
 

 

 

What Can a State Do? California’s New 
Approach to Behavioral Health  
Kelsey Hayes 

Key Takeaways: 
 

1. California's recently launched initiatives to improve behavioral health 
outcomes and access have gained nationwide attention for their 
innovation and comprehensive scope 

2. CalAIM is an $8B, five-year comprehensive transformation program of 
California's Medicaid program based on "whole person care" principles for 
both physical and behavioral health. Behavioral health initiatives include:  

a. Streamlining behavioral health access and payment reform 
b. Consolidating county-level specialty mental health and substance 

use services into one behavioral health managed care program, a 
departure from current payment and delivery structures 

3. The Children & Youth Behavioral Health Initiative is a $4.4B initiative to 
transform screening, treatments, and school- and home-based supports  

a. Includes unique approach of making public schools the primary site 
of mental health services by creating a statewide fee schedule for 
school-linked behavioral health services 

4. CARE Court is a recent proposal to push vulnerable Californians with 
untreated severe psychotic disorders toward treatments and supports, via 
enabling civil court-ordered treatment plans for up to 24 months, raising 
concerns about civil liberties 

5. Each of these programs are nascent (launching in 2022), so their impact 
and scalability remains to be seen; if successful, other states will likely 
follow suit 

6. Unique challenges and opportunities for innovation facing California 
include: 

a. The state's large Medicaid population 
b. A county-based model for delivering behavioral healthcare 
c. Worse-than-average behavioral health professional shortages 
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Introduction 
California recently launched several innovative initiatives to transform its Medicaid 

program and improve behavioral health access and outcomes. The initiatives of focus in 
this document include: CalAIM, an $8B investment for comprehensive Medicaid 
transformation; the Children Youth & Behavioral Health Initiative, a $4.4B investment to 
improve screening, treatment, and supports for the state’s youth; and CARE Courts, a 
recent proposal which would empower civil courts to mandate care plans for people with 
severe untreated psychotic disorders to avoid more restrictive consequences such as 
conservatorship or incarceration. Each of these initiatives launched or will launch in 2022 
and remain relatively unproven for whether they can successfully scale across the state, 
but the nation’s eyes are on California as a leader for reforms in behavioral health.  

 
Context: California’s Unique Behavioral Health Landscape 

California is the country’s most populous state and has the country’s largest 
Medicaid & CHIP program, called Medi-Cal, with about 13 million enrollees as of September 
2021.1 Medi-Cal pays for a significant portion of mental health treatment in the state; 
members receiving specialty mental health services grew nearly 50% from 2012 to 2015 as 
California expanded Medicaid eligibility.  
 

Nearly one in six Californians experience a mental illness of some kind.2 Rates of 
mental illness in California are generally in line with United States averages across most 
major measures, though California has statistically significantly higher rates of reported 
alcohol use and substance abuse disorders among adults according to 2018-2019 data.3 In 
line with the country, California experienced significant exacerbation of mental health 
issues during the pandemic; 32% of adults now report symptoms of anxiety and/or 
depressive disorder.3
 

California has a unique county-led model for healthcare, creating fragmentation and 
variance in the system and encumbering broad-based reform efforts. Counties have been 
required to organize and oversee local mental health and substance use disorder 
programs, primarily for Medi-Cal and uninsured patients, via financing from state, federal, 
and county sources.4,5 Historically, funding, and decision-making continues to shift back 
and forth between states and counties, creating implementation and political challenges – 
an issue which we may observe in the coming years with newly proposed programs.5  

 
As California begins to roll out ambitious new behavioral health policies, addressing 

behavioral health provider shortages will be key. According to a 2018 CHCF report, about 
two-thirds of adults with a mental illness and two-thirds of adolescents with major 
depressive episodes did not receive treatment in California.2 Using nationally comparative 
statistics of Health Professional Shortage Area designations, California is below the national 
average in terms of the percentage of mental health professionals need met (23.4% vs. 

30

l: TheZetemaProject 



 
 
 

 

 
 

28.1%, respectively).3 Access challenges exist across age groups; the Commonwealth Fund 
ranked California as among the worst in the nation in providing mental health services to 
children.6  

 
CalAIM: Comprehensive Medicaid Transformation 

California Advancing and Innovating Medi-Cal (CalAIM) was launched in January 
2022 and represents a uniquely comprehensive program to improve outcomes for Medi-
Cal enrollees – potentially the most ambitious overhaul initiative in the nation to date. The 
program was budgeted for $8 billion over five years, or about 6% of Medi-Cal’s total budget, 
and behavioral health is just one aspect of its broad-encompassing mandate.7 If CalAIM 
succeeds in its implementation, national Medicaid experts indicate that other states will 
likely adopt similar approaches, making CalAIM an important policy to watch for physical 
and behavioral health. 

