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Executive Summary: 

The Impact of Immigration on Health Insurance Coverage in the United 
States, 1994–2006 

• Research on immigration and the uninsured: Research is mixed on how immigration has contributed 
to the increase in the uninsured population: One study concluded that immigrants who arrived 
between 1994–1998 accounted for the majority of the growth in the uninsured population, but a 
similar study concluded that they are not a significant reason for the growth of the uninsured.  

• Federal law contributes to uninsured immigrants: The relative lack of employment-based health 
coverage for immigrants is compounded by the Personal Responsibility and Work Opportunity 
Reconciliation Act (PRWORA) of 1996, which imposed a five-year ban on receipt of health and other 
public programs by most newly arrived legal immigrants.   

• Statistics on uninsured immigrants: More than 12 million immigrants in the United States were 
uninsured in 2006, accounting for almost 27 percent of all uninsured individuals in the country. 
Immigrants accounted for 43 percent of the increase in the uninsured between 1994–1998, but 92 per-
cent of the growth between 1998–2003, presumably because of PRWORA restrictions.  Over the 
entire 1994–2006 period, immigrants accounted for 55 percent of the increase in the uninsured. The 
ranks of the uninsured are likely to grow as immigration continues to increase. 

 
Saving for Health Care in Retirement: The Use of Health Savings Accounts 

• Use of HSAs: Health savings accounts (HSAs) are tax-favored individual accounts that can be used to 
cover health insurance premiums and out-of-pocket expenses for health care services, and a possible 
vehicle for funding future retiree health care costs.   

• HSA potential is limited: Statutory contribution limits make it unlikely that these accounts will play 
more than a minor part in savings for health care costs in retirement.  The maximum savings that can 
be accumulated in an HSA will be far from sufficient to fully cover the savings needed in retirement 
for insurance premiums and out-of-pocket expenses, especially since individuals can (and may need 
to) use HSA assets to pay for health care services during their working years or to pay COBRA 
premiums and insurance premiums during periods of unemployment. 
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g The Impact of Immigration on Health 
    Insurance Coverage in the United States, 
    1994–2006 
        by Paul Fronstin, EBRI 
     
