
 

 

LEVERAGING SECTION 1115 DEMONSTRATIONS TO DRIVE 
EQUITY IN MEDICAID 
 
Medicaid provides coverage for more than 85 million adults and children,1 including access to 
primary and specialty care and socioeconomic programs while allowing flexibility to tailor 
support to local needs and state policy priorities. Due to Medicaid’s historic role as an insurer 
for those who face social and financial barriers to care, promoting health equity is both a 
fundamental purpose of the program and a task Medicaid is uniquely positioned to pursue. 
 
The Centers for Disease Control and Prevention (CDC) defines health equity as a state in which 
“all members of society enjoy a fair and just opportunity to be as healthy as possible.”2 Essential 
hospitals understand factors driving health equity go beyond the delivery of hospital care and 
depend largely on the needs of a hospital’s patient population and community. Essential 
hospitals partner both with states on social determinants of health (SDOH) initiatives and with 
local public health departments to improve population health while training the next generation 
of health care workers.3 Given these efforts and the higher proportion of Medicaid beneficiaries 
and uninsured patients they serve, essential hospitals are well positioned to address health 
equity among their patient populations. 
 
Last fall, leadership at the Centers for Medicare & Medicaid Services (CMS) discussed a 
strategic vision for Medicaid and, among other priorities, developed a set of Section 1115 waiver 
principles to support equity in federal Medicaid policies.4 These principles include: 
 

• enhanced or expanded coverage for Medicaid beneficiaries and uninsured individuals; 
• improved access to care for Medicaid beneficiaries and uninsured individuals; 
• improved quality and equity and reduced health disparities; 
• a strong, sustainable health safety net; 
• value-based care delivery and payment innovation that improves quality, equity, and 

whole-person care; and 
• increased access to home- and community-based services, substance use disorder 

services, and mental health services. 
 
Under Section 1115 of the Social Security Act (SSA), the Department of Health and Human 
Services (HHS) secretary has the authority to approve experimental, pilot, and demonstration 
projects in the Medicaid program, making Section 1115 waivers a potentially useful tool to 
promote equity. For example, waiver authority has long enabled CMS to approve waivers that 
expand health care coverage and access to individuals with low incomes and significant care 
needs. These waivers also have contributed to permanent policy changes in statute, such as 
waivers that offered coverage to nondisabled, childless adults before passage of the Affordable 
Care Act (ACA) adult Medicaid coverage expansion. With CMS’ renewed commitment to 
promoting health equity, the agency should prioritize equity in waiver policy, both as a 
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mechanism to develop and implement equity-promoting policies that reduce disparities over 
time and as a routine component in approval and evaluation processes. 
 

Policy Recommendations 
 

Approve Equity-Targeted Section 1115 Waivers  
CMS should continue to encourage and approve waiver programs that promote health equity 
for beneficiaries by expanding coverage, establishing SDOH incentive payments, and investing 
in the health care workforce, thereby increasing meaningful, culturally appropriate access for 
diverse populations. 
 
TARGETED COVERAGE EXPANSIONS 
States can use Section 1115 waivers to authorize federal matching for costs not otherwise 
matchable under the SSA. This allows CMS, through waiver approval, to cover populations, 
services, and providers that otherwise would not be covered. Targeted coverage expansion 
supports equity by directing resources toward populations most in need of care that is culturally 
appropriate and meets their social needs. Targeted coverage expansion can be achieved in the 
following ways. 
 
Expand coverage Waivers expanding the set of covered services can encompass both health 
care services not typically covered by Medicaid and non–health care services with significant 
impacts on SDOH. For example, Rhode Island’s 1115 waiver authorizes managed care 
organizations to cover and be reimbursed for nutrition services, health education, tobacco 
cessation services, window replacement for lead-poisoned children, and alternative medicine 
services for chronic pain.5 North Carolina’s 1115 waiver includes a pilot program through which 
prepaid health plans deliver an expanded set of evidence-based services to targeted individuals 
to address needs related to food, transportation, housing support, and interpersonal safety.6,7 
CMS should continue to encourage and approve waivers to expand access to services that have 
significant impacts on health equity. 
 
