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Opportunities for Improving Managed Care
for Individuals with Dementia:
Part 2—A Framework for Care
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Abstract
In this second part of a review of dementia, we

argue that managed care organizations must devel-
op strategies to identify and manage patients with
dementia, whose numbers will increase dramatical-
ly in the near future. Improved coding and use of
validated self-report instruments that include care-
givers as information sources could assist in identi-
fying patients with dementia who could benefit from
disease management programs. These programs
should include population-based screening efforts;
the development of practice guidelines; the use of
case managers; education of caregivers, case man-
agers, and physicians in issues such as availability of
community services, patient/caregiver self-manage-
ment techniques, and the latest developments in effi-
cacious treatment; and monitoring of care through
quality assurance activities. Dementia is a highly
prevalent, devastating, and costly chronic illness of
the elderly, but it is also eminently manageable.
Managed care has the potential to improve the qual-
ity of life and care for these patients, while manag-
ing the costs.

(Am J Managed Care 1999;5:317-324)
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The prevalence of Alzheimer’s disease (AD) and
of its related dementias (ADRD) is estimated
to be 6% in individuals over age 65 and may

approach 40% in those older than 85.1-6 Annual
direct and indirect healthcare costs for ADRD are
currently estimated at $100 billion in the United
States.7 With greater numbers of elderly enrolling in
Medicare managed care plans, the proportion of
these costs being paid by managed care will increase
as well.

As we described in part 1 of this article,8 to date
most managed care organizations (MCOs) have
failed to focus on the potential challenges of caring
for large numbers of patients with dementia. They
have not yet recognized the impact on their organi-
zations of increased costs, significantly greater ser-
vices usage, and poorer quality of life for both the
patients and their caregivers that will result from the
failure to develop a plan of care for patients with
dementia.

In this article, we outline just such a plan. We
argue that as a chronic illness, dementia has most of
the characteristics that make it amenable to a dis-
ease management program such as is applied to
patients with diabetes, asthma, and other chronic 
illnesses.

Improving Care of Patients with Dementia 
in Managed Care

There is no doubt that many patients with
dementia are currently enrolled in MCOs even
though their care may not be explicitly tracked by
the organization9 and their numbers may be under-
estimated because of lack of recognition by physi-
cians and undercoding for claims purposes. For
example, dementia is rarely coded as the cause of a
hospital admission, but it is the underlying cause of
many admissions for infections in and injuries to the
elderly.10 For this reason, analysis of the most fre-
quent reasons for hospital admission in MCOs is



unlikely to identify many patients with dementia. In
addition, Medicare managed care programs can
expect to see increasing numbers of individuals with
dementia in their programs. The Balanced Budget
Act of 1997 mandated the Health Care Financing
Administration (HCFA) to develop and implement a
risk-adjusted methodology for payment to health
plans to replace the current method. The new pay-
ment system will likely encourage health plans to
enroll and then actively manage care for the chron-
ically ill elderly, including patients with dementia.
Potentially, the new payment system could benefit
health plans, their contracted providers who prac-
tice cost-effective medicine, and chronically ill
members with dementia who may benefit from bet-
ter managed care systems that meet their needs.

The recognition of the excess costs of care for
patients with dementia creates incentives for MCOs
to focus efforts on members with this chronic ill-
ness. Since dementia is a chronic, progressive dis-
order that requires a comprehensive multidiscipli-
nary approach, managed care potentially offers a
better way to care for patients with dementia than
traditional fee-for-service (FFS) approaches.
Traditional Medicare FFS payment systems tend to
lead to fragmented care and lack of coordination of
providers. In managed care, budgeted (capitated)
care allows providers to dispense necessary care,
either medical or nonmedical, and utilize all nec-
essary sites of care to manage healthcare quality
and costs. Budgets in the form of capitation give
providers predictable and prospective revenue that
can be used to better design service delivery
beyond the usual limits of FFS practices.
Capitation may promote efficient access to the full
range of services required by patients with demen-
tia if these services can be shown to be cost effec-
tive and promote quality of care. Furthermore, in
Medicare managed care, many of the regulations
that fragment care in Medicare FFS, such as the 3-
day requirement for a hospital stay prior to nurs-
ing home admission, are waived so that direct
admissions to skilled nursing care facilities from
the home are possible. Thus, for the patient with
dementia, managed care providers can employ
budgeted funds for direct admissions to skilled
nursing facilities for subacute medical problems,
adult day care, respite for caregivers, and other
targeted forms of long-term care. In principle,
well-managed care can promote maintaining
patients at their highest level of independence,
preferably living in the community, and can pre-
vent unnecessary hospitalizations.

