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INTRODUCTION “Money-Spinning Machines” Let the Looting Begin

In late September 1987, John Dingell, the Michigan Democrat and chairman of the House Committee on Energy and Commerce, got the important report he’d requested. A troubling takeover boom was transforming corporate America and imperiling workers, and Dingell had asked the Congressional Research Service, the nonpartisan think tank housed in the Library of Congress, for an analysis of various merger and acquisition deals in the works.

Corporate buyouts were enriching investors as Oliver Stone’s movie Wall Street riveted the nation with Gordon Gekko declaring that “greed, for lack of a better word, is good.” Outside of Hollywood, deep policy questions dogged the transactions: Did buyouts increase company efficiencies and productivity by eliminating “redundancies,” as their proponents claimed, or were the critics right when they said takeovers were job-destroyers that rewarded executives for short-term operational fixes rather than long-term investment and overall prosperity?

“Leveraged Buyouts and the Pot of Gold,” the Congressional Research Service’s report was called, and it aimed to help Congress understand and maybe even restrict the growing takeover binge fueled by a new and risky kind of debt known as junk bonds. These bonds were issued by financially weaker companies that, in earlier days, would not not have been able to raise money from investors. But now, thanks in part to these bonds, the nation’s big corporations were undergoing a period of “wrenching adjustment,” the study noted, following years of recession, inflation, and increased competition from companies overseas. “Suddenly businesses were up for grabs,” the congressional researchers concluded, pursued by financiers whose funding came from bond investors willing to take a chance they’d lose money on the securities if it meant receiving a higher interest rate.

Were these deals good or bad for society? The report’s authors dithered. On one hand, the success of the takeovers was “largely anecdotal,” and on the other, the “economic dislocations were difficult to quantify.” It was “open for debate” whether the plant closings and job losses that typically followed these transactions would have occurred regardless, the report said.

Everyone could agree on one thing, though. The firms doing the takeover deals were “money-spinning machines.” And those machines were, for the most part, smallish partnerships formed by refugees from Wall Street who’d made enough money to go out on their own. First movers were firms like Thomas H. Lee Partners, a Boston-based investment company started by an ex-banker in the 1970s, and Kohlberg Kravis Roberts, a New York firm launched in 1976. Jerome Kohlberg, Henry Kravis, and George Roberts opened shop after successful stints at the now defunct brokerage Bear Stearns & Co., and along with Lee, recognized that many American companies currently had assets worth far more than their stock prices let on. Why not borrow money now to acquire these undervalued companies and then sell them later at a profit?

Such was the path to the pots of gold the Congressional Research Service identified. But, while the 1980s takeover surge rewarded the financiers, it coincided with the start of other shifts that would wind up punishing Main Street America over the coming decades. For example, at the same time workers began losing their jobs to corporate buyouts, their company pensions, which had long provided reliable and prosperous retirements, were starting to disappear. The 1978 Revenue Act effectively killed off the creation of new employer-funded pension plans and placed the burdens of planning for, and paying for, retirement directly on the worker. Known as 401(k)s, the program benefitted both Wall Steet and big business while exposing financial neophytes to uncertain financial futures.

During the late 1980s, Congress would hold several hearings about reining in debt-laden takeovers, highlighting the dangers of heavy borrowing and the financial machinations they required. Finally, after several years of excess, Kohlberg Kravis Roberts’s gargantuan $25 billion leveraged buyout of RJR Nabisco got lawmakers’ attention. So did the $75 million in fees KKR earned on that 1988 deal.

Washington tends to identify burgeoning risks but rarely acts until these threats become full-blown crises. Not surprisingly the hearings resulted in no new laws, after which legislators moved on to other issues. Buyout dealmakers had lobbied heavily against any new restrictions, the New York Times reported, and some in Congress worried that if they acted against leveraged buyouts, they’d cause a market crash. No one wanted a repeat of October 19, 1987, when the Dow Jones Industrial Average had fallen 508 points in a single day. At more than 22 percent, that was the biggest one-session drop in the index’s history, and it still weighed on lawmakers’ minds.

Some in the government played down the impact of leveraged buyouts, predicting that “the market” would correct any excesses. This so-called free-market ideology promoted by Ronald Reagan’s economic team had become the basis of a hands-off culture in Washington. Nicholas Brady, the treasury secretary under George H. W. Bush, espoused this idea, telling Congress in 1989 that he expected the troubling takeover deals would soon become “a thing of the past.” Brady could not have been more wrong. In fact, the transactions were to become a very big thing of the future. And “Pot of Gold” didn’t begin to describe the riches an elite gang of financiers would reap from them.

More than thirty years later, the effects of what began as the leveraged buyout boom in the late eighties, paired with the belief that markets and deregulation support society, are devastatingly clear. Today, there is little room for equivocation. The economic wreckage caused by the takeover titans is real and measurable. Except now they call their industry private equity—a name that conveys suave sophistication but none of its brutality. The riches amassed by the people overseeing these money-spinning machines—and most of them are white males—are simply staggering.

Armed with decades of data, we now have unsettling studies and proof of the perverse impacts these buyouts have on workers, customers, pensioners—everyone but the dealmakers. Residents of nursing homes owned by private equity firms, among the nation’s most vulnerable populations, have been especially hurt: one study showed residents experienced 10 percent more deaths in facilities owned by private equity firms than in other entities, due to decreased staff, reduced compliance with standards of care, and more. Another study tied private equity ownership of nursing homes to increases in emergency room visits and hospitalizations, and higher Medicare costs.

Beyond healthcare, a major and devastating focus of the financiers, private equity buyouts across industries result in ten times as many bankruptcy filings, research shows. Waves of job losses result, wrecking families and lives and slashing tax receipts. The high costs associated with these investments deplete pensioners’ benefits and add to government deficits. Even the planet bears a brunt: in recent years, as public companies have come under pressure to jettison businesses that strip-mine ecosystems or pollute the planet, private equity has rushed in to buy them, keeping alive fouling operations that might otherwise be mothballed.