Expand eligibility Section 1115 waivers also have been used to pioneer coverage expansion to 
new populations of enrollees, including what is now the ACA’s new adult group. This authority 
has been used less frequently since the implementation of the ACA, but opportunities remain. 
For example, although the American Rescue Plan Act provides a state option for 12 months of 
postpartum coverage, beginning in April 2022, several states already have extended this 
coverage through waivers. Currently, several states are expanding to justice-involved 
individuals, including California’s current request for authority to provide services 90 days 
before release from incarceration to ensure continuity of care; and Oregon’s recent request for 
justice-involved populations, as well as individuals transitioning from the state hospital or 
other inpatient psychiatric facility.8 California also has obtained approval to extend eligibility 
for certain groups of immigrants who are otherwise ineligible, due to immigration status. CMS 
and states should work together to continue to identify populations that would benefit from 
targeted eligibility expansions. 
 
Whole systems of care Several states have used Section 1115 waivers to develop systems of 
care that can integrate the medical services provided by traditional Medicaid providers with a 
broader variety of services offered by community-based providers to deliver “whole person 
care.” The whole person care model considers interconnected biological, behavioral, social, and 
environmental factors that impact health and aims to integrate physical health, behavioral 
health, and social services to meet the needs of the whole person rather than addressing 
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individual health conditions in isolation.9 Such systems of care include Coordinated Care 
Organizations, in Oregon;10 Accountable Communities of Health, in Washington;11 and Whole 
Person Care Pilots, in California.12 CMS should support states working to develop systems that 
deliver whole person care through Section 1115 waivers. 
 
Nontraditional workforce Section 1115 waivers also can be used to expand access to 
services delivered by nontraditional health care providers. For example, Oregon’s 1115 waiver 
has long allowed the state to cover the services of nontraditional providers, including “health 
resilience specialists” and peer support specialists, who assist beneficiaries in addressing 
nonmedical factors that impact their health through coordinated care organizations.13,14 In 
addition, the state covers chemical dependency services without the need for a referral from a 
licensed practitioner.15 California is seeking authority to use traditional healers and natural 
helpers to provide culturally appropriate substance use disorder treatment services to American 
Indians and Alaska Natives.16,17 CMS should continue to encourage the development of waiver 
programs that expand access to nontraditional services and providers to promote health equity. 
 
SDOH INCENTIVE PAYMENT PROGRAMS 
CMS has previously leveraged Section 1115 authorities to advance a range of incentive payments 
for providers to support particular policy goals, from value-based payments to the large 
Delivery System Reform Incentive Payment (DSRIP) programs. These incentive payment 
models, and the lessons learned from them, can be leveraged to shape incentive programs 
targeted at improving health equity. Several states now use Section 1115 waivers to implement 
equity-focused incentive programs. North Carolina’s waiver-based program explicitly includes 
incentive payments as a part of a pilot program designed to address SDOH. Further, CMS 
recently expanded the use of 1115 demonstrations to address equity issues through California’s 
waiver renewal request, which seeks to meet health-related social needs of the state's Medicaid 
beneficiaries partly through value-based incentives for designated public hospitals.18 Services 
addressing SDOH are critical to moving the needle on equity and should be supported through 
these incentive payment models. The following strategies can position incentive programs for 
success. 
 
Ensuring new support for providers A critical lesson from prior CMS-approved incentive 
programs is the importance of new, additive funding support for significant new initiatives. 
While some portion of the funding of prior initiatives, such as DSRIP programs, replaced 
operational funding previously provided through terminated supplemental payments, a 
significant portion of the programs involved new support. Because those programs involved 
payments to incentivize certain activities and not payments for services, they did not merely 
offset other Medicaid payments. This enabled providers to make new investments in care 
delivery. CMS should adopt that aspect of prior incentive programs to support meaningful new 
investments in addressing inequities. 
 
