 

Mean 77,86 89,63 92,88 87,39 83,80 82,62 85,03 90,39 

Median 78,86 90,92 93,65 88,61 84,58 83,88 87,08 91,74 

Standard Deviation 5,59 5,18 3,83 4,67 5,14 5,32 11,02 5,75 

Minimum 64,51 75,05 81,27 74,49 70,50 68,90 40,85 71,06 

Maximum 90,46 97,22 98,51 95,10 93,22 92,44 98,83 98,46 

Count 144 144 144 144 144 144 144 144 

         

Public 2009-2011 
Overall 

impression 
Trust 

Personal 

treatment 

Perceived 

utility 
Participation Information Availability Recommend 

Mean 69,32 83,16 88,73 81,66 76,61 76,59 79,83 80,89 

Median 70,00 84,00 89,67 82,33 77,33 77,00 80,33 82,33 

Standard Deviation 6,35 6,53 4,66 5,69 6,52 6,07 8,51 8,58 

Minimum 46,67 54,00 67,67 60,00 53,00 52,33 47,00 46,67 

Maximum 88,67 98,33 98,67 96,67 94,67 94,00 99,67 98,33 

Count 1 842 1 840 1 842 1 842 1 841 1 841 1 833 1 842 
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Appendix 6 – T-tests 
 

This appendix contains t-tests for each NPE indicator and ownership type. The 

below tables show difference in mean scores for the period 2009-2011 at the top and the 

P(T<=t) two-tail-value for a 95% confidence interval below. If the P(T<=t) is <0,05 the 

difference in mean scores is statistically significant. 

 

 
Overall impression Aleris AB Capio AB Carema Sjukvård AB Praktikertjänst AB 

Aleris AB 
- 0,743 8,557 -4,584 

- 0,695 0,000 0,002 

Capio AB 
-0,743 - 7,815 -5,326 

-0,695 - 0,000 0,000 

Carema Sjukvård AB 
-8,557 -7,815 - -13,141 

0,000 0,000 - 0,000 

Praktikertjänst AB 
4,584 5,326 13,141 - 

-0,002 0,000 0,000 - 

 

 
Recommend Aleris AB Capio AB Carema Sjukvård AB Praktikertjänst AB 

Aleris AB 
- 0,931 11,517 -4,854 

- 0,676 0,000 0,003 

Capio AB 
-0,931 - 10,586 -5,785 

-0,676 - 0,000 0,000 

Carema Sjukvård AB 
-11,517 -10,586 - -16,371 

0,000 0,000 - 0,000 

Praktikertjänst AB 
4,854 5,785 16,371 - 

-0,003 0,000 0,000 - 

 

 

Perceived utility Aleris AB Capio AB Carema Sjukvård AB Praktikertjänst AB 

Aleris AB 
- 1,062 6,870 -2,938 

- 0,526 0,000 0,012 

Capio AB 
-1,062 - 5,808 -4,000 

-0,526 - 0,000 0,000 

Carema Sjukvård AB 
-6,870 -5,808 - -9,809 

0,000 0,000 - 0,000 

Praktikertjänst AB 
2,938 4,000 9,809 - 

-0,012 0,000 0,000 - 

 

 

Trust Aleris AB Capio AB Carema Sjukvård AB Praktikertjänst AB 

Aleris AB 
- 2,275 7,488 -2,750 

- 0,228 0,000 0,030 

Capio AB 
-2,275 - 5,213 -5,025 

-0,228 - 0,002 0,000 

Carema Sjukvård AB 
-7,488 -5,213 - -10,238 

0,000 0,002 - 0,000 

Praktikertjänst AB 
2,750 5,025 10,238 - 

-0,030 0,000 0,000 - 
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Availability Aleris AB Capio AB Carema Sjukvård AB Praktikertjänst AB 

Aleris AB 
- 2,084 8,500 -3,905 

- 0,415 0,001 0,046 

Capio AB 
-2,084 - 6,417 -5,988 

-0,415 - 0,004 0,001 

Carema Sjukvård AB 
-8,500 -6,417 - -12,405 

-0,001 0,004 - 0,000 

Praktikertjänst AB 
3,905 5,988 12,405 - 

-0,046 -0,001 0,000 - 

 

 

Information Aleris AB Capio AB Carema Sjukvård AB Praktikertjänst AB 

Aleris AB 
- 2,080 6,747 -2,681 

- 0,251 0,000 0,027 

Capio AB 
-2,080 - 4,668 -4,761 

-0,251 - 0,003 0,000 

Carema Sjukvård AB 
-6,747 -4,668 - -9,429 

0,000 0,003 - 0,000 

Praktikertjänst AB 
2,681 4,761 9,429 - 

-0,027 0,000 0,000 - 

 

