
The Center for Health Innovation 
& Policy Science (CHIPS) is an 
interdisciplinary research center 
that works to improve health across 
communities and the lifespan 
through innovation, evaluation, 
and training in health policy and 
health systems science, with a focus 
on health equity.

Director
David Grembowski, PhD

Associate Director
Layla G. Booshehri, PhD

Policy Brief
September 2021

CHIPS

Health Insurance 
Cost Sharing 
A Blunt Instrument with Targeted Effects

                              uwchips.org1

Victoria Bowers

Cost Sharing Defined

Deductible: The amount the 
beneficiary pays for healthcare 
services before their insurance 
plan starts to pay. 

Copayment: A fixed amount 
the beneficiary pays for a 
healthcare service after they 
have met their deductible. 

Coinsurance: The percentage 
of healthcare service costs 
paid by the beneficiary after 
they have met their deductible. 
 

Executive Summary
• Cost sharing—when health insurance beneficiaries pay a portion 

of their healthcare costs through copayments, coinsurance, and 
deductibles—is widely used throughout the U.S. health insurance 
system as a method of containing the U.S.’s high healthcare 
expenditures, despite mixed evidence of its ability to do so. 

• Research indicates an association between cost sharing and reduced 
healthcare access and use among beneficiaries overall, with evidence 
of greater harm to racial and ethnic minorities, including delayed 
or foregone care, reduced preventive screenings, and reduced 
medication adherence.

• Effects of cost sharing may have widened disparities in healthcare 
access and use for racial and ethnic minorities during the COVID-19 
pandemic. 

• Strategies to mitigate this harm include maintaining policies that waive 
cost sharing on an emergency basis during the COVID-19 pandemic 
and after it is over, expanding value-based care, addressing prices of 
medical services, and improving communication strategies in state 
and federal health insurance exchanges.
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Introduction
Throughout the U.S. health insurance system, beneficiaries are 
responsible for a portion of their care through cost sharing 
structures, such as copayments, coinsurance, and deductibles. Cost 
sharing is widely promoted as a method of containing U.S. healthcare 
expenditures1,2 despite mixed evidence of its ability to do so.3-5 Between 
1974 and 1982 the RAND Health Insurance Experiment demonstrated an 
inverse relationship between cost sharing and health services utilization, 
providing evidence for the concept of “moral hazard” in healthcare—
the idea that reduced cost sharing may lead to wasteful use of medical 
services.6

Concerns about using “moral hazard” as a basis for healthcare policy 
stem from RAND’s findings that cost sharing leads to worse health 
outcomes among low-income populations6 as well as limited research on 
the effects of cost sharing among racial and ethnic minorities. A growing 
body of evidence indicates that cost sharing may contribute to a range 
of unintended consequences among racial and ethnic minorities as well 
as low-income populations, including 
delayed or forgone care, reduced 
preventive screenings, and reduced 
medication adherence.

These negative effects of cost sharing 
exacerbate existing health disparities. 
The COVID-19 pandemic highlighted 
pre-existing disparities within the 
U.S. healthcare system: racial and 
ethnic minorities generally have lower 
socioeconomic status and worse baseline 
health conditions compared to whites 
yet face reduced healthcare access and 
use.5, 7-10 These pre-existing disparities 
make racial and ethnic minorities more 
susceptible to potential negative effects of healthcare policies. As 
strategies to reduce healthcare expenditures continue to be developed, 
policy makers should remain aware of potential unintended harm 
associated with cost sharing among racial and ethnic minorities.

Cost Sharing within the U.S. Health Insurance System
Seventy percent of U.S. residents are enrolled in health insurance plans 
that impose cost sharing, with over half enrolled in employer-sponsored 
plans.11 In addition to high enrollment, cost sharing has increased 
over the last decade (Fig. 1).12 The average nationwide deductible in 
employer-sponsored insurance rose from $869 to $1,808 between 2008 
and 2017,13 and the percentage of workers in employer-sponsored 
high-deductible health plans (HDHPs) rose from 11.4% to 46.5% 

Figure 1
Growth of general annual deductibles 
and covered workers’ wages between 