Assessing the damage that this rapacious form of capitalism has wrought on our country and our citizens is overdue. In this book, we examine the how, the why, and, most significantly, the whom in this calamity in order to educate, inform, and maybe even end the carnage.

Those on the losing end in our economy are easy to recognize—the working poor, rank-and-file corporate employees, pensioners and savers, small businesses and the middle class. Identifying the winners and how they’ve ravaged our economy and exploited Main Street America is what this book is about.

Stanley Sporkin was an aggressive prosecutor, federal district judge, CIA general counsel, conservative, and the first director of enforcement for the Securities and Exchange Commission in the 1970s. He summed it up this way: “Capitalism is the greatest thing going,” he said, “but unchecked, it’s its own undoing.”



An exhausted nurse at a Louisville, Kentucky, hospital, accused of insubordination, was sent home on the spot. It was late March 2020 and a pandemic was tightening its grip on the United States. What had the nurse done wrong? She had tried to protect herself and those around her at the Norton Women’s and Children’s Hospital from being infected with COVID-19. Because the facility had failed to provide an N95 mask to wear as protection against the virus, she’d declined to treat patients who had it. She said the hospital suspended her as a result, a characterization the hospital disputed.

A few months later, in Lewiston, Idaho, nurses at the St. Joseph Regional Medical Center staged a protest rally in front of the fifty-bed facility. Amid the pandemic, the Catholic hospital had threatened to slash their fifteen-minute rest periods to ten. Wages at the facility were already 12 percent below those of other hospitals in the region. The hospital, which had previously been a nonprofit, says it is “continuing the healing ministry of Jesus.”

In March 2021, after a full year of battling COVID, the Oregon Nurses Association published a damning analysis. An investigation into the sixty-bed Willamette Valley Medical Center in McMinnville, Oregon, found that 80 percent of nurses reported inadequate staffing levels there. This shortage, the report found, led to compromised patient safety or patient injury.

Across the nation, the COVID pandemic stretched hospitals and staffs to the limit. Healthcare worker exhaustion was becoming its own crisis as patient deaths soared. But these three facilities, fielding serious complaints about working conditions and compromised patient safety, had something else in common. All were managed by LifePoint Health, a nationwide hospital chain owned by Apollo Global Management, a wealthy and powerful New York investment firm. Run by a sharp-elbowed financier named Leon Black and his deal-making billionaire partners, Apollo did not directly manage the eighty-four mostly rural hospitals in the LifePoint system, but it oversaw their operations closely with one goal in mind: to raise the hospitals’ profits enough so the system could be sold quickly for a gain. LifePoint employees in three different states told us similar stories about their experiences working at the company’s hospitals: after Apollo bought them, they saw a sharp deterioration in care.

When hard-driving financiers like Apollo purchase hospital systems, patient care often suffers, academic research shows. Private equity–owned hospitals tend to have lower patient satisfaction and fewer employees per occupied bed, for example. And after the financiers take over, hospitals charge more for their services and report larger profits than peers that are not owned by moneymen.

LifePoint facilities may have failed their workers and patients in 2020, but the hospital system was still able to tap taxpayers for massive amounts of pandemic relief money. The company got $1.4 billion from the government, much of it in the form of loans it would never have to repay. Even as it received this funding, LifePoint slashed the amount it paid staff in salary and benefits by $166 million and reduced the charity care it provided, such as free treatments for the indigent, by 21 percent.

This taxpayer assistance helped generate an enormous profit for Apollo, Black, and his colleagues. In 2021, the Apollo partnership that held the LifePoint stake sold it, recording a $1.6 billion gain—an amount amazingly close to what the government had given it in COVID relief monies.



In autumn 2020, as COVID raged across America, the federal government instituted an eviction moratorium, aiming to keep people out of shelters and group living situations that could accelerate the virus’s spread. With the pandemic shuttering businesses and workplaces and Americans losing their jobs and incomes, barring landlords from ousting tenants became a priority.

A throng of large and prosperous landlords paid little mind to this priority, as a congressional investigation later determined. Four such landlords filed more than 15,000 eviction proceedings between March 2020 and July 2021; some even brought actions against tenants who had applied for rental assistance programs.

Besides potentially increasing COVID rates, eviction filings can wreak havoc on tenants’ families, ruin their credit scores, and make it harder to find new places to live.

One of the four wealthy landlords cited by Congress was Pretium Partners, an investment firm that joined forces with private equity powerhouse Ares Management in the fall of 2020. Ares was cofounded in 1997 by Antony Ressler, an early partner at Apollo and Leon Black’s brother-in-law.

Announcing the tie-up with Pretium, Joel Holsinger, partner and cohead of Ares Management’s alternative credit unit, enthused: “We are excited to partner with our real estate colleagues and Pretium to benefit all of our stakeholders.”

Not quite all, as eviction court records would show. Through July 31, 2021, the congressional report found, Pretium initiated 6,264 eviction actions against its tenants, some filed when residents fell as little as $500 behind on their rent.

Cristina Velez and her daughter experienced this trauma firsthand. After she lost her job, Velez reached out to her landlord, a unit of Pretium, in early September 2020; she asked if it would give her time to come up with her rent.

“I told them I was affected by COVID, but it didn’t matter to them,” Velez said.

Two weeks later, Velez found a set of eviction papers at her front door. She did not know about the government’s moratorium and Pretium certainly had not advised her of it. “There’s got to be something for people affected by COVID and being furloughed,” Velez said she told the landlord. The answer Velez said she got: “There’s nothing we can do.”

Frantic to stay in her home, Velez said she had to sell her car to pay the rent. Only then did she avoid getting the boot from Pretium.