 

Participation Aleris AB Capio AB Carema Sjukvård AB Praktikertjänst AB 

Aleris AB 
- 1,678 7,392 -3,413 

- 0,382 0,000 -0,006 

Capio AB 
-1,678 - 5,713 -5,091 

-0,382 - 0,001 0,000 

Carema Sjukvård AB 
-7,392 -5,713 - -10,805 

0,000 0,001 - 0,000 

Praktikertjänst AB 
3,413 5,091 10,805 - 

-0,006 0,000 0,000 - 

 

 
Personal treatment Aleris AB Capio AB Carema Sjukvård AB Praktikertjänst AB 

Aleris AB 
- 1,586 6,317 -1,751 

- 0,223 0,000 0,050 

Capio AB 
-1,586 - 4,731 -3,337 

-0,223 - 0,000 0,000 

Carema Sjukvård AB 
-6,317 -4,731 - -8,068 

0,000 0,000 - 0,000 

Praktikertjänst AB 
1,751 3,337 8,068 - 

-0,050 0,000 0,000 - 
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Appendix 7 – Peer group for financial operating analysis 
 

This appendix contains the companies included in the peer group, which is as 

benchmark in the financial operating analysis. 

 
 

    

Achima Care AB Nybro Läkarcentrum AB 

Aneby Vård AB Nötkärnan Bergsjön Vårdcentral och BVC AB 

Carballos Klinic AB Nötkärnan Friskväderstorget Vårdcentral och BVC 

Curera Sjukvård AB Nötkärnan Hovås Askim Familjeläkare och BVC AB 

Din vårdcentral Bagarmossen AB Nötkärnan Kortedala Vårdcentral och BVC AB 

EF Medical AB Nötkärnan Kållered Familjeläkare och BVC AB 

Enköpingshälsan AB Premicare Primärvård AB 

Familjeläkarna Mitt AB ST Eriks Vårdbolag AB 

Familjeläkarna i Arboga AB Storvretens Vårdcentral AB 

Familjeläkarna i Saltsjöbaden AB Stuvsta Vårdcentral AB 

Huvudsta Vårdcentral AB Sveakliniken i Svedala AB 

Hälsans Hus Landvetter AB Tveta Hälsocentral AB 

Hälsocentralen i Hjo AB Vallentuna Doktorn AB 

Hälsoringen Vård AB Vaxholms Vårdcentral AB 

Hönö Vårdcentral AB Vibblaby Husläkarmottagning AB 

Johannelunds Vårdcentral AB Vingåkers vårdcentral AB 

Kallhälls Nya Vårdcentral AB Vivalla Vårdbolag AB 

Kungsportsläkarna AB Vrigstad Läkarmottagning Ramvi AB 

Legevisitten AB Vårdcentralen Flen AB 

Läkarhuset Enköping AB Vårdcentralen i Skarpnäck AB 

Medpro Clinic Stavre Vårdcentral AB Åsö Medical AB 

Mitt Hjärta Hälsovalet AB Älta Primärvård AB 

Njurunda Vårdteam AB Örestadskliniken Vårdcentral AB 
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Appendix 8 – Results from financial operating analysis 
 

1) Financial metrics by ownership (2009-2011 averages) 

 

Company 
Revenue 

Growth 

Revenue/ 

employee 

Personnel 

cost/employee 

Personnel 

cost/revenue 

EBITDA 

margin 
EBIT margin Profit margin NWC/revenue ROA 

Capio AB 59,6% 1 037 467 32,9% -0,2% -2,2% -0,2% -9,7% -1,0% 

Carema Sjukvård AB -29,6% 1 016 302 32,8% 1,9% 0,6% 0,4% -11,2% 0,8% 

Aleris AB 21,4% 1 050 452 32,5% -11,8% -15,8% -14,0% -21,2% -15,5% 

Private equity (avg) 23,1% 1 037 420 32,8% -4,1% -6,6% -5,3% -14,4% -6,0% 

Praktikertjänst AB 14,1% 734 320 32,7% 11,8% 8,5% 10,7% 36,2% -1,0% 

Peer group 67,3% 1 187 430 36,3% 4,8% 3,7% 2,4% -6,1% 12,5% 

 
2) Financial metrics by ownership, Praktikertjänst = Index 1 

 