2008 and 2018

Kaiser Family Foundation, October 201812
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Health insurance 

literacy and cost 

sharing
Research indicates that most 

health insurance beneficiaries 

have a difficult time 

understanding their plan’s 

cost sharing requirements.20,21 

This so-called “health 

insurance literacy” is often 

lower among racial and 

ethnic minorities.22 Research 

indicates that limited health 

insurance literacy may lead 

to delayed or forgone care 

because many beneficiaries 

are unaware of which services 

are covered by reduced or zero 

cost sharing.23-25

between 2006 and 2016.14 In Traditional Medicare, 83% of beneficiaries 
purchase supplemental health insurance plans, such as Medigap, to 
cover some of their cost sharing requirements.15 While Medicaid—
which covers 19.8% of U.S. residents—generally does not impose cost 
sharing, 22 of the 39 Medicaid-expansion states have obtained federal 
waivers to impose cost sharing for certain services and populations.16

The Affordable Care Act (ACA) eliminated cost sharing for preventive 
services under all Marketplace plans and established cost sharing 
reductions for individuals enrolled in silver-level plans with incomes 
up to 250% of the federal poverty level (FPL).17 Members of federally 
recognized American Indian Alaska Native tribes with incomes up to 
300% of the FPL can enroll in Marketplace plans with zero cost sharing; 
if they receive care from an Indian Health Service provider or qualify for 
Medicaid, they face zero cost sharing regardless of income.18 

In Washington state, 74% of health insurance beneficiaries are enrolled 
in plans with cost sharing, and 53% of those are enrolled in employer-
sponsored plans.11 In 2019, the average deductible for an individual 
with employer-sponsored coverage was $1,655; in 2020, it was $3,908 
for an individual with Washington Health Benefit Exchange coverage.19 
Over 55,000 Washington state families are enrolled in plans with 
deductibles greater than $9,000.19

Acute care
Racial and ethnic minorities may delay or forgo acute care services at a 
higher rate than whites due to cost sharing
 
A 2021 analysis of National Health Interview Survey data indicates 
that among the insured population, 15% of Hispanic and 13% of Black 
beneficiaries delayed care in 2019 due to costs compared to 9% of 
white beneficiaries (Fig. 2).26 

Additionally, a 2003 pilot study of federally qualified health 
centers in Multnomah and Washington counties in Oregon found 
that copayments were associated with a higher rate of missed 
appointments.27 Racial and ethnic minorities’ use of these centers is 
significantly higher than that of whites.28 

Preventive care
Reduced or zero cost sharing may increase preventive care for racial and 
ethnic minorities

Colon cancer screening:
When comparing the effects of zero cost sharing on colonoscopy rates 
among privately insured racial and ethnic minorities compared to white 
Medicaid beneficiaries, Hispanic and Black beneficiaries had 27% and 
16% greater odds of receiving colonoscopies, respectively.29 Comparing 
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pre- and post-ACA cancer screening rates among privately insured, 
uninsured, and Medicare beneficiaries shows a 44% increase in 
colonoscopies among Hispanic Medicare beneficiaries post-ACA.30 After 
implementing policies that increase federal matching for preventive 
services offered to beneficiaries 
without cost sharing, Hispanic Medicaid 
beneficiaries were found to be 1.2 
times more likely than white Medicaid 
beneficiaries to seek colonoscopies.31

Breast cancer screening:
Delayed breast cancer screening is one 
of several reasons why Black women 
present with later-stage breast cancers 
compared to white women.32,33  The 
elimination of the ACA’s cost sharing 
component has been associated with 
23% and 17% greater odds of privately 
insured Hispanic and Black women 
receiving mammograms, respectively.29 In addition, eliminating cost 
sharing has been associated with an increase of 8.4 percentage points 
in biennial mammograms among Black women enrolled in Medicare 
Advantage plans; no such increase was found among Hispanic 
women.34 Research has shown higher mammogram rates among 
Black, Hispanic, Asian, and Pacific Islander women enrolled in Medicare 
Advantage plans than those enrolled in Traditional Medicare35 (which 
generally has higher cost-sharing than Medicare Advantage plans).36,37 
However, other research has found no association between cost 
sharing elimination and mammograms for Medicare beneficiaries.38