Support for fundamental capacity-building Prior incentive programs explicitly 
acknowledged that investment in planning and capacity-building is critical to achieving 
meaningful change. Such investment will be crucial to the success of equity-related programs. 
Equity incentive programs can encourage states and providers to work together to identify 
capacity gaps and then invest in activities to build that capacity in areas such as data use and 
management, care coordination, and system redesign. As learned from previous models, 
providers are at varying levels of readiness to engage in activities to transform care toward a 
particular goal, and this will be particularly true in programs that incentivize collaboration with 
other community service providers to address equity.19 To adequately implement and support 
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sustainability of equity-related programs, CMS should invest in capacity-building activities 
through Section 1115 waivers. 
 
Develop, collect, and report SDOH data There is significant work to be done on how to 
collect relevant and consistent data, identify and define inequities, and define metrics to 
evaluate the impact of SDOH-focused interventions. Incentive payment programs through 
Section 1115 demonstration authorities can support states and providers by increasing their 
capacity to engage in this work, to collaborate across stakeholders, and ultimately to develop 
standardized SDOH data collection metrics. For example, incentive programs could support 
CMS’ efforts to implement standardized collection of SDOH data by rewarding providers that 
improve the use of Z codes, the subset of ICD-10-CM codes intended to capture factors that 
influence health status and contact with health services. CMS also could support states in 
developing evidence-based metrics focused on the most relevant local determinants. 
Washington’s Accountable Communities of Health program, made possible through Section 
1115 authority, evaluates performance based partly on measures of arrests, homelessness, and 
employment. Oregon’s recent waiver proposal would combine use of national quality and access 
measures for downstream health with a new set of equity-driven performance metrics for 
upstream health factors to drive toward more equitable outcomes. 
 
CMS must make adequate resources available to states, such as guidance and technical 
assistance, and facilitate provider capacity-building. This includes financing for data sharing 
and collaboration improvements between hospital systems and local social service providers, 
collection and analysis of sociodemographic data, and screening of patients for socioeconomic 
barriers. 
 
WAIVER-BASED WORKFORCE PROGRAMS TO INCENTIVIZE AND SUPPORT EQUITY 
The composition, distribution, and training of the health care workforce influences health 
equity and outcomes. Today, Black, Latino, and Native Americans are significantly 
underrepresented in the health care workforce.20 Challenges finding a health professional 
similar to a patient’s race and ethnicity can negatively impact their experience and 
outcomes.21,22 In addition, the impacts of the overall provider shortage in this country can be 
even greater for underserved populations, including people of color. Exacerbating the problem, 
providers serving Medicaid beneficiaries and the uninsured face high turnover rates and 
struggle to compete for staff with more financially stable systems serving less medically 
complex patients. 
 
State Medicaid programs have a direct stake in addressing these workforce challenges and 
disparities. Without a strong workforce supporting meaningful access, Medicaid programs will 
be unable to fulfill their fundamental purpose of furnishing medical assistance to individuals 
who are unable to afford medical services.23 Thus, workforce initiatives are squarely within the 
types of activities CMS can and should undertake through 1115 demonstration authority. With 
the flexibility available under Section 1115 waivers, the Medicaid program can implement 
workforce initiatives, such as those below, to develop and sustain a diverse, inclusive, and 
cohesive health care workforce that reflects the country’s multicultural communities and 
address health disparities, as well as ensure quality and patient safety. 
 
Invest in workforce initiatives CMS should use 1115 authorities to drive workforce 
investments beyond the scope of traditional graduate medical education payment programs and 
existing limitations. Specifically, CMS could approve bonus payment or incentive payment pool 
models, like the SDOH models described above, with a particular focus on incentivizing medical 
schools, medical professional training programs, and their clinical training partners to engage 
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in workforce investments likely to improve equity. CMS could design the waiver-based funding 
as nonservice payments that do not offset other Medicaid operational support and that can 
cover the full, unreimbursed workforce costs incurred, enabling transformational investments 
that otherwise would be out of reach. 
 