Company 
Revenue 

Growth 

Revenue/ 

employee 

Personnel 

cost/employee 

Personnel 

cost/revenue 

EBITDA 

margin 
EBIT margin Profit margin NWC/revenue ROA 

Capio AB 324% 41% 46% 1% -102% -126% -102% -127% 0% 

Carema Sjukvård AB -310% 38% -6% 1% -84% -93% -96% -131% 180% 

Aleris AB 52% 43% 41% 0% -200% -285% -231% -159% -1460% 

Private equity (avg) 64% 41% 31% 0% -134% -178% -149% -140% -507% 

Praktikertjänst AB 1 1 1 1 1 1 1 1 1 

Peer group 379% 62% 34% 11% -60% -56% -78% -117% 1356% 

 
3) Financial metrics by ownership, Peer group = Index 1 

 

Company 
Revenue 

Growth 

Revenue/ 

employee 

Personnel 

cost/employee 

Personnel 

cost/revenue 

EBITDA 

margin 
EBIT margin Profit margin NWC/revenue ROA 

Capio AB -12% -13% 9% -9% -104% -159% -107% -58% -108% 

Carema Sjukvård AB -144% -14% -30% -9% -60% -84% -83% -83% -94% 

Aleris AB -68% -12% 5% -10% -348% -525% -691% -246% -224% 

Private equity (avg) -66% -13% -2% -10% -185% -279% -322% -135% -148% 

Praktikertjänst AB -79% -38% -26% -10% 149% 130% 351% 691% -108% 

Peer group 1 1 1 1 1 1 1 1 1 

 
Definitions of financial metrics: EBITDA margin: EBITDA/revenue, EBIT margin: EBIT/revenue, Profit margin: net profit/revenue, Net Working Capital/revenue: (Operating assets-

Operating liabilities)/revenue, Return on assets (ROA): net profit/total assets  
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Appendix 9 – Peer group for LBO analysis 
 

This appendix contains the companies included in the peer group, which is as benchmark in the 

LBO analysis. 

 

 

  

Achima Care AB 

Aleris Hälsocentral Bollnäs AB 

Aneby Vård AB 

Avesina Primärvård AB 

Carballos Klinic AB 

Curera Sjukvård AB 

Din vårdcentral Bagarmossen AB 

EF Medical AB 

Enköpingshälsan AB 

Familjeläkarna Mitt AB 

Hansahälsan sjukvård AB 

Hantverksdoktorn AB 

Huvudsta Vårdcentral AB 

Hälsans Hus Landvetter AB 

Hälsoringen Vård AB 

Hönö Vårdcentral AB 

Johannelunds Vårdcentral AB 

Legevisitten AB 

Njurunda Vårdteam AB 

Nybro Läkarcentrum AB 

Premicare Primärvård AB 

ST Eriks Vårdbolag AB 

Storvretens Vårdcentral AB 

Säröledens familjeläkare AB 

Tveta Hälsocentral AB 

Vallentuna Doktorn AB 

Vaxholms Vårdcentral AB 

Vibblaby Husläkarmottagning AB 

Vivalla Vårdbolag AB 

Våkro AB 

Vårdcentralen i Skarpnäck AB 

Vårdcentralen Östertull AB 

Västerledens Vårdcentral AB 

Åsö Medical AB 
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Appendix 10 – Results from LBO analysis 
 

 Absolute performance pre- and post-buyout by LBO and applicable peer group (year dependent) 

 

LBO 
Revenue 

Growth 

Revenue/ 

employee 

Personnel 

cost/employee 

Personnel 

cost/revenue 

EBITDA 

margin 
EBIT margin Profit margin NWC/revenue ROIC 

 
Pre-

buyout 

Post-

buyout 

Pre-

buyout 

Post-

buyout 

Pre-

buyout 

Post-

buyout 

Pre-

buyout 

Post-

buyout 

Pre-

buyout 

Post-

buyout 

Pre-

buyout 

Post-

buyout 

Pre-

buyout 

Post-

buyout 

Pre-

buyout 

Post-

buyout 

Pre-

buyout 

Post-

buyout 

C&N 

Medtjänst 
21,5% -26,4% 2 484 3 818 259 307 10,6% 7,3% 21% 32% 20% 31% 10% 6% 25% -29% 52% -97% 

Peer group 98% 23% 1036 1162 591 652 57% 57% 13% 10% 11% 8% 11% 8% 16% 7% 44% -15% 

