
AN EFFECTIVE, EFFICIENT 

ELDER CARE PROGRAM 
Providence ElderPlace Focuses 
On Maintaining the Continuum of Care 

S
ince 1987 Providence 
ElderPlace, Portland, OR, 
has offered elderly persons 
an alternative to nursing 
home care, allowing them 

to remain as healthy and indepen­
dent as possible. The program is a 
type of integrated delivery network 
(IDN), offering comprehensive ben­
efits and coordinating the deliver)' of 
healthcare services in a specific geo­
graphic market. (For more about 
I D N s , see Philip J. Karst, " I D N 
Development: Issues to Resolve," 
Health Progress, March 1993, pp. 24-25, 31.) 

Providence ElderPlace is based on the Program 
for All-inclusive Care for the Elderly (PACE), a 
model of a long-term care health maintenance 
organization (HMO) of the future. The goal of 
PACE, developed 20 years ago by On Lok 
Health Services of San Francisco, is to help frail 
elderly persons remain in their homes as long as 
possible. "On Lok" is Chinese for "abode of 
peace and happiness." 

Current government policies and reimburse­
ment mechanisms favor acute and skilled nursing 
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facility placement with little choice 
for those seeking less expensive, 
community-based services. PACE, 
On Lok's model of care, offers an 
innovative way to deliver effective, 
cost-efficient healthcare to the frail 
elderly. This cost-saving delivery sys­
tem is financed through an integral 
ed funding pool of Medicare , 
Medicaid, and private fees. As a capi­
tated program, PACE is much like 
the proposed Oregon Basic Health 
Services Act, focusing on prevention 
and wellness and caring for persons 

in the least restrictive place. 

ElderPlace is sponsored by Providence Medical 
Center, Portland, OR, one of five not-for-profit 
hospitals operating through federal waivers guid­
ed by On Lok protocols, which create the flexi­
bility critical for successfully merging acute and 
long-term care. 

Providence ElderPlace was initiated after a 
study g roup of Providence Medical Center 
administrators and physicians visited On Lok. A 
feasibility study was completed with On Lok's 
assistance, and the study group supported mov-
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prehensive benefits and coordinating the delivery 
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Services of San Francisco. PACE helps frail elderly 
persons remain in their homes as long as possible. 
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To be eligible for PACE, an individual must be in 
need of nursing home care but able to live in the 
community, with support. Providence ElderPlace 
provides all healthcare, community-based, and 
long-term care support services from an adult day 
healthcare setting. Participants usually attend the 
day center three times a week. When participants 
are not at the center, a team of workers visit their 
homes to observe participants and provide person­
al and chore support services. 
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ing ahead with the project. 
The Providence Foundation matched seed 

funding from the Rober t Wood Johnson 
Foundation and the Meyer Trust to develop the 
site buildings and provide start-up development 
costs. The foundation has continued to support 
the program for specific needs, including support 
for a chaplain. 

RISK-BASED MODEL 
Providence ElderPlace offers its participants a 
comprehensive package of services through a capi­
tated system. Medicare pays Providence ElderPlace 
a set rate per member per month based on a vari­
ant of the Adjusted Average Per Capita Cost 
(AAPCC). The AAPCC methodology was devel­
oped for the federal 1982 Tax Equity and Fiscal 
Responsibility Act (TEFRA) to reimburse risk-
based HMOs. TEFRA HMOs have standardized 
per capita reimbursement based on demographic 
cost factors (age, sex, welfare status, and institu­
tional status). The On Lok Program, on the other 
hand, "uses a single, higher Medicare cost adjuster 
that more accurately reflects the population's 
frailty and utilization experience" (see Marie-
Louise Ansak, "The O n Lok Mode l : Con­
solidating Care and Finance," Generations, Spring 
1990, pp. 73-74). 

The reimbursement rate includes a Medicaid 
component from each site's state, usually based 
on a comparison of the cost of its long-term care 
system. In Oregon the cost of the PACE model is 
compared with that of assisted living. A monthly 
rate for each member from Medicaid includes 
costs for nursing home care when someone leaves 
assisted living, a service not included in assisted-
living reimbursement.On Lok has developed 
opera t iona l guidel ines that are a part of 
EldcrPlacc ' s con t rac t s with Medicare and 
Medicaid. ElderPlace is preparing for its first 

ELDERPLACE'S CONTINUUM OF CARE 
A nursing home referred 76-year-old "Mary" to ElderPlace after she had 
had a stroke. When she first enrolled, Mary received medical care from 
the program's geriatrician and rehabilitation (four times a week) from 
the staff physical and occupational therapists. 

ElderPlace helped Mary transfer from the nursing home to an adult 
foster care home. Because she had become depressed during her 
recovery, Mary joined an ElderPlace therapy group, which she continues 
to attend. Now mobile in a wheelchair, Mary helps other ElderPlace par­
ticipants as a volunteer peer counselor. She also heads the ElderPlace 
welcoming committee for new participants. 

mock survey using these guidelines. The staff 
hopes the Health Care Financing Administration 
will use these standards for ElderPlace's future 
regulat ions.Because it is in its final year of 
demonstration, ElderPlace continues to negotiate 
in good faith to increase its Medicaid rate. The 
program's costs per person per month are more 
than $200 over its rate. ElderPlace staff anticipate 
a $100 pcr-pcrson-per-month rate increase. 

How ELDERPLACE USES THE PACE MODEL 
Participants The main goal of the PACE model is 
to help frail elderly persons remain independent 
in their homes as long as possible. To be eligible 
for PACE, an individual must be in need of nurs­
ing home care but able to live in the community, 
with support. The definition of eligibility for 
nursing home care varies by state. In Oregon, 
Medicaid defines eligibility. A person is eligible if 
he or she is over 55 years old and needs assistance 
with three or more activities of daily living. More 
than 68 percent of the 300 ElderPlace partici­
pants are cognitively impaired. Participants' aver­
age age is 79. 