As for Pretium, a spokesman said it “complies with applicable law, including the CDC Moratorium, in enforcing rental evictions.” It also said it was “committed to working with tenants, as appropriate, to try and provide assistance during these extraordinary times.”



Two weeks after the World Health Organization pronounced the coronavirus a global pandemic in mid-March 2020, Ming Lin, a veteran emergency room doctor in Bellingham, Washington, was removed from his post. Days earlier he had spoken out about a lack of COVID-19 preparedness at his facility, the only emergency department serving a quarter of a million people in the area.

Dr. Lin had worked at PeaceHealth Medical Center for seventeen years. But the hospital was no longer his employer; a privately owned company called TeamHealth technically was. The hospital had hired TeamHealth, a healthcare staffing entity, to run PeaceHealth’s crucial emergency department, also to handle the hiring and firing of physicians and to manage patient billing procedures.

Doctors take an oath to do no harm and put their patients’ interests first, just as Lin had. TeamHealth has another priority. Its focus—and success—depends on simple math: to increase the numbers of patients moving through emergency departments and generate more revenues from them.

“Hospitals like this used to be run by nuns,” Dr. Lin explained of his facility. Now they’re run by financiers, “affecting our primary objectives to take care of our patients and to do no harm.”

TeamHealth is owned by the Blackstone Group, a powerful investment firm headquartered in an elegant Park Avenue tower in New York. It is overseen by Stephen Schwarzman, a multibillionaire who served as a top economic advisor to President Donald Trump.

Blackstone’s operations have been good for Schwarzman. That year—2021—when much of the nation was worried about where their next paycheck was coming from, Schwarzman took home $1.1 billion in compensation and dividends. Mostly based on his holdings in Blackstone, Schwarzman’s net worth more than doubled that year, from $16 billion to $35 billion, according to Forbes.

As for Lin, he had to move on. A TeamHealth spokesman said it had not fired Lin after his public criticism but had offered to place him “in another contracted hospital anywhere in the country.” It was not much of a proposition, considering Lin had made his home in the Bellingham area for so many years. He declined the offer and began working as an emergency department supervisor for the Indian Health Service, a federal entity that provides healthcare to Native American tribes.



Many Americans felt bewildered as they watched the menacing virus spread across the United States in the spring of 2020. As the disease progressed, it would expose deep divisions between Americans, becoming a political flashpoint and source of fights about freedom and rights across the nation. But the pandemic revealed something else too—in addition to killing over 1 million U.S. citizens, shuttering thousands of businesses, and throwing millions of workers onto unemployment lines, the COVID-19 pandemic unmasked astonishing frailties in the nation’s financial system.

The decay had been building for decades. Stealthily, unswervingly, and with help from investors and federal and state governments, a small group of Wall Street financiers, corporatists, and money-spinners had impoverished millions while enriching themselves.

Only now was the damage becoming visible.

Many articles, books, research, and much debate focuses on the widening gulf between rich and poor in the United States, the pernicious effects our deepening income inequality has on the nation’s well-being, and how our style of capitalism has failed to provide a living wage and prosperous future for so many Americans.

What has not been fully explored—something we hope to remedy with this book—is the crucial role a very small cohort of elite financiers has played in this predation over the past thirty years. While globalization and technological innovations are recognized to have left many Americans behind. The activities of a core band of privateers and their use of excessive debt and dubious practices to undermine our nation’s economy have been largely overlooked. Even worse, these people have been lauded for their financial prowess.

The power and wealth these debt-fueled billionaires have accrued in recent years has rocketed. The number of multibillionaires among this group rose from three in 2005 to twenty-two in 2020, according to research by economist and Oxford University professor Ludovic Phalippou. Meanwhile, the American middle class—often espoused as the nation’s backbone—has been drawn and quartered. For example, a 2019 study by the Federal Reserve Board found that fully 26 percent of American adults had no retirement savings or pension to rely on.

The titans call their industry private equity. But don’t let the name fool you. Very little about their business is equitable, just, or fair.

Private equity is a catch-all phrase, but the financiers we are highlighting take over companies in transactions using high-cost borrowed money raised in the corporate bond markets from investors willing to take on greater risks. They are not entrepreneurs or traditional businesspeople, prospering while creating jobs and opportunities for others. Theirs is a distorted kind of capitalism, a setup in which they benefit while many others lose. They have perfected the art of “Asshole Capitalism,” a term of art devised by Aaron James, a philosophy professor at the University of California, Irvine. It is a system where “citizens feel entitled to unlimited personal enrichment even at social cost.”

Whatever you call it, the takeover of the nation’s economy by these financiers has been steady, piecemeal, and hard to spot. Because they operate in secrecy, with hidden ties to the companies they control, the wreckage they leave behind is often difficult to track back to its origins. It’s highly likely, in fact, that you buy products or services from these privateers each day without knowing it; their names, after all, rarely appear on the stores you patronize or on the bills you pay. One example: the surprise emergency hospital billing that incensed so many people was traced by researchers back to private equity.

Their reach extends from cradle to grave. That coffee and donut you picked up on your way to work this morning. The pre-K learning center where you dropped off your kids and the nursing home where your mom lives. The dentist’s or dermatologist’s office, the emergency room you visited and the ambulance that took you there. Your favorite podcast, vacation time-share, online betting platform, pet care provider, supermarket, even your rental home or apartment. All may well be owned and overseen by private equity firms that maximize for profit while slashing workers, cutting necessary costs, and harming local, state, and federal taxpayers when their companies fail.

The biggest private equity firms are Apollo, Blackstone, the Carlyle Group, and Kohlberg Kravis Roberts. They buy companies and load them with debt while bleeding them of assets and profits. A few years later, they sell these same companies off to new owners, perhaps in an initial public offering of stock, ideally at a substantial gain for themselves and their colleagues and partners. Often the companies they buy collapse in bankruptcy after the financiers have piled on the debt and extracted their profits.

