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Abstract

Private equity firms are increasingly investing in US.
healthcare, specifically applied behavior analysis. Although
supporters argue it can increase innovation, access-tfo-
care, and reimbursement rates, critics say that it can harm
clinical practices and reduce the quality of care. Healthcare
regulations and laws prevent private equity firms from
harming patients to earn a profit, however, quality care
is required beyond just the safety of a patient. This paper
explores the dynamics emerging from the entry of private
equity, the potential concerns, and benefits, and provides
some suggestions to mitigate potential drawbacks.
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Intfroduction

Boiley et al. (2020) found that the healthcare industry
is experiencing rapid consolidation as private equity
firms compete with large applied behavior analysis (ABA)
organizations fo 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, the potential benefits,
risks, and drawlback of such investments are discussed, and
suggestions for mitigating these drawbacks are provided.

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 unigue 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 to refain 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
fo 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 Ethics code
for behavior analysts (BACB, 2020), currently the most
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prominent certification board.. The ethics code has
not historically required a distinction around private
for-profit or non-profit business structures or investor-
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 to provide the
investors with profit and to do so usually within 4-7
years (Custafsson 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 entities owned by an individual,
partnership, or corporation that is not controlled by
stockholders. Nonprofit corporations are tax-exempt
and are controlled by boards of frustees who cannot
appropriate surplus revenues after expenses are paid.
While these are general descriptions of legal status,
all ABA organizations fall under one of these three
categories. While this paper focuses on investor-
owned corporations, the concerns about profit
incentives apply to all for-profit entities regardless of
ownership sfructure. The article discusses whether
these criticisms are valid for for-profit structures and,
if so, whether they are limited to investor-owned
structures.

Concerns about the Impact of Investment on ABA
Therapy

Five primary concerns aboutf 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. Patient
care can include contact with patients, frequency
of assessment, measurable clinical outcomes, and
patient satisfaction. This concern is not unique fo
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investor-owned organizations and applies to for-profit,
privately owned, and non-profit organizations. While
for-profit organizations have shareholders earning
profit as a contingency, non-profit organizations may
have senior leadership earning higher salaries or
bonuses as a contingency. However, the contingency
may be stfronger for an investor-owned organization
due fo its drive to achieve high growth targets.

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 incorporation status. Today,
many organizations are competfing with wages
at delivery services and fast food establishments.
Every organization must consider its profit margins
and optfimize the skills of its clinicians and the time
required to freat patients. While investor-owned
organizations may have a greater focus on profit
due to their ownership structure, the concern of profit
optimization exists for privately owned and non-profit
organizations as well. Therefore, the concerns raised
about investor-owned organizations are applicable to
all legal structures.

A Strain on Clinician Ethics or Integrity

There are concerns that practices owned by
investors face pressure to increase revenue through
overufilization and up-coding. Overufilization 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 fo fade freatment.

@VESEIED e same may hold frue for investor-owned
ABA organizations. An investor-owned organization
may be less likely to engage in concurrent billing,
up-coding, or overutilization because they may be
concerned with fthe losses of revenue that would
result from recoupments or legal fees if they were
audited and these activifies 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 studies report that nonprofits are often more
vulnerable to fraud as they rely on trust and volunteer
support (Kliff, 2002; Ciconte & Jacobson, 2009). The
concern about a potential sfrain on clinician ethics
and integrity is valid for all legal structures, and not
necessarily restricted to investor-owned structures.
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Reduced Autonomy of the Clinician

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

erwho providesiit. 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 freatment from or where. In this case,
standardization may benefit the patient and allow for
more flexibility during freatment.
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patient (Jonsen et al., 2015).

Concerns over potential decrease of autonomy due
to an increase of standardization are discussed widely
across the healthcare field and seem to be valid,

Create Unfair Competition for Non-Profit or Smaller
Institutions
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for for-profit structures and seems to be specific fo
investor-owned organizations.

t should be noted, however, that restrictive
employment practices are not unique fo large,
investor-owned organizations. For example, recently
small privately owned organization Utah Behavior
Services was cited in the Salt Lake City Tribune as
limiting clinician ability to practice in some high-need
areas in the state of Utah (Stevens, 2022).

One mifigation sfrategy is that small organizations
have a competitive advantage to investor-owned
organizations based on fthe current sfaffing
shortages.
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Considering the
supply shortage of quality providers, concerns over
the quality of care provided fo patients waiting for
care is important to consider.
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found that investor-owned facilities provided subpar
therapy compared fo those owned by non-profits.
This topic has not yet been directly examined for ABA.
The need for appropriately trained and experienced
clinicians is a national issue. Today, over 50% of
clinicians have been certiflied within the past 5
years (Behavior Analyst Certification Board [BACB],
n.d.). Many of those clinicians come from what are
known as “BCBA Mills” — programs that take hundreds
of students in which relatively a low amount pass
the BACB exam upon graduation. The majority of
those certified provide medically necessary services
for those with an autism diagnosis (BACB, n.d.). B
addition, ABA-based therapy remains the only non-
psychotropic  scientifically validated  treatment  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 treafment (Pennington & Fedele, 2020).

This shortage is a national concern and despite the
worry that the reputation 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 about
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 isimportant
fo review the common benefifs of investment in ABA.
There are at least six potential benefits of investment
in ABA: 1) increased access to care; 2) better corporate
management; 3) greater adherence to regulations
and guidelines; 4) increased insurance reimbursement
rates; 5) increased investment in innovation; and 6)
greater funding for lobbying and legislative efforts.