Cervical cancer screening:
Cervical cancer screening was found to have increased by 92% among 
Hispanic women enrolled in Medicare post-ACA;30 however, other 
research findings did not show an increase among racial and ethnic 
minority Medicare beneficiaries.39 In addition, it has been shown 
that the probability for cervical cancer screening among privately 
insured racial and ethnic minorities did not increase post-ACA.29 Mixed 
findings on cervical cancer screening may be due to changes in the 
United States Preventive Services Task Force screening guidelines that 
occurred around the same time as ACA implementation, with 2012 
updates recommending cervical cancer screening every three years 
instead of every year.39 

Cholesterol screening:
Privately insured racial and ethnic minorities have not been shown to 
have increased probability of receiving cholesterol screenings after the 
ACA reduced preventive care cost sharing requirements.29

Figure 2
Percent of adults, by race, who 

reported delaying or forgoing medical 
care due to costs in 2019

Amin K, et al. Peterson-Kaiser Family 
Foundation, January 202126
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Annual physicals:
When evaluating pre- and post-ACA annual physical rates among 
publicly and privately insured adolescents, zero cost sharing has 
been associated with a 10% increase in annual physicals among Black 
and Hispanic adolescents compared to a 6% increase among white 
adolescents. In addition, a 10% increase in annual physicals has been 
found among income groups under 100% of the FPL compared to an 
8% increase among income groups above 200% of the FPL.40

Contraception use:
Several studies have found an association between the ACA’s 
elimination of cost sharing and contraception use among beneficiaries 
overall, but limited research has evaluated its effect on racial and 
ethnic minorities.41-44 When evaluating changes in birth rates and 
contraception prescription fill patterns among commercially insured 
women pre- and post-ACA, there is a significant decrease in annual 
rates of forgone contraception prescriptions as well as a 22% decrease 
in the probability of unintended births among the lowest income 
groups post-ACA (Fig. 3).45 While these findings do not directly assess 
racial and ethnic minorities, women in the study’s lowest income 
groups were more racially diverse, and considerable evidence indicates 
race and income are linked.46,47

Figure 3
Estimated probability of a birth 

among women aged 15–45 years,        
between 2008 and 2018

Dalton VK, et al. JAMA Netw Open 202045
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Cancer care
Cost sharing may influence racial and ethnic minorities to delay or forgo 
cancer care at a higher rate than whites, particularly among those enrolled 
in HDHPs

Research has revealed that low-income women in HDHPs waited 1.6 
months longer for diagnostic breast imaging, 2.7 months longer for a 
biopsy, 6.6 months longer for a diagnosis, and 8.7 months longer for 
chemotherapy compared to low-income women with low-deductible 
plans.48 While this research did not directly investigate how HDHPs 
impact racial and ethnic minorities, 
there is evidence to show that race and 
income are linked46,47 and that breast 
cancer mortality is 41% higher among 
Black women than white women.32 

Medication adherence
Cost sharing may reduce medication 
adherence among racial and ethnic 
minorities

Figure 4
Cumulative incidence of first major 
vascular event or revascularization 

among nonwhite patients, by 
prescription coverage cohorts

Choudhry NK, et al. Health Aff (Millwood) 201451

Cumulative incidence of first major 
vascular event or revascularization 

among white patients, by   
prescription coverage cohorts

Figure 5

Choudhry NK, et al. Health Aff (Millwood) 201451

Cardiovascular medication:
For medications that reduce 
cholesterol and inflammation (e.g., 
statins), research has shown a three-
fold increase in adherence among 
privately insured Black beneficiaries 
compared to white beneficiaries 
after copayments were eliminated.49 
HDHPs have been associated with 
lower cardiovascular medication 
adherence among commercially 
insured beneficiaries overall, but 
this effect does not vary based on 
race or ethnicity.50 However, 
evaluating cardiovascular 
medication adherence 
among commercially insured 
beneficiaries has shown 
that eliminating cost sharing 
reduced rates of major 
vascular events by 35% and 
reduced out-of-pocket costs 
by 70% for racial and ethnic 
minorities, while it had no 
clinical or financial effect on 
white beneficiaries (Fig. 4    
and 5).51
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Hormonal breast cancer treatment: 
Research evaluating hormonal breast cancer treatment among 
Medicare Part D beneficiaries found cost sharing to be associated 
with significantly lower odds of medication adherence among Black 
beneficiaries compared to white beneficiaries.52

