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Using Medicaid to Fund Community 
Health Workers in Community-Based 
Organizations

Community Health Workers Promote Whole-Person Health

Community health workers (CHWs) are frontline public health workers who are trusted members of their communities 
or have an especially close understanding of the community served.1 While their titles and roles vary, CHWs share a 
connection to communities via lived experience that, combined with their technical knowledge, makes them a critical 
workforce to advance equity. CHWs provide a wide range of services that increase access to culturally responsive care, 
address social determinants of health, and promote healthy behaviors.2 State policymakers have the opportunity to 
expand access to evidence-based CHW services through Medicaid, a public health insurance program for people with 
low incomes that covers 1 in 5 Americans.3 When covering CHW services through Medicaid, it is critical for states to 
ensure that Medicaid funding is accessible to community-based organizations (CBOs) that may have greater difficulty 
receiving Medicaid funds than clinical entities. This brief will describe why and how state policymakers should use 
Medicaid to cover CHW services in a way that is inclusive of CHWs employed by CBOs.

Community-Based CHWs Are Well-Situated to Serve Medicaid Beneficiaries

CHWs have been improving the health of communities for decades, and health care providers, payers, and patients 
can all greatly benefit from CHWs providing a wide range of services.4 There is a significant body of evidence that 
CHW services promote positive outcomes for patients,5 particularly when serving communities that are medically 
underserved or face social and economic barriers to health.6,7 Studies have shown that CHW programs help 
manage chronic diseases,8,9,10,11 improve mental health conditions,12 lower health care costs,13 and provide a return on 
investment.14 The CHW workforce promotes health equity across a variety of settings and under different employers, 
including hospitals, managed care organizations (MCOs), community health centers, public health departments, and 
CBOs.15 CHWs employed by health systems and MCOs typically focus on the patient population that receives care 
from the system, whereas CHWs employed in CBOs serve people who live in their vicinity and are not necessarily 
connected to a health system.

State Medicaid programs are increasingly covering services provided by CHWs for their demonstrated effectiveness 
in meeting the needs of low-income populations, which includes a large proportion of Medicaid-eligible individuals. 
In a recent survey of Medicaid budgets in all 50 states, more than half of states reported initiatives in place for Fiscal 
Year (FY) 2021 or planned for FY 2022 to expand their state’s CHW workforce.16 Because states administer their own 
Medicaid programs, they have considerable flexibility to define who is eligible, what benefits are available to enrollees, 
and how payments are structured. State Medicaid programs are not federally mandated to provide CHW services, but 
they can use several existing policy tools to authorize Medicaid payment for CHW services as an additional benefit. A 
summary of these tools can be found in the sidebar on the following page.

CHWs employed by CBOs bring unique 
strengths that illustrate why it is so critical 

that Medicaid policy accommodate coverage 
of CHW services in community settings.

“ “

https://www.ncsl.org/research/health/understanding-medicaid-a-primer-for-state-legislators.aspx
https://www.astho.org/globalassets/pdf/community-health-workers-summary-evidence.pdf


Partners In Health United States   •   2 PIH.org/united-states

Medicaid Policies Should Include CHWs Employed by CBOs

As states make policy changes to cover CHW services through Medicaid, it is 
critical that Medicaid payments are accessible to CHWs working in a variety of 
employment arrangements, including CBOs. These organizations with critical 
links to the community often face barriers to accessing Medicaid financing for 
CHW services, as most CBOs do not have billing departments or a physician on 
staff. In managed care systems where MCOs contract with other organizations 
to provide services to Medicaid beneficiaries, CBOs may have limited ability 
to negotiate fair rates for CHW services. They also may struggle with a lack of 
capacity to ensure compliance with contract requirements. 

CHWs employed by CBOs bring unique strengths that illustrate why it is 
so critical that Medicaid policy accommodate coverage of CHW services 
in community settings. First, CHW roles and corresponding services are 
often delivered across a combination of environments, including clinical and 
community settings. Many chronic and acute health issues are mitigated or 
exacerbated by elements of a person’s culture and lived environment and 
thus require day-to-day management at the community level, in addition to 
clinical intervention. Both CBOs and the CHWs they employ have expertise in 
addressing, and often lived experience facing, the social, economic, and other 
factors that affect health outcomes.

Second, when embedded in CBOs, CHWs are able to work closely with 
communities that are historically and presently underserved, and in some 
cases mistreated, by established health care institutions. The longstanding 
relationships between CBOs and their communities situates CHWs to address 
the barriers to trust that result from historic and continuing inequities.  
CBO-based CHWs can serve as navigators for the complex and often confusing 
U.S. health and social systems, including government-sponsored assistance 
programs. As CBOs undertake critical health promotion, education, and literacy 
work, CHWs also serve as trusted messengers sharing health information. 
These unique strengths of community-based CHWs highlight the importance  
of ensuring that Medicaid policies are inclusive of CHWs in various employment 
settings. 

There are states that have successfully addressed these barriers and paid 
CHWs to provide services while employed by CBOs. States can do this in 
both fee-for-service and managed care payment models,17 using a variety of 
Medicaid policy tools. Some states are investing in infrastructure for CBOs 
to bill for reimbursement or setting up systems in which CBOs contract with 
health systems and managed care organizations. States are using different 
Medicaid policy tools to successfully support CHWs in both community and 
clinical settings, such as North Carolina’s 1115 waiver,18 Oregon’s state plan 
amendment,19 and Pennsylvania’s managed care contract requirements.20  
On the following page are two additional examples of states that have covered 
CHW services through Medicaid in a way that is inclusive of CHWs in 
community settings.

