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The Intersection of Private Equity, Healthcare, and Correctional Environments:
Leveraging Al for Revenue Cycle Management

The convergence of private equity investment, healthcare delivery systems, and correctional environments
represents one of the most complex intersections in modern healthcare management. This sophisticated
ecosystem has evolved rapidly over the past decade, with private equity firms deploying significant capital to
acquire and consolidate healthcare providers serving correctional facilities. As this trend accelerates, integrating
artificial intelligence (Al) into revenue cycle management (RCM) processes is emerging as a critical factor in
determining financial outcomes and quality of care metrics. This comprehensive analysis examines the
multifaceted relationships between these domains, with particular attention to how Al-driven RCM solutions are
reshaping the landscape of correctional healthcare delivery.

Historical Context of Private Equity in Correctional Healthcare
Privatizing correctional healthcare has roots stretching back to the 1970s, but the large-scale entry of private
equity into this sector represents a more recent phenomenon.

Beginning around 2010, private equity firms identified correctional healthcare as an attractive investment
opportunity characterized by predictable revenue streams, limited competition, and significant potential for
operational consolidation (Gelman, 2020). The market has since experienced substantial consolidation, with firms
like H.1.G. Capital (former owner of Wellpath) and BlueMountain Capital Management (former owner of Corizon
Health, now YesCare) playing important roles in recent years.

This consolidation has fundamentally altered the competitive landscape. By 2024, private equity-backed firms
controlled approximately 65% of the correctional healthcare market in the United States, representing a
significant shift from the public management models that previously dominated (Private Equity Stakeholder
Project, 2024). This trend aligns with broader private equity strategies in healthcare, characterized by roll-up
acquisitions that create economies of scale and increased negotiating leverage with suppliers and payers.

However, research indicates that transitioning correctional health care services to private ownership correlates
with troubling outcomes in certain facilities. A comprehensive Reuters investigation involving data from over 500
large jails found that facilities with outsourced healthcare experienced between 18% and 58% higher mortality
rates than publicly managed healthcare systems (Reuters, as cited in DREDF, 2024). These statistics raise
significant questions about the impact of profit-driven care models on patient outcomes in correctional settings.

Revenue Cycle Management: Evolution and Current Challenges

As private equity interests continue to show interest in correctional health care settings, the role of Al—and, more
specifically, generative Al—is being explored with respect to the key area of revenue cycle management, an
essential process in healthcare settings outside of corrections.
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Revenue cycle management in correctional healthcare presents unique challenges that distinguish it from
traditional healthcare settings. The payer landscape is fragmented, comprising a complex web of state and county
funding mechanisms, Medicaid for specific eligible populations, and occasional private insurance coverage. This
fragmentation creates a substantial administrative burden and potential for revenue leakage throughout the billing
cycle.

Traditional RCM approaches in correctional settings have been characterized by manual processes, siloed
information systems, and limited visibility across the care continuum. These inefficiencies can lead to substantial
revenue loss; recent research indicates that approximately 12-15% of potential revenue in correctional healthcare
settings is never captured due to documentation errors, coding inaccuracies, and claims denials (American
Medical Association, 2024). Additionally, the complex regulatory environment governing correctional healthcare
creates compliance risks that further complicate revenue management.

Private equity firms have responded to these challenges by implementing aggressive RCM strategies to maximize
revenue capture. This approach often consolidates debt collection services, claims processing, and billing
operations into integrated "end-to-end" systems (Private Equity Stakeholder Project, 2024). While these strategies
have demonstrated effectiveness in increasing revenue capture, they have also raised ethical concerns regarding
aggressive debt collection practices targeted at vulnerable populations.

The Transformative Impact of Al on Revenue Cycle Management

Al represents a significant shift in RCM capabilities, offering potential solutions to many longstanding challenges
in correctional healthcare finance. Modern Al systems can automate complex workflows, identify patterns
invisible to human analysts, and continuously improve through machine learning algorithms. These capabilities
are particularly valuable in correctional healthcare environments with high patient turnover, complex eligibility
determinations, and stringent documentation requirements.