These firms say they are saviors of troubled businesses, enhancing their operations to make them more efficient and better able to serve customers and keep workers employed. On paper, the practice of launching debt-fueled buyouts sounds reasonable, maybe even practical. Buy an underperforming company, shape it up, and sell it for more than you paid. It’s the American Dream distilled into a business model.

Some add value to the companies they buy.

But many of these “saviors” acquire relatively healthy companies and finance the purchases with so much debt that it sickens them. To meet the interest payments on the debt, the firms typically gut the acquired company through the sale of assets or businesses, then cut costs by laying off employees and reducing worker costs like healthcare and retirement benefits. The buyout artists also use these debt financings to extract and repay themselves the often small amounts of cash they have put into the acquisitions, a practice known as dividend recapitalization. The recapitalizations can occur within a year or two of the initial takeovers, giving the privateers quick gratification while making it harder for the companies to thrive.

Many of the companies taken over by these “asshole capitalists” wind up failing. A 2019 California Polytechnic State University study found that 20 percent of the companies taken over by these firms filed for bankruptcy—ten times higher than the failure rates in other acquisitions. Bankruptcies lead to lost jobs and health insurance, evictions, and family disruptions for these companies’ former workers. But the failures do not always harm the acquirers, who legally insulate themselves from the companies taking the fall. Because the pirates typically put down a single-digit percentage of the purchase price when they buy a company, they carry very little risk if the company fails.

Between 2003 and February 2020, retailers owned by these financiers eliminated over a half million jobs across America. Among them were positions at the bankrupted Sears, Kmart, Linens ’n Things, Claire’s, and Toys “R” Us. Some of these failures can be attributed to the rise of online shopping, but only some. After all, these stores had access to web shoppers, too, and could easily have built profitable presences online. A much larger culprit behind the failures was the significant amount of debt loaded onto these companies to enrich their acquirers.

Even when a worker manages to hang on to his or her job at a company owned by a private equity firm, the worker may not make enough money to pay for food. A 2020 study by the Government Accountability Office identified the top employers in nine states with the largest numbers of workers receiving food stamps. In addition to Wal-Mart and McDonald’s, which headed many of the state lists, fast-food companies owned by a private equity firm were among them. They included operations in four states run by Dunkin’ Donuts and Sonic, affiliated with private equity firm Roark Capital. The Safeway supermarket chain, at the time controlled by Cerberus Capital, also appeared high on the list.

In Maine, for example, 1.7 percent of the state’s total food stamp recipients worked for Dunkin’, while in Massachusetts, 1.5 percent receiving food stamps did. In Arkansas, 1.1 percent of the state’s food stamp recipients were Sonic employees. In Washington State, 1.4 percent of food stamp recipients worked for Safeway; that figure represented the largest number of workers at one company on food stamps in the state—an estimated 1,163.

Workers are not the only ones harmed by the privateers. So are their customers. During the eviction moratorium, a report by the House Select Subcommittee on the Coronavirus Crisis found, a large landlord backed by private equity was among four companies responsible for thousands of evictions, flouting the ban. “Rather than working with cost-burdened tenants, abiding by applicable eviction moratoriums, and accepting federal rental assistance,” Representative James Clyburn, a South Carolina Democrat, said, “these companies—with properties across 28 states—expedited evictions above all else.”

Retirees and other beneficiaries of public pensions have also been victimized by the enormous fees these firms charge investors. In 2020, academics at Harvard University and Stanford University studied $500 billion of investments by two hundred public pensions in partnerships sponsored by the privateers. Between 1990 and 2018, the researchers found, fees in the investments depleted the pensions’ returns by $45 billion. That was almost 10 percent of the dollar amount invested.

Some of these fees even require pensioners to pay “money for nothing” to the firms overseeing their funds. That’s because pensions typically pay asset managers based on dollars they have committed to invest but have not yet invested or “put to work.” CalPERS, for example, the huge California public pension, may commit $400 million to an Apollo deal, but only a portion of that amount is typically given to the firm initially, the rest in subsequent years. The fees for the entire amount are paid initially, nonetheless.

Schoolteachers in Ohio show who wins and loses in this equation. According to pension records, the State Teachers Retirement System of Ohio pays fees on committed capital—money for nothing—of as much as 2 percent of its private equity investments. That translates to an annual wealth transfer of approximately $143 million from pensioners to profiteers or $1,067 each for the roughly 134,000 retirees receiving benefits from the pension as of 2021.

In recent years, as these fees flowed to wealthy Wall Streeters, the retired Ohio teachers received no cost-of-living increases. In 2017, Ohio pension officials eliminated those retirees’ increases because the fund couldn’t afford them—it didn’t have enough assets to cover future liabilities, they said. And yet, the $143 million in “money-for-nothing” fees to the financiers would have covered the entire cost-of-living increases they had eliminated each year.

Ohio schoolteachers are not the only losers in this arithmetic. Firefighters, emergency medical technicians, and other public workers miss out, too. So do taxpayers, who may be asked to support underfunded pensions or failing public school system budgets when they go broke.



Dr. Lin lost his job in Washington trying to protect his patients and colleagues at the hospital from the profit-hungry managers at Blackstone. Beleaguered renters faced improper evictions from billionaire-owned firms. LifePoint Health nurses confronted COVID without proper gear, risking their health and lives. At the same time, the men running Blackstone, Apollo, and other prosperous firms basked in their celebrity status and raked in hundreds of millions. For 2020 alone, Steve Schwarzman received $610 million, while Leon Black received $185 million.

Routinely lionized in the financial press for their dealmaking and lauded for their “charitable” giving, these unbridled capitalists have mounted expensive lobbying campaigns to ensure continued enrichment from favorable tax laws. Hefty donations have won them positions of power on museum boards and think tanks. They’ve published books on leadership extolling “the importance of humility and humanity” at the top, while eviscerating those at the bottom. Their companies arrange for them to avoid paying taxes on the billions in gains that their stockholdings generate. And, of course, they rarely mention that the companies they own are among the largest beneficiaries of government investments in highways, railroads, and primary education, reaping massive perks from subsidies and tax policies that allow them to pay substantially lower rates on their earnings.