Increased Access to Care

One of the most commonly cited benefits of investment
enfering ABA-based therapy is the importance of
private investment in ABA-based therapy forincreasing
access fo care for individuals with ASD. The presmie
of this view is that private investment has helped
tfo create new opportunities and expand existing
freatment programs due to increased competition
among providers. This has resulted in lower costs and
higher quality services for patients, leading to greater
accessibility and improved outcomes for people with
ASD who need ABA-based therapies.

Currently, 1in 36 children are diagnosed with autism
andthereisastark supply-demandimbalance with not
enough service providers to care for those individuals,
which makes it challenging for organizations fo scale
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quickly enough to ensure patients 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
patients. This allows organizations to reach a greater
number of people with ASD who need care in areas
in which therapy may not be as easily accessible,
leading to improved access to treatment and better
outcomes for those affected by ASD.

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 may result in disruption
of care if an organization needs to readjust ifs
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Companies growing too quickly can fake certain
mitigation sfrategies to ensure they are providing
quality care. These strategies include limifing
caseloads, ensuring sufficient fraining opporfunifies
for clinicians, and creatfing a positive organizational
climate.
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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 broader
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.
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result in significant financial and reputational risks
for the organization, and that investors are therefore
incentivized fo prioritize compliance in order to
minimize these risks.

While not a criticism of investor-owned organizations,
ut rather a comment on privately owned
organizations, some ABA organizations are owned
and operated by clinicians who have never owned
or operated a healthcare organization. Although
clinicians have extensive knowledge and expertise
in providing medical care, they may lack the
necessary business management skills to efficiently
run a medical practice, which can result in challenges
related to financial management, billing and coding,
and staff management. Most clinicians have never
received training on privacy and security, healthcare
billing, and accounting, which can make it difficult
for them to understand and comply with regulatory
requirements.
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to Care

Organizations with investors can take on some risk
of experimenting with cutting-edge treatment or

alternative approaches to care. (VESTorsIcaprovice

losing access to funding (Eastaugh, 2014). In ABA

specifically, organizations with investment capital are
able to explore innovative solutions such as virtual
reality or robotics to improve social, behavioral,
communication, and life skills for individuals diagnosed
with ASD (Kandalaft et al, 2013). These additional

N addition, investor-owned organizations
contribute funds to solve important challenges
within the field. For example, in 2021, the International
Consortium for Health Outcomes Measurement
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(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
to continue driving the field forward and would not
have been possible without the contribution of capital
gained from outside investment.

CGreater 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
fo 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 fo ABA-based therapy for
patients. One example is the formation of the National
Coalition for Access to Autism Services (https://www.
nationalautismcoalition.org/), founded by a number
of privately and invesfor-owned ABA organizations
which has been supporting efforts to increase access
for military families for the past five years.

However, increased funding for lobbying and
advocacy efforts also raises concerns about conflicts
of inferest and the potential for private interests fo
shape healthcare policies in ways that do not align
with fthe 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 fthat 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 investors conduct a Quality of
Earnings analysis. A quality of earnings (QofE), or
financial accounting due diligence by anindependent
accounting firm, takes a deep dive info a company'’s
financial and operating information emphasizing
earnings before interest, taxes, depreciation, and
amortization or Earnings Before Inferest, Taxes,
Depreciation, and Amortization (EBITDA). This metric
is widely considered a more relevant indicator for
determining a business’s enterprise value than other
metrics such as nef income. Although fechnically
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not a financial measurement defined by the US.
GAAP, EBITDA is 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-tfransaction.
Generdally, 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
of the gaps of care that exist prior to purchasing the
organization. This will also mitigate the infusion of
capital info 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
fo the organization. Investors who are purely viewing
the financials of the business in isolation, pushing
profitability at a growth rate that puts the quality
of care in question can lead to the aforementioned
concerns. The right type of investor who can help
avoid the pitfalls previously mentioned are those who
were interested not only in financial success, but also
in advancing innovative healthcare models.

External Oversight

Concerns regarding clinical 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 into
the profession and supervised experience hours. Once
certified and/or licensed, the individual practitioner
must update their status by providing evidence of
continued educationin 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 organization and whether their
systems are well-developed. A quality accreditation
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program also requires annual conformance fo ensure
that behavioral drift has not occurred.

Today, accreditation for healthcare services is most
often required by payers, such as insurance providers,
as a condifion 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.

Value-Based Care

A broader solution to mitigate the concerns of
investment entering ABA-based therapy is the
potential innovation of payment models. Value-based
care is a form of reimbursement that fies 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, up-coding, and
overutilization can be mitigated by payors exploring
these alternative payment models which ensure that
tfreatment decisions that enhance clinical quality.

Conclusion

To answer the question, does private equity in ABA-
based therapy harm or benefit the field? - it depends.

regulations and guidelines (Wacker et al., 2015). That

being said, while the concerns around a decline
in patient care and a sfrain on ethics and infegrity
are valid, they should not isolated to the ownership
or oversight of the organization. There are broader
issues within the field contributing tfo the decline in
quality such as poor training, labor shortages, and low
reimbursement rates. It is important that independent
of ownership structure, all take stock of these broader
issues and work cohesively tfo remediate them. In
addition, all organizations should engage in external
oversight tfo ensure adherence to quality standards
and best practices. Lastly, the funding landscape
must evolve to include alternative payment models
that align clinical quality with financial incentives fo
ensure that patient care remains at the forefront of
ABA-based therapy.

Author Note

Health Center of Excellence (BHCOE), and co-founder
of the Autism Investor Summit.
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