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What is the Medicare Direct Contracting (DC) Program?

DC is a pilot program that aims to enroll every Traditional Medicare beneficiary into a third-party “Direct Contracting 
Entity” (DCE). Instead of paying doctors and hospitals directly for care, Medicare gives DCEs a monthly payment to 
cover a defined portion of each seniors’ medical expenses, allowing DCEs to keep as profit what they don’t pay for in 
care. Virtually any type of company can apply to be a DCE, including commercial insurers, venture capital investors, 
and even dialysis centers. Applicants are approved by CMS without input from Congress.

How do DCEs make money?

First, because Medicare pays DCEs more money for sicker pa-
tients, DCEs have a strong incentive to engage in a type of fraud 
called “upcoding,”  meaning they exaggerate — or falsify — se-
niors’ diagnoses. Second, DCEs are allowed to keep as profit and 
overhead what they don’t pay for in health services, a dangerous 
financial incentive to restrict seniors’ care. Former CMS Admin-
istrator Dr. Don Berwick and former CMS Innovation Center 
director Dr. Rick Gilfillan estimate that DCEs may spend as lit-
tle as 60% of Medicare payments on patient care, keeping 40% 
as overhead and profit.
 

How are Medicare beneficiaries enrolled in DCEs?

Seniors in Traditional Medicare may be “auto-aligned” if their primary care physician is affiliated with that DCE. CMS 
automatically searches two years of seniors’ claims history — without their consent or knowledge — to find any visits with 
a participating DCE provider as the basis for aligning them with that DCE.
 

Why haven’t I heard about DCEs?

Most doctors, seniors, and even members of Congress have not heard of the DC program for a good reason. It was created 
during the Trump Administration by the CMS “Innovation Center,” whose mission is to test and implement health pay-
ment models without Congressional approval.

What happens next?

The DC “pilot phase” includes 53 DCEs in 38 states, potentially covering 30 million of the 36 million Traditional Medicare 
beneficiaries. If left unchecked, DCEs could essentially privatize Traditional Medicare within the next few years. A new 
grassroots movement has formed to stop DCEs. Thousands of doctors and other advocates have signed a petition demand-
ing that Secretary of Health and Human Services Xavier Becerra halt the DC program, provide real oversight of CMS’ 
Innovation Center, and protect Medicare for future generations. 
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The Center for Medicare and Medicaid Services 
“Innovation Center” recently announced that  
by 2030, they will move all Traditional Medicare  
enrollees into a “care relationship” with a 3rd 
party middleman, without seniors’ knowledge  
or consent, and without Congressional oversight.

https://innovation.cms.gov/media/document/gpdc-model-general-faqs
https://www.healthaffairs.org/doi/full/10.1377/hlthaff.2016.0768
https://www.healthaffairs.org/do/10.1377/hblog20210928.795755/full/
https://innovation.cms.gov/media/document/dc-financial-op-guide-overview
https://innovation.cms.gov/
https://innovation.cms.gov/media/document/gpdc-model-participant-announcement
https://www.healthaffairs.org/do/10.1377/hblog20210928.795755/full/
https://www.youtube.com/watch?v=9gnbqtsr9Pc
https://www.youtube.com/redirect?event=video_description&redir_token=QUFFLUhqbVNiVzdfZ3RuM2JlVzRaQkVvU1lVRWFidlMtZ3xBQ3Jtc0ttdm83WXJTdmpneElfbU9pUXpkb01qallnaFRqYnFYaUQ1Nlo2RTB1MWRLVnljQlZpV0hERXZRdTVDOUFBOGtBMkdQMVJFdHNtWWRzTUVsVGNOS3hDdUVGYUxrbklxcDJWS0pjbmY1NDdfekZpMTZ4OA&q=https%3A%2F%2Fpnhp.org%2FDCEPetition
https://innovation.cms.gov/
https://innovation.cms.gov/media/document/cmmi-strategy-webinar-slides