These men are America’s modern-age robber barons. But unlike many of their predecessors in the nineteenth century, who amassed stupefying riches by extracting a young nation’s natural resources, today’s barons mine their wealth from the poor and middle class through complex financial dealings. Their business model creates little of value for society; in fact, their job cuts, higher costs of goods and services, and exploitation of the tax code have worn the nation’s social fabric thin.

Workers, customers, pensioners, and taxpayers—all sense they’re being robbed. They just can’t be sure by whom. So they chalk up their misery to a “system” rigged against them.

There’s some truth to this view. But no “system” operates on its own. People are always at the controls.

Those manning these controls direct huge segments of our nation’s economy. Almost 12 million employees, or roughly 7 percent of the U.S. labor force, work for private equity–backed businesses, according to the American Investment Council, an industry lobbying group. These companies generated about 6.5 percent of the nation’s gross domestic product in 2020, the group reported.

Healthcare, which accounts for 18.3 percent of the nation’s economic output, has been a special focus of the titans. Historically, the industry operated with a focus on quality and patient outcomes rather than profit margins. Efficiencies, streamlining, and cost control were secondary among the previous overseers, which were often nonprofits or affiliated with religious orders. Protecting the public interest and delivering social benefits had long been the primary goals of certain industries, including healthcare and education.

Beginning in 2005, these money-spinners began prospecting for riches in healthcare, spending over $1 trillion to buy up hospital systems, physician practices, nursing homes, medical billing services, and other companies in the field. In 2018, almost half the year’s healthcare takeovers were conducted by these firms. By the time TeamHealth removed Dr. Lin from his emergency department rotation, its owner Blackstone and another private equity firm, KKR, controlled one-third of the nation’s hospital emergency rooms. Higher prices and dubious practices, such as surprise medical bills that purposefully fell outside of patients’ insurance coverage, resulted from these buyouts. The damage was bad enough that a deeply divided Congress came together to enact a law that curbed the practice.

Putting profits ahead of patient care is supposed to be barred in America. A century-old legal doctrine banning the “Corporate Practice of Medicine” is enshrined in most states’ laws and forbids profit-seeking entities from controlling or interfering with a physician’s ethical duties to put patients’ interests first. As a judge opining on such a case in 1931 said about a dentist working for a profit-seeking corporation: “There are certain fields of occupation which are universally recognized as ‘learned professions.’ The law recognizes them as a part of the public weal, and protects them against debasement, and encourages the maintenance therein of high standards of education, of ethics, and of ideals. A corporation, as such, has neither education nor skill nor ethics.”

But for decades prior to COVID-19, these laws against corporatized medicine were rarely enforced. Federal and state law enforcement—the Department of Justice and state attorneys general—stood by as investment firms bought up healthcare providers, implementing tactics that generated profits but injured patients. They often hid their ownership amid a complex web of companies that made the providers appear to be physician-owned and operated and therefore complying with laws banning corporate involvement in medicine. State medical boards, charged with policing healthcare practices within their borders, took no action to stop the problem either. In fact, by 2022, private equity had become so ubiquitous in healthcare that officials affiliated with the industry began to pop up on state medical boards, allowing them to influence important enforcement practices.

Among private equity’s more common tactics when they took over healthcare services were reducing services and hospital beds, ventilators, personal protective equipment, and staff available to patients. Other tactics generated profits by booking patients for treatments they did not need, admitting them into the hospital unnecessarily or ordering more costly tests than were required. The Hippocratic Oath of doing no harm and prioritizing patients’ interests was and is in grave danger.

When healthcare professionals spoke out about the patient harm resulting from the financiers’ methods—as Dr. Lin did—they were met with immediate reprisals.



How have these plunderers amassed such control over the nation’s economy? Over decades, with a singular drive to enrich themselves, they have quietly, almost secretly, accrued immense power. Our book will show how their stealth campaign has unfolded with little opposition; how with each triumph, no matter the victims, they became more emboldened. We will also provide solutions to the problems they pose and actions regulators and policymakers can take, right now, to stop the destruction and wrest American capitalism from their grip.

A crucial point that may not surprise you: this wrecking crew did not act alone. They had help from friends in high places, especially Washington. Initially, the assistance took the form of a deregulation push during the Reagan, Bush, and Clinton administrations. Later, Washington’s assistance came dressed as incompetence or inaction, with regulators choosing to look the other way as the marauders went to work. Equally important, every time the Federal Reserve Board reduced interest rates and kept them low, as it did numerous times over the decades, it boosted the buyout barons by giving them cheaper borrowing costs.

More recently, Washington’s help was more explicit: in response to the devastating COVID health crisis, for example, the United States government allocated trillions of dollars to “save” our economy. Many of the Washington patrons of these corporate welfare policies had revolved through the doors of the Reagan, Bush, or Clinton administration or were the intellectual offspring of those men. Amazingly, hundreds of billions went to prop up the very financiers, like Black and Apollo, who had weakened the economy.

The corporate bond market, where companies sell debt obligations to investors, is where private equity raises money to buy the companies it acquires. The market provides the very oxygen the titans need to assemble their fortunes. And in the spring of 2020, that market received an unprecedented $750 billion backing from the Federal Reserve Board, the nation’s central bank. The Fed’s program to buy billions in corporate bonds was a first; during previous times of financial stress, the central bank’s securities-buying programs had been limited to less risky United States Treasuries and mortgage-backed obligations. But with the pirates on the precipice, the Fed, overseen by a former private equity executive named Jay Powell, promised hundreds of billions to keep the corporate bond market aloft, buttressing companies like Apollo and Blackstone.