 
Introduction 
 During nearly every year between 1994 and 2006, the number and percentage of individuals in the 
United States without health insurance coverage has been increasing.  In 2006, 46.5 million persons under 
age 65 (17.9 percent of the nonelderly population) were uninsured, up from 36.5 million in 1994        
(15.9 percent of the nonelderly population).1  
 During the 1990s, the decline in health insurance coverage in the United States was mainly due to an 
erosion of public sources of health insurance.  The percentage of nonelderly individuals covered by 
Medicaid declined from 12.7 percent in 1994 to 10.5 percent in 1999. The erosion was in large part the 
result of former welfare recipients entering the work force. Similarly, the percentage of nonelderly 
persons covered by Tricare or CHAMPVA2 declined from 3.8 percent to 2.8 percent between 1994 and 
2000 in large part due to downsizing in the military.  In contrast to the decline in public coverage, the 
percentage of persons covered by employment-based health benefits increased between 1994 and 1999. 
 The 2000–2003 period saw a reversal of the earlier trend as the weak economy and the rising cost of 
providing health benefits caused a decline in the percentage of persons covered by employment-based 
health plans. The percentage of the nonelderly population with employment-based health benefits 
decreased from 68.4 percent in 2000 to 62.2 percent in 2006.  Expansions in the percentage of the 
population covered by public programs, particularly Medicaid and S-CHIP, to some degree offset the 
erosion in employment-based health benefits. Between 1999 and 2004, the percentage of nonelderly 
persons with some form of public coverage increased, and it has been roughly constant since then.  
However, the expansion in public coverage was not large enough to fully offset the decline in 
employment-based health benefits. As a result, the percentage of nonelderly population without health 
insurance coverage increased. 
 Numerous reasons have been cited for the increase in the uninsured population.   The combination of 
the cost of providing health benefits, which has been rising faster than overall worker wages,3 and the 
weak economy has caused fewer small employers to offer health benefits and fewer workers to be 
covered.4  Between 2000 and 2007, the percentage of employers with three–199 workers offering health 
benefits declined from 68 percent to 59 percent, although employers with three–nine workers accounted 
for most of the decline.5  In addition, the percentage of workers taking health benefits when they were 
offered declined from 87.9 percent in 1988 to 83.5 percent in 2005.6  
 Structural changes in the economy have also contributed to the decline in employment-based health 
benefits.  The movement of workers from the manufacturing sector and the decline of unionization have 
both contributed to the decline in the percentage of individuals with employment-based health benefits.7 
 One factor that has contributed to the increase in the uninsured population is immigration, which has 
been the focus of previous research.  Earlier studies have found that immigrants are disproportionately 
employed in low-wage jobs, in small firms, and in service or trade occupations, jobs that are less likely to 
offer health benefits.8  The relative lack of employment-based coverage is compounded by the fact that 
the Personal Responsibility and Work Opportunity Reconciliation Act (PRWORA) of 1996 imposed a 
five-year ban on receipt of health and other public programs by most newly arrived legal immigrants.  
Although these restrictions were subsequently loosened a bit, the fact remains that fewer public benefits 
were available to recent immigrants during the latter part of this decade than in the former.  And even 
after this five-year ban expires, immigrants may continue to be ineligible for public programs as a result 
of rules that attribute the income of an immigrant’s sponsor to the immigrant.9  
 Previous research has examined the impact of increased immigration on the uninsured in the United 
States.  One study concluded that immigrants who arrived between 1994 and 1998 accounted for the 
