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2.1 The complexity of U.S. insurance

American health economist Henry Aaron of the Brookings Institute stated, “Like many other 
observers I look at the American health care system and see an administrative monstrosity, a 
truly bizarre mélange of thousands of payers with payment systems that differ for no socially 
beneficial reason, as well as a staggeringly complex public system with mind-boggling 
administered prices and other rules expressing distinctions that can only be regarded as 
weird.” 
	
How complex is the U.S. system? According to the 2006 U.S. census, 177 million Americans 
are covered under an employer-based health plan, 27 million under an individual plan, and 80 
million under a government health plan (45 million of whom depend exclusively on Medicare, 
Medicaid or military health benefits). This leaves about 47 million Americans uninsured. 

In fact, the U.S. health insurance system is so complex that most hospitals have large departments 
to manage the claims to different individual, employer-based or government-funded insurance 
programs.

By comparison, the relative simplicity and fairness of Canada’s single-payer system, which covers 
everyone, is obvious.
 

In
di

vi
du

al

G
ov

er
nm

en
t S

po
ns

or
ed

U
ni

ns
ur

ed
Em

pl
oy

er
 b

as
ed

8.
1%

24
.2

2%

14
.1

8%

23
.4

4%

H
E
A

L
T
H

 I
N

S
U

R
A

N
C

E
 I

N
 T

H
E
 U

.S
.,

 
B

Y
 T

Y
P

E
 O

F
 I

N
S

U
R

A
N

C
E
, 

2
0

0
6



Best Kept Secret 15

2.2 The U.S. health care crisis

The cost of health insurance premiums per employee in the United States is identical for 
small and large firms: about $350 per month for single coverage and almost $1,000 a month 
for family coverage. Employees typically pay about 10 per cent of the coverage.

These costs are rising fast. American businesses are having difficulty sustaining this system 
and are either switching to cheaper, lower-quality health benefits for their employees, 
requiring that their employees pay a larger share of the premiums, or cancelling their health 
plans altogether.

Health insurance premiums have been erratic over the last 15 years, but have consistently been 
increasing – much more than workers’ earnings and overall inflation. And the number of people 
joining the ranks of the uninsured also increases by about 5 per cent a year.

This explains why many states, including Massachusetts, California, Maine, Pennsylvania and 
Vermont, are moving to a mandatory health care insurance plan.
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2.3 Cost and quality comparisons

According to the Kaiser Family Foundation, a U.S.-
based health care research firm, the average monthly 
health premium in 2006 was $354 for U.S. employer-
based plans, of which $52 was paid by the employee. 
The average monthly premium for individual private 
plans was $150. 

What do Americans get for these prices? Much less than what 
universal, single-payer Canadian medicare provides. Most U.S. 
insurance plans require deductibles. The average deductible 
varies from $1,500 to $3,000 per year – meaning patients are 
paying out of pocket even before insurance benefits kick in. 
These plans also include user fees, which are required for 
many basic services, such as visits to the doctor, as well as co-
insurance, whereby a patient has to defray anywhere from 10 
to 50 per cent of the health services’ costs.

Many services we take for granted in Canada’s public system 
– pregnancy and childbirth costs, for example – are simply not 
included in average U.S. insurance plans and require Americans 
to buy supplementary insurance.
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2.4 The cost of Canadian health care

Because medicare is paid for by our taxes, it is difficult to estimate the value of the monthly 
“premiums” we pay. However, we can extrapolate them from Canadian Institute for Health 
Information (CIHI) data. The CIHI data divide health expenditures into nine categories:

Hospitals (institutions providing acute care)

Other institutions (psychiatric care)

Physicians (professional fees for private practice)

Other professionals (dentists, optometrists, psychologists, etc.)

Drugs (prescribed and non-prescribed drugs bought in retail stores)

Capital expenditures (machinery, equipment, software, etc.)

Public health (food safety, inspections, community programs, etc.)

Administration (cost of providing health insurance programs)

Other health spending (home care, ambulances, prostheses, etc.)