 
Within its behavioral health reforms, CalAIM aspires to achieve several major 

changes which are summarized here. At a high-level, key priorities include supporting 
integrated care; reducing complexity in navigating care; and improving quality, reducing 
health disparities, and driving innovation via behavioral health payment and policy reform.8 
Of note is CalAIM’s proposal to administratively integrate specialty mental health and 
substance use services at the county-level into one behavioral health managed care 
program, to improve coordination of care and member experiences.8 This proposal 
represents a meaningful departure from the current system of unique county-led 
structures for behavioral health and will likely require significant change management to 
implement.  

While California Governor Gavin Newsom heralds the initiative as a “once in a 
generation opportunity,” critics are concerned about the state’s ability to deliver on its bold 
mandate, with potentially insufficient workforce and infrastructure. 9 Some argue that the 
years long pilots conducted to earn CMS waiver approval are not sufficient evidence to 
prove the initiative will work statewide, while others are concerned about the new powers 
and discretion that managed care companies will receive to implement the plan, citing 
fears about a lack of cultural competency or contributing to health disparities.9 Clinical, 
cost, and implementation outcomes will be carefully monitored nationwide in the coming 
five to ten years to understand whether CalAIM represents the Medicaid model of the 
future.  

 
Children & Youth Behavioral Health Initiative 

In addition to CalAIM, Governor Newsom announced another investment of $4.4B in 
the state’s behavioral system for its youth with a goal of transforming screening, 
treatments, and school- and home-based supports. Given the nationwide crisis on youth 
mental health in the wake of the pandemic, California’s efforts are particularly relevant to 
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other states and raise interesting questions about the roles of public schools, counties, 
states, and MCOs in improving access and quality.10  

 
The program’s scope focuses on schools as a delivery mechanism of care, along with 

the creation of a virtual platform for early screening and intervention, development of 
evidence-based programs, improvement of infrastructure and MediCal coverage, 
behavioral workforce development, and more.11 Linking behavioral health to schools is a 
particularly complex and unique initiative which aspires to expand access to mental health 
services. Currently, the majority of children who receive mental health services get them at 
school, but advocates express that current service is not enough, citing that California 
ranked 48th in the nation in providing mental health services to children. 6,12 Public schools 
as providers of care with their own statewide fee schedule, as mandated by the policy, 
could introduce additional complexity into an already multi-layered stakeholder landscape.  
MCOs and advocates alike flag the behavioral health provider shortage as a significant 
barrier to this initiative. Plans to address the workforce shortage include recruiting soon-to-
be graduates as well as expanding training models, certification, and licensure, but the five-
year timeline for implementation feels aggressive to some stakeholders who are concerned 
about the program’s ambition and scope.  
 
CARE Court Proposal: Court-ordered treatments for the most vulnerable 

Recently, Governor Newsom released a proposal for CARE Court which has caught 
significant media attention: a program which could place people with severe mental illness 
or substance abuse on a civil court-ordered care plan for up to 24 months, with the goal of 
pushing vulnerable Californians to needed treatments and supports, such as housing.13 
The program would target people with untreated psychotic disorders such as 
schizophrenia and seeks to act as an upstream diversion to prevent more restrictive 
conservatorships or incarceration.14 According to the proposal, court-ordered treatments 
would strive to be culturally and clinically appropriate, with interventions such as short-
term stabilization medications, wellness and recovery supports, and community-based 
services such as a housing plan.14 
 

CARE Court is presented as a potential solution to homelessness, but the proposal is 
vague on details in its current state and has received mixed political reception. A group of 
bipartisan mayors express support, but Republican Assembly Leader James Gallagher has 
pushed back, proposing expanding conservatorship options and eligibility as an alternative 
(ABC).  

 
Advocacy groups also raise alarms; Cal Voices, an affiliate of Mental Health America, 

condemns the proposal as “one of the greatest threats to civil liberties in the 21st century” 
and argues that it will be ineffective in ending homelessness.13,15  To address these 
concerns, Newsom proposes assigning public defenders and peer supporters as advocates 
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in the civil court process. Newsom also frames CARE Court to prevent or limit 
conservatorships, which are considered by some to be highly controversial and inhumane 
approaches to strip individuals of their rights.13 

 
As California and other states struggle with the intersection of homelessness and 

severe mental illness, leaders will need to consider ethical issues of protecting freedom of 
choice with whether and how to push vulnerable groups to receive treatment.   

 

 

Discussion Questions 

1. What should California and other states do to address the 
behavioral health provider shortage? What should be done at the 
federal level? 

2. California's back-and-forth between states and counties for 
funding of health care creates complexity and policy churn. If 
“healthcare is local,” what entities are best positioned to design 
and deliver behavioral healthcare interventions? 

3. Some of California's new programs rely heavily on MCO plan 
incentives and implementation, raising concerns from advocates 
about health disparities and quality: 

a. Are their concerns legitimate?  
b. What incentives could or should be in place to ensure high 

levels of quality and proactive elimination of health 
disparities? 

4. Should public schools be the primary delivery mechanism of 
mental health services for youth? 

5. Does the CARE Court program infringe upon civil liberties? How 
best can public and private players address homelessness and 
support those most vulnerable persons with severe untreated 
mental illness?  
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