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1. U.S. Has High Levels of Financial Distress



Facts on Financial Distress

Debt in Collections
13.6% have 1+ collections reported in the last 12 months (NY Fed)
33% have 1+ debt in collections (Urban Institute Debt in America Report)
Conditional on positive, average amount is $4,200 
Robust to excluding small dollar (less than $100) collections items

Personal Bankruptcy
Almost 5% have filed for bankruptcy in the past 7 years (NY Fed) 



Comparison with Europe

No comprehensive, directly comparable credit report data from Europe

Conduct apples-to-apples with survey data (despite underreporting)

In US, 20.8% households behind on 1+ payment (2008 SCF) 
Dropped to 14.9% in 2013

Averaging across EU countries, 4.0% of household behind on mortgage 
payment + 2.0% behind on non-mortgage payment (2008 SILC) 

Even Greece in 2008 had only 10.6% behind on mortgage + 12% behind 
on non-mortgage 



2. Health Care System Is Important Contributor



Many Face Significant Exposure To Financial Risk

Sources: Kaiser Family Foundation estimates based on the Census Bureau's American Community Survey, 2008-2017 (left) and 

https://www.kff.org/report-section/2018-employer-health-benefits-survey-section-7-employee-cost-sharing/attachment/figure-7-

14/ (right)
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Have Little Savings To Buffer the Shocks

41% do not have $400 in liquid savings (2017 SHED)

Defined as “cash or its equivalent” (e.g., transacting on credit card)

Down from 50% in 2013
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Results In High Level of Medical Collections

Credit Report Data
18% with 1+ medical debt in collections (Urban Institute Debt in America 
Report, Keys et al. in preparation)
Conditional on positive, average is $3,376 (Keys et al. in preparation)
Roughly $200 billion in aggregate medical debt in collections (Keys et al. in 
preparation)

Kaiser Family Foundation / New York Times Medical Bills Survey
26% have had problems paying medical bills in last 12 months
27% contacted by collection agency in last 12 months

15% for medical debt



Medical Collections Especially High in Deep South

Source: https://apps.urban.org/features/debt-interactive-map

https://apps.urban.org/features/debt-interactive-map


Debate About Magnitude of Medical Bankruptcy

Himmelstein et al. (2005) and Himmelstein et al. (2007)
Survey bankruptcy filers

Classify as “medical bankruptcy” if respondents (i) experienced substantial 
medical bills or income loss due to illness or (ii) list medical bills as cause

Argue that 60% of bankruptcies caused by medical events

Problem is that many experience substantial bills and don’t declare 
bankruptcy

Dobkin et al. (2018)
Event study of hospitalizations on bankruptcy

Calculate medical bankruptcies as 

Number of hospitalizations × casual effect from event studies

Argue that 4% of bankruptcies caused by hospitalizations

Problem is that measure is non-comprehensive (excludes non-hospital 
medical bills, shocks to family members)



3. Is This A Problem? 



Yes, Health-Caused Financial Distress is Morally Unconscionable

“No longer will older 
Americans be denied the 
healing miracle of modern 
medicine. No longer will 
illness crush and destroy the 
savings that they have so 
carefully put away over a 
lifetime […] And no longer 
will this nation refuse the 
hand of justice to those who 
have given a lifetime of 
service and wisdom and labor 
to the progress of this 
progressive country”

Lyndon B. Johnson, July 30, 1965



Maybe … It’s Complicated

“I mean, people have access to 
health care in America. After all, 
you just go to an emergency 
room.”

George W. Bush, July 10, 2007

Source: https://georgewbush-whitehouse.archives.gov/news/releases/2007/07/20070710-6.html

https://georgewbush-whitehouse.archives.gov/news/releases/2007/07/20070710-6.html


Hospitals Provide Significant Charity Care and Bad Debt

Most uninsured / 
underinsured face only 
moderate budgetary 
costs of health care 
shocks due to charity 
care and bad debt

Current system has build-
in wealth-based price 
discrimination

However, charity care + 
bad debt may exert large 
mental health / hassle 
cost on patients

Source: Mahoney (2015)



Medical Debt Experiment (Shameless Self Promotion)

Ray Kluender, Wes Yin, 
Francis Wong and I are 
partnering with RIP 
Medical Debt

Randomizing medical debt 
forgiveness (144K 
individuals, $50+ million 
list price of debt 
forgiveness to date)

Studying impact on 
finances (credit reports) 
and physical / medical 
health (survey based on 
OHIE)

Results coming soon …



4. What Can Be Done?



Insurance Coverage Reduces Financial Risk (1/2)

Source: https://www.nber.org/oregon/index.html

Oregon Health Insurance Experiment 
In 2008, Oregon implemented limited Medicaid expansion
90K signed up; 30K names selected by lottery to fill 10K spots
Best available evidence on causal impacts of health insurance 
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Insurance Coverage Reduces Financial Risk (2/2) 
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But Requires Large Subsidies From Taxpayers

Expanding Health Insurance Is Costly
Finkelstein, Hendren, and Shephard (2019) study demand for health 
insurance among uninsured in Massachusetts

Estimate WTP using RDs in subsidies as function of FPL

Premiums at 25% below costs => at most 50% of uninsured buy 
coverage

Premiums at 90% below costs => 80% of uninsured buy coverage

(Some) Financial Benefits Accrue to Hospitals
Garthwaite, Gross, and Notowididgo (2018) estimate that each insured 
person reduces hospital uncompensated care costs by $800



Insurance Has Mixed Impacts on Health

Physical Health
No changes in blood pressure, A1C, cholesterol, cardio risk factors

No effects for at-risk populations

Confidence intervals reject effects that have been found in non-
experimental studies

Mental Health
9.2 pp (30%) reduction in screen for depression

Consistent with financial health => mental health link 

Source: https://www.nber.org/oregon/index.html

https://www.nber.org/oregon/index.html


Concluding  Thoughts

U.S. has high levels of financial distress, with the health care system being 
an important contributor

Whether this is a problem is partly a question of values

Is health-caused financial distress morally unconscionable? 

Are you comfortable with the combination of emergency rooms + 
charity care + bad debt 

Still do not know much about the mental health and other costs of 
the charity care + bad debt 

Expanding insurance coverage is natural solution but is costly + mixed 
effects on health


