
 

 

 

Healthcare Payer Services Market Analysis 

Emerging shift from Fee-for-Service care to Value-Based Reimbursement model results in new 

challenges for the dynamic Healthcare Payer Services Industry  
 
As a direct result of the Medicare Access and CHIP 

Reauthorization Act of 2015 (MACRA), traditional fee-

for-service payments are being replaced with a 

financial incentive framework that rewards improved 

quality, outcomes and cost This transition to value-

based care creates new challenges in which care 

providers will now have to emphasize patient 

outcomes compared to the traditional volume based 

approach. Recognizing that low-cost services will be 

fundamental to their success, numerous industry 

leaders are meeting these challenges by lowering 

administrative costs and restructuring their practices 

to deliver more efficient systems to record and foster 

successful patient outcomes. These regulatory 

changes have led to an increase in acquisitions that 

promote a more patient-focused health insurance 

business model. 

Over the past seven years, our Healthcare Payer 

Services Index has generally tracked the S&P 500 

Index. Given the dynamic nature and complexity of 

changes in the health insurance industry, the 

companies that have been more active in pursuing 

inorganic growth have been able to stay ahead of the 

competition.   

The median revenue multiple for public companies in 

the space has risen to 2.4x vs 1.7x in 2015 while 

EBITDA multiples have jumped to 14.0x for the last-

twelve months, from 11.2x in 2015.  Median reported 

valuation multiples from M&A transactions over the 

past year are 1.7x revenue and 18x EBITDA, though 

these are skewed high, since usually only the larger 

deals report multiples.  Smaller transactions would 

command lower multiples. 
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Recent Trends 

Payer services companies are rising to regulation 

challenges by offering tailored solutions to monitor 

and record patient outcomes. Centene Corp, a leading 

provider of managed care & specialty services to 

under-insured and uninsured individuals, reflects the 

industry’s adaptation to regulation through several 

acquisitions it has completed. One major example is its 

$6.8 billion acquisition of Health Net, which offers 

managed care services through government-

sponsored plans. This acquisition makes Centene the 

largest Managed Care Organization in the U.S.  Now, 

they can leverage their scale to offer consumers higher 

quality care at a lower price point.  

The high-risk population market has also seen much 

transactional activity among larger and middle-market 

players to increase their market share and create scale 

to offer competitive pricing.  In July 2017, Magellan 

Health acquired Senior Whole Health, which operates a 

plan to serve the complex, elderly and high-risk 

population. The acquisition expands Magellan’s 

geographic presence in MLTSS. 

There has also been active consolidation outside the 

U.S., driven by a growing awareness of the importance 

of data and automation as well as an increasing 

interest in gaining exposure to different international 

systems facing similar challenges.   IMS Health 

Holdings’ acquisition of a division of France-based 

Cegedim for $523 million is a good example of this.  In 

the past year there has also been notable M&A activity 

in Australia, Canada, the United Kingdom, the 

Netherlands, and Spain. 
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Brocair Partners, founded in 

2004, is a financial advisor to 

businesses serving the 

healthcare, wellness, and 

pharmaceutical industries.  We 

provide mergers & acquisitions, 

corporate finance, and strategic 

advisory services to companies 

worldwide. 
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Healthcare Payer Services Index 

Below is an index of selected healthcare payer services companies compared to the S&P 500 over the past five years.  
 

 
 

*Healthcare Payer Services Index includes: Cegedim, CorVel, Exlservice, Express Scripts, HMS Holdings, IMS Health Holdings, National Research Corp, Qualicorp, UnitedHealth Group, 

Teladoc, Hooper Holmes, Castlight Health, Patriot National, Connecture, Benefitfocus and Tivity Health  

Source: Capital IQ 

 

 

 

Comparable Company Analysis 

Below is a snapshot of selected companies in the healthcare payer services market. 
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Select Comparable Transaction Analysis 

Below is a snapshot of selected transactions in the healthcare payer services market. 

 
 

*Enterprise Value (EV) = market capitalization + net debt + noncontrolling interest 
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Comparable Transaction Analysis, cont’d. 

 
*Enterprise Value (EV) = market capitalization + net debt + noncontrolling interest 
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Comparable Transaction Analysis, cont’d. 

 
*Enterprise Value (EV) = market capitalization + net debt + noncontrolling interest 
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Comparable Transaction Analysis, cont’d. 
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