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Main Conclusions

• Unlike the United States, Canada has a universal, single-payer, government-run, socialized health
insurance system.

• Advocates of socialized medicine argue that the mixed public-private health insurance system in the 
United States causes many Americans to become financially bankrupt, and that this would not
occur if the US adopted the Canadian health system.

• Following this logic, we should expect to observe a lower rate of personal bankruptcy in Canada
than in the United States.

• Yet the most recent data (2006 and 2007) shows that personal
bankruptcy rates are actually higher in Canada (.30% for both
years) than in the United States (.20% and .27%).

• Research indicates that medical spending was only one of
several contributing factors in 17 percent of US bankruptcies,
and that medical debts accounted for only 12 to 13 percent of
the total debts among American bankruptcy filers who cited
medical debt as one of their reasons for bankruptcy.

• Research also indicates that medical reasons were cited as the
primary cause of bankruptcy by approximately 15 percent of
bankrupt Canadian seniors (55 years of age and older). 

• The US-Canada comparative analysis strongly suggests that
bankruptcy statistics do not support arguments for a
government-run health insurance system. 
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Intro duc tion

In a recent update to a pre vi ous
study, Himmelstein et al (2009)
con cluded that in 2007, unin sured
med i cal expenses or loss of income
due to ill ness “caused”
(Himmelstein et al., 2009, “Table 2:
Med i cal Causes of Bank ruptcy,
2007,” p. 3) nearly two-thirds (62.1
per cent) of all non-busi ness bank -
rupt cies in the United States. The
authors blame this on Amer ica’s
plu ral is tic health insur ance sys tem.1

Himmelstein and co-author
Woolhandler are well-known pro -
po nents of Can ada’s gov ern -
ment-run, sin gle-payer med i cal
insur ance sys tem (e.g. Woolhandler
et al., 2003; McCormick et al., 2004; 
Woolhandler and Himmelstein,
2004).2 The implicit assump tion of
their study is that a sin gle-payer sys -
tem would have pre vented or sig nif -
i cantly reduced the num ber of
bank rupt cies observed in the
United States. Fol low ing this logic,
we should expect to observe a lower
rate of bank ruptcy in Can ada

com pared to the United States, all
else being equal. Yet the most recent 
data shows that the non-busi ness
bank ruptcy rate in Can ada is sta tis -
ti cally the same as it is in the United 
States.

Data and anal y sis

Table 1 shows the num ber of con -
sumer or per sonal bank rupt cies,
exclud ing busi ness bank rupt cies, in
both coun tries for 2006 and
2007—the two most recent years for 
which we have data. All data are
taken directly from gov ern ment
sources in both coun tries. All data
are defined in con cep tu ally sim i lar
ways for both coun tries. The data
show that the total num ber of
non-busi ness bank ruptcy fil ings
rep re sented less than one-third of
one per cent of the total pop u la tion
in both coun tries. There is no sig -
nif i cant dif fer ence between the per -
cent ages. Where there is a
dif fer ence, the data show that
non-busi ness bank ruptcy rates are
actually higher in Canada. 

Aside from uni ver sal sin gle-payer
health insur ance, there are few
other sig nif i cant health, social, or
legal pol icy dif fer ences between the
two coun tries that could be caus ally
linked to bank ruptcy rates. For
example,

• The 2005 reforms to US
bankruptcy laws have
produced legal standards that
are very similar to Canadian
standards (BankruptcyCan-
ada, 2009a; 2009b). 

• Drug insurance is structured
almost identically, so exposure 
to drug costs is similar in both 
countries. While the entire
Canadian population is
universally eligible for publicly 
funded insurance for hospital
and physician services, only
about one-third of the
Canadian population is publicly 
insured for prescription drugs.
In Canada, as in the US,
low-income people, disabled
populations, and seniors are
eligible for separate publicly
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Table 1: Con sumer (non-busi ness) Bank rupt cies Filed 
in Can ada and the United States, 2006 and 2007

2006 2007

Canada USA Canada USA

Total Consumer Bankruptcy Filings 98,400 597,965 99,282 822,590

Total Population 32,576,100 298,754,819 32,927,400 301,621,157

Consumer Bankruptcy Filings as a
Percentage of Population

0.30% 0.20% 0.30% 0.27%

Notes: Table includes total non-busi ness bank ruptcy fil ings only in both coun tries. Cana dian data include bank ruptcy and
con sumer pro pos als, which are con cep tu ally sim i lar to Amer i can bank ruptcy Chap ters 7 and 13 respec tively (Bank ruptcy
Can ada, 2009a; 2009b).
Sources: Office of the Super in ten dent of Bank rupt cies, Can ada, 2006, 2007, 2008, 2009; US Courts, 2009; Sta tis tics Can ada,
2009a; US Cen sus Bureau, 2009. 



funded drug programs, while
most employed people obtain
drug insurance as a benefit of
employment, and the rest of
the population pays with their 
own money.