In contrast to care under FFS arrangements,
MCOs have the potential to employ systemwide
case-finding strategies. Currently, Medicare MCOs
commonly employ health-risk assessments to iden-
tify members requiring primary, secondary, or ter-
tiary preventive health interventions. Identifying
members at high risk enables Medicare managed
care programs to effectively triage these members to
proactive interventions such as geriatric care man-
agement.11-15 Previous research has shown that
elderly individuals at high risk for adverse health
outcomes can be identified by self-reported health-
risk assessments.14,16-20 However, health-risk assess-
ments specifically designed for detecting dementia
have not been previously developed or implemented
on a widespread basis in MCOs.

An alternative approach to case finding for dis-
ease management depends on the use of administra-
tive data. Although this approach has been success-
fully applied in diseases such as congestive heart
failure,21 asthma, and diabetes, administrative data
may not be useful for capturing data on individuals
with dementia. Mild and even moderate ADRD is
grossly underrecognized resulting in undercoding,
even when diagnosed. For example, one study
showed that dementia was coded for in only 10% of
patients who had already received the diagnosis.10

Thus, case finding and reporting must be improved
in order to develop better medical management sys-
tems for dementia. Validated self-report instruments
that include caregivers as information sources may
offer useful alternatives for case finding. For admin-
istrative data to be useful for the detection of
dementia, progress must occur at the level of physi-
cian recognition of ADRD so that coding, particular-
ly in the ambulatory care setting, reliably identifies
disease episodes.

Capitated managed care also poses potential
problems for the care of patients with dementia. In
a fully capitated system, underutilization of medical
services could occur. Health plans, as the organ of
quality oversight, must be vigilant in monitoring
capitated providers to ensure that profiteering
through underutilization does not occur. Capitated
physicians may be reluctant to see patients with
dementia and their caregivers because of the longer
time required for office visits. In addition, physician
groups at risk for pharmacy costs may underutilize
medications viewed as having marginal effective-
ness, such as cognitive enhancers. To address poten-
tial problems with capitation and to promote quali-
ty care, MCOs could develop population-based dis-
ease management and quality improvement pro-
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grams specific for patients with dementia that
employ alternate providers and provide effective
care management involving communication directly
with members, their caregivers, or both. Through
population-based approaches, MCOs can reduce
variability and improve quality and access of care for
patients with dementia.

The integration of acute and long-term care is an
important issue facing managed care that particular-
ly affects patients with dementia.22 Managed demen-
tia care is and will be compromised (for the foresee-
able future) by the fact that many individuals do not
have access to comprehensive long-term care,
because of problems with availability of local care,
securing transportation to care, or paying for care.
In addition, the lack of integration in our current
government financing system for acute care
(Medicare) and long-term care (Medicaid) pro-
motes inefficiencies in the continuum of care for
those individuals who are covered by both systems.

Some managed care systems are creating innov-
ative programs for covering long-term care ser-
vices, including home care, day care, and respite
care. Such efforts are likely to increase substantial-
ly in the near future and will become an important
component of dementia disease management pro-
grams.

Recommendations for Care and Disease
Management for Patients with Dementia in
MCOs

A Disease Management Approach. With more
effective geriatric care management and dementia-
specific disease management approaches, a popula-
tion-based managed care approach could improve
care of patients with dementia in MCOs. Table 1
gives an overview of medical management issues in
ADRD. Table 2 shows our view of the state of cur-
rent treatment and an optimal model of care for
patients with dementia.

Does dementia fulfill criteria for a disease man-
agement approach? Disease management is a
proactive, disease-specific way to deliver healthcare
for chronic illness.23 Diseases that are targeted by
disease management programs are those in which
natural history can be altered with available strate-
gies. Disease management strategies integrate care
across the continuum, enhance the traditional
physician paradigm with efforts to reduce the fre-
quency or severity of exacerbations of chronic dis-
eases, and employ nonphysician practitioners spe-
cializing in the target disease. The most common
disease management programs address congestive

heart failure, asthma, chronic obstructive lung dis-
ease, and diabetes.21,24,25 A number of criteria have
been suggested that may be used to determine
whether a disease management approach to an illness
can be justified.23 These are summarized in Table 3 as
they apply to dementia. As noted in the table, demen-
tia meets most criteria for the implementation of a
structured disease management program.

