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Abstract

Private equity firms are increas
healthcare, specifically applie
supporters argue it can in

y et al. (2020) found that the healthcare industry
experiencing rapid consolidation as private equity
firms compete with large applied behavior analysis (ABA)
organizations to acquire ABA practices. While there has
been a surge of private equity firm activity in ABA, Gondi
and Song (2019) note that there is a lack of peer-reviewed
literature addressing this phenomenon. In this article, data
are presented on private equity investments (referred fo
as “investments” hereafter) in ABA, discuss the potential
benefits, risks, and drawlbacks of such investments, and
provide suggestions for mitigating these drawbacks.

In recent years, investments in healthcare have increased
due to record cash reserves, with sophisticated investors
seeking fo access an asset class with historically high
returns and a unique risk-return profile (KPMG International,
2019). In the field of ABA, platform acquisitions have grown
significantly, from four fransactions in 2012 to over 40 in 2020
(The Braff Group, 2023). Typically, investment firms purchase
60-80% ownership of a practice, allowing clinicians or
founders fo retain some equity and remain invested in the
practice’s growth and strategy. Investors usually expect to
sell the practice within 4-7 years, providing a future benefit
to clinicians, founders, and the organization’s shareholders
(Gustafsson et al., 2019). Growth can be achieved organically
or through acquisition.

ABA-based services are governed by the ethical code of
the Behavior Analyst Certification Board (BACB). The ethics
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code has not historically required a distinction around
private for-profit or non-profit business sfructures
or invesfor-owned or privately-owned business
structures. Clinicians must ensure that vulnerable
populations receive care that upholds professional,
cultural, and legal foundation that places the well-
being of patients ahead of the financial interests of
the organization and the clinicians that work there.
However, with the growth of investor-owned ABA
practices, there have been questions about the
impact of private equity investment on the quality of
ABA service delivery. The purpose of private equity
firms is fo provide the investors with profit and fo do
so usually within 4-7 years (Gustafsson et al.,, 2021).
There is a concern about the impact that this singular
goal can impact the quality of care provided and
the overall structure of ABA service delivery in the
healthcare systems.

The concerns about investor-owned ABA practices
often stem from preconceptions about for-profit and
non-profit organizations. Investor-owned corporations
are typically controlled by stockholders who receive
surplus revenues as stock dividends or increased stock
values, whereas independent proprietary institutions
are for-profit enfities owned by an individual,
partnership, or corporation that is not controlled
by stockholders. Nonprofit corporations are ‘fax-
exempt and are controlled by boards of frustees who
cannot appropriate surplus revenues affer expensss,
including salaries, are paid. While thése arej general
descriptions of legal status, all ABA orgdnizations
fall under one of these three categoties. While this
paper focuses on investor-ewned corporations, the
concerns about profit incghtives apply to allfor-profit
entities regardless of owmnershipstructure. The arficle
discusses whether these criticisms are valid for for-
profit stfructures and, if so, whether they are limited to
investor-owned(structures.

Concernsdfabout the Impact of Investment on ABA
Therapy

Five primary concerns abouf the negatfive impacts
of investments on the practice of ABA are discussed
here: 1) decline in patient care; 2) strain on clinician
ethics and integrity; 3) reduced autonomy of the
individual clinician; 4) creation of unfair competition
for non-profit or smaller institutions; and 5) reputational
damage to ABA-based therapy.

The Decline in Patient Care

Investor-owned organizations are often criticized
for prioritizing profit over patient care, leading to
concerns that clinicians may be incentivized to
provide suboptimal care or limit non-billable activities.
This concern is not unique to investor-owned
organizations and applies to for-profit, privately
owned, and non-profit organizations. While for-profit
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organizations have shareholders earning profit as
a confingency, non-profit organizations may have
senior leadership earning higher salaries or bonuses
as a confingency. However, the contingency may be
stfronger for an investor-owned organization due to its
drive fo achieve high growth fargefts.

