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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 coverage and 

services and the loss of affordable coverage. This issue brief highlights the importance of 

Medi-Cal covered services and how they are threatened by Medicaid funding cuts. 

 

Why Medi-Cal’s covered services are critical: 

 
 Medi-Cal offers comprehensive and quality health services. Medi-Cal 

beneficiaries have unique health care needs. Low-income individuals and families tend 

to have more difficultly managing their health conditions compared to high-income 

households because of greater social, economic, and environmental stressors that 

impact low-income individuals access to affordable health care services.1 The service 

package offered by the Medi-Cal program was developed to meet the health needs of 

all beneficiaries. This includes critical benefits required by federal law, such as 

hospitalization and physician services.2 It also includes the Early and Periodic 

Screening, Diagnostic and Treatment (EPSDT) benefit for children up to age 21, which 

is specifically designed to meet the needs of low-income children and ensure health 

conditions are diagnosed and treated as early as possible.3 Medi-Cal also covers critical 

benefits such as long-term services and supports for older adults and individuals with 

disabilities; family planning services; non-emergency medical transportation to and 

from health related services; and a wide range of mental health and substance use 

disorder services.4 (For more information on why Medi-Cal is critical for children; 

pregnant people; LGBTQI+ individuals; older adults and individuals with disabilities; 

immigrants; and individuals with mental health conditions or substance use disorders, 

see the upcoming issue briefs of this series.) 

 

https://healthlaw.org/team/jasmine-young/
https://healthlaw.org/team/jules-lutaba/
https://www.dhcs.ca.gov/services/medi-cal/Pages/Benefits_services.aspx#top
https://www.dhcs.ca.gov/services/medi-cal/Pages/Benefits_services.aspx#top
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 Medi-Cal provides coverage of critical “optional” services. Federal law gives 

states the flexibility to provide a wide range of optional services in the Medi-Cal 

program. California has opted to cover many of these services, including dental care, 

which has helped decrease racial and ethnic dental health disparities, including among 

Black and Latino children and adults.5 California has also opted to cover prescription 

drugs, which help prevent and treat HIV, Hepatitis C, epilepsy, alcohol and opioid use 

disorders, and other potentially life-threatening conditions.6 Additionally, Medi-Cal 

covers home and community-based services, which help older adults and individuals 

with disabilities remain in their homes by supporting their daily living and preventing 

unnecessary and costly institutionalization.7     

 
 Medi-Cal covers critical preventive services. Federal law requires states to cover 

preventive care, which are services that help prevent or manage disease, disability, 

and other health conditions, prolong life, and promote physical and mental health.8 

California covers a wide range of preventive services for both children and adults, 

including cancer-related screenings, STI screenings, chronic condition screenings, 

immunizations, pregnancy-related screenings, developmental screenings, and health 

promotion counselling.9 Through innovative programs and strategies, California also 

provides services that are tailored to address the needs of Medi-Cal beneficiaries and 

help coordinate care and access to social services that contribute to healthy outcomes, 

including Community Health Workers, Doulas and Peer Support Services. These 

services are known to help reduce health disparities for Black, Indigenous, and People 

of Color (BIPOC).10  

 
 Medi-Cal funds additional services that are structured to meet the ongoing 

needs of California communities. In addition to the comprehensive health services 

that Medi-Cal already covers, California has expanded Medi-Cal services to include 

services that address the health of communities holistically, which includes addressing 

social, economic, and environmental stressors that may directly impact an individual’s 

health.11 California has expanded coverage of additional benefits through special 

programs and Medicaid waivers. Two distinct and more recent demonstrations being 

implemented in Medi-Cal includes the California Advancing and Innovating Medi-Cal 

Initiative (CalAIM Initiative) and the Behavioral Health Community-Based Organized 

Networks of Equitable Care and Treatment Demonstration (BH-CONNECT 

Demonstration). CalAIM offers services that improve the coordination of a person’s 

care and provide additional holistic health support, such as Enhanced Care 

Management and coverage of certain Community Supports (e.g., medically 

tailored meals and housing supports). CalAIM initiatives are broadly reforming Medi-