Husläkarna i 

Kungsbacka 
61,5% 87,1% 1 260 2 060 471 640 37,4% 31,0% 2% 9% 1% 8% 0% 0% -4% -3% 27% 424% 

Peer group 35% 23% 960 1121 555 639 57% 58% 12% 11% 11% 10% 11% 10% 17% 7% 75% 39% 

Hälsobackens 

Läkargrupp 
22,0% 161,9% 825 1 781 640 701 77,7% 41,0% 5% 1% 5% 0% 1% -1% 18% 6% 16% 2% 

Peer group 98% 23% 1036 1162 591 652 57% 57% 13% 10% 11% 8% 11% 8% 16% 7% 44% -15% 

Medicin Direkt 

i Östersund 
79,7% 208,7% 694 955 349 478 50,6% 50,0% -11% -2% -15% -5% -17% -6% 1% -3% -41% -41% 

Peer group 6% 35% 921 1036 552 591 60% 57% 10% 12% 9% 11% 9% 11% 12% 16% 74% 44% 

Medicinskt 

Centrum i 

Norrköping 

23,6% 108,6% 1 730 1 618 453 1 004 26,2% 62,2% 11% 9% 10% 7% 7% 4% 21% 2% 16% 2% 

Peer group 98% 23% 1036 1162 591 652 57% 57% 13% 10% 11% 8% 11% 8% 16% 7% 44% -15% 

 

 Relative performance* by LBO compared to peer group 

 

LBO 
Revenue 

Growth 

Revenue/ 

employee 

Personnel 

cost/employee 

Personnel 

cost/revenue 

EBITDA 

margin 
EBIT margin Profit margin 

NWC/ 

revenue 
ROIC 

C&N Medtjänst 27% 1 208 -12 -3% 14% 14% -1% -45% -90% 

Husläkarna i Kungsbacka 38% 638 85 -7% 8% 8% 1% 10% 433% 

Hälsobackens Läkargrupp 215% 830 0 -37% -1% -1% 1% -2% 45% 

Medicin Direkt i Östersund 100% 147 90 2% 7% 8% 9% -8% 30% 

Medicinskt Centrum i Norrköping 160% -238 490 36% 1% 0% 0% -10% 154% 

Mean 108% 517 130 -2% 6% 6% 2% -11% 114% 

Median 100% 638 85 -3% 7% 8% 1% -8% 45% 

*Relative performance is calculated as (Post-buyout performance [LBO] - Pre-buyout performance [LBO]) – (Post-buyout performance [Peer group] 

- Pre-buyout performance [Peer group]
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Appendix 11 - List of respondents  
 

During the course of the project we have conducted a total of 10 interviews with 

company management (6), private equity professionals (3) and employees (1). Due to a 

common desire to remain anonymous, we have chosen not to publish any of the 

respondents nor their organizations names. 

 

Respondent A: Head of health care division at a private health care provider 

 

Respondent B: Head of quality at a private health care provider 

 

Respondent C: Chief medical officer at a private health care provider 

 

Respondent D: Business development manager at a private health care provider 

 

Respondent E: Head of  primary care division at a private health care provider 

 

Respondent F: Head of quality at a private health care provider 

 

Respondent G: Head of communications at a private equity industry organization 

 

Respondent H: Partner at Scandinavian-based private equity firm 

 

Respondent I: Investment manager at Scandinavian-based private equity firm 

 

Respondent J: Employee at a private primary care unit 
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Appendix 12 - Interview agenda for company management 
 

Healthcare quality 

 How would you define healthcare quality? 

 What are the most important metrics your company uses to measure, follow up 

on and evaluate healthcare quality? 

 How do you work to follow up on healthcare quality and ensure that an 

acceptable level is maintained? 

 How often do you conduct quality monitoring? 

 In terms of importance on a scale from 1 to 5 (5 being the highest), how would 

you rank the importance of “soft” parameters (perceived quality) compared to 

“hard” parameters (medical measurements)? 

 In terms of importance for high health care quality, how would you rank the 

following value creating mechanisms; financial engineering, corporate 

governance engineering, operational engineering and strategic engineering? 

 How do you ensure that patients are aware of the level of your healthcare 

quality? Do you take any specific actions? 

 Why do you think that private equity health care units, on average, achieve a 

health care quality level similar to that of public health care units but lower that 

other private health care units (Praktikertjänst)? 

 

Industry dynamics and political risk 

 What is the biggest difference between a private equity-owned and a publicly 

owned care provider? 

 With focus on the four value creating mechanisms mentioned above, what is the 

largest difference between your company and other private and public health 

care providers? 