Ensuring appropriate profit is important for every
organization, regardless of its legal structure. In
addition, there is an increasing financial strain on
organizations due to the low reimbursement rates
by payors independent of iaCorpordatfien status.
Every organization must consider its profit\margins
and optimize the skills of jts clinicians and|the fime
required to freat patignts. While, investor-owned
organizations may hdve a greater fecds on profit
due to their ownership structdre, the concern of profit
optimization exists forprivatrely ownéd and non-profit
organizationsdas well. Therefore 4he concerns raised
about investor-owned organizdtions are applicable to
all legal sfructures.

A Strain on Clinician Ethics or Integrity

There are concerns that practices owned by
investors facelpressure to increase revenue through
overUtilization and up-coding. Overutilization is the
prescription of treatment that is greater (and more
expensive) than the patient requires. Up-coding is the
practice of over-prescription or overuse of hours, such
as a hesitation to fade tfreatment.

D'’Aunno  (2000) notes that investor-owned
organizations in the substance abuse freatment
industry tend to be more risk-averse and compliance-
focused than non-profit organizations, due fo
the need fo maintain financial stability and meet
regulafory requirements in order fo affract and retain
investors. The same may hold frue for investor-owned
ABA organizations. An investor-owned organization
may be less likely to engage in concurrent billing,
upcoding, or over-utilization because they may be
concerned with the losses of revenue that would
result from recoupments or legal fees if they were
audited and these activities were discovered. It could
be argued that smaller organizations are less likely to
be discovered if engaging in these practices due to
the minor financial impact this behavior would have
on the overall healthcare system. In addition, some
studiesreport that nonprofits are often more vulnerable
to fraud as they rely on trust and volunteer support
(Ciconte & Jacobson, 2009). The concern about a
potential strain on clinician ethics and integrity is valid
for all legal structures, and not necessarily restricted to
investor-owned structures.

Reduced Autonomy of the Clinician

Scott et al. (2003) discusses the importance of
standardization in larger healthcare organizations.
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Scoft et al. argue that standardization can help to
support staff and create consistency in care delivery.
They note that larger organizations often face
challenges related fo coordination, communication,
and quality improvement, and that standardization
can be an effective strategy for addressing these
challenges.

Standardization is important in healthcare because it
allows patients to have a uniform experience across
clinicians and healthcare systems (Epstein, 2010).
Epstein (2010) notes that standardization can help
tfo ensure that patients receive consistent and high-
quality care, regardless of where they seek freatment
or who provides it. For example, in the event of families
moving across the country or moving fo different
organizations, it is hoped that a family would have
a similar experience independent of who their child
is receiving treatment from or where. In this case,
standardization may benefit the patient and allow for
more flexibility during freatment.

Conversely, according to a study published in the
Clinical Psychology Review, it is possible that higher
levels of standardization and protocols in clinical
practice can lead clinicians fo reduced autonomy as
they focus on fitting an individual client info a pre-
determined format rather than creatively probklem
solving and working with a unique set of variables
presented by an individual (Meuser et al., 2017).

In many healthcare settings, clinicians mustioalance
the benefit of standardization reguirements and
having the autonomy to use clinical judgment to
make the best decision aboutdwhat is est for the
patient (Jonsen et al., 2015).

Concerns over pofentiafidecrease of autonomy due
to an increase of stapddrdization drediscussed widely
across the health€are field and seem to be valid,
regardless of awnershipdfructure or legal status, but
likely are more applicable to larger organizations.

CreatedUnfair \Competition for Non-Profit or Smaller
Institations

Hammond .and Frecka (2017) studied the impact of
ownership fype on wages and the use of restrictive
employment practices in hospitals. Specifically, they
compared investor-owned hospitals to non-investor-
owned hospitals in Texas. The results showed that
investor-owned organizations tended to pay higher
wages than non-investor owned organizations and
also had a higher use of restrictive employment
practices such as non-compete clauses. Brown-John
et al. (2017) studied the impact of these restrictive
employment practices on small businesses and
their employees. Their research showed that these
practices make it difficult for smaller firms fo recruit
and compete due to competitive salaries and other
restrictions. Brown-John et al. also revealed that these
restrictive employment practices have a negative

effect on employee well-being and can lead fo
lower job saftisfaction. In addition, investor-owned
companies can afford fo incentivize applicants
with signing bonuses or special perks that smaller
organizations may not be able to provide. This resulfs
in increased competition in the job market and makes
it harder for others to recruit. This concern is valid
for for-profit structures, and seems fo be specific to
investor-owned organizations.