Population-based screening of mental status by
MCOs could increase rates of case finding in the
community and of early detection of dementia.
Existing standardized tests that screen for cognitive
dysfunction such as the Mini-Mental State
Examination26-28 have not had widespread applica-
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Table 1. Issues in Effective Medical Management for
Dementia Care

Recognition and diagnosis
Screening by health plan

Cognitive assessment as part of yearly examinations of 
elderly patients

Acknowledgment of caregiver concerns

Physician expertise in differential diagnosis

Development of practice guidelines for diagnosis

Drug treatments

Primary therapies: cholinesterase inhibitors and
disease-modifying agents

Behavioral symptoms: agitation, depression, sleep 
disorders.

Nonpharmacological management of medical 
comorbidity

Functional impairment (homemaking, meal 
preparation, transportation)

Depression

Behavior disorders (agitation, wandering)

Sleep disorders

Immobility, falls, and other accidents

Feeding disorders and malnutrition

Urinary and fecal incontinence

Infections due to malnutrition, aspiration, immobility, 
and incontinence

Ethical dilemmas (loss of autonomy, care, and end-of-
life decisions)

Care of the caregiver

Physical and mental health issues

Education and training

Guidance to community resources



tion in managed care. Brief telephone
screening procedures could be developed
that could overcome the potential barriers
to the process in a managed care setting.

There are significant barriers, however,
to screening for dementia in a managed
care setting. Both cognitively intact and
impaired members may refuse to answer
questions from their health plan regarding
their cognitive competency because of fears
that revealing possible incompetence might
lead to a loss of coverage or a denial of
access to services. Furthermore, consider-
able problems exist with reliability in asking
individuals about their mental status, either
via the telephone or mail, methods that are
commonly used by HMOs to perform risk
screening. Brief screening instruments can
be implemented in Medicare managed care
programs as a component of a high-risk
case-finding program. An area for future
research is to determine how to best screen
for dementia in the MCO setting.

Once diagnosis is made, the physician’s
role in a multidisciplinary approach can be
focused on medical management but must
also integrate care by nonphysician
providers. Under various risk-sharing capi-
tated arrangements currently in practice in
many MCO models, primary care providers
have the incentive to focus on preventing
iatrogenesis, functional decline, and insti-
tutionalization.29

Triage of high-risk patients can occur in
specialized care management programs
that have expertise and knowledge of
dementia care. Geriatric care management
programs can be situated in a health plan,
an independent practice association net-
work office, or the offices of large multispe-
cialty group practices. Regardless of their
site and the nature of the contractual rela-
tionship with the primary care provider,
geriatric care management programs
focused on dementia care can assist prima-
ry care providers within MCOs to practice
multidisciplinary geriatric care by provid-
ing knowledge, additional personnel
resources, and effective access to
care.13,15,30,31

Education as a Component of Care. In
order to create a system for the compre-
hensive management of dementia, case
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Table 2. Care Issues in Dementia

MCO = managed care organization

Care Issues Current Treatment A Future Ideal?

Early diagnosis Rare Population screening

Diagnostic Variable Follows practice 
assessment guidelines

Role of primary Lack of knowledge; Educated in diagnosis, and
care physician poor incentives management; has

for comprehensive incentives for complete
management management, including

psychosocial and 
long-term care problems

Specialist referral Variable Follows practice guidelines
when indicated

Antidementia drug Idiosyncratic Follows practice guidelines;
use effective drugs promoted

and appropriately utilized

Community service Physicians unaware Improved access provides
referrals and often fail to caregivers and physicians

access with multiple services

Care management Few geriatric care Well-developed, structured
management disease management
programs; none programs
dementia specific;
case manager
knowledge  
generally poor

Measures of quality None Measures validated and
of care employed by MCOs to

improve outcomes of care

Educational Available, but not Widely available and used
resources widely

disseminated

Continuum of care Fragmented and Efficient use of the entire
utilization inefficient continuum of care required

by the patients with 
dementia; long-term care,
adult day care, respite and
end-of-life care available
and appropriately 
utilized

Acute medical care None dementia specific Medical inpatients with 
dementia as a primary
diagnosis or comorbidity
recognized as having 
special needs

Inpatient behavioral Fragmented Coordinated with outpatient
care or institutional care

