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Medi-Cal provides a long-term 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 costs less per beneficiary than employer-based insurance.1 The
American Health Care Act (AHCA) passed by House Republicans would seriously
jeopardize the health and financial security of more than 13 million Californians—one
third of the state’s residents—who rely on Medi-Cal each year.2 The AHCA cuts federal
Medicaid spending by $834 billion over ten years.3 In addition, the recently released
White House budget proposes to further cut federal Medicaid spending by as much as
$1.3 trillion over the next decade.4 Decimating federal Medicaid funding will
substantially shift the cost of coverage to states and invariably lead to cuts in coverage
and services. 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 services that address the health needs of
the populations served. Medi-Cal beneficiaries have unique health care needs.
Low-income individuals and families tend to have worse health than their higherincome counterparts, and are more likely to have chronic health conditions and
disabilities.5 The service package offered by the Medi-Cal program was
developed to help address those needs. This includes critical categories of
benefits required by federal law, such as hospitalization and physician services.6
It also includes the Early and Periodic Screening, Diagnostic and Treatment
(EPSDT) benefit for children up to age 21, which is specifically targeted to meet
the needs of low-income children and is designed to ensure health conditions are
diagnosed and treated as early as possible.7 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;
and a wide range of mental health and substance use disorder services.8 (For
more information on why Medi-Cal is critical to children’s health; women’s health;
and older adults and individuals with disabilities, see the previous three issue
briefs of this series.)
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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. California has
opted to cover many of these services including prescription drugs, and 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.9

How Funding Cuts Threaten Medi-Cal Services:
•

Significant cost shift onto the state. Medicaid funding is the largest source of
federal funding for the state (nearly $52.5 billion in 2015).10 Medicaid funding
cuts, such as the per capita cap proposal in the AHCA, 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
women, older adults, and individuals with disabilities.

•

The state may reduce or eliminate coverage of optional services. If the state
receives less federal Medicaid funding, it may have to eliminate coverage of
critical, yet optional, Medi-Cal services. The prime target will be costly 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 2013, California had the highest total number of home and communitybased service participants (440,841) in the country.11

•

The state may use more utilization controls to restrict or delay access to
services. If a service is not entirely eliminated, the state may enact more
barriers, such as service caps or cost-sharing, to reduce access to Medi-Cal
services. This could include prior authorization requirements, which delay, and
sometimes totally prevent, access to care. Onerous service limits or delays may
cause individuals to forgo needed services and result in the deterioration of their
medical conditions.

•

The state would bear the cost for services related to new epidemics,
technologies, or treatments. The onset of epidemics, such as the HIV/AIDS or
opioid epidemic, cause states to experience significant and unexpected
increases in medical costs. Innovations in expensive technology (e.g., MRIs) and
new treatments (e.g., Hepatitis C medications) also lead to large, unplanned cost
increases. If California received limited or capped federal Medicaid funding, the
state would have to bear the cost of new epidemics, technologies, and
treatments with no additional federal support. In response, the state would have
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to limit these services, cut other Medi-Cal benefits to make up for the new costs,
or pay 100% of the additional costs on its own.
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