Selected state policy tools 
for Medicaid coverage of 
CHW services

State Plan Amendments: 
An updated agreement 
between a state and 
the federal government 
describing how that state 
administers its Medicaid 
program. SPAs can be 
used to reimburse certain 
CHW services, including 
preventive services.

Section 1115 Waivers: 
Experimental, pilot, or 
demonstration projects 
that are likely to assist in 
promoting the objectives 
of the Medicaid program. 
States have used these 
waivers to temporarily 
reimburse for defined 
CHW services.

Managed Care Contracts: 
Contracts between a 
state Medicaid agency 
and Managed Care 
Organizations (MCOs) may 
include requirements for 
services covered and other 
factors related to CHWs.

Other Health System 
Transformation Efforts: 
States are exploring a wide 
range of other health care 
delivery models to improve 
outcomes while reducing 
costs, and many of these 
models have potential to 
incorporate CHWs as a key 
member of the workforce. 

For more information,  
see NACHW’s 2020 report 
Sustainable Financing 
of Community Health 
Worker Employment.

https://nachw.org/wp-content/uploads/2020/10/SustainableFinancingReportOctober2020.pdf 
https://nachw.org/wp-content/uploads/2020/10/SustainableFinancingReportOctober2020.pdf 
https://nachw.org/wp-content/uploads/2020/10/SustainableFinancingReportOctober2020.pdf 
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Example Policy 1: Ohio Requires Managed Care Organizations (MCOs) to Contract with CBOs

Some states, including Ohio, require that their Medicaid MCOs offer CHW services and require that they do 
so in a way that is inclusive of CBOs. Ohio’s Medicaid MCOs are required to contract with local organizations that 
engage multiple CHW employers to provide a structured, measurable and value-based care coordination according to 
a specific model, called the Pathways Community HUB model.21 These local organizations, called Pathways Community 
HUBs, are able to contract directly with payers, shouldering much of the administrative and compliance burden, and 
provide payments to CBOs for CHW services in community settings without the CBOs needing an internal billing 
infrastructure. While the Pathways Community HUB model is one evidence-based model, states can use managed care 
contracts requirements to incentivize or mandate that MCOs contract with CBOs to provide covered CHW services.

Example Policy 2: South Dakota Includes CBOs in Fee-For-Service Reimbursement

In 2019, South Dakota used a State Plan Amendment (SPA) to allow reimbursement of certain CHW services  
by Medicaid on a fee-for-service basis. To be reimbursed for these services, the CHWs’ employer must be enrolled 
with South Dakota as a “CHW agency.” This enrollment process allows CBOs and other community-based CHW 
employers to be reimbursed for CHW services to Medicaid beneficiaries, as long as they are covered services ordered 
by a physician or other provider according to a care plan. While there are still barriers to CBOs coordinating with 
clinical providers and billing South Dakota Medicaid, the ability for CBOs to enroll as Medicaid providers is a promising 
example of how states can include community organizations in fee-for-service reimbursement for CHW services. 

Conclusion and Recommendations

To meet the health needs of marginalized communities, CBO-based CHWs should be part of the solution for 
equitable health coverage through Medicaid. If CHWs employed in clinical settings can access Medicaid funding yet 
CHWs employed in CBOs cannot, there is a risk of over-medicalizing the CHW workforce (restricting their scopes 
to screening and referral to clinical care) and missing an opportunity to strengthen community supports and reach 
populations that are historically marginalized and excluded. Below is a short list of recommendations for state 
policymakers; additional recommendations will be provided in a forthcoming policy paper. 

States that do not currently incorporate CHWs into their Medicaid programs should make policy changes to 
cover CHW services. Medicaid programs can seek federal approval through various policy tools to leverage 
Medicaid funds for CHW services. State legislatures can also require their Medicaid agencies to cover CHW 
services and can provide funding when necessary.

States that have already incorporated CHWs into their Medicaid programs should ensure that CBOs that employ 
CHWs are able to receive Medicaid funding. States can ensure that funding is accessible to CBOs in both fee-
for-service (e.g., by allowing CBOs to enroll as Medicaid providers) and managed care payment models (e.g., by 
requiring or incentivizing MCOs to contract with CBOs to provide CHW services to beneficiaries in the community). 

States that have already incorporated CHWs into their Medicaid programs should address barriers that CBOs 
face that make it challenging to bill Medicaid, contract with health systems for CHW services, or negotiate rates. 
States can do this by making targeted infrastructure investments in these CBOs or in regional or statewide hubs 
that provide the needed infrastructure to connect community-based employers of CHWs with health care providers. 
States can also remove policy barriers facing community-based CHWs, such as requirements that CHWs to join 
clinical care teams or be supervised by non-CHWs (e.g., physicians) for their employers to receive Medicaid funding. 

All states should ensure CHW leadership and participation in policymaking decisions affecting the CHW 
workforce. State planning efforts should include professional organizations such as the National Association 
of Community Health Workers (NACHW), state networks of CHWs, and other stakeholders so that Medicaid 
agencies can best support the CHW workforce.   
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