Four of the expenditures (hospitals, physicians, capital expenditures and administration) are paid by 
public insurance. Assuming full cost-recovery, each Canadian pays about $190 in monthly premiums. 
For a similar insurance (with no deductible, user fees or co-insurance) Americans have to fork over 
$1,000 per month to a private insurer – provided they qualify for insurance. 
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2.5 Adventures in private health insurance

In June 2001, researchers at the Georgetown University’s Institute for Health Care Research and 
Policy sent applications to 60 insurance companies for insurance on behalf of seven hypothetical 
families and individuals. The policies they sought – in an effort to remain in the “affordable” 
range – offered a $500 deductible and a $20 co-payment per physician visit (all amounts are in 
U.S. dollars).

The least expensive quote came in for “Alice,” who was described as 24 years old and suffering 
from hay fever. Her insurance quotes averaged $1,656 per year, with a high of $4,596. Despite 
her age, she was rejected by eight per cent of the insurance companies. 

The “Crane family” was offered coverage by all 60 insurance companies, but nine of the offers 
excluded their son “Colin” because of his asthma condition. “Denise,” described as a seven-year 
breast cancer survivor, was denied any coverage at all in 43 per cent of the cases. A number of the 
companies that did offer her a policy excluded coverage for cancer of any type.

“Frank” was described as 62 years old, overweight, and a smoker with high blood pressure. He was 
rejected by 43 of the companies. The average price quoted by companies that were willing to insure 
him was almost $10,000 per year. 

“Greg” was described as HIV positive. None of the 60 insurance companies would cover him.

(Adapted from Maude Barlow’s Profit Is Not the Cure, 2002) 
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2.6 What the Chaoulli decision really means

On June 9, 2005, by a narrow majority, the Supreme Court of Canada found that Quebec’s 
ban on private insurance for insured health services violated the Quebec Charter of Human 
Rights and Freedoms. The plaintiffs in the case – George Zeliotis, a Montreal patient, and 
Jacques Chaoulli, a doctor seeking to set up a private clinic – had asked Canada’s top court to 
strike down sections of the Quebec Hospital Insurance Act that prevent people from buying 
health insurance for procedures covered by medicare.

While the ruling can be seen as a battle won by the advocates of privatization and two-tier 
health care, it is far less clear-cut than these forces claim.

While the pro-privatization lobby has pounced on the Chaoulli decision as spelling the death 
of medicare, all of the Supreme Court justices acknowledged the importance and validity of the 
Canada Health Act. In addition, the legal effect of the Court’s decision is limited to Quebec. This 
means that it has no bearing on either the Canada Health Act or any other provincial health care 
insurance plan.

The pro-privatization forces have recognized this and they are now launching similar provincial 
challenges across the country in the hopes of using the Supreme Court to invalidate the Canada Health 
Act. However, it is doubtful they will succeed. The Supreme Court was evenly split in the Chaoulli 
case, three to three, on the question of whether a ban on private insurance offended the Canadian, 
as opposed to the Quebec, Charter of Rights and Freedoms. A powerful dissenting argument given 
by Justices Binnie, Lebel and Fish suggests the Court failed to define a “manageable constitutional 
standard” for judging questions of health care services in the context of Charter rights. 
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2.7 The illusion of freedom

Universal health insurance has been part of the Canadian way of life for the last 40 years. Many 
Canadians may not remember life before medicare. 

The 2006 Chaoulli Supreme Court decision brought the issue into the public forum. But do 
you know how it originated? It started when Dr. Jacques Chaoulli’s patient, George Zeliotis, 
waited for a year to get hip surgery in 1997. He launched a legal challenge against the Quebec 
government for the right to buy private insurance and pay for private care rather than waiting 
for treatment in the public system. 

However, Mr. Zeliotis was claiming a right to which he probably never would have had access. 
With his hip condition, no private insurer would have agreed to take him on. His story is not very 

different from those described earlier (see section 2.5). Single-payer universal public insurance 
is superior to private insurance because it covers everyone, regardless of their condition or 

income. 

By doing so, single-payer public insurance eliminates a fundamental economic problem of market-
based insurance known as adverse selection. Adverse selection means that, although people who 
are “bad risks” have more incentive to get insurance coverage than “good risks,”  insurers prefer 
to cover “good risks” in order to make a profit. As a result, those with pre-existing conditions are 
often rejected or are assessed ultra-high premiums that are, in most cases, unaffordable.