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majority of the growth in the uninsured population since 1993.10  However, a similar study concluded 
that, although uninsured rates among recent immigrants are high, this is not a significant reason for the 
growth in the number of uninsured.11  More recent studies have found that the time period examined has a 
significant impact on the estimates.12 
 This article analyzes the issue of immigration and health insurance coverage in the United States.  It 
is important to examine the health insurance status of immigrants, as growth in the immigrant population 
can drive up the uninsured.  Between 1994 and 2006, immigrants accounted for an increasing portion of 
the nonelderly population, rising from 8.8 percent to 12.8 percent.  Data from the Census Bureau’s 
Current Population Survey (CPS) are used to examine health insurance and immigration.13  The article 
first examines the status of health insurance coverage among immigrants compared with nonimmigrants.  
It then examines the impact of immigration over the period 1994–2006, a much longer period than was 
covered in previous research.  The legal status of immigrants is not discussed, as relevant data are not 
included in the CPS; illegal immigrants probably are included in the analysis, but cannot be identified as 
such. 
 
Immigrants and the Uninsured Population 
 Native-born Americans account for most of the uninsured population in the United States.  In 2006, 
34.1 million (or 73.4 percent) of the 46.5 million individuals without health insurance were native-born 
Americans (Figure 1).  Overall, foreign-born individuals accounted for 26.6 percent of the uninsured (or 
12.3 million persons); slightly over 2 million (or 5 percent) have become citizens of the United States, 
while 10 million (or 21.6 percent) of the uninsured were foreign-born persons who were not U.S. citizens. 
 Immigrants are much more likely to be uninsured than native-born citizens.  More than 46 percent of 
foreign-born noncitizens were uninsured in 2006 (Figure 2).  This compares with 19.9 percent uninsured 
among foreign-born individuals who have become U.S. citizens, and 15 percent uninsured among native-
born persons. 
 Whether an immigrant is uninsured is highly correlated with his or her length of time in the United 
States.  Just over 27 percent of foreign-born noncitizens who entered the United States before 1970 were 
uninsured in 2006 (Figure 3). This compares with 45.5 percent uninsured among foreign-born noncitizens 
who entered the United States during the 1980s and 49 percent uninsured among foreign-born noncitizens 
who entered the country during 2000–2006.  The likelihood of being uninsured is also correlated with the 
length of time foreign-born U.S. citizens have been in the United States, but they are about one-half as 
likely to be uninsured, when controlling for length of time in the United States, compared with foreign-
born noncitizens.   
 The majority of the uninsured foreign-born noncitizen population is comprised of recent immigrants.  
Nearly one-half (46 percent) of uninsured noncitizens entered the United States during 2000–2006, while 
another 36 percent entered during the 1990s (Figure 4).  In contrast, only 7 percent of uninsured foreign-
born, naturalized citizens entered the United States during 2000–2006.  About one-third entered during 
1990–1999, while the remainder entered prior to 1990. 
 The uninsured immigrant population is also highly concentrated in a few states.   Based on a three-
year average across 2004–2006, it was found that slightly more than one-quarter (27.1 percent) of 
uninsured immigrants in the United States reside in California (Figure 5).  Fourteen percent of uninsured 
immigrants are in Texas; 9.9 percent reside in Florida; and 7.7 percent reside in New York.  Overall, well 
over half (58.8 percent) of uninsured immigrants reside in California, Texas, Florida, or New York.  
These four states also have a disproportionate number of uninsured generally (21 percent in California,  
27 percent in Texas, 24 percent in Florida, and 15 percent in New York), accounting for 41 percent of the 
nonelderly uninsured population, and immigrants account for a disproportionate share of the uninsured in 
these states. 
 