Clinical research Inaccessible Participation facilitated 
through joint 
pharmaceutical,
MCO, academic
funding



managers need education and training in
the management of patients with demen-
tia. Some services required by patients
with dementia and their caregivers are in
the traditional domains of case managers,
such as linkage to community resources
and social services. However, most case
managers are not trained in the specific
aspects of care related to dementia.
Valuable resources are available for these
purposes,32 as well as models for dementia
case managers.33

Case management for dementia care
focuses on

• maintaining or improving functional
health and quality of life for both affect-
ed individuals and their caregivers in
addition to promoting better medical
management of the continuum of care

• reducing unnecessary physician office
visits, emergency room visits, and hos-
pitalizations

• delaying nursing home placement 

Prior attempts at these goals, such as
the Medicare-Alzheimer Demonstration
Project,34 suggest that gains will be mod-
est, but with more aggressive early diagno-
sis and better interventions, case manage-
ment may have a more robust benefit.

A number of underutilized, nonpharma-
cologic care management interventions
are available that can have a significant
impact on quality of life and costs of care
when implemented at the early stages of
the symptomatic illness. Many of these
interventions are psychosocial in nature
and include education and counseling of
caregivers in dementia care. The matter of
driving points out the biopsychosocial
nature of ADRD care. While there may be
many instances in which patients with
mild ADRD can still drive, most patients
should not drive, or should drive only with
restrictions. Family members may need
the influence of the physician to take this
difficult step. Another area that may bene-
fit from interventional counseling and edu-
cation is patient finances. Financial plan-
ning can prevent many future crises, espe-
cially when there is a spouse or substantial
assets involved. Patients who have respon-
sibility for checking accounts or other
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Table 3. Application of Criteria for Successful Disease
Management Programs to Dementia

Disease Management Criteria Dementia

1. Does the illness generate high Yes, especially in 
costs? moderate to late stages

2. Is the illness a high-volume one? Yes, primarily among the
rapidly growing popula-
tion of people older 
than 75 years of age

3. Does the illness cause a high rate Yes
of preventable complications?

4. Is there a short time frame (1-3 years) Probably
for alternating natural history in early
stages with drug therapy?

5. Is treatment outpatient focused, low Yes
technology, nonsurgical?

6. Are there coding boundaries for A problem because of
identifying disease episodes? a lack of coding by  

physicians and 
hospitals; requires
education of providers

7. Is there a high rate of variability in Yes
treatment?

8. Is there a high rate of patient Yes
noncompliance, amenable to 
education for patients, caregivers,
and/or physicians?

9. Is there a high rate of potentially Yes
unnecessary referrals for diagnosis
and complications?

10. Is consensus achievable on quality care? Yes

11. Can clinical practice guidelines be Yes
developed targeted to address areas 
of need?

12. Can dementia-specific outcome Yes
criteria be developed?

13. Are there opportunities for better Yes
coordination of community services, 
particularly those not generally 
covered by Medicare?

14. Can better case finding through Yes
administrative or self-reported 
(patient or caregiver) health surveys 
be developed?

15. Could better health-risk appraisals Yes
that predict utilization and costs 
be developed?

16. Are there opportunities for the Yes
application of information 
management technology for 
the disease?

17. Is there a need for better telephone Yes
demand management services,
particularly for psychosocial needs
of patients and caregivers?



financial affairs need to involve others to avoid cat-
astrophic missteps. Planning for future medical care,
advance directives, and living wills should be a rou-
tine aspect of dementia management and education.
Patients should be given choices about future care.
It is generally best to obtain advance directives and
other necessary information from patients early in
the disease when they are cognitively intact, or at
least able to give assent regarding decisions.

In late-stage dementia, home care and caregiver
education can prevent the costly comorbidities of
dementia often associated with hospitalization, such
as malnutrition, pressure sores, and infections
including aspiration pneumonia, urinary tract infec-
tions, and wound infections; and to promote effec-
tive and humane end-of-life care.35 One recent
study33 has shown that a concerted caregiver educa-
tion program delayed nursing home placement by
nearly 1 year.

The importance of education and support for the
AD caregiver cannot be underestimated. As AD
patients require more and more assistance in per-
forming their activities of daily living, their care-
givers will also require more support in handling the
increased demands on their time, their possible
financial problems, and their emotional strain.

Education of affected individuals in self-manage-
ment is a general principle of effective chronic
care.36 In the case of dementia, the individual to be
educated is the caregiver. Education of caregivers in
self-management of dementia as a chronic illness is
an important component of a disease management
strategy that goes well beyond traditional medical
management. Often, physicians are not able or will-
ing to provide counseling because it is so time con-
suming. In addition, individual physicians may be
unaware of how to access community agencies and
other resources for assisting with and improving the
care of patients with dementia.