Diabetes medication:
An association between cost sharing and lower adherence to diabetes 
medication has been found among privately insured Black and 
Hispanic beneficiaries.53

COVID-19 effects on    

cost sharing

Cost sharing and COVID-19 

in Washington state

Under an Insurance 

Commissioner emergency 

order extended to August 

8, 2021, all health insurance 

plans must cover COVID-19 

testing and treatment with 

zero cost sharing. In addition, 

vaccines must remain available 

with zero cost sharing under 

the federal Coronavirus Aid, 

Relief, and Economic Security 

(CARES) Act.54

COVID-19 effect on racial 

and ethnic minorities

Though cost sharing has been 

eliminated for most COVID-

19-related services, racial and 

ethnic minorities continue 

to experience lower rates of 

testing and vaccination55,56 

as well as higher rates of 

morbidity and mortality9, 57 

due to the virus compared to 

whites.

Cost Containment Moving Forward
In the U.S., high healthcare spending continues to plague individuals, 
families, businesses, and government. As federal and Washington state 
policy makers continue efforts to control healthcare costs and expendi-
tures, they should consider the unintended harm that cost sharing may 
cause among racial and ethnic minorities. Given that cost sharing has 
not been shown to be a widely effective method for controlling spend-
ing, policy makers should consider other strategies.

Expand reduced or eliminated cost sharing across health insurance 
plans and maintain cost sharing waivers for COVID-19 care in 
perpetuity
Reduced or eliminated cost sharing across health insurance plans 
should be expanded, and COVID-19 testing, treatment, and vaccines 
should be provided with reduced or zero sharing in perpetuity, 
particularly in light of new and emerging COVID-19 variants.58 While it is 
known that social determinants of health, such as low socioeconomic 
status, living in a rural area, and lack of transportation, reduce access 
to care among racial and ethnic minorities, work to address these 
determinants may take time (Fig.6).59 Cost sharing reductions are 
immediate actions that can be taken by policy makers to improve 
health equity.

Evaluate the effect that Washington state’s Cascade Care plans have 
had on healthcare disparities
Opened in January 2021, Washington state’s Cascade Care plans 
feature lower deductibles than other Health Benefit Exchange plans, 
more services provided before the deductible (including preventive 
care, primary care, urgent care, behavioral health services, and 
generic drugs), more transparent cost sharing policies, and improved 
marketing and outreach strategies to improve health insurance 
literacy.60 These features should be evaluated for their ability to reduce 
disparities in healthcare access and use, and improvements should be 
made where necessary.
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Expand value-based care
Value-based care—where higher levels of cost sharing are required 
for lower value services—has been shown to reduce healthcare 
expenditures without causing undue harm.61,62 Compared to 
undifferentiated cost sharing, value-based care harnesses variation in 
service value to reduce spending and improve healthcare quality. 

Increase research on the effect of cost sharing among racial and 
ethnic minorities
Many studies have examined the effect of cost sharing on beneficiaries 
overall, but few have focused on racial and ethnic minorities 
specifically. Given the healthcare disparities highlighted and 
exacerbated by the COVID-19 pandemic, this research is needed to 
inform more equitable cost sharing policies, such as income-based cost 
sharing requirements.63

Reduce the price of medical 
goods and services either through 
regulatory or market-based 
strategies
Numerous studies have concluded 
that the main reason for high 
healthcare spending in the U.S.—
and the main reason it spends so 
much more than other industrialized 
countries—is the price of medical 
goods and services, rather than their 
use.64,65 Policy makers may consider 
additional antitrust regulations 
similar to Washington state House Bill 1607, enacted in January 2020, 
which aims to ensure healthcare market competition that benefits 
consumers.66 Policy makers may also consider limiting growth on 
prices paid by commercial insurers67 as well as efforts to increase price 
transparency led by bodies such as Washington State’s Health Care 
Cost Transparency Board.68 

Address social determinants of health 
Finally, as cost sharing structures are amended and additional cost 
containment strategies are implemented, policy makers should 
continue to address non-financial barriers to healthcare access, such 
as social determinants of health, which limit the success of policies 
aimed at reducing healthcare disparities.69,70 The need to consider non-
financial barriers to healthcare access is supported by evidence outside 
of the U.S. where disparities in care persist despite universal health 
insurance coverage and zero cost sharing.71 
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