Immigrants and Sources of Health Insurance 
 Despite the fact that recent immigrants are banned from receiving benefits under public assistance 
programs for five years after entering the United States under the provisions of PRWORA (except for 
native children with foreign-born parents), whether or not immigrants and nonimmigrants have coverage 
from employment-based health benefits is generally a much larger factor than whether they have coverage 
from public programs.   



Figure 1
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Figure 3

Likelihood of Being Uninsured, by Year Entered U.S. and 

Immigration Status, U.S. Population Under Age 65, 2006
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Figure 4

Distribution of Nonelderly Immigrant Uninsured Population, 

by Year Entered United States and Immigration Status, 

U.S. Population Under Age 65, 2006
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 In 2006, 64.3 percent of native-born and 64 percent of U.S. citizens who were foreign-born were 
covered by employment-based health benefits, whereas 39.2 percent of foreign-born noncitizens had 
employment-based coverage (Figure 6).   
 With respect to public coverage, however, 13.9 percent of native-born were covered by Medicaid or 
S-CHIP, compared with 10.8 percent of foreign-born noncitizens and 9 percent of U.S. citizens who were 
foreign-born. 
 
The Uninsured, 1994–2006 
 While the uninsured population is still dominated by native-born Americans, it is becoming 
increasingly comprised of immigrants.  In 1994, immigrants accounted for 18.8 percent of the uninsured 
population, while native-born Americans accounted for 81.2 percent (Figure 7).  In contrast, by 2006, 
immigrants accounted for 26.6 percent of the uninsured population, while native-born Americans 
accounted for 73.4 percent. 
 The likelihood of being uninsured also increased for both native-born Americans and immigrants 
between 1994 and 2006.  In 1994, 34 percent of immigrants were uninsured, and this grew to  37.2 per-
cent by 2006, a 9 percent increase (Figure 8).  In contrast, the uninsured rate among native-born 
Americans grew from 14.1 percent in 1994 to 15 percent in 2006, a 6 percent increase.  
 The uninsured immigrant population increased from 6.9 million in 1994 to 12.3 million in 2006, an 
80 percent increase.  In comparison, the uninsured native-born population increased from 29.7 million to 
34.1 million, a 15 percent increase over the same period.  As a result, immigrants accounted for about    
55 percent of the increase in the uninsured population between 1994 and 2006.  Clearly, while the 
uninsured rate among immigrants has grown by 9 percent, compared with an increase of only 6 percent 
among native-born Americans, between 1994 and 2006, the fact that there were only 6.9 million 
uninsured immigrants in 1994 explains why immigrants comprised only 55 percent of the increase in the 
uninsured over this period. 
 The findings in this study help put earlier findings in context.  Holahan et al. found that native-born 
Americans accounted for 64 percent of the increase in the uninsured between 1994 and 1998, while 
immigrants accounted for 36 percent.  In fact, using updated data, the EBRI analysis confirms their 
findings.  As part of this analysis, it was determined that native-born Americans accounted for 57 percent 
of the growth in the uninsured between 1994 and 1998, while immigrants accounted for only 43 percent.14  
However, if the analysis is limited to the impact of immigration between 1998 and 2003, it can be 
determined that native-born Americans accounted for only 8 percent of the growth in the uninsured, while 
immigrants accounted for 92 percent, a major difference from the conclusion of Holahan et al., mainly 
because different periods of time were examined.  A view of the longer time frame of 1994–2006 shows 
that immigrants accounted for 55 percent of the increase in the uninsured. 
 