Predictive Analytics for Claims Optimization

Advanced Al systems now employ predictive analytics to identify potential claims issues before submission,
significantly reducing denial rates. These systems analyze historical claims data, payor behavior patterns, and
current regulatory guidelines to flag high-risk claims for intervention. Implementing Al-powered claims
optimization has shown promise in reducing denial rates in complex healthcare environments like correctional
settings.

These systems can address unique challenges in correctional facilities, such as determining responsibility for care
costs when patients move between facilities or transition from incarceration to community settings. Emerging
eligibility verification technologies can reduce payment delays and increase successful claims across correctional
facilities.

Natural Language Processing for Clinical Documentation
Natural Language Processing (NLP) technologies are revolutionizing clinical documentation in correctional
healthcare. These systems can analyze unstructured clinical notes, extract relevant diagnosis and procedure
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information, and suggest appropriate coding to maximize reimbursement while ensuring compliance. The
efficiency gains from NLP extend beyond simple automation. By reducing the documentation burden on clinicians,
these systems allow increased patient interaction time, addressing some quality-of-care concerns identified in
privatized correctional healthcare settings. The American College of Physicians (2022) notes that inadequate
provider-patient time represents a significant barrier to quality care in correctional environments.

Automated Denial Management and Appeals

Al systems now manage the entire denial and appeals process with minimal human intervention. These systems
can identify denial patterns, generate customized appeal letters with supporting documentation, and track appeal
status across multiple payers. In correctional healthcare, where staffing constraints often limit appeal resources,
these systems have the potential to recover substantial revenue that would otherwise be abandoned.

Ethical Considerations in Al-Powered RCM for Correctional Healthcare
The deployment of Al in correctional healthcare RCM raises significant ethical considerations that must be
addressed through thoughtful governance structures and regulatory frameworks.

1. Algorithmic Bias and Health Equity

Al systems reflect the data upon which they are trained, potentially perpetuating existing biases in healthcare
delivery and financial decision-making. Research by Benjamin (2019) demonstrates how algorithmic systems can
inadvertently encode racial, ethnic, and socioeconomic biases that result in disparate outcomes for marginalized
populations.

These risks are particularly acute in correctional settings, where racial and ethnic minorities are disproportionately
represented.

Mitigating these risks requires deliberate governance approaches:

= Regular algorithmic audits using diverse test data sets.

= Transparent documentation of training data characteristics.

= Explicitinclusion of equity metrics in system performance evaluation.

= Diverse development teams with representation from affected communities.

2. Data Privacy in Vulnerable Populations

Incarcerated individuals represent a vulnerable population with limited agency regarding their data. Al systems in
correctional healthcare settings process highly sensitive information, including medical histories, substance use
disorders, mental health diagnoses, and communicable disease status. This information requires extraordinary
protection against inappropriate access or disclosure.

Current standards emphasize several necessary safeguards for Al applications in healthcare settings:

= Granular access controls based on legitimate clinical and administrative needs.
= Comprehensive audit trails for all data access and system actions.
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= Strong de-identification protocols for any data used in system training or evaluation.
= Explicit policies regarding data retention and destruction.

3. Balancing Efficiency and Human Judgment

While Al offers significant efficiency benefits, excessive automation risks removing essential human judgment
from healthcare financial decisions. This tension is particularly evident in correctional settings, where complex
social determinants of health and unique patient circumstances require individualized consideration.

Field et al. (2023) argue that effective Al implementation requires clear delineation between decisions appropriate
for automation and those requiring human review. Their framework suggests that routine, rule-based decisions
with clear parameters are suitable for full automation, while complex decisions with significant individual variation
should employ Al as a decision support tool rather than a decision replacement system.

