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IN TERMS OF COST, ALZHEIMER’S DIS-
EASE (AD) is the third leading cause of illness in the
United States.1 The prevalence of AD is predicted to
increase from 4 million patients in 2000 to 14.3 mil-
lion in 2050 (Exhibit 1).2 The costs and burden on
society are going to increase dramatically with the
increasing prevalence.

One source of excessive cost in the early stages of
this disease is a general failure to diagnose cognitive
impairment early. Because of delayed diagnosis,AD is
not diagnosed in the mild stage when it is probably
most treatable.This results in increased costs of diag-
nosis, functional impairment and accidents, poor
control of medical comorbidities, and caregiver bur-
den. Increasing medication costs through the use of
cognitive enhancers, psychotropics, and antidepres-
sants are another reason AD is a costly disease. In the
later stages, the main costs are related to institution-
alization and hospitalization.

There are several barriers to early diagnosis of this
disease. There is fear of reporting and denial by the
patient and caregivers.This results in a two-year delay
in diagnosis, which may result in missing the window
of treating those patients who have early disease.
Another barrier is the lack of physicians with train-
ing in geriatrics and treatment of dementia.A lack of
physician expertise in brief psychometrics leads to

the failure to recognize early AD in a significant
number of cases. Other barriers are the time required
to diagnosis the disease and the lack of adequate
reimbursement for this process.There also are myths
that the diagnosis can only be made upon death and
that once diagnosed, nothing can be done.

In general, the severity of AD is denoted on a mild,
moderate, and severe scale.These stages are based on
an objective cognitive assessment such as the Folstein
mini-mental status exam (MMSE). Mild is generally
considered a 20 to 25 score out of 30 total.Although
the MMSE is not the most sensitive exam in terms of
diagnosing a dementia, it is very useful for tracking
the progression of the disease.A score between 10 and
20 is generally considered moderate; less than 10 is
considered severe. Disease severity impacts costs—the
more severe the disease, the more costly (Exhibit 2).3

The main goal in treating AD is to maintain a level
of function that allows some independent living.
Generally, once a patient scores below 15 on a
MMSE and has difficulties with activities of daily liv-
ing like dressing and grooming, institutionalization
occurs. Maintaining the highest level of function
possible tends to prevent the adverse outcomes of
this disease—falls, infections, and exacerbations of
other chronic illnesses that increase costs.

A number of studies have demonstrated that patients
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Summary
There are some strategies that managed care organizations may want to imple-

ment that can help address both the inadequacies in care and the cost challenges
of Alzheimer’s disease. Medications can play a significant role in reducing overall
costs of Alzheimer’s care.

Key Points
• Early diagnosis and treatment of Alzheimer’s may result in cost savings.
• Preserving cognitive function and reducing behavior issues are the primary rea-
sons for medication use.
• Use of cholinesterase inhibitors in mild to moderate Alzheimer’s disease has
been shown to result in overall cost savings.
• There are many opportunities for managed care organizations to improve care
of patients with Alzheimer’s disease.
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with dementia have higher utilization of most health
care services and have higher health care costs.Most of
the increased costs are related to home care, skilled
nursing facilities, and hospitals (Exhibit 3).4

Not only are the direct treatments of Alzheimer’s
more costly, but when treatment of co-morbidities is
added, the costs increase significantly (Exhibit 4).5

The same population of patients who have AD also
have heart failure, diabetes, and chronic lung disease.
It is harder to manage those illnesses in patients with
dementia because of their difficulties in adhering to
lifestyle and medication regimens.

Unfortunately, the evidence to date indicates most
managed care organizations have not targeted
Alzheimer’s disease or other dementias for disease
management programs or any kind of organized
approach to management.This is most likely because
primarily, Medicaid covers the costs for many of
these patients, especially once institutionalized.
Before the end stages, patients do accumulate medi-
cal costs from hospitalizations, office visits, and med-
ications for which the managed care organization
would be responsible.Alzheimer’s disease may not be
identified as a cost driver for many managed care

Exhibit 1: AD Prevalence Will Triple By 2050
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Exhibit 2: Impact of Alzheimer’s Disease Severity on Costs
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organizations because of flaws in the coding and
reimbursement systems which lead practitioners to
code visits for dementia patients under higher paying
codes such as diabetes, hypertension, or heart failure
which the patient may also have.

There are opportunities for managed care to begin
targeting the cost of AD care. Slowing or preventing
the decline in cognitive function may save costs (see
Exhibit 5).6 From a study by Ernst and colleagues,
prevention of a 2-point decline in the score of a
moderately to severely demented home-dwelling
patients with a MMSE score of 7 at baseline would

save about $3700 annually, and a 2-point increase in
an MMSE score, rather than a 2-point decline, would
save about $7100.6

Cholinesterase inhibiters are used in AD to attempt
to preserve cognition and function, and avoid behav-
ioral complications of the disease. The three
cholinesterase inhibiters, donepezil (Aricept®), galan-
tamine (Razadyne®), and rivastigmine (Exelon®), are
approved for use in mild to moderate AD and are
similar in efficacy. Exhibit 6 outlines some benefits of
pharmacologic therapy.