Conclusion 
 More than 12 million immigrants in the United States were uninsured in 2006, accounting for       
26.6 percent of the 46.5 million uninsured individuals in the country. Immigrants accounted for 43 per-
cent of the increase in the uninsured between 1994 and 1998, but between 1998 and 2003 they were       
92 percent of the growth in the uninsured, presumably because of PRWORA restrictions on the 
availability of public assistance programs for five years after entering the United States.  Over the entire 
1994–2006 period, immigrants accounted for 55 percent of the increase in the uninsured.   
 Given that foreign-born entrants to the United States have a high likelihood of being uninsured, it is 
likely that the uninsured will also grow as a proportion of the population as immigration continues to 
increase. 
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Total 44.6 32.9 11.7 100% 26.3%
California 6.6 3.4 3.2 27.1 48.5
Texas 5.4 3.8 1.7 14.1 30.4
Florida 3.6 2.4 1.2 9.9 32.7
New York 2.5 1.6 0.9 7.7 36.7
New Jersey 1.2 0.7 0.5 4.5 42.1
Illinois 1.7 1.3 0.4 3.7 25.4
Arizona 1.1 0.7 0.4 3.5 35.6
Georgia 1.6 1.2 0.4 3.3 24.2
North Carolina 1.4 1.1 0.3 2.4 20.6
Maryland 0.7 0.5 0.2 2.1 32.6
Virginia 1.0 0.7 0.2 2.0 24.7
Colorado 0.8 0.6 0.2 1.8 27.4
Massachusetts 0.6 0.5 0.2 1.5 26.4
Washington 0.8 0.6 0.1 1.3 19.3
Nevada 0.4 0.3 0.1 1.1 30.3
Tennessee 0.8 0.7 0.1 1.1 17.0
States not listed 14.4 12.9 1.5 13.0 10.6

supplements.

Note: Only states with at least 100,000 uninsured immigrants are shown separately.
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Figure 6
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Figure 7

Distribution of Uninsured Population, by Immigration Status, 

Population Under Age 65, 1994–2006
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Figure 8

Likelihood of Being Uninsured, by Immigration Status, 

Population Under Age 65, 1994–2006
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g Saving for Health Care Expenses in Retirement: 
    The Use of Health Savings Accounts 
        by Paul Fronstin, EBRI 
 
 
Introduction 
  Prior to the passage of Medicare in 1965, almost all Americans assumed responsibility for health 
insurance and out-of-pocket payments for health care in retirement.  When Medicare was established, 
some employers, primarily the very largest, began to offer health benefits to supplement Medicare.  In 
1988, prior to the accounting rule change that is in large part responsible for triggering the decline in the 
availability of retiree health benefits, only about one-third of workers ages 46–64 reported that they would 
be eligible for health benefits on retirement (Fronstin, 1996).  In 2005, only about 20 percent of Medicare 
beneficiaries had retiree health benefits through a former employer as a supplement to Medicare 
(Fronstin, Salisbury, and VanDerhei, 2008).   Thus, for most retirees, saving for health insurance and out-
of-pocket expenses in retirement should have always been a consideration in saving for retirement and in 
the timing of retirement.   
  The present value of lifetime benefits from Medicare for a husband and wife turning age 65 in 2010 
has been estimated at about $376,000.1  Hence, the average husband and wife will need a little less than 
$376,000 in savings to cover what is not covered by Medicare because Medicare, on average, covers a 
little more than one-half of health care costs for beneficiaries.  But as previous research has shown 
(Fronstin, Salisbury, and VanDerhei, 2008), the problem with using this average is that individuals cannot 
simply assume to be average.  While 50 percent of men turning age 65 in 2008 will live to age 81 and    
50 percent of women will live to age 84, 25 percent can be expected to live until ages 87 and 90, 
respectively.  Furthermore, 1 in 10 men currently age 65 can expect to live until 91, while 1 in 10 women 
can expect to live to 95.   Uncertainty related to life expectancy and other factors makes saving for 
retirement increasingly complicated.   
  This analysis revisits the savings needed to cover health insurance premiums and out-of-pocket 
expenses for health care services in retirement and evaluates the use of health savings accounts (HSAs) to 
save for those expenses.  Proponents of HSAs often tout them as a vehicle for funding future retiree 
health care costs.  But, while HSAs represent an important option for consumers seeking more control 
over their health care spending, statutory contribution limits make it unlikely that these accounts will play 
more than a minor part in savings for health care costs in retirement.  The following analysis uses the 
savings estimates presented in Fronstin, Salisbury, and VanDerhei (2008) as the basis for examining how 
HSAs can be used to save for health insurance premiums and out-of-pocket health care expenses in 
retirement. 
 