[t should be noted, however, _that restrictive
employment practices are not uniquen, to large,
investor-owned organizationsdFor example, recently
small privately owned organization Utah |Behavior
Services was cited in the Salt Lake City Tribune as
limiting clinician ability/to practice in'someé high-need
areas in the state offlUtah (Stevens, 2022).

One mitigatioh strategy. is, that4small organizations
have a cofmpetitive advantage to investor-owned
organizatfions bdsed on the current staffing shortages.
Thomasget al. (2019) eenducted a comparative study
between small and large healthcare organizations.
They found 4hat smaller organizations had an
advantage in ferms of quality of life, culture, and work
envitonment. Smaller businesses were able to attract
better stafftwith higher job satisfaction which led to
iImproved medical outcomes. The study concluded
fhat“smaller healthcare organizations can be more
successful in terms of atffracting quality staff and
providing better care when they leverage the benefits
of their size.

Impacting the Reputation of ABA to Families who Can
Benefit from Services

The 2020 National Survey of Autism Treatment
examined the use and experiences with ABA-based
therapy among families in the US with children on
the autism spectrum (Odom et al., 2020). The survey
found that many families are in need of ABA-based
therapies, but access to such treatment is limited.
Additionally, barriers to accessing ABA-based therapy
include cost, availability of qualified providers, and
difficulty finding local services. Considering the supply
shortage of quality providers, concerns over the
quality of care provided to patients waiting for care is
important to consider.

Burke et al. (2006) examined the quality and efficiency
of for-profit and not-for-profit hospitals. The results
showed that there was no significant difference in
quality or efficiency between the two types. This
contradicts the findings of Devan et al. (2006) who
found that investor-owned facilities provided subpar
therapy compared to those owned by non-profifs.
This topic has not yet been directly examined for ABA.

The need for appropriately trained and experience
clinicians is a national issue. Today, over 50% of
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clinicians have been certified within the past 5
years (Behavior Analyst Certification Board, n.d).
The majority of those certified provide medically
necessary services for those with an autism diagnosis
(Behavior Analyst Certification Board, n.d). In
addition, ABA-based therapy remains the only non-
psychotropic scientifically validated freatment for
children with autism (Reichow et al, 2012). As such,
ABA-based therapy is prescribed as an appropriate
freatment for most individuals diagnosed with autism.
There remains a national shortage of ABA providers
in autism tfreatment (Pennington & Fedele, 2020).
This shortage is a national concern and despite the
worry that the reputfation of ABA services will be
damaged by poor care, the poor care is not specific
fo privately-owned organizations, and not exclusive
fo investor-owned organizations. The concern abouf
lack of quality of care and sufficient staff to service a
population in need remains an industry-wide concern
that all should be mindful of addressing within their
organization.

Benefits of Investment in ABA-based Therapy

In the spirit of a balanced consideration, it is important
fo review the common benefits of investment in ABA.
There are at least six potential benefits of investtheni
in ABA: 1) increased access to care, 2) better corporate
management, 3) greater adherence to regulations
and guidelines, 4) increased insurance reimbbursement
rates, b) increased investment in inmGvation, and 6)
greater funding for lobbying and legislative &fforts.

Increased Access to Care

One of the most commonly citedbbenefits of investment
enfering ABA-based ‘therapy isi the importance
of private investment in ABA-based ftherapy for
increasing access fo caré for individuals with autism
spectrum disordern(Gless et ab, 2016). Guess et al.
(2016) foundmthat “private dfivestment has helped
fo credie new opportunities and expand existing
freathnent programs due to increased competition
among providers. This:has resulted in lower costs and
higher quality services for patients, leading fo greater
accessibilityeand improved outcomes for people with
ASD who need ABA-based therapies.

Currently, 1in 44 children are diagnosed with autism
andthereisastark supply-demandimbalance with not
enough service providers fo care for those individuals
which makes it challenging for organizations fo scale
quickly enough tfo ensure patfients get care faster.
Private investment in ABA-based therapy can enable
organizations to scale up more quickly and serve
more individuals who need care. Private investments
help finance the expansion of existing services and
create new opportunities, which leads to increased
competition among providers that can ultimately
result in lower costs and higher quality services for
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patients. This allows organizations to reach a greater
number of people with autism spectrum disorder
who need care in areas in which therapy may not be
as easily accessible, leading fo improved access to
freatment and better outcomes for those affected by
ASD (Guess et al.,, 2016).