Cal’s programs and systems with a phased in period of 5 years, which means that 

https://www.dhcs.ca.gov/CalAIM/Pages/CalAIM.aspx
https://www.dhcs.ca.gov/CalAIM/Pages/BH-CONNECT.aspx
https://www.dhcs.ca.gov/CalAIM/Pages/BH-CONNECT.aspx
https://www.dhcs.ca.gov/CalAIM/Documents/CalAIM-ECM-a11y.pdf
https://www.dhcs.ca.gov/CalAIM/Documents/CalAIM-ECM-a11y.pdf
https://www.dhcs.ca.gov/CalAIM/Documents/DHCS-Medi-Cal-Community-Supports-Supplemental-Fact-Sheet.pdf
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reforms were implemented in January 2022 and will continue to be implemented 

through 2027. The BH-CONNECT Demonstration also offers additional services that 

help reduce the use of institutionalized forms of care and expand a robust continuum 

of community-based behavioral health care services for Medi-Cal members living with 

significant behavioral health needs, which includes the transitional rent benefit. Both of 

these separate demonstrations are essential for youth involved in child welfare, 

individuals experiencing homelessness, and individuals involved with the justice 

system.  

 

How Funding Cuts Threaten Medi-Cal Services: 

 

 Significant cost shift onto the State. Medicaid funding is the largest source of 

federal funding for California (nearly $107.5 billion in 2024).12 Medicaid funding cuts 

would limit the amount of federal funding available to California, and shift the cost to 

the State. As a result, California may be forced to cut Medi-Cal covered services, which 

would disproportionately impact certain populations, including children, pregnant 

people, older adults, and individuals with disabilities. 

 
 The State may reduce or eliminate coverage of optional services. If California 

receives less federal Medicaid funding, it may have to eliminate coverage of critical, yet 

optional, Medi-Cal services. The prime target will be costlier services, such as home 

and community-based services, which allow older adults and children and adults with 

disabilities to remain in their home instead of institutional care. In 2021, California had 

the highest total number of home and community-based service participants (716,965) 

in the country.13 

 
 The State may reduce coverage of critical preventive services. With less 

federal Medicaid funding, California may have to reduce the scope of essential 

preventive services that have traditionally been neglected by our health care system, 

such as Doula and Community Health Worker services. If such preventive services are 

reduced or eliminated, it would have the counter effect of increasing costs in treatment 

since treatment services for a health condition would be costlier than prevention 

services of the same health condition. For example, California covers PrEP to prevent 

HIV infection and is cheaper than providing a lifetime of HIV treatment due to early 

prevention and detection.14 Limiting the scope of such services would exacerbate 

existing health disparities among BIPOC, LGBTQI+ individuals, and other underserved 

populations.15 
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 The State may use more utilization controls to restrict or delay access to 

services. If a service is not entirely eliminated, California may enact more barriers, 

such as service caps or cost-sharing, to reduce access to Medi-Cal services in order to 

save costs. This could include more prior authorization requirements, which serve to 

delay or prevent access to care. Onerous service limits or delays have caused 

individuals to forgo needed services and resulted in the deterioration of their medical 

conditions.16 

 
 The State would bear the cost for services related to emergencies and new 

technologies or treatments. The onset of emergencies from natural disasters, such 

as the recent wildfires in Southern California, and emergencies related to new 

transmittable diseases, such as the COVID-19 pandemic, causes states to experience 

significant and unexpected increases in medical costs.17 Innovations in expensive 

technology (e.g., MRIs) and new treatments (e.g., Hepatitis C medications and COVID-

19 vaccines) also lead to large, unplanned cost increases. If California received 

reduced or capped federal Medicaid funding, the state would have to bear the cost of 

new pandemics, technologies, and treatments with no additional federal support. In 

response, the State would have to limit these services, cut Medi-Cal benefits to make 

up for the new costs, or pay 100% of the additional costs on its own. In addition, 

other important California state efforts will be threatened, such as actions to address 

homelessness, incarceration and reduce health disparities which have a significant 

negative impacts on an individual’s health.18     

 

Conclusion  

 

The Medicaid program is designed to give California wide flexibility in designing and 

implementing its own Medi-Cal program to meet the particular health needs of its residents. 

The potential threats to the program on the federal level will not only result into devastating 

impacts on low-income individuals and families across the state, these threats will also make it 

necessary for California to impose additional cuts and erect barriers to access life-sustaining 

care in the future. While it remains unclear what the current 2025 Congress and Trump 

Administration will do with respect to the Medicaid program, any federal funding cuts or 

barriers implemented against Medicaid to deter access to comprehensive services must be 

rejected so low-income individuals and families have access to the quality and affordable 

comprehensive health care services they need.     
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