The Use of HSAs to Save for Health Care Expenses in Retirement 
  A number of options are currently available to workers to pre-fund health insurance and out-of-pocket 
expenses for health care in retirement.  Each option has various advantages and disadvantages.   They 
include: 

• Health savings accounts (HSAs). 
• Health reimbursement arrangements (HRAs). 
• Retiree medical accounts (RMAs). 
• Voluntary employees’ beneficiary associations (VEBAs). 

 
  Only HSAs are discussed here because these are the only accounts that are always portable for the 
worker and are owned by the worker.  HRAs, RMAs, and VEBAs are discussed in Fronstin (2006). 
  An HSA is a tax-exempt trust or custodial account that an individual can use to pay for health care 
expenses.  Contributions to an HSA are deductible from taxable income and distributions for qualified 
medical expenses and certain premiums, including retiree health insurance premiums, are not counted in 
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taxable income.    Earnings on contributions are also not subject to income taxes. Once enrolled in 
Medicare, beneficiaries are not permitted to continue making contributions to an HSA. 
  In order for an individual to qualify for tax-free contributions to an HSA, he or she must be covered 
by a high-deductible health plan (HDHP), defined as a plan that has an annual deductible of at least 
$1,100 for individual coverage and $2,200 for family coverage in 2008.2  Certain preventive services can 
be covered in full and not subject to the deductible.  Out-of-pocket maximums are limited to $5,600 for 
individual coverage, and $11,200 for family coverage.  Network plans may impose higher deductibles and 
out-of-pocket maximums for health care services received outside of the network. 
  Both workers and employers can contribute to an HSA.  Contributions are excluded from taxable 
income if made by an employer and deductible from adjusted gross income if made by an individual.  The 
maximum annual contribution in 2008 is $2,900 for individual coverage and $5,800 for family coverage.  
However, the maximum permissible contribution cannot exceed the plan deductible.  Contribution limits 
are also indexed to inflation.  Individuals who have reached age 65 and are not yet enrolled in Medicare 
may make catch-up contributions.  In 2008, a $900 catch-up contribution is allowed, increasing to $1,000 
in 2009.3  Because accounts are owned by an individual and are technically not family accounts, when 
both a husband and wife are eligible to make catch-up contributions they must own separate accounts to 
do so. 
  To be eligible for an HSA, an individual may not be enrolled in other health coverage, such as a 
spouse’s plan, unless that plan is also a HDHP.  However, an individual is allowed to have supplemental 
coverage without a high-deductible for such things as vision care, dental care, specific diseases, and 
insurance that pays a fixed amount per day (or other period) for hospitalization.  An individual is also not 
allowed to make a contribution to an HSA if he or she is claimed as a dependent on another person’s tax 
return. 
  HSAs are completely portable, although the HDHP itself may not be.  There is no use-it-or-lose-it 
rule associated with them, as any money left in the account at the end of the year automatically rolls over 
and is available in the following year.  Distributions from an HSA can be made at any time.  An 
individual need not be covered by a HDHP to withdraw money from his or her HSA.  Distributions are 
excluded from taxable income if they are used to pay for qualified medical expenses as defined under 
Internal Revenue Code (IRC) Sec. 213(d).4  Distributions for COBRA (Consolidated Omnibus Budget 
Reconciliation Act of 1985), long-term care insurance, health insurance while receiving unemployment 
compensation, and insurance while eligible for Medicare other than for Medigap, are also tax-free.  This 
means that distributions used to pay Medicare Part A, B, or D, Medicare Advantage plan premiums, and 
the employee share of the premium for employment-based retiree health benefits for Medicare 
beneficiaries are allowed on a tax-free basis.  
  HSAs have several drawbacks as an accumulation vehicle for funding health insurance premiums and 
out-of-pocket expenses in retirement.  First, availability is limited to those with a HDHP.  Second, 
contributions are limited as noted above.  Third, given the coupling with HDHPs, it is likely that HSA 
owners will tap their accounts to a significant extent for medical expenses incurred during their working 
years.  Fourth, distributions cannot be used for employment-based retiree health insurance premiums until 
an individual has reached age 65.  Early retirees do not have immediate access to these funds for retiree 
health premiums. 
  An individual age 55 in 2008 who contributes $2,900 annually to his or her HSA could accumulate 
$59,000 after 10 years, assuming the catch-up contributions are made (Figure 1).  A couple, both age 55, 
could accumulate $118,000 over 10 years if both made the maximum contribution and also made catch-up 
contributions.  The husband and wife would each have to own an HSA in order to make catch-up 
contributions.  Such savings levels, by themselves, are inadequate given the estimates provided in Figure 
2 regarding the level of savings needed to fund health insurance premiums and out-of-pocket expenses in 
retirement. 
  According to the estimates in Figure 2, a man age 55 in 2008 would need between $132,000 and 
$261,000 by the time he reaches age 65 in 2018, depending upon his use of prescription drugs in 
retirement, to have a 50 percent chance of having enough money to cover premiums and out-of-pocket 
expenses for Medigap and Medicare Part D.  Thus, a 55-year-old man would be able to use an HSA to 
 save between 23 percent and 45 percent of targeted savings for insurance premiums and out-of-pocket 
expenses in retirement if he is comfortable with a 50 percent chance of having enough savings.  If instead 
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he wants a 90 percent chance of having enough savings in retirement to cover premiums and out-of-
pocket costs, the maximum HSA savings would cover between 11 percent and 22 percent of the targeted 
savings amount. 
 