Concerns remain, however, that organizations that
are growing quickly may not be providing the level of
care required to impact patient progress. In addition,
it can be a concern that servicing.a.region that is
not sustainable financially maydresultinydisruption
of care if an organization sheeds to readjust ifs
payor mix or rate structure. Lemery-Chalfant et al.
(2017) examined the implications for quality when
healthcare organizations grow,too quiekly. It assesses
different aspects of @rganizational growth, such as the
number and typérof Bvidence-Basgd Practices (EBPs)
implementedgcaseloadsizes, tfrdining opportunities,
and orgapizational climatesd It also discusses the
difficulty 1 scalingiywup services due to variables such
as timembeeded famn, clinician’s implementation of
EBPs. Lemery-Chalfantiet al. found that slower rates
of adoption limit the level of care required to impact
patient progress. This suggests that expanding foo
quickly could Jead to decreased quality of care if EBPs
are not ddeguately implemented.

Compgahies growing foo quickly can toke certain
mitigation strategies to ensure they are providing
quality care. These sfrategies include limiting
caseloads, ensuring sufficient fraining opporfunifies
for clinicians, and creatfing a positive organizational
climate. In addition, Dolea et al. (2018) found that,
“Clinical accreditation can serve as an evidence-
based resource for health care organizations looking
to responsibly expand their services while adhering fo
best practice standards” (p. #).

Better Management

According to a study by Krauss and Thomas (2018),
investor-owned organizations have been found to
have sfronger management structures compared
tfo non-investor owned organizations. Krauss and
Thomas examined data from over 500 surveyed
hospitals and found that investor owned facilities had
higher levels of departmental control, clearer goals,
more connection between managers and patients,
fewer miscommunications within staff, and better
engagement with the local community.

Hussain et al. (2012) investigated the human resources
practices within investor-owned hospitals and non-
investor owned hospitals and found that investor-
owned organizations are able to invest more in
fraining and support of their staff due to higher levels
of financial resources. The study found that this was
reflected in higher pay, better working conditions, and
longer tenure for staff at investor-owned organizations.
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The counterargument is that the managers may be
solely focused on profit and may not necessarily be
focused on upholding the mission of an organization
serving a vulnerable population. Also, while some
healthcare executives may understand lbroader
healthcare, they may not understand the nuances
of ABA funding, organizational structure, fraining, or
compliance needs which are unique. Therefore, these
executives may have a steep learning curve or put in
systems that may not necessarily be appropriate for
this particular area of healthcare.

Greater Adherence to Regulations and Guidelines

In the United States, investors are highly regulated
and therefore have a strong understanding of the
requirement to adhere to best practices, regulations,
and guidelines. LeRouge and Garfield (2017) noted that
investor-owned healthcare organizations are more
likely to seek external review, including accreditation
by independent organizations, because it can improve
their reputation and provide a competitive advantage.
They argue that this emphasis on external review is
driven by the need to maintain profitability and safisfy
shareholders, which incentivizes these organizations
fo seek out best practices and quality improvement
strategies. In addition, investors in healthcare
organizations have a fiduciary responsibility toftheir
limited partners fo ensure that the organization
complies with regulatory guidelines, such as thase
related to privacy and security (Chenl &“Sanghani,
2019). Failure to comply with thesefregulations can
result in significant financial and reputationaimrisks
for the organization, and thatdhvestorsydre therefore
incentivized to prioritize g@omplionce“in, order to
minimize these risks.

While not a criticismfof investor-owned organizations,
but rather a geomment on privately owned
organizations, §ome ABA organizations are owned
and operated by glinicians who have never owned
or operafed: @, headlthcaref organization. Although
clinicians have extensivel knowledge and expertise
in providingd medical care, they may lack the
necessarydbusiness management skills to efficiently
run a medical practice, which can result in challenges
related to findncial management, billing and coding,
and sftaff management. Most clinicians have never
received fraining on privacy and security, healthcare
billing, and accounting, which can make it difficult
for them fto understand and comply with regulatory
requirements.