• Both countries have
employment insurance
programs that provide income 
support in the event of job
loss (US Department of Labor, 
2004; Service Canada, 2009).
Unemployment occurs with
roughly similar frequency
among Canadians and
Americans. National
unemployment rates in 2007
were 5.3 percent in Canada
versus 4.6 percent in the
United States (Statistics
Canada, 2009b). 

• Access to medical care for
people who experience
long-term unemployment,
disability from illness, and
chronic low-income status is
practically the same in both
countries, being facilitated by
non-profit, publicly funded
community health centers
(NACHC, 2009) and public
programs like Medicaid in the
US, and government-run
systems in Canada. 

Med i cal bank rupt cies 
in Can ada

Med i cal rea sons for bank rupt cies
are not unique to the US. Research
com mis sioned by the Cana dian
gov ern ment (Redish et al., 2006)
indi cates that med i cal rea sons were
cited as the pri mary cause of bank -
ruptcy for approx i mately 15 per cent 
of bank rupt Cana dian seniors (55
years of age and older). Med i cal

rea sons included lost income or
employ ment due to ill ness, as well
as unin sured med i cal expenses.

Other research

These find ings rein force ear lier crit -
i cisms of Himmelstein et al (2005).
In par tic u lar, Dranove and
Millenson (2006) reviewed the lit er -
a ture on med i cal bank ruptcy and
found that, “stud ies since the
mid-1960s have con sis tently con -
cluded that med i cal bills are a rel a -
tively minor part of the debt
prob lem” (Dranove and Millenson,
2006: w78). Stud ies the two
research ers reviewed, includ ing one
by the US Depart ment of Jus tice,
esti mated that med i cal debts
accounted for only between 12 and
13 per cent of total unse cured debt
among bank ruptcy fil ers who cited
med i cal debts as a con trib ut ing fac -
tor to their bank ruptcy (Dranove
and Millenson, 2006). More spe cif i -
cally, they exam ined the data and
meth od ol ogy in Himmelstein et al
(2005) and con cluded that the study

fail[ed] to pro vide a causal rela -
tion ship to sup port the claim
that med i cal spend ing con trib -
utes to “half of all bank rupt cies” 
(54.5 per cent). Our anal y sis of
their data finds a causal link in
only 17 per cent of per sonal
bank rupt cies… the authors’
meth od ol ogy does not pro vide
a defin i tive answer to the pol icy
ques tion they implic itly pose:
how national health insur ance
would affect the rate of per sonal 
bank ruptcy. At best, they show
that med i cal bills are a cause of
17 per cent of bank rupt cies but
are not nec es sar ily the most
impor tant cause. They fail to

per form the multivariate
sta tis ti cal anal y sis nec es sary to
deter mine the mag ni tude of the
causal rela tion ship or to rule
out other fac tors such as loss of
job, edu ca tion expenses, or
housing costs. (Dranove and
Millenson, 2006: w75)

Con clu sion
Can ada’s uni ver sal, gov ern -
ment-run, monop oly health insur -
ance sys tem was not asso ci ated with 
lower rates of bank ruptcy in Can ada 
com pared with the United States in
either 2006 or 2007. It is incor rect
to assume that adopt ing such an
insur ance sys tem in the US will have 
a sig nif i cant impact on bank ruptcy
rates. Bank ruptcy and a lack of
health insur ance cov er age are both
caused by the same thing—a lack of
income, which in turn is usu ally a
result of unem ploy ment. Ill ness can
cer tainly cause unem ploy ment,
which can lead to bank ruptcy if
peo ple have unsus tain able debt
loads.  How ever, non-med i cal
expen di tures com prise the major ity
of debt among bank rupt con sum ers 
in both Can ada and the US. The
inabil ity to earn suf fi cient income
to cover these costs—not expo sure
to unin sured med i cal costs—is the
real expla na tion for almost all bank -
rupt cies in either coun try. The
US-Can ada com par a tive anal y sis
strongly sug gests that bank ruptcy
sta tis tics do not sup port argu ments
for a government-run, single-payer,
socialized health insurance system.

Notes
1  Himmelstein et al (2009) con clude

that, “Med i cal impov er ish ment,
although com mon in poor nations, is 
almost unheard of in wealthy
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coun tries other than the US. Most
pro vide a stron ger safety net of dis -
abil ity income sup port. All have
some form of national health insur -
ance. The US health care financ ing
sys tem is bro ken, and not only for
the poor and unin sured. Mid dle-class 
fam i lies fre quently col lapse under the 
strain of a health care sys tem that
treats phys i cal wounds, but often
inflicts fis cal ones” (Himmelstein et
al 2009: 5-6).

2  Himmelstein’s and Woolhandler’s
advo cacy of Can ada’s sin gle-payer
health insur ance sys tem is also
reflected in sev eral other stud ies,
com men tar ies and opin ion edi to ri als.
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