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California’s Medicaid program (Medi-Cal) provides a critical investment in the health of
Californians. Medi-Cal coverage and services are tailored to meet the unique needs of
low-income individuals and families, and provides the most affordable coverage. If
Medicaid cuts are enacted, states like California will lose billions of dollars in federal
Medicaid funding, shifting financial responsibility for Medicaid services to the states and
to enrollees. The loss of billions of dollars in federal Medicaid funding will invariably lead
to cuts in services and the loss of affordable coverage. This issue brief explains why
Medi-Cal is so critical to helping low-income people afford health care, and it explains
how low-income Californians would be harmed by Medicaid funding caps and cuts.

Why Medicaid is important for ensuring access to affordable care:

Medi-Cal’s affordability protections improve health outcomes. Access to
affordable health care, like Medi-Cal, improves individuals’ health outcomes.!
Medi-Cal enrollees are less likely to avoid regular doctor visits, skip medications,
or delay care due to cost.? Lower out-of-pocket costs improve access to primary
and preventive care and increase likelihood of treatment for chronic conditions
like cardiovascular disease, diabetes, and mental health conditions.3

Medi-Cal improves people’s financial security. Because for most enrollees,
Medi-Cal has no out-of-pocket costs, premiums, or co-payments, Medi-Cal
enrollees retain more income for other expenses.* As a result, Medi-Cal sharply
reduces medical bankruptcies and interactions with debt collection agencies while
improving individuals’ credit ratings.” In addition, Medi-Cal enrollees have more
money to ensure they meet other basic needs, such as securing stable housing
and buying healthy food.®

Medi-Cal provides strong affordability protections for low-income
Californians. Consistent with federal law, Medi-Cal does not charge premiums to
low-income households (below $39,975 for family of three) because even small
premiums keep people from signing up for Medicaid, increase disenrollment, and
shorten the length of enrollment in the program.’ Similarly, as of 2023, Medi-Cal
providers may not charge any out-of-pocket cost-sharing for services covered by
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Medi-Cal.8 This is important, because even small required payments reduce
access to needed services.?

+ Medi-Cal copay limits help Californians access services they rely on.
Medi-Cal prohibits copays for ALL services, including important services such as
emergency care, family planning services, pregnancy-related services, and
preventive services.19 These protections ensure that low-income Medi-Cal
enrollees do not need to choose between obtaining needed care and paying for
other expenses like food or housing.

How federal funding cuts would make Medicaid less affordable:

« Funding cuts would pressure California to increase cost sharing to
maximum legal limits. Funding caps reduce federal Medicaid funding and shift
costs onto California. Faced with less money to provide the same Medi-Cal
coverage, California could elect to impose cost sharing to reduce utilization and
push costs onto enrollees, even though studies show state savings from
premiums and cost sharing in Medicaid programs are limited and increase
pressures on safety net providers, such as community health centers and
hospitals, while also discouraging people from using both essential and non-
essential services.!! California itself noted, when it eliminated copays in Medi-Cal,
that the copays imposed in the Medi-Cal program before 2023 did not generate
revenue for the program, and the administrative burden required to track their
collection would be substantial.? The barriers to care that result from cost-
sharing on health care services are tied to worse health outcomes and more
expensive care needs, especially for people with disabilities or chronic
conditions.!3

* Funding cuts would likely erode Medi-Cal affordability protections. With
less federal funding, California could also attempt to reverse long-standing
affordability standards. California may seek to re-impose cost sharing in Medi-Cal.
In the previous Trump Administration, several states were permitted to charge
Medicaid beneficiaries premiums up to 2% of household income (about
$33.50/month for a single individual with income at 138% FPL).1* Budget gaps
resulting from funding caps and cuts could prompt California to also seek
exceptions to the existing rules and require premiums to access care.

*  Funding cuts would lead to more uncompensated care and worse
outcomes. With less federal Medicaid funding available under a per capita cap,
block grant or other cut, California could seek to add premiums, copayments, or
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other forms of cost-sharing to Medi-Cal in order to save money. But these cost
increases will certainly lead individuals to drop out of coverage due to
unaffordable premiums or delay care due to high out-of-pocket costs.!® As a
result, uninsured individuals or Medi-Cal enrollees will appear in the health care
system with more advanced iliness and emergency conditions, resulting in
uncompensated care costs, which harm the entire health care system.'® When
people skip or delay treatment due to unaffordable cost sharing they experience
worse health outcomes and often need more expensive treatments later.1” Thus
overall health care costs do not decrease, rather costs shift from less expensive
outpatient care (e.g. primary care and clinics) to expensive inpatient care (e.g.
hospitalization).® These negative effects on health care are largest among
individuals with greater health care needs.!®

* Funding cuts will increase health inequities. People with disabilities as well
as Black, Indigenous and People of Color (BIPOC) are more likely to be enrolled
in Medi-Cal.?® Weakening the affordability protections in Medi-Cal will reduce
their access to care and worsen health disparities. California’s low-income
communities and BIPOC communities will see a reduction in their health security
and an increase in debt and medical bankruptcies.?! BIPOC communities are
already likely to have poorer health status than their white counterparts; thus,
ensuring affordable Medi-Cal coverage is likely to narrow these gaps.??
Additionally, Medi-Cal covers services important to LGBTQI+ people, such as STI
screening, culturally competent mental health services, and gender-affirming
care, so increased premiums or cost-sharing could also make it harder for
LGBTQI+ people to access those services.?3
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