A lack of training and knowledge about these areas
can be particularly problematic in small healthcare
organizations, which may have limited resources fo
devote o regulatory compliance. As such, healthcare
organizations should prioritize training and education
for clinicians on privacy and security requirements,
healthcare billing, and accounting to mitigate these
risks. It is worth noting that not all clinician-owned
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medical practices will experience these drawbacks,
and some may be able to effectively address these
challenges through strategic partnerships, professional
development opportunities, and other strategies.

Better Insurance Reimbursement Rates

Burns and Muller (2008) examined hospital-physician
collaboration and the impact of economic integration
on clinical infegration. They note that in some areas of
healthcare, increased acquisition activity has resulted
in a subsequent increase in reimbursement rafes.
Burns and Muller suggest that thi§ may be due to the
bargaining power of large he@lthcare organizations,
which can negotiate higher reimbursement rates with
insurance companies. BUrns and<Muller afgue that
increased reimbursement rateseean havedoth positive
and negative effects.\On thé positive side, increased
reimbursement £ rates_ w€an praovide healthcare
organizationst with the financial resources needed
to invest infmew technologies) facilities, and services.
On the negative side, increased reimbursement rates
can.eontribute to rising healthcare costs, which can
mdke healthcare less affordable and accessible
for patients. @verall, Burns and Muller suggest that
inCreased acquisition activity can have complex and
varied, effects on healthcare reimbursement rates,
depending on the specific context and the bargaining
power of different stakeholders.

Investment in Innovation or Cutting-Edge Approaches
to Care

Organizations with invesfors can take on some risk
of experimenting with cutting-edge freatment or
alternative approaches to care. Investors can provide
healthcare organizations with access to stable capital
that can be used to experiment with new delivery
models and tfo incur losses without worrying about
losing access tfo funding (Eastaugh, 2014). In ABA
specifically, organizations with investment capital are
able to explore innovative solutions such as virtual
reality or robotfics to improve social, behavioral,
communication, and life skills for individuals diagnosed
with autism spectrum disorder (Kandalaft et al.,, 2013).
These additional approaches to tfreatment are more
difficult o support without external capital.

In addition, investor-owned organizations can
contribute funds to solve important challenges
within the field. For example, in 2021, the International
Consorfium for Health Outcomes Measurement
(ICHOM) launched a global standard outcomes
measure set to enhance care for ASD. The launch
of the measure set was the culmination of years of
work funded by seven private-equity-backed ABA
organizations (ICHOM, 2021). This work was necessary
fo confinue driving the field forward and would not
have been possible without the contribution of capital
gained from outside investment.
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Greater Funding for Lobbying and Advocacy Efforts

The increased private investment in ABA-based
therapy has resulted in greater funding for lobbying
and advocacy efforts. Private equity firms that invest
in ABA providers may allocate a portion of their funds
to lobbying efforts that aim to influence healthcare
policies and regulations related to ABA-based therapy.
This can result in increased funding for research and
development of new therapies and technologies,
as well as greater access to ABA-based therapy for
patients. However, increased funding for lobbying and
advocacy efforts also raises concerns about conflicts
of interest and the potential for private inferests to
shape healthcare policies in ways that do not align
with the best interests of patients. Therefore, it is
important for regulators and policymakers to provide
oversight and transparency fto ensure that private
investment in ABA-based therapy benefits patients
and does not compromise the quality or accessibility
of care.

Suggested Mitigation Strategies

Now that some potential concerns and benefits of
investment in ABA-based therapy have been outlined,
it is important fo explore some of the mitigation
strategies that all organizations can consider when
growing their ABA-based therapy practice, considering
raising capital, or selling their business.

Quality of Earnings for Clinical Quality

In any acquisition, all investofs conduat @ Quality of
Earnings analysis. A quality. of earnings (QofE), or
financial accounting duediligence by anindependent
accounting firm, takes a deep dive info a company'’s
financial and opeérating . informationr emphasizing
earnings beforé interest, taxes, depreciation, and
amortization oft Earnings Before Inferest, Taxes,
Depreciationpend Amortization (EBITDA). This metric
is widely considered “@ymiore relevant indicator for
detefmining af business's‘enterprise value than other
metrics ssueh ™ as net income. Although technically
not a financial measurement defined by the US.
GAAP, EBITDANs believed to be a good indicator of a
company’s ability to generate cash flow and removes
the effects of various capital structures and other
business conditions that may change post-fransaction.
Generally, sellers engage a specialist to perform this
analysis before a buyer begins due diligence.