 Are you concerned about the political risk in your industry? Are you reluctant to 

lead a private healthcare provider due to the political risk? 

 Is the corporate culture and morale affected by public scrutiny and media 

attention? If yes, how? 

 What is your opinion on private equity ownership within Swedish welfare? 

What effect, if any, do you believe private equity ownership have had on the 

industry as a whole? 

 

Financial value creation 

 Why do you think private equity-owned primary care units have achieved better 

financial performance than other privately owned or public units?  

 What specific operational improvements are usually put in place post buyout? 

What has the result been and what is the general response from employees? 

 What are the most important financial performance metrics you use to follow up 

on and evaluate financial performance? 

 In terms of importance for financial value creation, how would you rank the 

following value creating mechanisms; financial engineering, corporate 

governance engineering, operational engineering and strategic engineering? 
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Appendix 13 - Interview agenda for private equity professionals 
 

Financial value creation 

 What would you say is the main reason why private equity companies find the 

primary healthcare industry attractive? 

 What specific characteristics do private  equity companies look for in a potential 

investment in the healthcare industry? 

 How would you characterize private equity ownership as opposed to other 

ownership types (other private or public owners)?  

 Would you say that the private equity model is beneficial in terms of financial 

value creation compared to models employed by other owners? Why? 

 Ranking of value creating mechanisms in terms of importance for financial 

value creation 

 Ranking of value creating mechanisms in terms of importance for health care 

quality 

 Why do you think private equity-owned primary care units have achieved better 

financial performance than other privately owned or public units?  

 

Industry dynamics and political risk 

 Are private equity companies generally concerned about the political risk in the 

healthcare industry? Are they cautious about making new investments due to the 

political risk? 

 Is corporate culture and morale affected by public scrutiny and media attention? 

 What is your opinion on private equity ownership in Swedish welfare? 

 How do you see political risk developing over the next few years? 

 How do private equity companies account for political risk in their investments? 

For example, how do they handle public scrutiny and media attention? 

 What effect, if any, do you believe private equity companies have had on the 

healthcare industry as a whole? 

 Do you believe the private equity model is suitable for ownership in the welfare 

sector? Why? 

 How and what do you respond to the criticism toward private equity companies 

and their suitability as owners of welfare companies (considering for example 

investment horizon)? 

 

 

 

 

 

 

 

 

 

 

 

 

 



124 

 

Appendix 14 - Interview agenda for employees 
 

Healthcare quality 

 How would you define healthcare quality? 

 What would you say is the single most important factor in providing superior 

healthcare quality? 

 Do you feel you have access to the right tools to be able to provide high 

healthcare quality?  

 Do these tools differ from other primary care units you are familiar with? If yes, 

how?  

 Do you believe ownership type has an impact on which tools employees have 

access to? If yes, do you believe this affects the ability to provide good 

healthcare quality? 

 Has your ability to provide good healthcare quality been affected by the change 

in ownership? If yes, how and why? 

 What is the general feedback from a patient’s perspective regarding the quality 

of the services you provide? 

 How do you work to follow up on healthcare quality and ensure that an 

acceptable level is maintained? 

 How often do you conduct quality monitoring? 

 How do you ensure that patients are aware of the level of your healthcare 

quality? Do you take any specific actions? 

 

Organizational changes 

 Has there been any major organizational changes following the new ownership? 

If yes, which ones? 

 Has your work situation changed following the new ownership? If yes, how? 

 Have specific work tasks been affected? If yes, how? 

 Have you received new work tasks or been relieved of old work tasks? If yes, 

which ones?  

 Who currently performs the work tasks you previously were responsible for? 

 Have you experienced a change in working culture/environment under the new 

owner? If yes, how would you characterize the change? 

 

Industry dynamics and political risk 

 Are you concerned about public scrutiny and media attention in relation to the 

debate surrounding private ownership in the Swedish primary care industry (or 

other welfare sectors)? 

 What is your perspective on the criticism towards private equity companies 

owning Swedish primary care units (for example criticism towards unreasonable 

operational improvements, high managerial pay etc.)? 

 What do you respond to the criticism toward private equity companies and their 

suitability as owners of welfare companies? 

 What effect, if any, do you believe private equity companies have had on the 

industry as a whole?
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Appendix 15 - Interview answers by respondent (company management) 
 

This appendix contains a summary of answers given by respondents A-F. N/A indicates that the question was not answered and 

should thus not be interpreted as if the respondent answers “not relevant”, “no” or similar. 