 
 
 

Median Prescription 
Drug Expenses 

Throughout 
Retirement

75th Percentile of 
Prescription Drug 

Expenses Throughout 
Retirement

90th Percentile of 
Prescription Drug 

Expenses Throughout 
Retirement

Men
Median $132,000 $156,000 $261,000
75th Percentile 204,000 241,000 416,000
90th Percentile 266,000 317,000 555,000

Women
Median 181,000 213,000 364,000
75th Percentile 240,000 285,000 496,000
90th Percentile 308,000 369,000 654,000

Married Couple
Median 325,000 382,000 654,000
75th Percentile 424,000 501,000 868,000
90th Percentile 511,000 608,000 1,064,000

Source: Paul Fronstin, Dallas Salisbury, and Jack VanDerhei, “Savings Needed to Fund Health Insurance and Health Care 
Expenses in Retirement: Findings from a Simulation Model,” EBRI Issue Brief,  no. 317 (Employee Benefit Research 
Institute, May 2008).  

Savings Needed for Medigap Premiums, Medicare Part B            
Premiums, Medicare Part D Premiums, and Out-of-Pocket           

Drug Expenses for Retirement at Age 65 in 2018

Figure 2

 
 

Figure 1
Potential Savings in a Health Savings Account After 10 Years of 

Contributions for a 55-Year-Old Individual or a Family, 
by Percentage of Account Rolled Over Each Year a
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Source: EBRI estimates. 
a  Assuming 7.32 percent interest on the account.  Individual rolls over various percentages of end-of-year account balances and makes maximum catch-up 
contributions.   Contributions are also indexed for inflation.
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  Because women, on average, live longer than men, they will need greater savings, but will not be able 
to save more than a man through an HSA over 10 years.  Women age 55 will be able to save the same 
$59,000 as 55-year-old men, but will need between $181,000 and $364,000 by the time they reach age 65 
in 2018 to have a 50 percent chance of having enough savings to cover premiums and out-of-pocket 
expenses in retirement.  Thus, a 55-year-old woman can use an HSA to save between 16 percent and      
33 percent of the targeted savings amount.  Should a 55-year-old woman in 2008 want a 90 percent 
chance of having enough savings to cover premiums and out-of-pocket expenses, she would need to save 
between $308,000 and $654,000 by age 65 in 2018, and could use an HSA to cover between 9 percent 
and 19 percent of that amount. 
  As mentioned above, a husband and wife both age 55 in 2008 would be able to save $118,000 in an 
HSA by 2018 if both were to make the maximum catch-up contribution.  Each person would have to have 
an HSA in order to make catch-up contributions, so in effect there would be two $59,000 accounts after 
10 years.  As shown in Figure 2, a husband and wife would need to save a combined $325,000–$654,000 
by the time both reach age 65 in 2018 to have enough money to cover their premiums and out-of-pocket 
expenses 50 percent of the time.  If, instead, the couple has a goal of having a 90 percent chance of having 
enough savings in retirement to cover premiums and out-of-pocket expenses, a fully funded HSA with no 
distributions for medical expenses while covered by a high-deductible health plan could be used to save 
for between 11 percent and 23 percent of the amount needed to save overall ($511,000–$1,064,000). 
 
Conclusion 
  This research shows that while HSAs can be used to save for health care expenses in retirement, the 
maximum savings that can be accumulated in an HSA will be far from sufficient to fully cover the 
savings needed in retirement for insurance premiums and out-of-pocket expenses.  One of the difficulties 
in using an HSA to save money for premiums and out-of-pocket expenses during retirement is that 
individuals also can (and may need to) use the money in the account to pay for health care services during 
their working years or to pay COBRA premiums and insurance premiums during periods of 
unemployment.   
  For example, if an individual preserves as much as 90 percent of the end-of-year account balance 
each year, the HSA account balance would be $38,000 after 10 years for an individual, instead of 
$59,000, and $76,000 instead of $118,000 for a husband and wife.  Distributions from the HSA prior to 
becoming eligible for Medicare will erode the value of the account and drive a greater wedge between 
needed savings and the amount of money in an HSA when a person retires.   
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1 Eugene Steuerle, personal communication. 
 
2 Minimum required deductibles are indexed to inflation and will likely increase each year. 
 
3 The catch-up contributions are not indexed to inflation after 2009. 
 
4 Distributions for nonqualified medical expenses are subject to regular income tax as well as a 10 percent penalty, 
which is waived if the owner of the HSA dies, becomes disabled, or is eligible for Medicare. 
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g New Publications and Internet Sites 
[Note: To order U.S. Government Accountability Office (GAO) publications, call (202) 512-6000.] 
 
Employee Benefits 
Society for Human Resource Management.  2008 Employee Benefits: A Survey Report by the Society for 
Human Resource Management. SHRM members, $79.95; nonmembers, $99.95. Society for Human 
Resource Management, 1800 Duke St., Alexandria, VA 22314-3499, (800) 444-5006, option #1, e-mail: 
www.shrmstore.shrm.org/      
 
Employee Stock Ownership Plans 
Ackerman, David.  Questions and Answers on the Duties of ESOP Fiduciaries. NCEO members, $25; 
nonmembers, $35. National Center for Employee Ownership, 1736 Franklin St., 8th Floor, Oakland, CA 
94612, (510) 208-1300, fax: (510) 272-9510, e-mail: nceo@nceo.org, www.nceo.org  
 
Pension Plans/Retirement 
Ghilarducci, Teresa.  When I’m Sixty-Four -- The Plot Against Pensions and the Plan to Save Them. 
$29.95. Princeton University Press, Attn: Steven C. Ballinger, Special Sales, 812 SW Washington St., 
#1225, Portland, OR 97205, (503) 227-2411, fax: (503) 227-5044, e-mail: 
Steve_Ballinger@press.princeton.edu  
 
Hewitt Associates.  Total Retirement Income at Large Companies: The Real Deal, 2008. $600. Hewitt 
Associates LLC, Attn: Hewitt Information Desk, 100 Half Day Rd., Lincolnshire, IL 60069, (847) 295-
5000, e-mail: diana.reace@hewitt.com, www.hewitt.com  
 