It is recommended that any buyer engages in a
QofE for Clinical Integrity. A well-structured QofE for
Clinical Integrity (QofCl) should assess processes such
as patient intake, patient onboarding, average hours
recommended, length of stay in freatment, outcome
measures, staff recruiting structure, staff fraining,
and oversight processes. This type of analysis by an
interested buyer will ensure that the buyer is aware
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of the gaps of care that exist prior to purchasing the
organization. This will also mifigate the infusion of
capital into a system without a clear understanding of
the areas required to ensure patients receive the best
care possible and maintain positive relationships.

Similarly, sellers must select the “right type” of
investor. Investors who are inherently driven by the
mission of the organization appreciate that clinical
excellence underlies all financial performance and
should be ready to make a long-term,_commitment
tfo the organization. Investors whe are purely viewing
the financials of the lbusiness in isolation, \pushing
profitability at a growth rate“that pufs the quality
of care in question candead to the, aforementioned
concerns. The right type of ipvestor whio can help
avoid the pitfalls préviously mentioned are those who
were interested Not onlyin financialfsuccess, but also
in advancingdfinovative hiealthcgare models.

External Oversight

Cofcerns regarding “¢elinical integrity, quality of
care, and reduced autonomy can be mitigated by
the oversight of organizations providing ABA-based
therapy. Certification and licensure hold individual
practitioners “accountable to a code of ethical
conduct and set minimum criteria for competency fo
practice, usually through an examination for entry info
the profession and supervised experience hours. Once
certified and/or licensed, the individual practitioner
must update their status by providing evidence of
continued education in the required subject areas and
continued adherence to legal and ethical guidelines.
However, licensure and certification do not manage
the behaviors of organizations. Accreditation by an
independent third party arranges confingencies for
service providers to demonstrate that they adhere
to standards of excellence and best practices in
behavior analysis. A mitigation strategy to ensure
that organizations that are growing quickly maintain
clinical quality is to engage in an accreditation survey
that evaluates the organizations and whether their
systems are well-developed. A quality accreditation
program also requires annual conformance fo ensure
that behavioral drift has not occurred.

In healthcare, there is a broader movement toward
standardization and accreditation ensures this
movement improves patient care (Kazemi, 2022).
Today, accreditation for healthcare services is most
often required by payers, such as insurance providers,
as a condition for reimbursement. In cases when
it is not required, some healthcare organizations
seek accreditation to renegotiate or obtain higher
reimbursement rates from funding entities. Health
systems that are concerned on the impact of private
investment on ABA therapy should explore the role
of accreditation in aligning financial incentives with
quality organizational structures and outcomes.
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Value-Based Care

A broader solution to mitigate the concerns of
investment entfering ABA-based therapy is the
potential innovation of payment models. Value-based
care is a form of reimbursement that ties payments
for care delivery to the quality of care provided.
Value-based care rewards providers for efficiency
and effectiveness. This form of reimbursement has
emerged as an alternative and potential replacement
for fee-for-service reimbursement, which pays
providers for services delivered based on bill charges
or annual fee schedules. Concerns around the quality
of care, ethical service delivery, upcoding, and
overutilization can be mitigated by payors exploring
these alternative payment models which ensure that
freatment decisions that enhance clinical quality.

Conclusion

To answer the question, does private equity in ABA-
based therapy harm or benefit the field? - it depends.
Investment capital in ABA-based therapy has resulted
in some benefits such as increased innovation,
increased access to care, and greater adherence to
regulations and guidelines (Wacker et al., 2015). That
being said, while the concerns around a degli
in patient care and a sfrain on ethics and inf
are valid, they are not isolated fo invesfor-owne
for-profit organizations. It is important thai, i

organizations they are purchasing
organizations should engage |
tfo ensure adherence fo qudali
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