Workforce initiative design Workforce incentive programs should be designed to 
encourage medical schools and providers to take on a variety of critical activities to address 
inequities, including those outlined below and other activities tailored to address gaps 
identified through state or local studies of the health care workforce landscape. For example, 
schools and providers could earn support for: 
 

• creating or expanding training for nurses, allied health, and nontraditional providers to 
increase access for the underserved;  

• initiatives to increase the diversity of the health care workforce, both in hiring and the 
training pipeline; 

• training programs for students through continuing education, to support the existing 
workforce to serve patients in a culturally sensitive way; and, 

• programs to enable competitive recruiting, retention, salaries, and benefits and hiring 
of additional staff in areas of need to avoid further inequities in access for patients 
experiencing social and financial barriers to care. 

 

Integrate Equity in All Waiver Programming 
CMS has committed to considering health equity as a component of every policy decision the 
agency makes.24 This means making equity a routine part of Section 1115 waiver applications, 
renewals, and evaluations, as well as prioritizing data collection that can reliably inform every 
step of this policymaking process in the following areas. 
 
Waiver design and evaluation An equity lens should be incorporated throughout the 
waiver process, from design to final evaluation. Waiver applications and renewals should be 
required to assess potential impacts on health equity. Additionally, CMS-required application 
information about changes in eligibility, benefits, and cost-sharing should be analyzed for 
disparate impacts on groups experiencing health disparities. The objectives and goals of waiver 
programs also should have an equity component; resulting evaluations should include analysis 
for impacts on disparities, as well as data collection and reporting stratified by relevant 
demographic metrics. CMS must apply an equity lens to Section 1115 waiver design and 
evaluation. 
 
Creating capacity for evaluation of equity Waivers can be developed and deployed with 
an eye to advancing and evaluating equity. Historically, the experimental principles of Section 
1115 have allowed waiver programs to serve as an opportunity to incubate what would later 
become nationwide policy evolutions. CMS should leverage waivers addressing equity to serve 
as testing sites for best practices so that successful policies and programs can be scaled and 
replicated. 
 
Cross-program and initiative alignment CMS should align equity measurement and 
evaluation, as appropriate, across all CMS-led programs and initiatives, including approved 
1115 waivers. This would include data collection and reporting requirements and reporting 
periods, as well as collection tools and processes. This alignment should involve collection 
efforts both between Medicaid fee-for-service programs and managed care operations, 
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including efforts by individual plans; and between Medicaid and Medicare to ensure 
consistency across initiatives and promote possibilities for multiprogram approaches. 
 

Ensure Budget Neutrality Policies Allow for Equity Initiatives 
For decades, CMS has required (by policy, not by statute or regulation) that Section 1115 
waivers be budget-neutral—that the cost of federal matching payments under the waiver not be 
greater than the cost would have been without the waiver. In other words, if a state seeks 
federal funding for expenditures that are not normally eligible for a federal match, it must 
achieve savings elsewhere in the program so that overall federal matching payments do not 
exceed “without waiver” costs. A recent change in the application of the budget neutrality 
policy, including sharp restrictions on the amount of waiver savings that can be rolled over 
from one waiver period to the next and rebasing of historical baselines, threatens to 
significantly restrict the scope of new initiatives implemented through waivers.25 The following 
actions could help avert this outcome. 
 
Flexibility for equity initiatives CMS should consider flexibility in budget neutrality 
policies to encourage state investment in waiver-based equity initiatives. In the past, CMS has 
incorporated flexibility into its budget neutrality calculations to account for costs avoided by 
investments that deter future deterioration of health and higher future costs. For example, CMS 
employed a “disability diversion” calculation to enable a state to invest in extended behavioral 
health services by acknowledging that the upfront costs of such services could delay or avoid 
higher costs of covering individuals whose health status would deteriorate to the level of a 
disability without such services.26 CMS should apply a similar calculus to investments in 
addressing health inequities that are expected to reduce hospital utilization and avoid 
deterioration of disease states that disproportionately impact patients of color. 
 

Conclusion 
Section 1115 authority can be a powerful tool to promote health equity in the Medicaid program. 
Equity-targeted waivers, adopting an equity lens for waiver design and evaluation, and waiver 
policies that promote innovation in equity can help realize CMS’ strategic vision for Medicaid. 
We look to CMS to act upon these recommendations and provide guidance and partnership to 
protect and strengthen the Medicaid program. 
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