 

Area Question Respondent A Respondent B Respondent C Respondent D Respondent E Respondent F 

Healthcare quality 
Healthcare quality 

definition 

Patient satisfaction 

and medical 

outcome 

Patient security, 

medical quality, 

personal treatment, 

process quality 

To perform the 

right service at the 

right time for the 

right patient with 

the right use of 

resources 

N/A 

Patient satisfaction 

and medical 

outcome 

Perceived quality most 

important (expectations vs. 

outcome) 

 
Metrics to follow up 

on health care quality 

Some 80 

parameters used for 

healthcare quality 

but no specifically 

for primary care  

NPE, external and 

internal revisions, 

hygiene rounds, 

patient & 

employees surveys, 

medical records 

NPE, own patient 

surveys, medical 

records (national)  

Availability, NPE 

NPE, external and 

internal revisions, 

patient & 

employees surveys, 

medical records 

NPE, internal and external 

revisions, region-based 

demands 

 

How to work to 

follow up on health 

care quality 

Increase 

compensation for 

good outcomes 

Monthly follow-ups 

& year-end quality 

reports 

Continuous follow-

ups and 

discrepancy 

analysis 

N/A 

Continuous follow-

ups, discrepancy 

analysis, year-end 

quality reports 

Not possible with yearly 

quality results due to 

differences in municipal 

prerequisites 

 

Importance of soft 

parameters compared 

to hard (scale 1-5) 

N/A 2,5 2,5 3 3 4 

 

 

 

 

 

 

 

Ranking of value 

creating mechanisms 

in terms of 

importance for health 

care quality 

1) Operational 

2) Strategic  

3) Corporate 

Governance 

4) Financial 

1) Strategic 

2) Corporate 

governance 

3) Operational 

4) Financial 

1) Operational 

2) Strategic 

3) Corporate 

governance 

4) Financial 

N/A 

1) Strategic 

2) Operational 

3) Corporate 

governance 

4) Financial 

1) Corporate governance 

2) Strategic 

3) Operational 

4) Financial 
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Actions taken to 

ensure patients are 

aware of quality 

level 

N/A 

No specific actions 

yet, medical results 

are presented by 

national quality 

records 

Present NPE and 

internal quality 

monitoring on web 

page etc. 

N/A No specific actions 

Internal quality model is 

communicated through 

marketing in waiting 

rooms, webpage etc. 

 

Why is private equity 

units’ quality at par 

with public units but 

below other private?  

N/A 

Negative 

expectations due to 

medial criticism 

Operational 

differences – the 

ability to create an 

engaging and 

service-minded 

workspace differ 

substantially 

between different 

owners 

(Praktikertjänst is 

the best) 

N/A 
Operational 

differences 
N/A 

Industry dynamics and 

political risk 

Largest difference 

between your 

company and other 

private and public 

health care providers 

The company 

offers centralized 

support, HR etc. 

Doctors can 

thereby spend as 

much time as 

possible to what 

they do best. Public 

heath care more 

hierarchical (top-

down decisions).   

Financially strong 

owner with long-

term focus, which 

is reflected in 

health care quality 

1) Operational: Flat 

organization 

2) Strategic: More 

aggressive growth 

strategy 

3) Corporate 

governance: 

performance-based 

pay  

4) Financial: Strong 

financial owner 

Leadership/manage

ment – PE-owned 

companies are 

more focused on 

financial results, 

governance is an 

important factor 

Financially strong 

owner with long-

term focus 

N/A 

 

Are you concerned 

about the political 

risk in the industry? 

No, new focus on 

healthcare quality 

is good.  

Somewhat, hoping 

for more 

centralized quality 

monitoring in the 

future 

No 

Yes – hard to play 

by the rules when 

they are unclear (a 

major problem is 

procurement where 

companies are 

evaluated on what 

they promise in 

terms of financial 

result and quality 

and not on how to 

achieve it) 

 

Yes, affects future 

potential for private 

care givers 

N/A 



127 

 

 

 

 

 

 

 

 

Is corporate culture 

and morale affected 

by public scrutiny 

and media attention? 

N/A Yes 

Affects individuals 

rather than entire 

groups 

Not to a greater 

extent than for 

other private or 

public health 

centers 

To some extent 

through media 
N/A 

 

What is your opinion 

on private equity 

ownership in 

Swedish welfare? 

Good, Private 

equity is needed. 

Unnecessary 

expensive if you 

would not allow 

private ownership 

into the sector.  