Providence ElderPlace staff act as care man­
agers. For income and enrollment eligibility, 
potential participants—both private pay and pub­
lic funded—are evaluated through a state-devel­
oped functional assessment administered by a 
public case manager, an employee of the local 
Area Agency on Aging. 

Only 7 percent of ElderPlace participants are 
private pay. These persons have family members 
involved in their cases. ElderPlace staff find that 
the cost of care for these private-pay participants 
is higher because, for example, family members 
prefer foster care to home care and nursing home 
care to foster care. 
Services Resources integrated in the PACE 
model include all physician services, preventive 
care, prescriptions, inpatient and outpatient ser­
vices, therapies, home care, social services, trans­
portation, nutrition, respite, hospice, and long-
term care services. Providence also has two day 
healthcare centers. These offer more medical 
staff, services, and rehabilitation than a day-care 
center, which is more of a social model. In most 
states, Medicaid only reimburses day healthcare. 

Providence ElderPlace is allowed to provide, 
create, or purchase any needed service not guided 
by traditional Medicare or Medicaid regulations. 
ElderPlace is responsible for efficiently control­
ling costs and effectively managing the limited 
resources available. 

Providence ElderPlace purchases many support 
services from Providence Medical Center, includ-
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ing payroll and accounting, purchasing, manage­
ment information systems, community relations, 
security, and mail services. ElderPIace also pur­
chases many care services from the Sisters of 
Providence Corporations, including hospital, 
pharmacy, and laboratory services. The costs of 
these services must be competitive to make the 
risk-based model work. 

From two adul t day heal thcare se t t ings , 
Providence ElderPIace provides all healthcare, 
community-based, and long-term care support 
services. Providence ElderPIace manages these 
centers, which are the core of its program. By 
having participants attend a day center at least 
three times a week, more than 50 center-based 
staff have the opportunity to observe participant's 
health status. Even the drivers who transport par­
ticipants between the day centers and their homes 
have been trained to look for difficulties. If the 
driver spots a problem en route to the center, he 
or she informs the aide welcoming the partici­
pant, and the participant is immediately taken 
into the clinic to see a nurse or doctor. 

When participants are not at the center, a team 
of workers visit their homes to observe them and 
provide personal and chore support services. The 
constant observation and preventive services for 
the participants, as well as the training and sup­
port for the family care giver, reduce hospital and 
nursing home utilization. 

The medical cen ter cont inues t o suppor t 
ElderPIace by joining with the program to devel­
op critically needed housing services. Because 
ElderPIace was unable to negotiate cost-effective 
rates for foster care, ElderPIace and Providence 
xVledical Center will develop 40 Department of 
Housing and Urban Development supportive 
housing units, 30 single-room units, and foster 
care homes staffed by ElderPIace home care staff. 
This will reduce housing and care costs and 
increase home and day healthcare services. 

MULTIDISCIPLINARY TEAM 
The multidisciplinary Providence ElderPIace team 
does not manage dollar by dollar but rather 
through care management. Each morning the 
team of physicians, nurses, social workers, thera­
pists, healthcare aides, activity coordinators, and 
home care and driver representatives meet to 
identify critical issues that need to be dealt with 
that day, or to solve problems physicians or 
administrators on-call identified the night before. 
Each participant's care plan is formally reevaluat­
ed quar ter ly for appropr ia teness , a l though 
changes in care often occur between quarters. 

Program administrators monitor utilization. 

When costs in one program area exceed budget, 
program administrators analyze the cause and, if 
necessary, establish task forces to rectify the prob­
lem. These task forces include direct service staff, 
advisory council members, and administrators. 
ElderPIace has conducted studies on transporta­
tion, pharmacy, and supplies and made recom­
mendations for improving cost efficiencies. Care 
decisions are not based on individual care costs. 

COST: STILL A BARRIER 
At this time, a person purchasing PACE services 
privately is responsible for paying the long-term 
care portion. In Oregon, Providence EdlerPlace's 
Medicare rate is S 1,349, which is less than half 
the cost of purchasing nursing home care private­
ly (S3,000), but still a large expense for most 
individuals or families. 

Until they need long-term care services, most 
people are unaware that Medicare does not cover 
long- te rm and chronic care. Providence 
ElderPIace and its sister o r g a n i z a t i o n s -
Providence Senior Care (the medical center 's 
senior membership club and care management 
programs), the Good Health Plans (the system's 
TEFRA H M O ) , and regional home care pro­
grams—are cooperatively investigating offering a 
long-term care insurance plan that will support 
community-based long-term care benefits for 
persons who must purchase these critical services 
privately. 

W H Y PACE WORKS 
PACE works because it is a participant-centered 
care management service. It is not a system that 
has been developed to support existing healthcare 
systems. The model offers autonomy and author­
ity to the provider, who also acts as the insurer. 
The provider creates or purchases whatever ser­
vices are needed to ensure a full continuum of 
services. Once a participant has enrolled, access 
to services is easy; payment for services is uncom­
plicated and straightforward. 

Families find great support from PACE. It 
meets their goal of keeping their families together 
as long as possible. In-home nurses, nutritionists, 
and therapists provide support and guidance 
regarding the care of elderly family members. 
Respite care helps family care givers stay strong as 
long as possible. 

PACE is a single-access service providing com­
prehensive care to enrolled members for the rest 
of their lives. It enables individuals and their fami­
lies to receive the best geriatric care available. 
PACE is a critical model of the future that sup­
ports the changing healthcare system of today. • 
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