Watson Wyatt Worldwide.  2006 Survey of Actuarial Assumptions and Funding: Pension Plans With 
1,000 or More Active Participants. $49. Watson Wyatt Worldwide, 901 N. Glebe Rd., Arlington, VA 
22203, (703) 258-8000, fax: (703) 258-8585, www.watsonwyatt.com  
 
Web Documents 
2008 Segal Medicare Part D Survey of Multiemployer Health Funds 
www.segalco.com/publications/surveysandstudies/summer08PartD.pdf  
 
The Crisis in State and Local Government Retiree Health Benefit Plans: Myths and Realities 
www.slge.org/vertical/Sites/%7BA260E1DF-5AEE-459D-84C4-
876EFE1E4032%7D/uploads/%7B6A1CFDFF-6122-48D1-B535-61A96D3FA0E9%7D.PDF  
 
“DB in DC”: Deferred Annuities in Defined Contribution Plans 
https://institutional.vanguard.com/iam/pdf/CRRREA.pdf 
 
Evaluating and Implementing Target-Date Portfolios: Four Key Considerations 
https://institutional.vanguard.com/iip/pdf/ICR4KC.pdf  
 
FAQs About the 2009 Form 5500 Schedule C 
www.dol.gov/ebsa/faqs/faq_scheduleC.html  
 
Health Benefit Costs in Private Industry, March 2008 
www.bls.gov/opub/ted/2008/jun/wk2/art04.htm  
 
Health Insurance Coverage in America, 2006 
http://facts.kff.org/chartbook.aspx?cb=50  
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How Does Your Retirement Program Stack Up? - 2008 Report 
www.mercer.com/summary.jhtml/dynamic/idContent/1309425  
 
Increasing Annuitization in 401(k) Plans with Automatic Trial Income 
www.retirementsecurityproject.org/pubs/File/RSP_TrialIncomev4(2).pdf  
 
The Long-Term Budget Outlook and Options for Slowing the Growth of Health Care Costs  
www.cbo.gov/ftpdocs/93xx/doc9385/06-17-LTBO_Testimony.pdf  
 
Medicare: Payments to Physicians [Updated July 1, 2008] 
http://assets.opencrs.com/rpts/RL31199_20080701.pdf  
 
Minority Women and Retirement Income 
www.wiserwomen.org/pdf_files/minoritywomen08.pdf  
 
New AMA Guidelines on Medical Tourism 
www.ama-assn.org/ama1/pub/upload/mm/31/medicaltourism.pdf  
 
Number of Jobs Held, Labor Market Activity, and Earnings Growth Among the Youngest Baby Boomers: 
Results from a Longitudinal Survey 
www.bls.gov/news.release/pdf/nlsoy.pdf  
 
Real Earnings, Health Insurance and Pension Coverage, and the Distribution of Earnings, 1979-2006 
http://assets.opencrs.com/rpts/RL34469_20080428.pdf 
 
Reform Options for Social Security 
www.aarp.org/research/legis-polit/ssreform/i3_reform.html  
 
Retirement Vulnerability of New Retirees: The Likelihood of Outliving Their Assets 
www.paycheckforlife.org/uploads/2008_E_Y_RRA.pdf  
 
Revenue Estimates and Retirement Policy: The Need to Consider Present-Value Estimates of Changes in 
Tax Policy 
www.eric.org/forms/uploadFiles/1266300000002.filename.RevEstReport.pdf  
 
Rewards of Work Study: Keys to Retaining and Engaging Employees in Different Age Groups [Fifth 
Report of 2006 Results] 
www.sibson.com/publications/surveysandstudies/2006ROWno5.pdf  
 
Tax Subsidies for Health Insurance: An Issue Brief 
www.kff.org/insurance/upload/7779.pdf  
 
Understanding and Managing the Risks of Retirement: 2007 Risks and Process of Retirement Survey 
Report 
www.soa.org/files/pdf/research-2007-findings-retire-risk.pdf  
 
Why Not a “Super Simple” Saving Plan for the United States? 
www.urban.org/UploadedPDF/411676_simple_saving.pdf  
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