Good if private 

equity companies 

contribute with 

investments. Short-

term focus is a 

hazard 

Increased number 

of primary care 

units and ability to 

share 

administrative 

(overhead) 

expenses 

Increased number 

of primary care 

units – patients gain 

since they usually 

chose health center 

based on 

geographic location 

(distance from 

home) 

Has helped 

unburden and 

rationalize the 

public care system 

N/A 

Financial value 

creation 

Why do private 

equity primary care 

units achieve higher 

growth than other 

private or public 

units? 

N/A 

High quality leads 

to superior 

financials 

Standardization and 

local leadership 

More focus on 

results + 

standardization 

Operational 

improvements and 

more rigorous 

follow-up routines 

N/A 

 

Specific operational 

improvements 

usually put in place 

post buyout 

No specific 

operational 

improvements. 

Capture people 

who share our 

strategic idea. 

1) Reduction in 

overhead by shared 

admin 

2) Investments in 

new equipment  

Reduced overhead 

costs, standardize 

work methods  

New company 

management, new 

business model 

(more focus on 

gaining new 

patients) 

Reduced overhead, 

more focus on 

results 

N/A 

 

Ranking of value 

creating mechanisms 

in terms of 

importance for 

financial value 

creation 

N/A 

1) Strategic 

2) Corporate 

governance 

3) Operational 

4) Financial 

1) Operational 

2) Corporate 

governance 

3) Strategic 

4) Financial 

N/A 

1) Operational 

2) Corporate 

governance 

3) Strategic 

4) Financial 

N/A 



 

128 

 

Appendix 16 - Interview answers by respondent (private equity professionals) 
 

This appendix contains a summary of answers given by respondents G-I. N/A indicates that the question was not answered and 

should thus not be interpreted as if the respondent answers “not relevant”, “no” or similar. 

 

Area Question Respondent G Respondent H Respondent I 

Financial value creation 

What would you say is the main reason why 

private equity companies find the primary 

healthcare industry attractive? 

1) Growth potential 

2) Ageing population  

3) Need for 

consolidation/efficiency 

improvements 

4) Economies of scale 

(standardization) 

Growth potential, possibility for 

efficiency improvements 
Efficiency and growth  

 

What specific characteristics do private equity 

companies look for in a potential investment in the 

healthcare industry? 

Growth potential, market share 

gain, possibility for operational 

and strategic improvements 

(increase service offering and 

integration of value chain) 

Growth potential (strategic fit), 

profitability, strong management 

team 

Strategic fit 

 

How would you characterize private equity 

ownership as opposed to other ownership types 

(other private or public owners)?  

Mid-term owner – must show 

results (in the beginning, a 100-

day plan is often presented) 

Alignment of interests between 

company management, employees 

and owners 

Assignment of a competent 

board of directors 

Different private equity companies 

are good at different situations 

(rationalizations, growth etc.) – 

enables sales between companies 

More focus on results (sense of 

urgency), employment of a 

dedicated and experienced board, 

alignment of interest through 

managerial incentives, better 

decision making abilities due to 

larger focus on numbers 

Continuous close collaboration 

between portfolio company 

management and PE firm. 

Superior knowledge in cross-

industrial markets enables a quick 

identification of improvement 

areas and what it takes to get the 

job done. 

 

Would you say that the private equity model is 

beneficial in terms of financial value creation 

compared to models employed by other owners? 

Why? 

N/A 

Yes, the above characteristics 

contribute to larger growth/profit 

potential 

No, not necessarily. Value 

creation has a lot to do with 

common sense. It does not 

necessarily have to be as complex 

as it often is portrayed in the 

academic world 
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Ranking of value creating mechanisms in terms of 

importance for financial value creation 

1) Operational  

2) Strategic 

3) Corporate governance 

4) Financial 

1) Strategic  

2) Operational 

3) Corporate governance 

4) Financial 

1) Operational 

2) Strategic 

3) Corporate Governance 

4) Financial 

 
Ranking of value creating mechanisms in terms of 

importance for health care quality 

1) Strategic  

2) Corporate governance 

3) Operational 

4) Financial 

1) Corporate governance 

2) Operational 

3) Strategic 

4) Financial 

1) Operational  

2) Corporate Governance 

3) Strategic 

4) Financial 

 
Why do private primary care units show 

significantly higher growth than other care units? 

Standardization across units and 

regions 

Standardization across units and 

regions 

More efficiently managed 

(standardization) 

Industry dynamics and 

political risk 

Are private equity companies generally concerned 

about the political risk in the healthcare industry? 