Worse still, many of the financier-backed businesses that received billions in government support—such as hospitals—used COVID as an excuse to cut jobs, slash wages and benefits, or require workers to take on more hours for the same pay. The government did provide pandemic relief and support to workers and small businesses—the Paycheck Protection Program paid out almost $1 trillion in forgivable, low-interest loans. But the program was riddled with fraud, and its recipients included large, prosperous companies whose operations actually thrived during COVID.

In 2020, Apollo was one of the first firms to mount a D.C. lobbying campaign to insulate their interests from a COVID collapse. Few investment firms in America were more exposed than Apollo to the industries hammered by the pandemic—it held investments in travel, restaurants, casinos, retailing. Indeed, Apollo’s stock lost 30 percent of its value early on in the pandemic as investors grew concerned that COVID would decimate the economy.

Eager to stanch the bleeding, Apollo marshaled its army. While LifePoint Health nurses toiled under duress in COVID-plagued hospitals, Apollo executives urgently worked the levers in D.C. They argued that the burgeoning pandemic and cratering financial markets had put their operations at peril, threatening an array of companies. It was time for a government rescue.

Between 2014 and 2019, the firm had poured $7 million into congressional coffers, and it was time to call in some chits. Making sure the message resonated, Apollo spent another $4.73 million lobbying lawmakers in 2020.

It was a replay of the financial crisis of 2008, when the risky activities of big banks left them begging for taxpayer rescues. Once again, wealthy financial players were engaging in their heads-I-win, tails-you-lose version of capitalism. Having demanded that Washington stay out of their way while times were good, they were quick to turn to the taxpayer when the going got rough.

In a private talking points memo that became public in the spring of 2020, Apollo executives said that a disastrous economic downturn loomed unless policymakers delivered a bailout to avert it. The impact of the coronavirus was “significantly more grave” than even the devastating 2008 events, the memo said. And, because Apollo had had no role in creating the health crisis, it claimed, a rescue would not be an example of the government helping a perpetrator of a crime escape punishment, known as “moral hazard.”

This was not entirely true. As noted, historically healthcare was run for patient outcomes rather than profits or efficiency, but since these firms began taking over the industry, they’d cut back on investments in ventilators, beds, excess supplies, and staff. Leading up to the crisis, some LifePoint Health hospitals’ resources had been depleted under Apollo, leaving them less prepared than if they had invested in the operations. Not having N95 masks on hand for the Louisville nurse was just one example.

Nevertheless, Apollo’s government rescue mission reaped big results. Not only did LifePoint Health receive $1.4 billion in federal funds, another Apollo-owned company—a trucking concern called YRC—received a $700 million bailout from the United States Treasury. The company got this money even though it was under investigation by the Justice Department for overcharging the government for trucking services. In March 2022, YRC paid $6.85 million to settle prosecutors’ allegations that it had systematically overcharged for freight carrier services and made false statements to hide the misconduct. In reaching the settlement, the government said it had made no determination of liability.

This gravy train of government assistance was by no means the first time federal and state regulators had enabled Apollo. Between 1993 and 2018, Apollo and the companies it owns received $621 million in subsidies and contracts from federal and state governments and another $432 million in federal loans, loan guarantees, and bailouts. Most large companies receive some type of subsidies, such as tax credits, government grants, property tax abatements, and payments for bringing operations to enterprise zones. But watching such assistance go to companies that routinely exploit other stakeholders is enraging.

Apollo, Black, and his peers would emerge from the pandemic with even greater billions—an unsurprising outcome given their power. Neither was it a shock that the folks on the other side of the table—company workers, customers, and taxpayers—were the losers. The very same result had occurred over and over for almost forty years. COVID-19 just made it easier to see.




    Afterword

    After decades of smooth sailing and bounteous booty for the
        plunderers, the waters become choppier in 2023. Soon it became
        an all-out gale as higher interest rates added costs to private
        equity’s business model and the public started to catch on about
        these shadow operators’ antics.

    In February, the Department of Labor announced one of its
        biggest child labor cases in history with details that were beyond
        horrific. Packers Sanitation Services Inc., a Wisconsin company
        hired to clean slaughterhouses throughout the midwestern United
        States in the overnight hours, had been employing children as
        young as thirteen to do its hellish and dangerous work. More than
        100 kids, most of whom were migrants, had been exploited in this
        illegal, Dickensian setup, the Labor Department reported, and at
        least three minors had been injured working for the company.

    Packers, known as PSSI, is owned by the Blackstone Group,
        the most prestigious private equity firm in America. But rather
        than escape scrutiny in this shocking story—when a company gets
        into trouble, its private equity owners typically remain offstage—
        Blackstone itself became a focus of the narrative.

    As the sickening news of the child labor violations spread,
        Blackstone’s executives had to respond to questions about the case.
        Why, reporters wanted to know, did a Blackstone-owned company
        hire children? Why had they been required to use hazardous chemicals
        and clean equipment including back saws, brisket saws, and head splitters? Perhaps employing these mostly migrant children
        was one of the “efficiencies” that private equity boast about bringing
        to the companies they purchase.

    When the horrors surfaced, Blackstone had already owned
        PSSI for five years, having purchased the company from another
        private equity firm for more than $1 billion in 2018. In keeping
        with industry custom, Blackstone kept a close eye on PSSI operations,
        installing two of its own executives on the company’s board
        of directors. Amid public scrutiny, it emerged that two workers
        had died on the job at PSSI, including one who was decapitated
        in a chicken chiller. And four other workers experienced accidents
        that resulted in amputations, according to records from the Occupational
        Health and Safety Administration. While meatpacking is
        a dangerous occupation, PSSI’s safety record was dismal.