Policy Recommendations for Responsible Al Adoption in Correctional Healthcare
Policymakers are crucial in ensuring that Al technologies in correctional healthcare RCM deliver positive
outcomes for all stakeholders while minimizing potential harm. Based on current research and emerging best
practices, several policy recommendations warrant consideration:

1. Transparent Reporting Requirements

Private equity-owned correctional healthcare providers should be required to disclose key performance metrics
related to both financial outcomes and quality of care. These transparency requirements should specifically
include the following:

= Complete disclosure of ownership structures, including ultimate beneficial owners.

= Regular reporting of key quality metrics, including mortality rates, hospital transfers, and preventable
adverse events.

= Financial reporting that distinguishes between cost reductions from efficiency improvements versus
service reductions.

= Specific reporting on Al system implementation, including bias testing methodologies and results.

2. Independent Oversight of Al Systems
Independent third-party oversight of Al systems used in correctional healthcare represents an essential safeguard
against potential abuses. This oversight should include:

= Regular algorithmic audits by independent technical experts.

= Community oversight boards, including formerly incarcerated individuals and family members.
= Regular public reporting of audit results and corrective actions.

= Clear channels for patient complaints related to Al system decisions.
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3. Public-Private Partnerships with Aligned Incentives
Innovative contracting models between public correctional systems and private healthcare providers can align
financial incentives with quality outcomes. Value-based contracting approaches should incorporate the following:

= Quality bonuses based on health outcomes and patient satisfaction.

= Shared savings arrangements that reward cost reductions while maintaining quality standards.
= Financial penalties for adverse events and readmissions.

= Specific incentives for successful community transitions and reduced recidivism.

Future Trends in Al-Driven RCM for Correctional Healthcare
The intersection of private equity, correctional healthcare, and Al-powered RCM continues to evolve rapidly.
Several emerging trends warrant attention from stakeholders in this ecosystem.

1. Integration of Social Determinants of Health Data

Next-generation RCM systems are beginning to incorporate social determinants of health (SDOH) data to improve
financial performance and patient outcomes. These systems leverage SDOH factors such as housing instability,
food insecurity, and community support systems to identify high-risk patients and tailor interventions accordingly.
Emerging research suggests promising applications of SDOH integration in correctional healthcare settings.

2. Secure Health Information Exchange

Advanced technologies offer potential solutions to the complex challenges of health information exchange
between correctional facilities and community providers. By creating secure, transparent, and immutable records
of healthcare transactions, emerging systems can facilitate care continuity while maintaining appropriate privacy
protections.

The ongoing development of technical standards for applications in sensitive healthcare environments provides a
foundation for implementation in correctional settings.

3. Advanced Computing Applications in Healthcare Analytics

Advanced computing applications in healthcare analytics promise significant increases in processing capacity for
complex population health models. These capabilities could transform predictive analytics in correctional
healthcare, enabling real-time adjustment of care protocols based on emerging population trends. Current
research initiatives identify correctional healthcare as a potential application area for advanced computing
research.

Conclusion

The intersection of private equity, healthcare, and correctional environments represents a complex ecosystem
with significant implications for patient outcomes, financial sustainability, and ethical care delivery. Integrating Al
into revenue cycle management processes within this ecosystem offers substantial opportunities for efficiency
improvement, revenue optimization, and enhanced care coordination. However, realizing these benefits requires
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thoughtful implementation approaches that address algorithmic bias, protect patient privacy, and maintain
appropriate human oversight of critical decisions.

For organizations like Avocet Health Partners, navigating this evolving landscape requires a sophisticated
understanding of technical capabilities and contextual challenges specific to correctional environments. As an
emerging authority in this specialized field, Avocet brings unique insights into the intersection of healthcare
finance, technology implementation, and correctional healthcare operations. Success in this domain demands
multidisciplinary expertise spanning healthcare operations, technology implementation, regulatory compliance,
and ethical governance. By prioritizing transparency, accountability, and patient-centered outcomes, forward-
thinking organizations can leverage Al-driven RCM solutions to improve financial performance and quality of care
in correctional healthcare settings.
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