Are they cautious about making new investments 

due to the political risk? 

Yes (unclear rules and laws affects 

risk premiums and price) 

Yes, but does not affect a potential 

investment decision at this time – 

might do in the future as new laws 

and restrictions are implemented 

Yes. The political agenda could 

have severe impact on the private 

healthcare industry  

 
Is corporate culture and morale affected by public 

scrutiny and media attention? 
Yes 

Yes, but not the ability to perform 

well 
Yes 

 
What is your opinion on private equity ownership 

in Swedish welfare? 
N/A 

Help to increase efficiency, 

competition and quality 

Good. Competition increases 

efficiency. 

 
How do you see political risk developing over the 

next few years? 
Dependent on political decisions Dependent on political decisions N/A 

 

How do private equity companies account for 

political risk in their investments? For example, 

how do they handle public scrutiny and media 

attention? 

N/A 

Risk premium partly reflects the 

political risk (and other risk) – this 

is generally high as investors are 

not willing to enter the market 

N/A 

 

What effect, if any, do you believe private equity 

companies have had on the healthcare industry as a 

whole? 

N/A 

Increased competition and 

awareness that public service is 

not always best 

The efficiency achieved through 

private ownership has evolved into 

a great debate on overall 

healthcare reform and quality. 

 
Do you believe the private equity model is suitable 

for ownership in the welfare sector? Why? 
N/A Yes 

Yes. Efficiency and the ability to 

leverage on superior business 

knowledge have a positive impact 

on best practices, which should be 

embraced privatized welfare 

industries. 

 

How and what do you respond to the criticism 

toward private equity companies and their 

suitability as owners of welfare companies 

(considering for example investment horizon)? 

N/A N/A See above.  
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Appendix 17 - Interview answers by respondent (employees) 
 

This appendix contains a summary of answers given by respondent J. N/A indicates 

that the question was not answered and should thus not be interpreted as if the respondent 

answers “not relevant”, “no” or similar. 

 

Area Question Respondent J 

Healthcare quality Healthcare quality definition 

Provide high quality care fast – knowledgeable and 

highly educated staff is vital in reducing waiting 

time 

 
What would you say is the single most important 

factor in providing superior healthcare quality? 
Well educated, well informed and service minded 

 
Do you feel you have access to the right tools to be 

able to provide high healthcare quality? 

Yes  

 

 
Do these tools differ from other primary care units 

you are familiar with? If yes, how? 

Large difference between private and public sector 

as well as large and small clinics in terms of ability 

to influence your own work situation. Also more 

hierarchical in public sector and larger companies 

 

Do you believe ownership type has an impact on 

which tools employees have access to? If yes, do 

you believe this affects the ability to provide good 

healthcare quality? 

N/A 

 

Has your ability to provide good healthcare quality 

been affected by the change in ownership? If yes, 

how and why? 

Yes, the new owner is more keen to conduct quality 

monitoring and ensuring that the goals are withheld  

 

What is the general feedback from a patient’s 

perspective regarding the quality of the services you 

provide? 

Very satisfied (no difference pre/post buyout) 

 
Ranking of value creating mechanisms in terms of 

importance for health care quality 

1) Strategic  

2) Financial 

3) Corporate governance 

4) Operational 

 

How do you ensure that patients are aware of the 

level of your healthcare quality? Do you take any 

specific actions? 

No specific actions 

Organizational 

changes 

Has there been any major organizational changes 

following the new ownership? If yes, which ones? 

Operational: Centralization of some work tasks 

Strategic: Increased opening hours and more 

customers 

Corporate governance: Budget and demands from 

owner 

Financial: None 

 
Has your work situation changed following the new 

ownership? If yes, how? 
Yes, some work tasks have been centralized 

 
Have specific work tasks been affected? If yes, 

how? 

More focus on my core knowledge as other tasks are 

centralized 

 

Have you experienced a change in working 

culture/environment under the new owner? If yes, 

how would you characterize the change? 

None significant change other than that we have 

become part of a larger network of employees and 

other professionals 

Industry dynamics 

and political risk 

Are you concerned about public scrutiny and media 

attention in relation to the debate surrounding 

private ownership in the Swedish primary care 

industry (or other welfare sectors)? 

No, quite the opposite – patients are given an 

alternative to public care as the waiting times are so 

extremely long today. Many patients are critic 

towards public care 

 
Is corporate culture and morale affected by public 

scrutiny and media attention? 
No, the criticism does not reach the employees  

 