    Blackstone did not respond to a question about the four amputations,
        but about the two deaths, the firm said PSSI safety protocols
        were not followed—a classic “mistakes were made” response
        assuming no blame. The firm was said it had been unaware that
        Packers had hired children, issuing a statement that it “has a zerotolerance
        policy against employing anyone under the age of 18,
        and fully shares the DOL’s objective of ensuring full compliance
        at all locations.” PSSI said the same.

    But the Labor Department told a different story. “Our investigation
        found Packers Sanitation Services’ systems flagged some
        young workers as minors, but the company ignored the flags. When
        the Wage and Hour Division arrived with warrants, the adults—
        who had recruited, hired and supervised these children—tried
        to derail our efforts to investigate their employment practices,”
        Mark Lazzeri, wage and hour regional administrator in Chicago,
        said in a statement.

    PSSI paid a $1.5 million penalty and implemented an “18-point remediation plan” to employ only adults. Hoping perhaps that
        money might make the problem go away, PSSI also said it would
        create a $10 million fund to “enhance the well-being of children
        in the communities we serve and helping reduce the prevalence of
        the rising problem of underage workers.” The fund will also aid
        the communities it operates in with “legal aid, education, poverty
        reduction, and health services,” the company said.

    It didn’t work. Two of PSSI’s larger customers cancelled their
        contracts with the company in April 2023 and by September, the
        company’s quarterly earnings had fallen by half. The market price
        of a $1.2 billion loan to PSSI plummeted to fifty-two cents on the
        dollar, a sign of severe company distress and a possible restructuring
        or bankruptcy ahead. It was a rare case of comeuppance for
        PSSI’s private equity owners.

    In addition to being an embarrassing and tawdry moment for
        Blackstone, the PSSI revelations brought bothersome questions
        from several public pension funds that invest with the firm. The
        New York State Common Retirement Fund and California’s two
        biggest public pensions, CalPERS and CalSTRS, took Blackstone
        to task amid the PSSI mess. But this turned out to be posturing;
        the funds did not curtail their future investments with Blackstone
        because of the child labor violations, the only punishment that
        would have had any meaningful impact on the firm. When we
        called CalPERS to ask if it was rethinking its investments with
        Blackstone after learning of the appalling practices at PSSI, a
        spokeswoman at the fund declined to comment. Nothing to see
        here, move along.

    Blackstone hardly enjoyed being in the harsh glare of the PSSI
        spotlight. But it could take solace in this: since acquiring the company,
        the firm had extracted $400 million in cash from its operations.

    

    A muscular Department of Labor was not the only peril the
        plunderers faced as 2023 bore on. Higher interest rates, ratcheted
        up by the nation’s central bank in the hopes of curbing a nasty
        bout of inflation in the U.S., were an even bigger problem. Because
        large amounts of debt are required to conduct private equity’s big
        buyouts, and because that debt typically carries interest costs that
        rise and fall alongside prevailing rates, the expenses associated
        with private equity’s business model exploded. Not surprisingly,
        these higher costs pushed the companies paying them to the brink.
        Corporate bankruptcies among private equity–backed companies
        started to grow.

    Woes among healthcare companies owned by private equity
        firms were especially notable. In December 2022, Moody’s Investors
        Service published an in-depth report about looming defaults among
        these entities. “As rates rise and performance lags,” Moody’s said,
        many companies’ financial positions will become unsustainable.

    One company on the precipice, Moody’s said, was Envision
        Healthcare, the hospital staffing company owned by KKR. A big
        provider of hospital emergency department staffing, an Envision
        predecessor company called EmCare had fired Dr. Ray Brovont for
        speaking out about code blue practices at his HCA hospital in Missouri.
        Those practices put patients throughout the facility at risk.

    Envision and EmCare were also responsible for surprise medical
        bills, siphoning off enormous revenues from patients who had
        gone to their local hospitals thinking their treatments would be
        covered by their insurance. Envision had made sure the physicians
        serving in the hospitals’ emergency departments were not covered
        by the insurance contracts set up with the hospital, meaning patients
        receiving care there would face outsized bills because the ERs were considered “out-of-network.” Patients had no way of
        knowing this beforehand.

    Outrage over these practices forced action from an otherwise
        inert, dysfunctional Congress. The No Surprises Act, effective
        January 2022, diminished Envision’s ability to collect on these surprise
        charges; combined with its heavy debt load, the law put the
        company’s business model under intense pressure. Envision soon
        collapsed, filing for bankruptcy in May 2023, saying it was not
        generating enough revenue to cover its expenses and debt. Not a
        surprise, given the plunderers’ modus operandi.

    Private equity firms often boast about the “secret sauce” or
        managment expertise they provide companies to help them prosper.
        Envision’s version, said Eileen Appelbaum, codirector of the
        Center for Economic and Policy Research, a think tank in Washington,
        D.C., was surprise medical bills. Once they were forced to
        abandon this practice, the company unraveled, the definition of
        an unsustainable business model.

    Envision emerged from bankruptcy in November. As is typical,
        the process allowed it to jettison much of the debt KKR had
        heaved onto the company. Buyers of that debt were the losers, but
        so were patients who’d been forced to pay sky-high healthcare bills
        so Envision could profit, albeit temporarily.

    

    Apollo came under the microscope, too. In December 2023, the
        U.S. Senate launched a bipartisan investigation into the role private
        equity has played in hollowing out rural hospitals across the
        country. Senators Sheldon Whitehouse, a Rhode Island Democrat
        and chairman of the Senate Budget Committee, and Chuck Grassley,
        the Iowa Republican who is its ranking member, announced
        the investigation that focused on Apollo’s ownership of LifePoint hospitals, saying they were concerned about the impact private equity
        has had on the nation’s healthcare system.

    The investigation began after a male nurse assaulted at least nine
        sedated patients in 2021 and 2022 at Ottumwa Regional Health
        Center, a LifePoint facility in southeast Iowa. The nurse subsequently
        died from a drug overdose at the facility.

