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Abstract

Proponents of health savings accounts (HSAs) contend that they will reduce medical expenditures. In
practice, however, the effect of HSAs, and the high-deductible health plans that must accompany them, w @
depend on the actual provisions of those plans and of the plans they replace. We show that typical plans
the market today already contain substantial cost sharing. We find that many HSA/high-deductible
arrangements would actually reduce cost sharing for many groups. In particular, the group responsible fo o
half of all medical spending would see no change or a decline in cost sharing at the margin and on averac
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For Bush administration proposals, see, for example, White House, “Fact Sheet: Guidance Released on Health Savings Accounts (HSAs),” 22
December 2003, http://www.whitehouse.gov/news/releases/2003/12/20031222-1.html (accessed 10 April 2006 ).

Google Scholar
For policy analysts’ proposals, see, for example, J.F.Cogan, R.G. Hubbard, and D.P. Kessler, “Healthy, Wealthy, and Wise,” Hoover Digest, no. 3
(2004):161 -167
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; M.Feldstein, “Health and Taxes,” Wall Street Journal, 19 January 2004
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;and D.Gratzer, “HSA Man vs. Healthzilla,” Wall Street Journal, 12 October 2004 .
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Current proponents include Gratzer, “HSA Man vs. Healthzilla.” Original proponents include J.C. Goodman and G.L. Musgrave, Patient Power:

The Free-Enterprise Alternative to Clinton’s Health Plan (Washington: Cato Institute, 1994 ).
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J.P.Newhouse, “Consumer-Directed Health Plans and the RAND Health Insurance Experiment,” Health Affairs 23, no. 6 (2004 ): 107 -113.
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See, for example, American Academy of Actuaries, Medical Savings Accounts: Cost Implications and Design Issues (Washington: AAA, May
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