An economic study of donepezil examined the

Exhibit 3: Dementia Significantly Increases Utilizations of Most Services in Community-Dwelling Elderly
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Exhibit 4: Excess Costs Due to Failure to Diagnose and Treat Early Alzheimer’s Disease

M
ed

ia
n 

A
nn

ua
l C

o
st

s—
19

95
 ($

)

1,800

1,600

1,400

1,200

1,000

800

600

400

200

0

1                                               2                                                3

Number of Comorbidities

Prodromal AD
Prevalent AD
No AD



www.namcp.org    | Vol. 10, No. 4    | Journal of Managed Care Medicine       11

medical costs of 70 AD patients for one year before
and one year after starting this agent.7 Although
medication costs increased significantly, overall costs
decreased dramatically. In this study, the most cost
effective use was in those patients who stayed on the
medication for two years or more. Starting the med-
ication early, when the patient has mild illness, results
in the biggest cost savings. Starting medications once
patients have progressed to a moderate or severe stage
usually does not have as significant an impact. Two
other economic studies have shown that persistent
donezepril use results in reductions in overall costs.8,9

Caregiver burden from AD is estimated to cost
U.S. businesses $30 to 60 billion per year.10 Excessive
caregiver burden is a risk factor for hospitalization
and institutionalization of the patient, and results in
increased costs. From a societal standpoint, if medica-

tions can relieve the burden on caregivers, costs of
managing this illness will be reduced. In one study,
caregivers of patients on donepezil had significantly
lower levels of difficulty in providing care and fewer
costs.11 In another study, galantamine significantly
reduced the amount of time spent by caregivers
assisting patients with activities of daily living.12

Another beneficial aspect of cholinesterase
inhibitors is their ability to impact the behavioral
problems of Alzheimer’s disease. As Alzheimer’s dis-
ease progresses, patients start to experience significant
psychiatric problems. The most troubling to care-
givers are hallucinations, delusions, paranoia, and
inappropriate sexual behavior.The traditional way to
manage these problems has been either psychothera-
py or behavioral therapy, which is very labor intensive
and difficult to implement outside of an institutional

Exhibit 5: Cost savings as a Result of Preventing Cognitive Decline
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Exhibit 6: Anti-Dementia Therapy: 
Domains of Efficacy and Effectiveness
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setting. Antipsychotic agents such as haloperidol and
newer generation agents also have been frequently
used, but these agents have significant adverse effects
with long-term use. None of the antipsychotic agents
have an FDA indication for the management of
behavioral problems in dementia. Additionally, the
newer antipsychotic agents appear to increase mortal-
ity when used over a long period of time in this
patient population.At least one study has demonstrat-
ed that rivastigmine reduces behavior problems such
as agitation, anxiety, and disinhibition.13

The biggest potential cost and quality benefit of
cholinesterase inhibitors is a delay in skilled nursing
facility placement. Some studies have shown signifi-
cant delays in the institutionalization of patients tak-
ing cholinesterase inhibiters versus those not taking
these agents (Exhibit 7).14

Currently, there is only one agent, memantine
(Namenda®), that is FDA approved for moderate to

severe AD. This agent works differently than the
cholinesterase inhibiters. In a short term, pharma-
coeconomics study, those patients who were treated
with memantine had reductions in their overall med-
ical and caregiver costs.15

A disease management approach to dementia
would be beneficial for a managed care organization
because Alzheimer’s disease results in significant total
costs of care at the middle and late stages, affects a
rapidly growing population, and causes a high rate of
preventable complications.16,17 Preventable complica-
tions include falls, infections, aspiration, and issues
with urinary incontinence.Alzheimer’s disease is also
an appropriate target for disease management pro-
grams because there are issues with appropriate cod-
ing, treatment is relatively easy but there is wide
practice variation, and there is a high rate of patient
nonadherence, which can be altered by education.16,17

Additionally, a high rate of referrals for specialty con-
sultation occurs because many primary care
providers feel inadequate about caring for these
patients.16,17 Appropriately educated primary care
doctors, without a lot of specialty consultation, can
provide much of the care for these patients.
Consensus for defining quality care, practice guide-
lines, and dementia specific outcome measures are
also possible with this disease. Lastly, there are oppor-
tunities for better coordination of community ser-
vices, particularly those not covered by Medicare.

There are many opportunities to improve the care
of Alzheimer’s disease patients within the managed

Exhibit 7: Donepezil Use Delays Nursing Home Placement
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Exhibit 8: Opportunities to Improve 
Alzheimer’s Disease Quality of Care
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• Enhance coordination of care

• Improve management of comorbidities and complications

• Caregiver education and support

• Counseling on prevention



www.namcp.org    | Vol. 10, No. 4    | Journal of Managed Care Medicine       13

care environment (Exhibit 8).17 Early diagnosis
through office based population screening, and
improved diagnostic assessment would help improve
care. Incentives and education for primary care
providers to identify and manage these patients
would shift away from the significant use of neurol-
ogists for management. Improved practice guidelines
for medication management, more community
resources, and a more global approach to case man-
agement in this population would all improve the
overall management of this disease. Validated mea-
sures of quality are needed. More educational
resources need to be available and widely used.
Efficient use of adult day care, long term care, and
end of life care is needed.

Dementia care management has been shown to
produce positive outcomes. Patients and caregivers
receiving care consultation, education, and counseling
had fewer emergency room visits and hospitaliza-
tions.18,19 In another example, telephonic care man-
agement counseling for AD caregivers delayed time
to nursing home placement by almost one year.20

Conclusion
Emerging pharmacotherapy data indicates poten-

tial savings in health care costs associated with early
intervention and treatment, and the potential cost
effectiveness of cholinesterase inhibitors. Managed
care organizations have a greater opportunity to
implement a disease management model for
Alzheimer’s disease than other health care delivery
systems. JMCM
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