    “Private equity buys out a hospital, saddles it with debt, and
        then reduces operating costs by cutting services and staff—all
        while investors pocket millions,” Whitehouse said in a statement.
        “From facility closures to compromised care, it’s now a familiar
        story.”

    

    As the Federal Reserve raised interest rates in 2023, placing more
        private equity–backed operations in a debt vise, the plunderers
        found it harder to sell companies they’d bought years earlier. The
        dollar value of these sales, known in the industry as “exits,” fell
        65 percent in the first half of 2023, to $131 billion. Meanwhile,
        public pensions, endowments, and other investors in private equity
        funds who were hoping to get their money back from these sales
        started getting nervous about the longer wait times to payouts.

    As these investors waited for their returns, their appetite for
        new private equity fund investments waned. The amount of money
        raised by the industry fell to $517 billion in the first half of 2023,
        down 35 percent from the same period in 2022.

    Carlyle, for example, closed its newest private equity fund
        in August 2023 at around $15 billion, well short of the $22 billion
        goal the firm had announced. Even raising that substandard
        amount had been a challenge—Carlyle had extended the deadline
        on the fund’s closing and had even offered to let investors exchange
        their stakes in a previous fund for the new one.

    Fewer deals by private equity titans also meant lower earnings
        for their firms. In the third quarter of 2023, Carlyle’s earnings
        plummeted 71 percent from the same period a year earlier, and the
        amounts distributed to its shareholders fell by 43 percent. Assets
        under management fell 1 percent.

    Carlyle’s executives started talking about layoffs. Finally, a private
        equity firm tasting some of its own medicine.

    Some private equity executives found ways to profit from the
        problems their illiquid deals had created. In November 2023, a
        former Apollo executive left the firm to create a company aiming
        to exploit a new market: It would acquire private equity–related
        assets that pension funds and other institutions couldn’t offload
        because there was no after-market available where they might
        find interested buyers for their holdings. Just as Apollo’s founders
        had profited from the Executive Life failure their junk bonds had
        helped to create decades earlier, this new fund would scoop up
        depressed holdings Apollo and other private equity firms had sold
        to pensions in better days.

    And, just as Apollo did in the Executive Life failure, this new
        firm will no doubt buy assets at deeply discounted prices.

    Faced with rising debt loads and lower cash generation, private
        equity–backed companies did what they could to avoid debt
        defaults. Their owners dug deep into their bag of tricks: instead
        of paying cash to meet interest costs on loan payments, the firms
        began using even more debt to meet those obligations. Called
        “payment-in-kind,” these sorts of debt payments are risky, adding
        leverage to already heavily indebted enterprises. The tactic is a
        short-term fix, used by operators hoping interest rates would soon
        fall and bail them out of their binds.

    

    After decades of standing by as private equity amassed thousands
        of physician practices across American healthcare, in the fall of
        2023, one government agency finally awakened to the threat these
        buyouts pose to patients.

    In October, the Federal Trade Commission sued U.S. Anesthesia
        Partners, a private equity–backed anesthesia staffing company,
        contending that its serial acquisitions of anesthesiology practices
        in Texas had given it illegal monopoly power and raised customer
        costs. At the time of the suit, U.S.A.P. had 4,500 clinicians serving
        2 million patients in nine states, including Colorado, Florida,
        Kansas, and Tennessee. Another indication of the power U.S.A.P.
        wielded in Texas was that one of its executives was the president
        of the Texas Medical Board, charged with protecting patients
        across the state.

    U.S.A.P.’s conduct “resulted in egregious price increases for patients
        and their employers, on the order of tens of millions of dollars
        or more each year,” the commission said when it filed the suit.

    But the FTC did not stop there. In an unprecedented move, the
        commission sued the private equity firm backing U.S.A.P.—the
        venerable firm Welsh, Carson, Stowe & Anderson. The FTC accused
        Welsh, Carson of scheming with U.S.A.P. to harm patients
        by controlling the anesthesia market in the region.

    The government hadn’t often gone up the ladder to sue the private
        equity firm behind the company it decided to sue, and this
        new tactic was ominous for the plunderers. It signaled a heightened
        interest in expanding accountability to include the money
        men (often the source of these malicious practices), and not just
        the companies they financed.

    That the FTC launched its first salvo against an anesthesiology
        staffing firm was not a surprise. Purchases of anesthesiology practices
        accounted for almost 20 percent of recent private–equity buy-outs of physician practices, a February 2020 study in the Journal
            of the American Medical Association Forum found—the highest
        percentage involving a single specialty. Of course, anesthesia costs
        rose significantly after a private equity takeover, a February 2022
        study published by JAMA Internal Medicine concluded. Analyzing
        more than 2 million anesthesia claims from 2012 through 2017,
        the study reported that patient costs rose 26 percent after anesthesiology
        practices were acquired by a plunderer. That outcome was
        confirmed by the FTC’s case against U.S.A.P.

    In response to the suit, a U.S.A.P. spokesman said: “The FTC’s
        intended outcome threatens to disrupt and restrict patients’ equitable
        access to quality anesthesia care in Texas and will negatively
        impact the Texas hospitals and health systems that provide care in
        underserved communities.” Both it and Welsh, Carson said they
        would fight the suit and expected to prevail.

    But the potential for similar antitrust lawsuits looms large
        across the healthcare field. According to the American Hospital
        Association, 65 percent of the physician practices acquired over
        the past five years were bought out by private equity firms. That
        figure dwarfs the percentage of acquisitions by health insurers, for
        example, which stood at 11 percent.

    Another sign that the FTC was taking a more aggressive stance
        on private equity: the commission typically focuses on buyouts
        that meet a high-dollar threshold of over $100 million. Companies
        purchased by private equity firms often fall under that threshold,
        escaping scrutiny.

    Until now. The FTC’s suit indicates the government believes
        even smaller buyouts, such as roll-ups of physician practices, can
        give companies monopoly power, allowing them
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