In contrast to the typical strategy of teaching self-
management to the individual affected by a chronic
disease, a focus on teaching the caregiver the prin-
ciples of management of dementia as a chronic ill-
ness poses novel challenges. Nevertheless, consider-
able educational resources exist already for these
purposes through currently available organizations
and texts. MCO promotion of caregiver education
can utilize the information dissemination capabili-
ties of the organization with little extra cost to the
MCO itself. MCOs can disseminate educational
information and facilitate access through physician
offices, health plan hot lines, case managers, and
member newsletters. MCOs also can facilitate care-

givers’ self-referral to support care services such as
support groups, day care facilities, respite care facil-
ities, community agencies, county public health
nursing services, private home care services, the
Alzheimer Association, and others. Increasing the
availability and access to these educational and sup-
port measures for caregivers would be a significant
contribution of an MCO dementia care program.

Formal education of practicing physicians is
occurring already in the form of various continuing
medical education offerings from academic health
centers and the pharmaceutical industry. However,
the rates of diffusion of new knowledge and evolving
practice standards are extremely slow and ineffi-
cient. In the case of dementia, the disappearance of
terms like senility, hardening of the arteries, or
organic brain syndrome suggests that progress is
being made. Awareness about tacrine and donepezil
show that dissemination of specific treatment infor-
mation is occurring. However, with regard to accu-
rate diagnosis, prognosis, care management, and the
availability of community services, knowledge con-
tinues to be lacking among many practicing physi-
cians. MCOs can offer education through sponsor-
ship of educational seminars, reading materials,
audiotapes, videotapes, and practice workshops. In
addition, expert medical directors and geriatric case
managers can often educate physicians through
their involvement and assistance with care for spe-
cific patients with dementia.

Practice Guidelines and Quality Assurance
Efforts. Practice guidelines for the diagnosis and
management of dementia are an extension of edu-
cational interventions, but they have the potential
for influencing behavior more directly if adherence
to the guidelines can be tracked. Guidelines for dis-
eases that have identifiable positive or adverse out-
comes that arise as a result of adherence to or dis-
regard for optimal practice (as embodied in the
guidelines) are most likely to succeed. In dementia
care, appropriate and timely nursing home place-
ment is one such readily identifiable outcome that
is a measurable indication of quality of care. As
described in part 1 of this article,8 potentially pre-
ventable psychiatric and medical comorbidities
that occur both in the early and late stages of the
disease also can be identified and tracked.
Monitoring adherence to clinical practice guide-
lines also may be useful in determining appropri-
ateness of referrals to specialists for diagnosis and
treatment and of the use of dementia-specific med-
ications. Guidelines for dementia care have already
been published.37-39
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Finally, quality improvement activities are crucial
to the continuous improvement and monitoring of
care. The accreditation standards of the National
Committee on Quality Assurance (NCQA) and the
HCFA Quality Improvement System for Managed
Care require that MCOs assess performance and pri-
oritize areas for clinical improvement for care of
patients with chronic diseases that are particularly
relevant to the elderly. Quality outcomes are also
important to MCOs for patient and provider satisfac-
tion and member retention. Assessment and
improvement of the care of the patient with demen-
tia fulfills these standards. As NCQA moves to mea-
surable outcomes improvement as an accreditation
requirement, opportunities will increase for measur-
ing the value of various programs to care for patients
with dementia. Specific outcomes for dementia that
could be tracked as measures of quality include rates
of use of diagnostic tests, mental status examina-
tions, and anti-ADRD drug treatments; and reduc-
tions in rates of medical comorbidities, nursing
home placement, and hospitalization. Clinical out-
comes such as improved functional health, better
quality of life, and reductions in caregiver stress are
also important in the evaluation of quality of care for
patients with dementia and dementia disease man-
agement programs.

. . . CONCLUSION . . .

In the near and long term, the number of individ-
uals with dementia in managed care can only be
expected to increase fairly dramatically. MCOs need
to recognize that dementia is a highly prevalent,
devastating, and costly chronic illness of the elderly
that affects both members and their caregivers.
Dementia is also an eminently manageable chronic
illness. Population-based MCO programs have great
potential to improve the quality and manage the
costs of care for individuals with dementia in man-
aged care systems.
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